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Insured Group Limited
Corporate governance statement

The Board of Directors (“Board”) of Insured Group
Limited (“Insured Group” or “the Company”) is
committed to ensuring best practice corporate
governance systems and principles are maintained at
all times and that high technical standards are adhered
to. The Board has undertaken to regularly review the
alignment of the Board’s operations with best practice
corporate governance to ensure the Company’s
responsibilities are met. Insured Group’s corporate
governance practices were in place throughout the
year ended 30 June 2011.

This statement sets out the corporate governance
policies, practices and processes followed by the Board
throughout the year. For further information on
corporate governance policies adopted by Insured
Group, refer to our website:
www.insuredgroup.com.au/investor

The Board

The Board is composed of members with a balance of
skills, qualifications, experience and background to
effectively govern the Company. As at 30 June 2011,
the Board consists of five Directors, two being
Independent Directors and residents of New Zealand.
At each annual meeting, one third of the Directors will
retire by rotation. The Directors to retire are those who
wish to retire, or those who have been longest in office
since last being elected.

The role of the Board is to provide accountability and
oversight designed to ensure the best practice
corporate governance and management procedures
are adhered to. The Board is responsible for the
management, supervision and direction of Insured
Group. Day-to-day management of the Company is
delegated to the Managing Director, Wayne Miller.

The Company’s Constitution sets out the policies and
guidelines for the operation of the Board including the
appointment and removal of Directors.

William Jeffries (Chairman) and Daniel H O’Leary are
based in and residents of New Zealand and have been
determined as Independent Directors as defined in the
NZX listing rules.

Audit Committee

The Audit Committee operates under a charter that
was approved by the Board. It assists the Board in
ensuring the Company’s compliance with the
Corporations Act 2001 and relevant accounting
standards. The Committee reviews the audit of the
consolidated financial statements and ensures
qualitative financial reporting to shareholders.

Remuneration Committee

The objective of the Remuneration Committee is to
establish remuneration policies and practices that
attract, retain, and motivate executives and Directors.
The committee ensures that executives and Directors
are rewarded having regard to the Company’s
performance.

Share Trading

Insured Group has a detailed share trading policy
applying to all Directors, officers and employees of all
subsidiaries of Insured Group. It requires the above
mentioned to comply with the procedures set out in
the Company’s insider trading policy before they buy or
sell Insured Group shares. Directors, officers and
employees of Insured Group are not able to trade in
Company shares, if they are in possession of
information that is not available to the public which, if
made public, would be likely to materially affect the
price or value of the Company’s shares.

The Company has adopted a code of conduct for share
dealing by Directors and employees that ensures
compliance with the Securities Act 1988.

Continuous Disclosure

Insured Group is committed to providing
comprehensive and transparent disclosure to its
shareholders and stakeholders and has in place
procedures designed to ensure compliance with the
NzX Listing Rules. The Company Secretaries are the
designated Disclosure Officers and are responsible for
ensuring the Company complies with its disclosure
obligations under the NzX Listing Rules. Where
disclosure is required, the Disclosure Officers will
immediately provide the material information to the
NZX in the form and manner required. Disclosures and
announcements to NZX are placed on Insured Group’s
website after release to NZX.

NZX Corporate Governance Best Practice Code

The Company’s corporate governance policies comply
with the NZX Corporate Governance Best Practice in all
respects.
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Insured Group Limited
Directors’ report

The Company also disposed of the Queensland subsidiary, Cemac Pty Ltd for an aggregate purchase price of up to
approximately A$5.5 million and assets within the Victoria subsidiary, ACI Broking (VIC) Pty Ltd for an aggregate
purchase price of approximately A$1.166 million.

The proceeds from the above sales reduced bank borrowings, consistent with the Company’s strategy to reduce
debt levels during a time of global uncertainty and to combine resources to focus on the Western Australian
region

Board Changes

There were also changes at Board level to continue the Company’s progression. The Board welcomed Daniel
O’Leary as the second New Zealand based Director on 12 July 2010. Santino Di Giacomo was appointed as Finance
Director on 8 October 2010 and Keith Bowker was appointed as Company Secretary on 7 October 2010.

The Board wishes to thank the outgoing Directors Mark Shelton and Trevor Jacobs for their hard work and
dedication during the period under review. Other than the above, there was no significant change in the state of
affairs of the Company during the financial year.

Subsequent Events

On 26 September 2011, the Company announced that it has signed a Heads of Agreement with Priority One
Network Group Limited (“Priority One”) which will provide the Company with committed support of the
capitalization plans. The proposal provides that Priority One progressively subscribes for new shares that will
amount to a 51% shareholding in the Company.

Priority One will pay a non-refundable deposit of A$200,000 upon completion of an Independent Expert Report.
Effective upon signing formal agreements, Priority One will issue to the Company 7,665,618 unlisted ordinary
shares at A$0.30 per share valued at A$2,299,685 in return for the Company issuing to Priority One ordinary
shares equating to 19% of the Company’s issued capital and a Board seat to Priority One Director on the
Company. Following the Company’s successful quotation on the Australian Securities Exchange (“ASX”), Priority
One will be issued with further shares equating to an additional 30% shareholding in the Company. Upon Priority
One successful quotation of the ASX, the Company will issue a further allocation of shares equating to 2% and
therefore taking Priority One’s total shareholding to 51%.

Future developments

Disclosure of information regarding likely developments in the operations of the consolidated entity in future
financial years and the expected results of those operations is likely to result in unreasonable prejudice to the
consolidated entity. Accordingly, this information has not been disclosed in this report.

Dividends

No dividends were paid or declared and the Directors have not recommended the payment of a dividend.

Indemnification of officers and auditors

During the financial year, the Company paid a premium in respect of a contract insuring the Directors of the
Company, the company secretary, Mr K. Bowker and all executive officers of the Company and of any related
body corporate against a liability incurred as such a Director, secretary or executive officer to the extent
permitted by the Corporations Act 2001. The contract of insurance prohibits disclosure of the nature of the
liability and the amount of the premium.
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Directors’ report

The Company has not otherwise, during or since the end of the financial year, except to the extent permitted by
law, indemnified or agreed to indemnify an officer or auditor of the Company or of any related body corporate
against a liability incurred as such an officer or auditor.

Directors’ meetings
The following table sets out the number of Directors’ meetings (including meetings of committees of Directors)

held during the financial year and the number of meetings attended by each Director (while they were a Director
or committee member). During the financial year, 5 Board meetings were held.

Board of Directors

Directors Held Attended
Bill Jeffries S S
Wayne Miller 5 5
Anne-Marie Syme 5 5
Dan O’Leary 5 4
Santino Di Giacomo 3 3

Proceedings on behalf of the Company

No person has applied for leave of court to bring proceedings on behalf of the Company or intervene in any
proceedings to which the Company is a party for the purpose of taking responsibility on behalf of the Company
for all or any part of those proceedings.

Non-audit services

Grant Thornton continues in office in accordance with section 327 of the Corporations Act 2001. No amounts
were paid or payable to the auditor for non-audit services provided during the financial year by the auditor.

Auditor’s independence declaration

The auditor’s independence declaration as required under s 307C of the Corporations Act 2001 is included on
page 13 of the annual report.

Rounding off of amounts

The consolidated entity is an entity of the kind referred to in ASIC Class Order 98/100, dated 10 July 1998, and in
accordance with that Class Order amounts in the Directors’ Report and the consolidated financial statements are
rounded off to the nearest thousand dollars, unless otherwise indicated.

Remuneration report (Audited)

This audited remuneration report, which forms part of the Directors’ report, sets out information about the
remuneration of Insured Group’s Directors and its senior management (including five highest paid) for the
financial year ended 30 June 2011. The prescribed details for each person covered by this report are detailed
below under the following headings:

. Director and senior management details

. remuneration policy

. relationship between the remuneration policy and Company performance

. remuneration of Directors and senior management

. key terms of employment contracts.
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Directors’ report

Director and senior management details

The following persons acted as Directors of the Company during or since the end of the financial year:
. William Patrick Jeffries (Chairman)

. Wayne Robert Miller (Managing Director)

. Anne-Marie Syme (Non-Executive Director),

. Daniel Hugh O’Leary (Non-Executive Director), appointed 12 July 2010

. Santino Di Giacomo (Non-Executive Director), appointed 8 October 2010

. Mark Shelton (Non-Executive Director), resigned 24 March 2011

. Trevor Hilton Jacobs (Non-Executive Director), resigned 8 October 2010.

Remuneration policy

The Managing Director receives a salary, a motor vehicle allowance, a performance based bonus and
superannuation guarantee contribution required by the government, which is currently 9%, and do not receive
any other retirement benefits.

The Company’s Non-Executive Directors receive only fees (including statutory superannuation for Australian
residents) for their services and the reimbursement of reasonable expenses. The fees paid to the Company’s Non-
Executive Directors reflect the demands on, and responsibilities of these Directors. They do not receive any
retirement benefits, other than compulsory superannuation.

Non-Executive Directors may also receive share options where this is considered appropriate by the Board. Such
options would vest across the life of the option and would be primarily designed to provide an incentive to Non-
Executive Directors to remain with the Company.

The Board of Directors is responsible for determining and reviewing compensation arrangements for the
Directors. The Board assesses the appropriateness of the nature and amount of emoluments of such officers on a
periodic basis by reference to relevant employment market conditions, with the overall objective of ensuring
maximum stakeholder benefit from the retention of a high quality Board and executive team.

