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A.  Business and performance 
 

A.1  Business 
 
Name and legal form 
Direct Line Insurance Group plc is a public limited company incorporated in the UK. It has a premium listing on the UK Listing 
Authority’s Official List. The Company’s Ordinary Shares (EPIC:DLG) are admitted to trading on the London Stock Exchange. 
 
Supervision 
The Company’s supervisory authority responsible for financial supervision is: 
 
Prudential Regulation Authority (PRA) 
Bank of England 
20 Moorgate 
London 
EC2R 6DA 
Switchboard: +44 (0)20 7601 4444 
Email: PRA.FirmEnquiries@bankofengland.co.uk 
 
Auditor 
External auditor: 
 
Deloitte LLP 
Hill House 
1 Little New Street 
London 
EC4A 3TR 
Phone: +44 (0)20 7936 3000 
 
Holders of qualifying holdings 
There were no holders of qualifying holdings in the Company as at 31 December 2016. A ‘qualifying holding’ is a direct or 
indirect holding in the Company which represents 10% or more of the capital or of the voting rights or which makes it possible to 
exercise a significant influence over the management of the Company. 
 
Group ownership and structure 
The Company is the ultimate holding company of the Group. The underwriting subsidiaries of the Company, both of which are 
100% owned, are as follows: 
 
• U K Insurance Limited  – general insurance 
• Churchill Insurance Company Limited  – general insurance  
 
Following agreement with the PRA under Solvency II Directive Article 256 paragraph 2 and a modification to the PRA handbook, 
the Group has received approval to publish a Single SFCR. This is a single publication of a Group SFCR for Direct Line Insurance 
Group plc and its subsidiaries, and solo SFCR reports for both UKI and CIC. Information is separately identifiable by reference to 
the Group, UKI and CIC. 
 
Basis of consolidation 
The Solvency II Group balance sheet is a full consolidation in accordance with Article 335 and there are no differences in the 
scope of the Group used for the Group's consolidated financial statements in its Annual Report & Accounts 2016. 
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A.  Business and performance continued 
 
Subsidiaries 
The subsidiary undertakings of the Company are set out below. Their capital consists of Ordinary Shares which are unlisted.  
In all cases, the Company owns 100% of the Ordinary Shares, either directly or through its ownership of other subsidiaries, and 
exercises full control over their decision making. 
 

Name of subsidiary 
Place of incorporation  
and operation Principal activity 

Directly held by the Company:   
Direct Line Group Limited1 United Kingdom Intermediate holding company 
DL Insurance Services Limited1 United Kingdom Management services 
Finsure Premium Finance Limited1 United Kingdom Non-trading company 
Inter Group Insurance Services Limited1 United Kingdom Non-trading company 
UK Assistance Accident Repair Centres Limited1 United Kingdom Motor vehicle repair services 
UK Assistance Limited1 United Kingdom Dormant 
U K Insurance Business Solutions Limited1 United Kingdom Insurance broking services 
U K Insurance Limited2,3 United Kingdom General insurance 
Indirectly held by the Company:   
10-15 Livery Street, Birmingham UK Limited4 Jersey Non-trading company 
Churchill Insurance Company Limited1 United Kingdom General insurance 
Direct Line Insurance Limited1 United Kingdom Dormant 
DLG Legal Services Limited5 United Kingdom Legal services 
DLG Pension Trustee Limited1 United Kingdom Dormant 
DL Support Services India Private Limited6 India Support and operational services 
Farmweb Limited1 United Kingdom Non-trading company 
Green Flag Group Limited2 United Kingdom Intermediate holding company 
Green Flag Holdings Limited1 United Kingdom Intermediate holding company 
Green Flag Limited2 United Kingdom Breakdown recovery services 
Intergroup Assistance Services Limited1 United Kingdom Non-trading company 
National Breakdown Recovery Club Limited1 United Kingdom Dormant 
Nationwide Breakdown Recovery Services Limited1 United Kingdom Dormant 
The National Insurance and Guarantee Corporation Limited1 United Kingdom Dormant 
UKI Life Assurance Services Limited1 United Kingdom Dormant 
 
Notes: 
1. Registered office at: Churchill Court, Westmoreland Road, Bromley, BR1 1DP. 
2. Registered office at: The Wharf, Neville Street, Leeds, LS1 4A2. 
3. U K Insurance Limited has a branch, as defined in section 1046 (3) of the Companies Act 2006, in the Republic of South Africa. 
4. Registered office at: 22 Greenville Street, St Helier, JE4 8PX, Jersey. 
5. Registered office at: 42 The Headrow, Leeds, LS1 8HZ. 
6. Registered office at: 4 Aradhana Enclave, Sector 13, Rama Krishna Puram, New Delhi, South West Delhi, Delhi, 110066, India. 
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A.  Business and performance continued 
 
Group structure 
 

 
 
Lines of business 
The Group provides personal lines, motor and home insurance products and is mainly represented through its highly recognised 
brands Direct Line, Churchill and Privilege, and also through its partners. The Group insures around one in six cars on the road in 
the UK, representing 3.9 million in-force policies, and is Britain’s leading personal home insurer measured by in-force policies. The 
Group provides roadside assistance and recovery for customers through its Green Flag roadside recovery provider. The Group 
also offers customers protection for their pets and holidays. 
 