Relationship between the remuneration policy and Company performance

The table below sets out summary information about the Company’s earnings and movement in shareholder
wealth for the four years to 30 June 2011:

30June 2011  30June 2010  30June 2009 30 June 2008

Revenue and other income ($) 3,991,059 6,010,844 7,361,935 8,418,655
Net (loss)/profit before tax ($) (2,566,003) (2,788,098) (1,416,968) 194,568
Net (loss)/profit after tax ($) (2,566,003) (3,092,618) (1,460,710) 41,303
Share price at start of year (cents per share) 0.001 0.001 0.001 0.001
Share price at end of year (cents per share) 0.001 0.001 0.001 0.001

Basic and diluted (loss)/earnings per share

from continuing and discontinued operations (0.266) (0.055) 0.008 0.001
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Remuneration of Directors and senior management

Post-
employment Share-based
Short-term employee benefits benefits payment
Salary Non- Super-
&fees Bonus monetary  Other annuation Options Total
$ $ $ $ $ $ $
2011

Directors
William Jeffries 48,000 - - - - - 48,000
Wayne Miller (i) 250,000 - - 45,000 22,500 - 317,500
Anne-Marie Syme 30,000 - - - - - 30,000
Daniel O’Leary (ii) 20,000 - - - - - 20,000
Santino Di Giacomo (iii) 30,000 - - 19,500 - - 49,500
Trevor Jacobs (iv) 176,923 - - - 12,462 - 189,385
554,923 - - 64,500 34,962 - 654,385

2010

Directors
William Jeffries 30,000 - - - - - 30,000
Wayne Miller 200,000 - - - 18,000 - 218,000
Anne-Marie Syme 22,500 - - - - - 22,500
Mark Shelton 60,000 - - - - - 60,000
Trevor Jacobs 200,000 - - - 18,000 - 218,000
512,500 - - - 36,000 - 548,500

0) The amount of $45,000 relates to car leasing and insurance benefits.

(i) Appointed 12 July 2010.

(iii)  Appointed 8 October 2010. Other consulting services fees of $19,500 were paid to Santino Di Giacomo or a related
entity during the financial year.

(iv) Resigned 7 October 2010.

No Director appointed during the period received a payment as part of his or her consideration for agreeing to
hold the position.

Bonuses and share-based payments granted as compensation for the financial year ended 30 June 2011
Bonuses

No bonuses were paid to Directors during the period (2010: Nil).

Incentive share-based payments arrangements

During the period, there were no share-based arrangements in existence (2010: Nil).

Key terms of employment contracts

Remuneration and other terms of employment for the Managing Director are formalized in as service agreement.
Major provisions of this agreement are set out below:

o Base salary reviewed annually, currently $250,000 per annum.

* A motor vehicle allowance up to a gross value of $50,000 per annum (excluding fringe benefits tax).

e Payment of termination benefit on early termination by the employer, other than for gross misconduct,
equal to 50% of the total remuneration received by the Managing Director in any 12-month period.

e Bonus payment of up to $150,000 payable based on an assessment which includes an evaluation of
attainment of Key Performance Indicators.

This is the end of the audited remuneration report
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This Directors’ report is signed in accordance with a resolution of Directors made pursuant to s.298(2) of the
Corporations Act 2001.

On behalf of the Directors

Wayne Miller
Managing Director
24 November 2011
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Grant Thornton Audit Pty Ltd
ABN 94 269 609 023

10 Kings Park Road
West Perth WA 6005
PO Box 570

West Perth WA 6872

T +61 8 9480 2000

F +61 8 9322 7787

E info.wa@au.gt.com

W www.grantthornton.com.au

Auditor’s Independence Declaration
To the Directors of Insured Group Limited

In accordance with the requirements of section 307C of the Corporations Act 2001, as lead
auditor for the audit of Insured Group Limited for the year ended 30 June 2011, I declare
that, to the best of my knowledge and belief, there have been:

a no contraventions of the auditor independence requirements of the Corporations Act
2001 in relation to the audit; and

b no contraventions of any applicable code of professional conduct in relation to the
audit.

T

GRANT THORNTON AUDIT PTY LTD
Chartered Accountants

e

M H Hillgrove
Director - Audit & Assurance

Perth, 24 November 2011

Grant Thornton Australia Limited is a member firm within Grant Thornton International Ltd. Grant Thornton International Ltd and the member firms are not a worldwide partnership. Grant Thornton Australia Limited, together
with its subsidiaries and related entities, delivers its services independently in Australia.

Liability limited by a scheme approved under Professional Standards Legislation

Page 13



o Grant Thornton

Grant Thornton Audit Pty Ltd
ABN 94 269 609 023

10 Kings Park Road
West Perth WA 6005
PO Box 570

West Perth WA 6872

T +61 8 9480 2000

F +61 8 9322 7787

E info.wa@au.gt.com

W www.grantthornton.com.au

Independent Auditor’s Report
To the Members of Insured Group Limited

Report on the financial report

We have audited the accompanying financial report of Insured Group Limited (the
“Company”’), which comprises the consolidated statement of financial position as at 30 June
2011, the consolidated statement of comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for the year then ended, notes
comprising a summary of significant accounting policies and other explanatory information
and the directors’ declaration of the consolidated entity comprising the Company and the
entities it controlled at the yeat’s end or from time to time during the financial year.

Directors’ responsibility for the financial report

The Directors of the Company ate responsible for the preparation of the financial report
that gives a true and fair view of the financial report in accordance with Australian
Accounting Standards and the Corporations Act 2001. This responsibility includes such
internal controls as the Directors determine are necessary to enable the preparation of the
financial report to be free from material misstatement, whether due to fraud or error. The
Directors also state, in the notes to the financial report, in accordance with Accounting
Standard AASB 101 Presentation of Financial Statements, that compliance with the
Australian equivalents to International Financial Reporting Standards ensures that the
financial report, comprising the financial statements and notes, complies with International
Financial Reporting Standards.

Auditor’s responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We
conducted our audit in accordance with Australian Auditing Standards which require us to
comply with relevant ethical requirements relating to audit engagements and plan and
perform the audit to obtain reasonable assurance whether the financial report is free from
material misstatement.

Grant Thornton Australia Limited is a member firm within Grant Thornton International Ltd. Grant Thornton International Ltd and the member firms are not a worldwide partnership. Grant Thornton Australia Limited, together
with its subsidiaries and related entities, delivers its services independently in Australia.

Liability limited by a scheme approved under Professional Standards Legislation
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An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
report, whether due to fraud or error.

In making those risk assessments, the auditor considers internal control relevant to the
Company’s preparation and fair presentation of the financial report 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. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the Directors, as well as evaluating the overall presentation of
the financial report.

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

Independence
In conducting our audit, we have complied with the independence requirements of the
Corporations Act 2001.

Auditor’s opinion
In our opinion:

a the financial report of Insured Group Limited is in accordance with the Corporations
Act 2001, including:

i giving a true and fair view of the consolidated entity’s financial position as at
30 June 2011 and of its performance for the year ended on that date; and

i complying with Australian Accounting Standards and the Corporations
Regulations 2001; and

b the financial report also complies with International Financial Reporting Standards as
disclosed in the notes to the financial statements.

Material uncertainty regarding continuation as a going concern

Without qualifying our opinion, we draw attention to Note 3.2 in the financial report which
indicates that the consolidated entity incurred a net loss of $4,000(°000), and a net cash
outflow from operations of $6,011 (‘000) during the year ended 30 June 2011 and, as of that
date, the consolidated entity’s current liabilities exceeded its cutrrent assets by $8,949(°000)
and total liabilities exceeded its total assets by $839,(‘000). These conditions, along with
other matters as set forth in Note 3.2, indicate the existence of a material uncertainty which
may cast significant doubt about the consolidated entity’s ability to continue as a going
concern and therefore, the consolidated entity may be unable to realise its assets and
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discharge its liabilities in the normal course of business, and at the amounts stated in the
financial report.

Report on the remuneration report

We have audited the remuneration report included in pages 10 and 11 of the directors’
report for the year ended 30 June 2011. The Directors of the Company are responsible for
the preparation and presentation of the remuneration report in accordance with section
300A of the Corporations Act 2001. Our responsibility is to express an opinion on the
remuneration report, based on our audit conducted in accordance with Australian Auditing

Standards.

Auditor’s opinion on the remuneration report
In our opinion, the remuneration report of Insured Group Limited for the year ended 30
June 2011, complies with section 300A of the Corporations Act 2001.

Gor Kt

GRANT THORNTON AUDIT PTY LTD
Chartered Accountants

bl

M J Hillgrove
Director - Audit & Assurance

Perth, 24 November 2011

Grant Thornton Australia Limited is a member firm within Grant Thornton International Ltd. Grant Thornton International Ltd and the member firms are not a worldwide partnership. Grant Thornton Australia Limited, together
with its subsidiaries and related entities, delivers its services independently in Australia.

Liability limited by a scheme approved under Professional Standards Legislation
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Insured Group Limited
Directors’ declaration

The Directors declare that:

(@) in the Directors’ opinion, there are reasonable grounds to believe that the Company will be able to pay
its debts as and when they become due and payable;

(b) in the Directors’ opinion, the attached financial statements are in compliance International Financial
Reporting Standards issued by the International Accounting Standards Board;

(c) in the Directors’ opinion, the attached financial statements and notes thereto are in accordance with
the Corporations Act 2001, including compliance with accounting standards and giving a true and fair
view of the financial position and performance of the consolidated entity;

(d) the Directors have been given the declarations required by s.295A of the Corporations Act 2001; and

(e) the remuneration disclosures included in pages 10 to 11 of the Directors’ Report (as part of the audited
Remuneration Report), for financial year ended 30 June 2011, comply with s.300A of the Corporations Act
2001.

Signed in accordance with a resolution of the Directors made pursuant to s.295(5) of the Corporations Act 2001.

On behalf of the Directors

Wayne Miller
Managing Director
24 November 2011
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Insured Group Limited
Consolidated statement of comprehensive income

For the year ended 30 June 2011 2011 2010
Notes $'000 $'000
Continuing operations
Revenue 5 3,688 5,614
Other income 5 303 397
Commission paid (647) (860)
Employee benefits expense 7 (2,561) (4,222)
Occupancy expenses 7 (479) (443)
Finance costs 7 (735) (851)
Depreciation and amortisation expenses 14 (70) (111)
Other expenses 7 (2,065) (2,312
Loss before income tax 7 (2,566) (2,788)
Income tax expense 8 - (305)
Loss for the year from continuing operations (2,566) (3,093)
Discontinued operations
(Loss)/profit for the year from discontinued operations 9 (1,434) 847
Loss for the year (4,000) (2,246)
Other comprehensive income, net of income tax
Exchange differences arising on translation of foreign operations 8 703 20
Other comprehensive income, net of tax 703 20
Total comprehensive loss for the year (3,297) (2,226)

Loss attributable to:
Owners of the Company (4,000) (2,246)
Non-controlling interests -

(4,000) (2,246)

Total comprehensive loss attributable to:

Owners of the Company (3,292) (2,224)

Non-controlling interest (5) (2)
(3,297) (2,226)

Loss per share:
From continuing and discontinued operations:
Basic and diluted (cents per share) 10 0.27 0.06

From continuing operations:
Basic and diluted (cents per share) 10 0.17 0.08

The accompanying notes form part of these financial statements.
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Insured Group Limited
Consolidated statement of financial position

As at 30 June 2011 2011 2010
Notes $'000 $'000
Current assets
Cash and cash equivalents 11(a) 2,279 4,913
Trade and other receivables 12 6,264 9,700
8,543 14,613
Assets classified as held for sale 13 - 12,262
Total current assets 8,543 26,875

Non-current assets

Property, plant and equipment 14 115 185
Financial assets 15 - 269
Intangible assets 16 7,995 15,741
Total non-current assets 8,110 16,195
Total assets 16,653 43,070
Current liabilities
Trade and other payables 17 9,047 15,485
Provisions 18 97 189
Deferred consideration 19 612 3,407
Borrowings 20 7,736 11,807
17,492 30,888
Liabilities directly associated with assets classified as held for sale 13 - 10,098
Total current liabilities 17,492 40,986
Total liabilities 17,492 40,986
Net assets/(deficiency) (839) 2,084
Equity
Issued capital 21 5,002 4,628
Reserves 22 729 21
Accumulated losses (6,453) (2,453)
Equity attributable to owners of the Company (722) 2,196
Non-controlling interests (117) (112)
Total equity/(deficiency) (839) 2,084

The accompanying notes form part of these financial statements.
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Insured Group Limited
Consolidated statement of changes in equity

For the year ended 30 June 2011

Balance at 1 July 2009
Loss for the year

Exchange differences arising on translation of foreign operations
Total other comprehensive income/(loss) for the year
Share-based payments

Shares issued upon conversion of options

Shares issued during the year

Share issue costs

Balance at 30 June 2010

Balance at 1 July 2010
Loss for the year

Exchange differences arising on translation of foreign operations
Total other comprehensive income/(loss) for the year

Deemed value of shares issued to effect reverse takeover
Balance at 30 June 2011

The accompanying notes form part of these financial statements.

Foreign Total equi% Non-.
curre cg attributab controlling

. translation Accumulated to owners of interest .

Issued capital reserve 0SSes the Company Total equity
$°000 $°000 $°000 $°000 $°000 $°000

4,276 : (30) 4,246 (111) 4,135
] - (2,246) (2,246) (2,246)
- 21 - 21 1) 20
- 21 (2,246) (2,225) 1) (2,226)
52 - - 52 - 52
177 - 77 - - -
393 - - 393 - 393
(270) - - (270) - (270)
4,628 21 (2,453) 2,196 (112) 2,084
4,628 21 (2,453) 2,196 (112) 2,084
- - (4,000) (4,000) - (4,000)
- 708 - 708 (5) 703
- 708 (4,000) (3,292) (5) (3,297)
374 - - 374 - 374
5,002 729 (6,453) (722) (117) (839)
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Insured Group Limited
Consolidated statement of cash flows

For the year ended 30 June 2011 2011 2010
Notes $'000 $'000

Cash flows from operating activities

Receipts from customers 2,457 10,150
Payments to suppliers and employees (8,134) (7,645)
Interest received 401 420
Finance costs (735) (1,034)
Income taxes paid - (93)
Net cash outflow from operating activities 11(b) (6,011) 1,798
Cash flows from investing activities

Proceeds from sale of subsidiaries 6,708 -
Payments for property, plant and equipment - (41)
Loans to related parties - (269)
Net cash used in investing activities 6,708 (310)
Cash flows from financing activities

Proceeds from issues of shares - 393
Share issue costs - (270)
Proceeds from borrowings - 200
Repayment of borrowings (6,425) (1,344)
Net cash used in financing activities (6,425) (1,021)
Net increase/(decrease) in cash and cash equivalents (5,728) 467
Cash and cash equivalents at the beginning of the year 7,786 7,319
Cash and cash equivalents at the end of the year 11(a) 2,058 7,786

The accompanying notes form part of these financial statements.
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Notes to the financial statements

1. General information

The consolidated financial statements and notes represent those of Insured Group Limited (“Insured Group” or
“the Company”) and its controlled entities (“consolidated entity”). Insured Group is an Australian incorporated
company listed on the New Zealand Stock Exchange (“NZSX”).

The addresses of its registered office and principal place of business are disclosed in the corporate directory of
the annual report. The principal activities of consolidated entity during the financial year ended 30 June 2011 was

the provision of general insurance services such as insurance broking, underwriting agency, risk management and
insurance premium funding.

2. Application of new and revised Accounting Standards
Standards and Interpretations affecting amounts reported in the current period (and/or prior periods)

The following new and revised Standards and Interpretations have been adopted in the current period and have
affected the amounts reported in these financial statements.

Standards affecting presentation and disclosure

Amendments to AASB 7 ‘Financial Instruments: The amendments (part of AASB 2010-4 ‘Further

Disclosure’ Amendments to Australian Accounting Standards
arising from the Annual Improvements Project’)
clarify the required level of disclosures about credit
risk and collateral held and provide relief from
disclosures previously required regarding
renegotiated loans.

Amendments to AASB 101 ‘Presentation of Financial The amendments (part of AASB 2010-4 ‘Further

Statements’ (adopted in advance of effective date of 1 Amendments to Australian Accounting Standards

January 2011) arising from the Annual Improvements Project’)
clarify that an entity may choose to present the
required analysis of items of other comprehensive
income either in the statement of changes in equity
or in the notes to the financial statements.

Amendments to AASB 107 ‘Statement of Cash Flows’ The amendments (part of AASB 2009-5 ‘Further
Amendments to Australian Accounting Standards
arising from the Annual Improvements Project’)
specify that only expenditures that result in a
recognised asset in the statement of financial
position can be classified as investing activities in the
statement of cash flows. Consequently, cash flows in
respect of development costs that do not meet the
criteria in  AASB 138 ‘Intangible Assets’ for
capitalisation as part of an internally generated
intangible asset (and, therefore, are recognised in
profit or loss as incurred) have been reclassified from
investing to operating activities in the statement of

cash flows.
AASB 5 ‘Non-Current Assets Held for Sale and An entity applying AASB 5 is required to measure a
Discontinued Operations’ non-current asset (or disposal group) classified as

held for sale at the lower of its carrying amount and
fair value less costs to sell, and measure a non-
current asset (or disposal group) classified as held for
distribution to owners at the lower of its carrying
amount and fair value less costs to distribute.
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Notes to the financial statements

Standards and Interpretations adopted with no effect on financial statements

The following new and revised Standards and Interpretations have also been adopted in these financial
statements. Their adoption has not had any significant impact on the amounts reported in these financial
statements but may affect the accounting for future transactions or arrangements.

AASB 2009-5 ‘Further Amendments to Australian
Accounting Standards arising from the Annual
Improvements Project’

Except for the amendments to AASB 5 and AASB 107
described earlier this section, the application of AASB
2009-5 has not had any material effect on amounts
reported in the financial statements.

AASB 2009-8 ‘Amendments to Australian Accounting
Standards — Group Cash-Settled Share-based Payment
Transactions’

The application of AASB 2009-8 makes amendments
to

AASB 2 ‘Share-based Payment’ to clarify the scope of
AASB 2, as well as the accounting for group cash-
settled share-based payment transactions in the
separate (or individual) financial statements of an
entity receiving the goods or services when another
group entity or shareholder has the obligation to
settle the award.

AASB 2009-10 ‘Amendments to Australian Accounting
Standards - Classification of Rights Issues’

The application of AASB 2009-10 makes amendments
to AASB 132 ‘Financial Instruments: Presentation’ to
address the classification of certain rights issues
denominated in a foreign currency as either an equity
instrument or as a financial liability. To date, the
Company has not entered into any arrangements that
would fall within the scope of the amendments.

AASB 2010-4 ‘Further Amendments to Australian
Accounting Standards arising from the Annual
Improvements Project’

Except for the amendments to AASB 7 and AASB 101
described earlier this section, the application of AASB
2010-4 has not had any material effect on amounts
reported in the financial statements.

Interpretation 19 ‘Extinguishing Financial Liabilities
with Equity Instruments’

This Interpretation provides guidance regarding the
accounting for the extinguishment of a financial
liability by the issue of equity instruments. In
particular, the equity instruments issued under such
arrangements will be measured at their fair value, and
any difference between the carrying amount of the
financial liability extinguished and the fair value of
equity instruments issued will be recognised in profit
or loss. To date, the Company has not entered into
transactions of this nature.
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Standards and Interpretations in issue not yet adopted

At the date of authorisation of the financial statements, the Standards and Interpretations listed below were in
issue but not yet effective.