The Group protects small and medium-sized enterprises (“SMEs”) through its brands NIG, Direct Line for Business and Churchill, 
and through its partners RBS and NatWest. NIG sells its products exclusively through brokers operating across the UK. Direct Line 
for Business provides business, van and landlord insurance products direct to customers. Churchill sells van insurance direct to 
customers and through price comparison websites. 
 
Motor vehicle liability insurance 
The Group’s personal and commercial lines motor vehicle liability insurance products provide cover against third-party property 
damage and bodily injury liability cover.  
 
Other motor insurance 
The Group’s personal and commercial lines other motor insurance products provide cover against accidental damage, fire and 
theft and windscreen damage. 
 
Fire and other damage to property insurance 
The Group’s personal and commercial lines insurance products provide cover against accidental damage, escape of water, fire, 
subsidence, theft and weather (including storms and flooding). 
 
General liability insurance 
The Group’s commercial lines general liability insurance products provide cover against personal accident, employers’ liability, 
public liability for injury, public liability to property and disease. 
 

8 
 



A.  Business and performance continued 
 
Income protection insurance 
The Group’s creditor income protection insurance product includes cover in the event of being unable to continue working. 
 
Legal expenses insurance 
The Group offers legal expenses insurance cover that includes motor legal protection and family legal protection, including for 
employment disputes and personal injury. The cost of settling a claim made by a non-fault policyholder under a motor legal 
protection policy will be incurred by the third-party insurer.  However, if a claim is made by a third party against an at-fault Group 
policyholder, the cost to the Group will be included in motor liability or other motor insurance claims and not in legal expenses 
claims. 
 
Assistance 
The Group’s personal lines assistance products cover motor rescue, car hire and travel (including cancellation, medical and non-
medical expenses). 
 
Miscellaneous financial loss 
The Group’s personal and commercial lines miscellaneous financial loss products includes creditor protection for unemployment, 
pet including veterinary fees, home response and emergency, pecuniary loss for business interruption and commercial special 
risks. 
 
Annuities stemming from non-life insurance contracts and relating to insurance obligations other than health insurance 
obligations 
The Group’s personal and commercial lines insurance products provide cover for motor vehicle liability insurance and general 
liability insurance that are settled by Periodic Payment Order (“PPO”) as awarded by a court under the Court Act 2003. As the 
Group has no non-life insurance contracts relating to health insurance obligations, future references within this document to 
“Annuities from non-life” refer only to non-life annuities not relating to health insurance. 
 
Geographical areas 
The Group carries out its business primarily in the United Kingdom; a small number of policies are sold in the Republic of Ireland. 
 
Significant business or other events 
There are no significant business or other events to report in respect of the year ended 31 December 2016. 
 
 
A.2  Underwriting performance  
 

Group – by line of business 

For the year ended  
31 December 2016 

Motor vehicle 
liability 

insurance 
£m 

Other 
 motor 

insurance 
£m 

Fire and other 
damage to 

property 
insurance 

£m 

General 
liability 

insurance 
£m 

Income 
protection 
insurance 

£m  

Legal 
expenses 
insurance 

£m  
Assistance 

£m 

Misc. 
 financial 

 loss 
£m 

Annuities 
from  

non-life 
£m 

Total 
£m 

Gross written premium 1,262.2  357.8  1,053.0  92.9  13.0  87.5  294.8  112.9  −  3,274.1  

Gross earned premium 1,194.2  338.5  1,069.4  92.3  13.2  88.2  293.1  113.9  −  3,202.8  
Reinsurers’ share (135.9) −  (59.1) (5.7) −  −  (0.7) (0.8) −  (202.2) 

Net earned premium 1,058.3  338.5  1,010.3  86.6  13.2  88.2  292.4  113.1  −  3,000.6  
Gross claims (1,140.5) (133.6) (391.1) (80.7) 0.3  (6.5) (152.5) (68.3) (40.4) (2,013.3) 
Reinsurers’ share 341.5  −  (0.2) 23.7  −  −  0.1  (0.4) 10.5  375.2  