Standard/Interpretation Effective for annual Expected to be initially
reporting periods applied in the financial
beginning on or after  year ending

AASB 124 ‘Related Party Disclosures’ (revised
December 2009), AASB 2009-12 ‘Amendments to
Australian Accounting Standards’

1January 2011

30 June 2012

AASB 9 ‘Financial Instruments’, AASB 2009-11
‘Amendments to Australian Accounting Standards
arising from AASB 9’ and AASB 2010-7 ‘Amendments
to Australian Accounting Standards arising from
AASB 9 (December 2010)’

1 January 2013

30 June 2014

AASB 2009-14 ‘Amendments to Australian
Interpretation — Prepayments of a Minimum
Funding Requirement’

1January 2011

30 June 2012

AASB 2010-5 ‘Amendments to Australian Accounting
Standards’

1January 2011

30 June 2012

AASB 2010-6 ‘Amendments to Australian Accounting
Standards — Disclosures on Transfers of Financial
Assets’

1 July 2011

30 June 2012

AASB 2010-8 ‘Amendments to Australian
Accounting Standards — Deferred Tax: Recovery of
Underlying Assets’

1 January 2012

30 June 2013

AASB 10 ‘Consolidated Financial Statements

1 January 2013

30 June 2013

AASB 12 ‘Disclosure of Interests in Other Entities

1 January 2013

30 June 2013

AASB 11 “Joint Arrangements’ (August 2011)

1 January 2013

30 June 2014

AASB 13 ‘Fair Value Measurements’ (September
2011)

1 January 2013

30 June 2014

AASB 2011-9 ‘Amendments to Australian Accounting
Standards — Presentation of Items of Other
Comprehensive Income’ (September 2011)

1 luly 2012

30 June 2013

AASB 119 ‘Employee Benefits’ (reissued September
2011)

1 January 2013

30 June 2014

AASB 1054 ‘Australian Additional Disclosures’ (May
2011)

1 July 2011

30 June 2012

AASB 5 ‘Non-Current Assets Held for Sale and
Discontinued Operations

1January 2011

30 June 2013
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3. Significant accounting policies

3.1  Statement of compliance

These financial statements are general purpose financial statements which have been prepared in accordance
with the Corporations Act 2001, Accounting Standards and Interpretations, and comply with other requirements
of the law.

Accounting Standards include Australian Accounting Standards. Compliance with Australian Accounting Standards
ensures that the financial statements and notes of the consolidated entity comply with International Financial
Reporting Standards.

The financial statements were authorised for issue by the Directors on 24 November 2011.

3.2  Basis of preparation

The consolidated financial statements have been prepared on the basis of historical cost, except for certain non-
current assets and financial instruments that are measured at revalued amounts or fair values. Historical cost is
generally based on the fair values of the consideration given in exchange for assets. All amounts are presented in
Australian dollars, unless otherwise noted.

The consolidated entity is an entity of the kind referred to in ASIC Class Order 98/100, dated 10 July 1998, and in
accordance with that Class Order amounts in the financial report are rounded off to the nearest thousand dollars,
unless otherwise indicated.

The following significant accounting policies have been adopted in the preparation and presentation of the
financial report:

Going concern basis

The consolidated financial statements have been prepared on the going concern basis which contemplates the
continuity of normal business activity and the realisation of assets and the settlement of liabilities in the normal
course of business.

The consolidated entity has incurred a net loss after tax for the year ended 30 June 2011 of $4,000(‘000) (2010:
$2,246('000)), and a net cash outflow from operations of $6,011(‘000) (2010: inflow $1,798(‘000)). At 30 June
2011, the consolidated entity has net current liabilities of $8,949(‘000) (2010: $14,111(*000)) and net liabilities of
$839(*000) (net assets 2010: $2,084(‘000)).

The Company’s ability to continue as a going concern and pay its debts as and when they fall due, given the
Company’s intended operational plans, assumes the following:

a) successful capital raisings through a Prospectus to raise a minimum of $2,000(‘000) to a maximum of
$5,000(‘000) through the issue of new shares in the first quarter of 2012.
b) successful admission and listing on the Australian Securities Exchange.
c) return to an operating net profit position and positive cash flows through:
- active management of the current level of discretionary expenditure in line with funds available to
the Company.
- revenue growth from synergies gained from the Priority One Joint Venture, the terms of which were
communicated to the NZX on 29 April 2011.
d) continued support from the Company’s financial institutions and/or successful refinancing of the
Company’s borrowings (note 20).
e) successful completion and execution of the Heads Of Agreement entered in by the Company and
Priority One Network Group Limited on 15 September 2011, the terms of which were communicated to
the NZX on 26 September 2011.

The Directors have reviewed the business outlook and cash flow forecast and are of the opinion that the use of
the going concern basis of accounting is appropriate as they believe the Company will achieve the matters set out
above. As such, the Directors believe that they will be successful in enabling the Company to seek out and
evaluate investment opportunities and provide working capital. Should the Company be unable to continue as
going concern, it may be required to realise its assets and extinguish its liabilities other than in the normal course
of business and at amounts different from those stated in the financial statements.
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3.3  Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities
controlled by the Company (its subsidiaries) at the end of the reporting period. Control is achieved where the
Company has the power to govern the financial and operating policies of an entity so as to obtain benefits from
its activities.

Income and expense of subsidiaries acquired or disposed of during the period are included in the consolidated
statement of comprehensive income from the effective date of acquisition and up to the effective date of
disposal, as appropriate. A list of controlled entities is contained in Note 24.

Non-controlling interests in the net assets of the consolidated entity are identified separately from the Company’s
equity therein. The interests of non-controlling shareholders may be initially measured either at fair value or at
the non-controlling interest’s proportionate share in the fair value of the acquiree’s identifiable net assets.

All intra group balances and transactions between entities in the consolidated entity have been eliminated in full
on consolidation. Accounting policies of subsidiaries have been changed where necessary to ensure consistency
with those adopted by the parent entity.

3.4  Business combinations

Acquisitions of businesses are accounted for using the acquisition method. Australian Consolidated Insurance
Limited (“ACIL”) was deemed to be the acquirer for accounting purposes under the principles of AASB 3 Business
Combinations when it arranged, via an exchange of shares, to have itself ‘acquired’ by Insured Group (previously
Lombard Group Limited) on 12 April 2010. Therefore, the transaction occurring on that date has been accounted
for as a reverse acquisition under AASB 3. Accordingly, these financial statements have been prepared as a
continuation of the consolidated financial statements of ACIL and its subsidiaries. ACIL has accounted for the
acquisition of Insured Group and its subsidiaries from 12 April 2010.

The impact of the reverse acquisition on each of the primary statements is as follows:
Consolidated Statement of Comprehensive Income

e The 2011 consolidated statements comprise 12 months of Insured Group and its subsidiaries.
e The 2010 consolidated statements comprise 12 months of ACIL and its subsidiaries.

Consolidated Statement of Financial Position

e The 2011 consolidated statement of financial position represents 12 months of Insured Group and its
subsidiaries.

e The 2010 consolidated statement of financial position represents 12 months of ACIL and its subsidiaries.
Consolidated of Changes in Equity

e The 2011 consolidated statement of changes in equity comprises Insured Group’s and its subsidiaries
equity balance at 1 July 2010, its loss for the period and transactions with equity holders for 12 months.

o The 2010 consolidated statement of changes in equity comprises 12 months of ACIL and its subsidiaries.

Consolidated Statement of Cash Flow

e The 2011 consolidated statement of cash flows comprises the cash balance of Insured Group and its
subsidiaries at 1 July 2010, the cash transactions for 12 months and the cash balance of Insured Group and
its subsidiaries at 30 June 2011.

e The 2010 statement of cash flow comprises 12 months of ACIL and its subsidiaries.
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3.5 Goodwill

Goodwill and goodwill on consolidation are initially recorded at the amount by which the purchase price for a
business or for an ownership interest in a controlled entity exceeds the fair value attributed to its net assets at
date of acquisition. Goodwill on acquisition of associates is included in investments in associates. Goodwill is
tested annually for impairment and carried at cost less accumulated impairment loss. Gains and losses on the
disposal of an entity include the carrying amount of goodwill relating to the entity sold.

3.6 Revenue recognition

Revenue is recognised and measured at the fair value of the consideration received or receivable to the extent it
is probable that the economic benefits will flow to the consolidated entity and the revenue can be reliably
measured. The following specific recognition criteria must also be met before revenue is recognised.

Brokerage and commission

Brokerage and commission fee income is brought to account on the effective commencement or renewal date of
the related insurance policy.

Interest revenue

Interest revenue is recognised on a proportional basis taking into account the interest rates applicable to the
financial assets.

Rendering of services

Revenue from the rendering of a service is recognised upon the delivery of the service to the customers.
All revenue is stated net of the amount of goods and services tax (GST).
3.7 Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are classified as operating leases.

Lease payments for operating leases, where substantially all the risks and benefits remain with the lessor, are
charged as expenses on a straight-line basis over the lease term.

3.8 Foreign currencies

The individual financial statements of each group entity are presented in the currency of the primary economic
environment in which the entity operates (its functional currency). For the purpose of the consolidated financial
statements, the results and financial position of each group entity are expressed in Australian dollars (‘$’), which is
the functional currency for the consolidated financial statements.

In preparing the financial statements of each individual group entity, transactions in currencies other than the
entity’s functional currency (foreign currencies) are recognised at the rates of exchange prevailing at the dates of
the transactions. At the end of each reporting period, monetary items denominated in foreign currencies are
retranslated at the rates prevailing at that date. Non-monetary items carried at fair value that are denominated in
foreign currencies are retranslated at the rates prevailing at the date the fair value was determined. Non-
monetary items that are measured in terms of historical cost in a foreign currency are not retranslated.

For the purpose of presenting consolidated financial statements, the assets and liabilities of the consolidated
entity foreign operations are translated into Australian dollars using exchange rates prevailing at the end of the
reporting period. Income and expense items are translated at the average exchange rates for the period, unless
exchange rates fluctuated significantly during that period, in which case the exchange rates at the dates of the
transactions are used. Exchange differences arising, if any, are recognised in other comprehensive income and
accumulated in equity (attributed to non-controlling interests as appropriate).
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3.9  Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of assets that necessarily take
a substantial period of time to prepare for their intended use of sale, are added to the cost of those assets, until
such time as the assets are substantially ready for their intended use or sale.