Net claims (799.0) (133.6) (391.3) (57.0) 0.3  (6.5) (152.4) (68.7) (29.9) (1,638.1) 
Expenses incurred (400.1) (124.9) (505.0) (39.4) (13.3) (15.2) (97.4) (35.8) (3.0) (1,234.1)      
Underwriting profit before 
other expenses (140.8)  80.0  114.0  (9.8) 0.2  66.5  42.6  8.6  (32.9) 128.4  

Other expenses1          (39.9) 
Underwriting profit           88.5  
           

Underwriting profit before 
other expenses  
– pre Ogden 60.6  80.0  114.0  (0.1) 0.2  66.5  42.6  8.6  (26.7) 345.7  
Note:  
1. Other expenses relate to restructuring and other one-off costs. A detailed breakdown is provided in the Group’s Annual Report & Accounts 2016 within  

Note 11: ‘Operating expenses’ on page 155 (refer to link on page 1).  
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A.  Business and performance continued 
 
The table below reconciles underwriting profit for the Group to underwriting profit from Ongoing operations as reported in the Group’s 2016 
Annual Report & Accounts. 
 

For the year ended 31 December 2016 £m   

Underwriting profit   88.5  
Non-technical expenses (35.1) 
Run-off  (23.2) 
Restructuring costs 39.9  
Underwriting profit – Ongoing operations 70.1  

 
The table below reconciles underwriting profit to profit before tax: 
 

For the year ended 31 December 2016 £m  

Underwriting profit 88.5  
Non-technical expenses (35.1) 
Investment return  171.5  
Instalment and other income  165.3  
Operating profit 390.2  
Finance costs (37.2) 
Profit before tax 353.0  
 
Direct Line Insurance Group plc is the ultimate holding company for a vertically integrated general insurance group which has 
outsourced to companies within the Group the delivery of certain services and claims activities, for example the repair of motor 
vehicles. The cost of claims in UKI represents the full cost of claims, whereas in the consolidated Group, claims represents the cost 
less margin generated from such outsourced activities. 
 
 
UKI 

For the year ended 
31 December 2016 

Motor  
vehicle  
 liability  

 insurance  
£m  

Other  
 motor  

 insurance  
£m  

Fire 
 and other 

damage to 
property   

insurance  
£m  

General 
liability 

insurance 
£m 

Income  
  protection 

 insurance 
£m  

Legal 
expenses 
insurance 

£m  
Assistance 

£m 

Misc.  
 financial 

 loss 
£m 

Annuities 
from  

non-life 
£m 

Total  
£m 

Gross written premium 1,262.2  357.8  1,053.0  92.9  13.0  87.5  294.8  112.9  −  3,274.1  

Gross earned premium 1,194.2  338.5  1,069.4  92.3  13.2  88.2  293.1  113.9  −  3,202.8  
Reinsurers’ share (135.9)  −  (59.1) (5.7) −  −  (0.7) (0.8) −  (202.2) 

Net earned premium 1,058.3  338.5  1,010.3  86.6  13.2  88.2  292.4  113.1  −  3,000.6  
Gross claims (1,155.8) (171.5) (391.1) (80.7) 0.3  (7.8) (152.5) (68.3) (41.1) (2,068.5) 
Reinsurers’ share 340.9  −  (0.2) 23.7  −  −  0.1  (0.5) 10.5  374.5  

Net claims (814.9) (171.5) (391.3) (57.0) 0.3 (7.8) (152.4) (68.8) (30.6) (1,694.0) 
Expenses incurred (402.9) (126.1) (506.9) (39.4) (13.3)  (15.1) (96.0) (35.6) (3.0) (1,238.3) 
Underwriting profit before 
other expenses (159.5) 40.9 112.1  (9.8) 0.2  65.3  44.0  8.7  (33.6) 68.3  

Other expenses1          (39.7) 

Underwriting profit          28.6  
           

Underwriting profit before 
other expenses  
– pre Ogden  43.7  40.9  112.1  (0.1) 0.2  65.3  44.0  8.7  (27.4) 287.4  
 

Note:  
1. Other expenses relate to restructuring and other one-off costs. 
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A.  Business and performance continued 
 
CIC 

For the year ended  
31 December 2016 

Motor  
 vehicle  
 liability  

 insurance  
£m  

Annuities  
from  

non-life  
£m  

Total  
£m  

Gross written premium −  −  −       

Gross earned premium −  −  −        
Reinsurers’ share −  −  −  

Net earned premium −  −  −  
Gross claims (0.3) (0.4)  (0.7) 
Reinsurers’ share (2.3) 0.5  (1.8) 
Net claims (2.6)  0.1  (2.5) 

Expenses incurred (0.1) (0.1)  (0.2) 

Underwriting loss  (2.7) −  (2.7) 
    

Underwriting loss  
– pre Ogden (0.9) −  (0.9)  

 
Underwriting performance – Group 
The underwriting profit relates almost entirely to UKI which is the main underwriting company within the Group. CIC has nine 
historic claims remaining in the undertaking. 
 