All other finance costs are recognised in income in the period in which they are incurred.
3.10 Employee benefits

A liability is recognised for benefits accruing to employees in respect of wages and salaries, annual leave, long
service leave and sick leave when it is probable that settlement will be required and they are capable of being
measured reliably.

Liabilities recognised in respect of short-term employee benefits are measured at their nominal values using the
remuneration rate expected to apply at the time of settlement.

3.11 Taxation

The income tax benefit/(expense) for the period is the tax payable on the current period’s taxable income based
on the applicable income tax rate adjusted by changes in deferred tax assets and liabilities attributable to
temporary differences and to unused tax losses and the effect on tax concessions.

Deferred income tax is provided on all temporary differences at the reporting date between the tax bases of
assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred income tax assets are recognised for all deductible temporary differences, carry-forward of unused tax
assets and unused tax losses, to the extent that it is probable that taxable profit will be available against which the
deductible temporary differences, and the carry-forward of unused tax assets and unused tax losses can be
utilised. A deferred income tax asset is not recognised where the deferred income tax asset relating to the
deductible temporary arises from the initial recognition of an asset or liability in a transaction that is not a
business combination and, at the time of transaction, affects neither the accounting profit nor taxable profit or
loss.

The carrying amount of deferred income tax assets is reviewed at each reporting date and reduced to the extent
it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred income
tax to be utilised.

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year
when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted by
the end of the reporting period. Income taxes relating to items recognised directly in equity are recognised in
equity and not in the statement of comprehensive income.

3.12 Property, plant and equipment
Plant and equipment are measured on the cost basis less depreciation and impairment losses.

The carrying amount of plant and equipment is reviewed annually by Directors to ensure it is not in excess of the
recoverable amount from these assets. The recoverable amount is assessed on the basis of the expected net cash
flows that will be received from the assets’ employment and subsequent disposal. The expected net cash flows
have been discounted to their present values in determining recoverable amounts.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits associated with the item will flow to the consolidated
entity and the cost of the item can be measured reliably. All other repairs and maintenance are charged to profit
or loss during the financial period in which they are incurred.
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Depreciation

The depreciable amount of all fixed assets including buildings and capitalised lease assets but excluding freehold
land is depreciated on a straight-line basis over the asset’s useful life to the consolidated entity commencing from
the time the asset is held ready for use. Leasehold improvements are depreciated over the shorter of either the
unexpired period of lease or the estimated useful lives of the improvements.

The depreciation rates used for plant and equipment are 7.5% - 36%.

The asset’s residual values and useful lives are reviewed and adjusted if appropriate, at the end of each reporting
period.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount
is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with the carrying amount. These gains or
losses are included in profit or loss. When revalued assets are sold, amounts included in the revaluation surplus
relating to that asset are transferred to accumulated losses.

3.13 Provisions

Provisions are recognised when the consolidated entity has a present obligation (legal or constructive) as a result
of past events, for which it is probable that an outflow of economic benefits will result and that outflow can be
reliably measured. Provisions are measured using the best estimate of the amounts required to settle the
obligation at the end of the reporting period.

Provision is made for benefits accruing to employees in respect of wages and salaries, annual leave, long service
leave, and sick leave when it is probable that settlement will be required and they are capable of being measured
reliably. Provisions made in respect of employee benefits expected to be settled within 12 months are measured
at their nominal values using the remuneration rate expected to apply at the time of settlement. Provisions made
in respect of employee benefits which are not expected to be settled within 12 months are measured as the
present value of the estimated future cash outflows to be made by the Group in respect of services provided by
employees up to reporting date.

3.14 Financial instruments

Initial recognition and measurement

Financial assets and financial liabilities are recognised on the consolidated statement of financial position when
the consolidated entity becomes a party to the contractual provisions of the instruments. For financial assets, this
is equivalent to the date the consolidated entity commits itself to either purchase or sell the asset (i.e. trade date
accounting is adopted).

Financial instruments are initially measured at fair value plus transaction costs, except where the instrument is
classified ‘at fair value through profit or loss’, in which case transaction costs are expensed to profit or loss
immediately.

Classification and subsequent measurement

Financial instruments are subsequently measured at fair value, amortised cost using the effective interest rate
method or cost. Fair value represents the amount for which an asset could be exchanged or a liability settled,
between knowledgeable willing parties. Where available, quoted prices in an active market are used to determine
fair value. In other circumstances, valuation techniques are adopted.
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Amortised cost is calculated as : (i) the amount at which the financial asset or financial liability is measured at
initial recognition; (ii) less principal payments; (iii) plus or minus the cumulative amortisation of the difference, if
any, between the amount initially recognised and the maturity amount calculated using the effective interest
method; and (iv) less any reduction for impairment.

The effective interest method is used to allocate interest income or interest expense over the relevant period and
is equivalent to the rate that exactly discounts estimated future cash payments or receipts (including fees,
transaction costs and other premiums or discounts) through the expected life (or when this cannot be reliably
predicted, the contractual term) of the financial instrument to the net carrying amount of the financial asset or
financial liability. Revisions to expected future net cash flows will necessitate an adjustment to the carrying value
with a consequential recognition of an income or expense in profit or loss.

The consolidated entity does not designate any interests in subsidiaries, associates or joint venture entities as
being subject to the requirements of Accounting Standards specifically applicable to financial instruments.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active market and are subsequently measured at amortised cost.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are either not capable of being classified
into other categories of financial assets due to their nature or are designated as such by management. They
comprise investments in the equity of other entities where there is neither a fixed maturity nor fixed or
determinable payments.

Available-for-sale financial assets are included in non-current assets, except for those which are expected to be
disposed of within 12 months after the end of the reporting period, which will be classified as current assets.

Financial liabilities
Non-derivative financial liabilities (excluding financial guarantees) are subsequently measured at amortised cost.
Derecognition

Financial assets are derecognised where the contractual rights to receipt of cash flows expire or the asset is
transferred to another party whereby the entity no longer has any significant continuing involvement in the risks
and benefits associated with the asset. Financial liabilities are derecognised where the related obligations are
either discharged, cancelled or expire. The difference between the carrying value of the financial liability
extinguished or transferred to another party and the fair value of consideration paid, including the transfer of non-
cash assets or liabilities assumed, is recognised in profit or loss.

3.15 Goods and services tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax (GST), except where
the amount of GST incurred is not recoverable from the taxation authority. In these circumstances, the GST is
recognised as part of the cost of acquisition of the asset or as part of an item of expense. Receivables and
payables in the statement of financial position are shown inclusive of GST.

Cash flows are included in the statement of cash flows on a gross basis. The GST component of cash flows arising
from investing and financing activities which is recoverable from, or payable to, the taxation authority is classified
as operating cash flows.
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3.16  Comparative amounts

Where required by Accounting Standards, comparative figures have been adjusted to conform to changes in
presentation for the financial year ended 30 June 2011.

Where the consolidated entity has retrospectively applied an accounting policy, made a retrospective
restatement of items in the financial statements or reclassified items in its financial statements, an additional
statement of financial position as at the beginning of the earliest comparative period will be disclosed.

4. Critical accounting judgements and key sources of estimation uncertainty

In application of the consolidated entity’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 other sources. The estimates and associated assumptions are based on historical
experience and other factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised if the revision affects only that period or in the
period of the revision and future periods if the revision affects both current and future periods.

Key judgements

Estimation of useful lives of assets

The consolidated entity determines the estimated useful lives and related depreciation and amortisation charges
for its property, plant and equipment and definite life intangible assets. The useful lives could change significantly
as a result of technical innovations or some other event. The depreciation and amortisation charge will increase
where the useful lives are less than previously estimated lives, or technically obsolete or non-strategic assets that
have been abandoned or sold will be written off or written down.

Impairment

The consolidated entity assesses impairment at each reporting date by evaluating conditions specific to the
consolidated entity that may lead to impairment of assets. When an impairment trigger exists, the recoverable
amount of the asset is determined. Value-in-use calculations performed in assessing recoverable amounts
incorporate a number of key estimates including estimated discount rates based on the current cost of capital
growth and growth rates of the estimated cash flows (refer note 16).

5. Revenue and other income

2011 2010
$'000 $'000
Revenue
Brokerage and commission 3,688 5,614
Other income
Other income 82 206
Interest 221 191
Total revenue and other income 3,991 6,011
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6. Segment information

Information reported to the chief operating decision maker for the purposes of resource allocation and
assessment of segment performance focuses on type of services delivered or provided. The Group's reportable
segments under AASB 8 are therefore as follows:

¢ Insurance broking

o Other services and expenditure

Insurance broking relates to broking services operating through three wholly owned subsidiaries being ACI
Broking Services Pty Ltd (NSW), ACI Broking (WA) Pty Ltd and ACI Broking (Vic) Pty Ltd. The consolidated entity
believes that Western Australia has the greatest potential for growth.

Other services relate to risk management and underwriting services provided in Australia and New Zealand. The
other expenditure relates to head office costs incurred within the parent entity.

Accounting policies

Segment revenues and expenses are those directly attributable to the segments and include any joint revenue
and expenses where a reasonable basis of allocation exists. Segment assets include all assets used by a segment
and consist principally of cash, receivables, intangibles and property, plant and equipment, net of allowances and
accumulated depreciation and amortisation. While most such assets can be directly attributed to individual
segments, the carrying amount of certain assets used jointly by two or more segments is allocated to the
segments on a reasonable basis. Segment liabilities consist principally of payables, employee benefits, accrued
expenses, provisions and borrowings.

Information regarding these segments is presented below:

Segment results 2011 2010

$'000 $'000
Revenue — broking services 3,159 5,182
Revenue — other services 529 432
Interest and other revenue — broking services 168 184
Interest and other revenue — other services 135 213
Total revenue 3,991 6,011
Employee benefit expenses and commission paid — broking services (1,622) (2,869)
Employee benefit expenses and commission paid — other services (1,586) (2,213)
Occupancy and other expenses — broking services (496) (913)
Occupancy and other expenses — other services (2,048) (1,842)
Total for continuing operations (1,761) (1,826)
Finance costs — head office (735) (851)
Depreciation and amortisation expenses — head office (70) (111)
Loss before tax for continuing operations (2,566) (2,788)
Profit before tax for discontinued operations — head office (1,434) 847
Income tax expense — head office - (305)
Loss for the period (4,000) (2,246)
Segment assets
Broking services 8,183 12,412
Other services 8,470 18,395
Discontinued operations - 12,263
Consolidated assets 16,653 43,070

Segment liabilities

Broking services 6,781 11,807
Other services 10,711 19,081
Discontinued operations - 10,098
Consolidated liabilities 17,492 40,986
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6. Segment information (cont’d)

The consolidated entity’s revenue from continuing operations and information about its consolidated assets are
detailed below.

Revenue Assets
2011 2010 2011 2010
$'000 $'000 $'000 $'000
Australia 3,965 6,011 16,549 32,322
New Zealand 26 - 104 10,748
3,991 6,011 16,653 43,070

Information about major customers

No single customer contributed 10% or more to the consolidated entity’s revenue for both 2011 and 2010.

7. Loss before income tax

Loss for the year has been derived after accounting for the following:

2011 2010
$'000 $'000
Employee benefits expense:
Wages and salaries 2,100 3,249
Superannuation 122 281
Workers compensation 8 10
Payroll taxes 88 379
Increase/(decrease) in liability for annual leave 54 (8)
Contractors and temps 189 244
Other - 67
2,561 4,222
Occupancy expenses 479 443
Finance costs:
Borrowing costs — financial institution 735 851
Depreciation and amortisation expense:
Plant and equipment 70 111
Other expenses
General and administration 931 933
Consultants 371 139
Accounting fees 46 21
Audit fees (refer note 30) 113 217
Bank fees 324 294
Software licenses and IT costs 138 239
Advertising and marketing 11 153
Travel and accommodation 84 165
Foreign exchange loss 47 151
Total other expenses 2,065 2,312
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8. Income taxes

2011 2010
$'000 $'000
Income tax expense recognised in profit or loss
Current tax benefit - 6
Deferred tax expense relating to the origination
and reversal of temporary differences - (311)
Total income tax expense - (305)

The prima facie income tax expense on pre-tax accounting loss from operations reconciles to the income tax
expense in the financial statements as follows:

Loss from continuing operations (2,566) (2,788)
(Loss)/profit from discontinuing operations (1,434) 847
Total loss from operations (4,000) (1,941)
Income tax benefit calculated at 30% (1,200) (582)

Effect of expenses that are not deductible

in determining taxable loss 709 773
Effect of additional deductible items (278) (583)
Reversal of previously recognised deferred tax assets - (339)
Unused tax losses not brought to account as deferred tax assets 769 426
- (305)
The applicable weighted average effective tax rates are as follows: 0% 16%

The change of rate from 2010 was a result of the reversal of deferred tax assets.

The tax rate used for the 2011 and 2010 reconciliations above is the corporate tax rate of 30% payable by
Australian corporate entities on taxable profits under Australian tax law.

Income tax recognised in other comprehensive income

2011 2010
Tax Before- Tax
Before-tax  (Expense)  Net-of-tax tax (Expense)  Net-of-tax
Amount Benefit Amount  Amount Benefit Amount
$'000 $'000 $'000 $'000 $'000 $'000
Translation of foreign operations 1,005 (302) 703 29 9) 20
2011 2010
$'000 $'000
Unrecognised deferred tax assets
Tax losses 1,195 426

Tax losses

Unused tax losses for which no deferred tax asset has been recognised have not been disclosed as the future
recovery of those losses is subject to the Company satisfying the requirements imposed by the regulatory taxation
authorities. The benefits of deferred tax assets not brought to account will only be brought to account if;

o future assessable income is derived of a nature and of an amount sufficient to enable the benefit to be
realised;

) the conditions for deductibility imposed by tax legislation continue to be complied with; and

o no changes in tax legislation adversely affect the Company in realising the benefit.
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9. Discontinued operations

On 3 September 2010, the consolidated entity entered into a share sale agreement in relation to the sale of 100%
of the issued ordinary shares in Classic Cover Insurance Limited (NZ) and Tasman Insurance Consultants Limited
(N2).

On 27 October 2010, the consolidated entity entered into a share sale agreement relating to the sale of 100% of
the issued ordinary shares in CEMAC Pty Ltd.

On 1 October 2010, the consolidated entity entered into an asset sale agreement relating to the sale of ACI
Broking (Vic) Pty Ltd entire portfolio of insurance policies and all of the goodwill associated with those policies.

The consolidated entity has not recognised any impairment losses in respect to the above sales which were
completed subsequent to the financial year. The disposal of the above entity’s and assets is consistent with the
consolidated entity’s strategic goals and policies to focus on activities in Australian and to reduce current debt
levels. Details of the assets and liabilities reclassified as held for sale are disclosed in note 13.

Analysis of (loss)/profit for the year from discontinued operations and sale of subsidiaries

The combined results of the discontinued operations included in the statement of comprehensive income are set
out below:

2011 2010
$'000 $'000

(Loss)/profit for the year from discontinued operations
Revenue 964 4,179
Other income 41 104
Commission paid (62) (279)
Employee benefits expense (571) (1,558)
Occupancy expenses (113) (283)
Finance costs - (182)
Depreciation and amortisation expense (10) (29)
Other expenses (189) (1,105)
Profit for the year 61 847
Loss on sale of subsidiaries

Intercompany loan written off (972) -

Loss on disposal (523) -
Total loss on disposal (1,495) -
(Loss)/profit for the year from discontinued operations (1,434) 847
Cash flows from discontinued operations
Net cash outflows from operating activities - 133
Net cash outflows from financing activities 3,423 -

3,423 133
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10. Loss per share

Basic and diluted earnings/(loss) per share
From continuing operations

From discontinued operations

Total basic and diluted loss per share

2011

cents per share

2010

cents per share

(0.17) (0.08)
(0.10) 0.02
(0.27) (0.06)

The loss and weighted average number of ordinary shares used in the calculation of basic and diluted loss per

share are as follows:

Loss for the year attributable to members of the consolidated entity

Loss used in the calculation of total basic and diluted loss per share
(Profit)/loss for the year from discontinued operations used in the
calculation of basic and diluted loss per share from discontinued
operations.

Loss used in the calculation of basic and diluted earnings per share from
continuing operations

Weighted average number of ordinary shares for the purposes of basic and
diluted loss per share

11. Cash and cash equivalents

(a) Reconciliation of cash

Cash at bank - general

Cash at bank - trust

Cash and cash equivalents in the statement of financial position
Cash assets classified as held for sale (refer note 13)

Bank overdraft (refer note 17)

Cash and cash equivalents in the statement of cash flows

(b) Reconciliation of loss for the year to net cash flows from operating
activities

Loss for the year after income tax

Depreciation and amortisation

Impairment of goodwill

Share-based payments

Deferred tax asset write-off

Foreign exchange difference

Loss on disposal of subsidiaries

Deemed value of shares issued to effect reverse takeover
Operating (loss)/profit before changes in working capital
Decrease in assets:

Trade and other receivables

Increase/(decrease) in liabilities:

Trade and other payables

Net cash from operating activities

2011 2010
$'000 $'000
(4,000) (2,246)
(4,000) (2,246)
1,434 (847)
(2,566) (3,093)
2011 2010
No.(*000) No.(*000)
1,503,654 41,362
2011 2010
$'000 $'000
79 168
2,200 4,745
2,279 4,913
- 3,109
(221) (236)
2,058 7,786
(4,000) (2,246)
70 140
- 300
- 52
- 305
709 266
1,495 -
374 -
(1,352) (1,183)
3,203 275
(7,862) 2,706
(6,011) 1,798
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12. Trade and other receivables

2011 2010
$'000 $'000
Trade debtors 5,717 10,480
Deferred sales proceeds 1,657 -
Provision for cancellations/doubtful debts (1,374) (845)
Other receivables 130 21
Deposits 134 7
Withholding credits - 37
6,264 9,700
12.1. Provision for cancellations/doubtful debts
2011 2010
$'000 $'000
Balance at beginning of period 845 -
Additional provision raised during period 529 845
Balance at end of period 1,374 845

The provision for cancellation/doubtful debts expense is included in revenues in the consolidated statement of
comprehensive income.

12.2. Analysis of trade debtors and other receivables

Past due but not impaired

Gross Within trade (Days overdue)
Amount terms <30 31-60 >60
$'000 $'000 $'000 $'000 $'000
2011
Trade debtors 5,558 1,168 3,418 462 510
Other debtors 159 159 - - -
Other receivables 130 130 - - -
Total 5,847 1,457 3,418 462 510
2010
Trade debtors 9,415 1,592 5,905 1,218 700
Other debtors 1,065 1,065 - - -
Other receivables 21 21 - - -
Total 10,501 2,678 5,905 1,218 700

13. Assets classified as held for sale

Cash and cash equivalents - 3,109
Trade and other receivables - 5,023
Property, plant and equipment - 71
Deferred tax assets - 31
Intangible assets - 4,028
- 12,262
Liabilities directly associated with assets classified as held for sale
Trade and other payables - 7,691
Provisions - 123
Deferred considerations - 2,284
- 10,098
Net assets classified as held for sale - 2,164

Insured Group Limited Page 37




Insured Group Limited
Notes to the financial statements

14. Property, plant and equipment

Plant and
equipment
$'000
Gross carrying amount
Balance at 1 July 2009 740
Additions 41
Assets transferred to assets held for sale (refer note 13) (158)
Balance at 30 June 2010 623
Additions -
Disposals -
Balance at 30 June 2011 623
Accumulated depreciation
Balance at 1 July 2009 (385)
Depreciation expense (111)
Depreciation expense — assets held for sale (29)
Assets transferred to assets held for sale (refer note 13) 87
Balance as 30 June 2010 (438)
Depreciation expense (70)
Balance at 30 June 2011 (508)
Net book value
As at 30 June 2010 185
As at 30 June 2011 115
15. Financial assets
2011 2010
$'000 $'000
Loan to related parties (i) - 269

(i) $269 (‘000) represents the loan from Australian Consolidated Insurance Limited to Insured Group Limited. This
amount has been eliminated upon consolidation.