On 27 February 2017, the Lord Chancellor announced a reduction in the Ogden discount rate to minus 0.75% from 20 March 
2017. The Group has previously held a provision in claims reserves for the risk of a change in the Ogden discount rate to 1.5%, 
compared to the previous actual rate of 2.5%. As a result of the announcement, the Group has increased this provision for the 
estimated impact of moving to a minus 0.75% Ogden discount rate, for all business earned up to 31 December 2016. The 
Group continues to hold a significant margin above the actuarial best estimate and, after this adjustment, the Group’s overall 
reserving strength has been maintained as a result of reflecting the Ogden discount rate change to minus 0.75%. 
 
At a Group level, profit from underwriting performance was £88.5 million, reflecting an increase in its claims reserves for the 
reduction in the Ogden discount rate of £217.3 million. 
 
Analysis by line of business 
Motor vehicle liability insurance 
Gross written premium for motor vehicle liability insurance increased during 2016 as a result of in-force policy growth in 
combination with price increases within Personal Lines. 
 
In 2016 the underwriting loss before other expenses of £140.8 million includes an impact of £201.4 million reflecting the new 
Ogden discount rate of minus 0.75%.  
 
Other motor insurance 
Gross written premium for other motor insurance grew during 2016 with in-force policies growing along with an increase in rates. 
 
The underwriting profit before other expenses of £80.0 million was at a similar level compared to 2015.  
 
Fire and other damage to property insurance 
Gross written premium for fire and other damage to property insurance was marginally lower in 2016, driven by a decline in 
partnerships business substantially offset by increases in own brands performance.  
 
The underwriting profit before other expenses of £114.0 million was an improvement over 2015, primarily as a result of a lower 
claims impact from major weather events. 
 
General liability insurance 
Gross written premium for general liability insurance was higher than 2015 against a backdrop of competitive markets. 
 
In 2016, the underwriting loss before other expenses of £9.8 million included a reduction of £9.7 million as a result of the recent 
reduction in the Ogden discount rate. 
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A.  Business and performance continued 
 
Legal expenses insurance 
The cost of settling a claim made by a non-fault policyholder under a motor legal protection policy will be incurred by the third-
party insurer. However, if a claim is made by a third-party policyholder under their motor legal protection policy against an at-fault 
Group policyholder, the cost will be included in motor vehicle liability insurance claims or other motor insurance claims. 
 
Gross written premium for legal expenses insurance was broadly stable during 2016 and the underwriting profit before other 
expenses of £66.5 million was a slight improvement compared to 2015. 
 
Assistance 
Gross written premium for assistance increased during 2016, primarily due to price increases in Travel along with higher Green 
Flag sales. 
 
The underwriting profit before other expenses of £42.6 million was lower compared to 2015, driven by adverse claims trends on 
Rescue, partially offset by favourable Travel performance. 
 
Annuities from non-life insurance contracts, other than health obligations 
The underwriting loss before other expenses improved compared to 2015. During 2016, there were 13 new approved claims 
that are due to be settled by PPO awards.  
 
Underwriting performance for the following lines of business is considered immaterial to the Group and there are no significant 
movements between periods. 
 
• income protection insurance; and 
• miscellaneous financial loss. 
 

 
 
A.3  Investment performance 
 
Investment return 

For the year ended 31 December 2016 
 Group 

£m 
UKI 
£m 

CIC 
£m 

Investment income  167.9 163.7 0.1 
Net realised and unrealised gains   3.6 8.5 − 
Total investment return  171.5 172.2 0.1 

 
Against a background of increased financial market uncertainties and further yield compression for much of 2016, the Group 
generated investment income of £167.9 million, primarily from UKI (£163.7million). The Group recognised net realised and 
unrealised gains of £3.6 million. UKI recognised gains of £8.5 million, which included an inter-group profit on a bond transfer 
that was eliminated for the Group consolidated accounts. These gains primarily reflected fair value adjustments in the investment 
property portfolio. At the year end, the net available-for-sale (“AFS”) reserve for the Group was £92.1 million, whilst UKI’s AFS 
reserves were £73.7 million. 
 
Investment yield 

For the year ended 31 December 2016  Group UKI CIC 

Investment income yield1  2.5% 2.5% 0.5% 
Investment return2  2.6% 2.7% 0.3% 

 
Notes: 
1. Investment income yield excludes net gains and is calculated on income divided by calculating the average Assets Under Management (“AUM”) based on 

opening and closing balance for total Group. 
2. Investment return includes net gains and is calculated on income divided by calculating the average AUM based on opening and closing balance for total Group. 
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A.  Business and performance continued 
 
Investment income by asset class 

For the year ended 31 December 2016 
Group 

£m 
UKI 
£m 

CIC 
£m 

Investment AFS credit 104.9 104.9 − 
Investment grade held-to-maturity private placements 1.4 1.4 − 
High yield 17.8 17.8 − 
Credit 124.1 124.1 − 
Securitised credit 3.5 3.5 − 
Sovereign 8.9 6.0 − 
Total debt securities 136.5 133.6 − 
Infrastructure debt 7.8 7.8 − 
Cash and cash equivalents 4.2 3.4 0.1 
Intercompany loan income − 0.6 − 
Commercial real estate loans 1.0 1.0 − 
Investment property 18.4 17.3 − 
Total investment income 167.9 163.7 0.1 

 
Investment expenses  

For the year ended 31 December 2016  
Group 

£m 
UKI 
£m 

Total investment expenses  14.2 14.2 

 
Gains and losses recognised in equity 

For the year ended 31 December 2016 
 

Group  
£m  

UKI  
£m  

Fair value gains on AFS investments  119.6  121.5  
Less: realised net gains on AFS investments included in income statement  (15.3) (5.5) 
Tax relating to items that may be reclassified  (17.6) (20.0) 
Movement in AFS reserves during the year  86.7  96.0  

 
Investment in securitised credit  
The Group disposed of its securitised credit portfolio in the third quarter of 2016. 
 
 
A.4  Performance of other activities 
 
Instalment and other operating income – Group and UKI 

For the year ended 31 December 2016  
Group  

£m  
UKI  
£m  

Instalment income  107.1  107.1  
Other operating income:    
Vehicle replacement referral income  14.1  14.1  
Revenue from vehicle recovery and repair services  19.3  −  
Other income1  24.8  4.8  
Other operating income  58.2  18.9  
Total  165.3  126.0  
 
Note: 
1. Other income includes legal services revenue, salvage income and fee income from insurance intermediary services. 
 
Instalment and other operating income of £165.3 million increased on the prior year. Instalment income increased primarily as a 
result of higher Motor volumes.  
 
  

13 
 



A.  Business and performance continued 
 
Operating leasing commitments where the Group is the lessee  
The Group and UKI have entered into non-cancellable operating lease agreements for properties, vehicles and other assets. 

At 31 December 2016  
Group  

£m  
UKI  
£m  

Lease payments under operating leases recognised as an expense in the year  18.3  11.6  

 
The following table analyses the outstanding commitments for future minimum lease payments under non-cancellable operating 
leases by the period in which they fall due. 

At 31 December 2016  
Group  

£m  
UKI  
£m  

Within one year  17.4  11.6  
In the second to fifth years inclusive  54.2  45.0  
After five years  159.7  155.3  
Total  231.3  211.9  

 
Operating commitments where the Group is the lessor 

The following table analyses future aggregate minimum lease payments receivable under non-cancellable operating leases by the 
period in which they fall due. 

At 31 December 2016 
Group  

£m  
UKI  
£m  

Within one year 16.3  15.6  
In the second to fifth years inclusive 53.0  52.4  
After five years 78.9  78.5  
Total 148.2  146.5  

 
 
A.5  Any other information 
 
Other regulatory changes 
On 23 February 2017, the Government announced measures to reduce the volume and cost of soft tissue damage 'whiplash' 
claims and stated its expectation that this will see a reduction in motor insurance premiums by £40 on average. The measures 
include a fixed tariff for payment of injuries up to 24 months in duration. Further measures detailed in the paper are still being 
considered. The Government had indicated it was keen to introduce all changes to whiplash claims as a package in late 2018. 
The Group has been calling for reform in this area for some time and continues to work with Government and industry bodies on 
how the reforms should be implemented. However as a result of the Government’s recent decision to call a general election, the 
introduction and timeline of any such changes to legislation are uncertain. 
 
On 16 January 2017, the Financial Services Compensation Scheme announced that it would raise a supplementary levy of £63 
million on general insurers to compensate policyholders of the Enterprise and Gable Insurance companies. The Group’s share of 
the levy, approximately £5 million for 2017, was charged to operating expenses in Q1 2017. 
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