16. Intangibles

2011 2010

$'000 $'000
Goodwill on consolidation 7,995 15,741
Reconciliation of goodwill
Balance at the beginning of period 15,741 20,335
Disposal (7,746) -
Assets transferred to assets held for sale (refer to note 13) - (4,028)
Effect of foreign exchange rates - (266)
Impairment - (300)
Closing balance at the end of period under consideration 7,995 15,741

Impairment expense is included in other expenses in the consolidated statement of comprehensive income.

Goodwill on consolidation represents the excess total cost in the subsidiary company over the net equity
acquired. Note that goodwill includes contingent liabilities related to future settlement payouts as the liability is
considered probable and measurable.

Insured Group Limited Page 38




Insured Group Limited
Notes to the financial statements

Goodwill is allocated to cash-generating units (CGU) as below:

2011 2010

$'000 $'000
Australian Broking 7,602 8,756
Australian Underwriting 25 6,035
New Zealand Broking - 582
New Zealand Life 368 368
7,995 15,741

Impairment testing

In assessing whether impairment is required against the carrying value of an asset, its carrying value is compared
with its recoverable amount. The recoverable amount is the higher of the asset’s fair value less costs to sell and
value-in-use. The consolidated entity estimates value-in-use using a discounted cash flow model.

The calculation of value-in-use is most sensitive to the following assumptions:

e Operating expenditure:  Management has based profit before tax on budgeted cost cuts.
e Long term growth: Management has applied a long term growth rate of 12.5% based on industry
surveys and the expected synergies gain from the Priority One Joint Venture.

The future cash flows are adjusted for risks specific to the CGU and discounted using a pre-tax discounted rate of
19%. Management also estimates that the fair-value less costs to sell as indicated by recent offers obtained from
independent third parties for the consolidated entity and offers received and accepted for former subsidiaries of
the consolidated entity is in excess of the carrying value of goodwill.

Sensitivity
As discussed in note 4, the directors have made judgements and estimates in respect of impairment testing of
goodwill. Should these judgements and estimates not occur, the resulting goodwill may vary in carrying amount.
The sensitivities are as follows:

a. the long term growth rate would need to decrease by more than 1% before goodwill would need to be

impaired, with all other assumptions remaining constant.
b. the discount rate would be required to increase by 1% before goodwill would need to be impaired, with
all other assumptions remaining constant.

17. Trade and other payables

Trade creditors 177 321
Underwriters and sub-intermediaries 6,037 12,418
Superannuation and PAYG expense 355 270
Sundry payable and accrued expenses 324 840
Bank overdraft 221 273
Fringe benefit taxation 17 47
GST, withholding, payroll taxes and stamp duties 1,734 1,106
Director loan (refer note 29) 182 210

9,047 15,485

Bank overdrafts
Bank overdraft facilities are arranged with St George Bank with the usual terms and conditions being set and
agreed to annually or when reviewed in the process of re-financing loan agreements.

Interest rates are variable and subject to adjustment.

Insured Group Limited Page 39




Insured Group Limited
Notes to the financial statements

18. Provisions

2011 2010
$'000 $'000
Provision for annual leave 57 143
Provision for long service leave 40 46
97 189
Long term benefits Annual leave
2011 2010 2011 2010
$'000 $'000 $'000 $'000
Balance at the beginning of the year 46 29 143 272
Additional provisions raised during year 5 17 160 225
Amounts used (12) - (246) (354)
Balance at the end of the year 40 46 57 143
19. Deferred consideration
2011 2010
$'000 $'000
Current 612 3,407

Deferred consideration relates to amounts still outstanding to the vendors of investments which have been
purchased.

Movement 2011 2010

$'000 $'000
Balance at the beginning of the year 3,407 7,034
Additional outstanding purchase payments -
Repayments (2,551) (1,343)
Adjustments to vendor payments (244) -
Transferred to assets classified as held for sale (refer note 13) - (2,284)
612 3,407

20. Borrowings

2011 2010
$'000 $'000
Current
Bank facility 2,577 2,491
Lease liability 17 23
Overdraft facilities 5,142 -
Commercial bills - 9,293
7,736 11,807

(@)  Total current and non-current liabilities secured by a fixed and floating charge over ACIL and all
controlled entities $7,736 (‘000) (2010: $11,807 (‘000)).

(b)  ADirector has provided a limited guarantee to the drawn extent of the financial liability facilities.

(c) Commercial bills payable have been drawn as a source of long-term finance. They matured during
the period at which they were rolled into overdraft facilities. They bear a weighted variable interest at
7.20% payable monthly in arrears (2010: 7.20%).
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Credit standby arrangements with banks

2011 2010

$'000 $'000
Credit facility 2,500 2,500
Amount utilised (2,551) (2,491)
(51) 9

The major facilities are summarised as follows:

Commercial Bill / overdraft facilities

$9,340,000 three year variable rate interest rate facility provided by St George Bank matured during fiscal year
2011 at which time they were rolled into overdraft facilities maturing in January 2012.

21. Issued capital

2011 2010

$'000 $'000
1,503,653,824 fully paid ordinary shares (2010: 42,834,287) 5,002 4,628

2011 2010
No. $'000 No. $’000

Fully paid ordinary shares
Balance at beginning of financial year 42,834,287 4,628 37,490,000 4,276
Reversal of ACIL shares (42,834,287) - - -
Shares issued (i) 1,503,653,824 374 - -
Shares issued (ii) - - 1,964,705 393
Shares issued (iii) - - 2,608,499 52
Shares issued (iv) - - 771,083 177
Share issue costs - - - (270)
Balance at end of financial year 1,503,653,824 5,002 42,834,287 4,628

Fully paid ordinary shares have no par value, carry one vote per share and carry the right to dividends.

0) Shares issued in accordance with the takeover offer made for all shares in ACIL.

(i) Shares issued at 20 cents per share.

(i) Shares issued to employees as part of an incentive scheme at a deemed value of $0.02 per share.

(iv) Shares issued for the conversion of 23,390,000 unlisted options exercisable at 23 cents per share on or
before 31 December 2009 as part consideration for the reverse takeover transaction.

22. Reserves

2011 2010
$'000 $'000
Foreign currency translation reserve 729 21

Exchange differences relating to the translation from the functional currencies of consolidated entity’s foreign
controlled entities into Australian dollars ($) are bought to account by entries made directly to the foreign
currency translation reserve.
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23. Share Based Payments

2011 2010
Weighted Weighted
Number of average Number of average
options exercise options exercise
price ($) price ($)
Outstanding at the beginning of year - - 23,390,000 0.23
Exercised - - - -
Granted - - - -
Expired - - - -
Converted into ordinary shares (note 21) - - (23,390,000) 0.23
Qutstanding at year-end - - - -
24. Subsidiaries
Entity Incorporation 2011 2010
Ownership Ownership
Insured Group Limited (i) Australia 100% -
ACI Limited Australia 100% 100%
ACI Broking Services Limited Australia 100% 100%
ACI Broking (WA) Pty Ltd Australia 100% 100%
ACI Broking (VIC) Pty Ltd Australia 100% 100%
Aurora Underwriting Agency Pty Ltd Australia 100% 100%
Tasman Premium Finance Pty Ltd Australia 100% 100%
Cemac Pty Ltd (iii) Australia - 100%
Consolidated Risk Management Pty Ltd Australia 100% 100%
Consolidated Underwriting Services Pty Ltd Australia 100% 100%
Consolidated Wealth Management Pty Ltd Australia 100% 100%
Tasman Insurance Consultants Limited (ii) New Zealand - 100%
Classic Cover Insurance Limited (ii) New Zealand - 100%
Aurora Underwriting Agency Limited New Zealand 100% 100%
Tasman Premium Finance Limited New Zealand 100% 100%
Lighthouse Financial Advisers Limited New Zealand 51% 51%

() Acquired 100% via reverse takeover transaction.

(i) Disposed of 100% of the issued ordinary shares in the two New Zealand subsidiaries, Tasman Insurance Consultants
Limited and Classic Cover Insurance Limited for an aggregate purchase price of approximately NZ$6.1 million
(approximately A$4.9 million).

(iii) Disposal of 100% of the issued ordinary shares in Cemac Pty Ltd for an aggregate purchase price of up to
approximately A$5.5 million and assets within the Victoria subsidiary, ACI Broking (VIC) Pty Ltd for an aggregate
purchase price of approximately A$1.166 million.

The proceeds from the above sales (ii) and (iii) reduced bank borrowings, consistent with the Company’s strategy
to reduce debt levels during a time of global uncertainty and to combine resources to focus to the Western
Australian region.
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25. Commitments

a) Finance lease commitments payable 2011 2010
$'000 $'000

Not longer than 1 year 17 23

Longer than 1 year and not longer than 5 years - -

Minimum lease payments 17 23

Less future finance charges - -

Present value of minimum lease payments 17 23

The commitment refers to a capital finance lease of computer equipment. It commenced in 2006 and is a 5 year
lease. Payments are made in advance. There are no contingent payments or receivables due.

b) Operating leases commitments payable

The commitments refer to leasing agreements for rental properties held by ACIL, ACI Broking Services Pty Ltd and
also an equipment lease held by Brian Bushell & Associates Pty Ltd. All leases are non-cancellable with rent
payable monthly in advance. Contingent rental provisions within the property lease agreements require the
minimum lease payments to be increased by a range between 4% and CPI plus 1% annually. The leases allow for
subletting and hold options to renew the leases at the end of the current terms for additional unspecified terms.

2011 2010

$'000 $'000
Not longer than 1 year 353 437
Longer than 1 year and not longer than 5 years 108 407
461 844

26. Capital Management

The Directors controls the capital of the consolidated entity in order to maximize the return to shareholders and
ensure the consolidated entity can fund its operations and continue as going concern.

The Directors effectively manages the consolidated entity’s capital by assessing the consolidated entity’s financial
risks and adjusting its capital structure in response to changes in these risks and in the market. These responses
include the management of expenditure and debt levels, distributions to shareholders and share option issues.
Currently, there is no mechanism in place to measure the gearing ratio. There have been no changes in the
strategy adopted by management to control the capital of the consolidated entity since prior year.

The consolidated entity is not subject to any externally imposed capital requirements.

27. Contingent liabilities and contingent assets

Contingent liabilities in regards to subsidiaries, payable after 30 June 2011 is $612(‘000) (2010: $3,407(‘000)).
These amounts have been recognized as a liability however, the final amounts payable may vary depending on
the performance of each subsidiary concerned.
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28. Financial instruments

a) The consolidated entity has exposure to credit, liquidity and interest rate risks from their use of financial
instruments.

Credit risks

Credit risk refers to the risk that the counterparty will default on its contractual obligations resulting in a financial
loss to the Company or the consolidated entity. The Company and the consolidated entity has adopted a policy of
only dealing with credit worthy counterparties and obtaining sufficient collateral or other security where
appropriate, as a means of mitigating the risk if financial loss from defaults. Financial instruments that potentially
subject the consolidated entity to credit risk principally consist of cash and cash equivalents, loans and advances
and receivables.

The maximum exposure to credit risk, excluding the value of any collateral or other security, at reporting date to
recognized financial assets, is the carrying amount, net of any provisions for impairment of those assets, as
disclosed in the consolidated statement of financial position and notes to the financial statements.

The Company and the consolidated entity does not have any material credit risk exposure to any single receivable
or group of receivables under financial instruments entered into by the Company or the consolidated entity.

Liquidity risk

The Company and consolidated entity manages liquidity risk by monitoring forecast cash flows and ensuring that
adequate funding is maintained. The Company’s and consolidated entity’s operations include planned capital
raising on an on-going basis to fund its planned acquisition program. If the Company or consolidated entity does
not raise capital in the short term, it can continue as a going concern by reducing planned but not committed
acquisition expenditure until funding is available.

The remaining contractual maturities of the consolidated entity’s are:

2011 2010
Not longer than 1 year $'000 $'000
Deferred consideration 612 3,407
Trade and other payables 9,047 15,485
Borrowings 7,736 11,807
Total 17,395 30,699

Interest rate risk

Interest rate risk is managed by investing cash with major institutions in both cash on deposit and term deposit
accounts.

An increase in interest rates of 2% would have decreased the consolidated entity’s loss by $200,313 (2010
$334,940). Where interest rates decreased, there would be an equal and opposite impact on the loss.

Fair value of financial assets and liabilities

The aggregate net fair values of financial assets and financial liabilities, at the reporting date, are approximated by
their carrying value.
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28. Financial instruments (cont’d)

Categories of financial instruments

Financial assets 2011 2010
$'000 $'000
Cash and cash equivalents 2,279 4913
Trade and other receivables 6,264 9,700
Assets classified as held for sale - 12,262
Financial assets - 269
8,543 27,145

Financial liabilities

Trade and other payables 9,047 15,485
Financial liabilities — loans payable 7,736 11,807
Deferred consideration 612 3,407
Liabilities classifies as held for sale - 10,098

17,395 40,797

29. Related party transactions

Equity interests in subsidiaries

Details of the percentage of ordinary shares held in subsidiaries are disclosed in note 24 to the financial
statements.

Transactions with key management personnel

i. Key management personnel compensation

The names and positions of key management personnel are disclosed within the Directors’ Report. The total
remuneration paid to key management personnel during the year was $607,539 (2010: $548,500).

Two non-executive Directors are each paid an annual consulting fee of $20,000 per year (quarterly in arrears);
executive Directors are remunerated through their employment contracts.

ii. Other transactions with key management personnel of the consolidated entity

Anne-Marie Syme loaned the Company $200,000 for working capital purposes. The loan has a fixed interest rate
of 6.75% per annum payable on maturity. As at 30 June 2011 the loan amount was $182,265 (2010: $209,901).

iii. Transactions with other related parties

The following asset/(liability) loan balances arising from transactions between the Company and its other related
parties are outstanding at the reporting date. All amounts advanced to or payable to other related parties are
unsecured, interest free and have no fixed repayment date.

Entity 2011 2010
$ $

Insured Group Limited - 269,108
ACI Limited (678,324) -
ACI Broking (WA) Pty Ltd 21,204 181,277
Consolidated Underwriting Services Pty Ltd - 111
Classic Cover Insurance Limited - 342,394
CEMAC Pty Ltd - 338,541
Lighthouse Financial Advisers Limited 353,009 357,057
Tasman Insurance Consultants Limited - 781,038
Consolidated Wealth Management Pty Ltd - 4,019
ACI Broking Services Pty Ltd - (98,809)
ACI Broking (VIC) Pty Ltd (12,000) (78,981)
Aurora Underwriting Agency Pty Ltd - (64,188)
Consolidated Risk Management Pty Ltd - (24,601)
Tasman Premium Finance Limited - (2,013,900)

Insured Group Limited Page 45




Insured Group Limited
Notes to the financial statements

29. Related party transactions (cont’d)

The following management fees were paid (to)/by the Company:

Entity 2011 2010
$ $

ACI Limited 633,100 -
ACI Broking Services Pty Ltd (199,200) (60,000)
ACI Broking (WA) Pty Ltd (199,200)  (1,549,334)
ACI Broking (VIC) Pty Ltd - 75,000
Aurora Underwriting Agency Pty Ltd 221,500 126,400
CEMAC Pty Ltd (317,500) (753,000)
Consolidated Risk Management Pty Ltd (20,000) (35,868)
Tasman Insurance Consultants Limited - (286,624)

Transactions with key management personnel

Key management personnel compensation
The aggregate compensation made to Directors of the Company is set out below:

2011 2010
$'000 $'000
Short- term employee benefits 554 513
Post-employment benefits 35 36
Other benefits 65 -
654 549
Key management personnel equity holdings
Fully paid ordinary shares of Insured Group Limited
Balance Net other Held on Balance
at 1 July Acquired change resignation at 30 June
No. No. No. No. No.
2011
Wayne Miller 454,758,301 - - - 454,758,301
Anne-Marie Syme 7,232,404 - - - 7,232,404
Santino Di Giacomo 3,505,134 - - - 3,505,134
Mark Shelton 97,328,801 - - 97,328,801 N/A
Trevor Jacobs 10,342,581 - - 10,342,581 N/A
2010
Wayne Miller 454,758,301 - - - 454,758,301
Anne-Marie Syme 7,232,404 - - - 7,232,404
Santino Di Giacomo 3,505,134 - - - 3,505,134
Mark Shelton 97,328,801 - - - 97,328,801
Trevor Jacobs 10,342,581 - - - 10,342,581
30. Remuneration of auditors
2011 2010
$'000 $'000
Auditor of the Company
Audit and review of parent entity 90 175
Audit and review of subsidiaries 23 42
113 217

The auditor of Insured Group Limited is Grant Thornton Audit Pty Ltd
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31. Events after the reporting period

There has not been any matter or circumstance occurring subsequent to the end of the financial year that has
significantly affected, or may significantly affect, the operations of the consolidated entity, the results of those
operations, or the state of affairs of the consolidated entity in future financial years other than:

1. On 26 September 2011, the Company announced that it has signed a Heads of Agreement with Priority
One Network Group Limited (“Priority One”) which will provide the Company with committed support of
the capitalization plans. The proposal provides that Priority One progressively subscribes for new shares
that will amount to a 51% shareholding in the Company.

Priority One will pay a non-refundable deposit of A$200,000 upon completion of an Independent Expert
Report. Effective upon signing formal agreements, Priority One will issue to the Company 7,665,618
unlisted ordinary shares at A$0.30 per share valued at A$2,299,685 in return for the Company issuing to
Priority One ordinary shares equating to 19% of the Company’s issued capital and a Board seat to Priority
One Director on the Company. Following the Company’s successful quotation on the Australian Securities
Exchange (“ASX”), Priority One will be issued with further shares equating to an additional 30%
shareholding in the Company. Upon Priority One successful quotation of the ASX, the Company will issue
a further allocation of shares equating to 2% and therefore taking Priority One’s total shareholding to
51%.

32. Parent entity information

The accounting policies of the parent entity, which have been applied in determining the financial information
shown below, are the same as those applied in the consolidated financial statements. Refer to note 3 for a
summary of the significant accounting policies relating to the consolidated entity.

Statement of financial position 2011 2010
$'000 $'000
Assets
Current assets 98 75
Total assets 13,773 20,167
Liabilities
Current liabilities 183 14,720
Total liabilities 874 17,000
Equity
Issued capital 59,041 4,399
Reserves 287 -
Accumulated losses (46,429) (1,232)
Total equity 12,899 3,167
2011 2010
Statement of comprehensive income $'000 $'000
Total loss and comprehensive expense (420) (687)

Insured Group Limited Page 47




