Important information about Syndicate Reports and Accounts

Access to this document is restricted to persons who have given the certification set forth
below. If this document has been forwarded to you and you have not been asked to give
the certification, please be aware that you are only permitted to access it if you are able
to give the certification.

The syndicate reports and accounts set forth in this section of the Lloyd’s website, which
have been filed with Lloyd’s in accordance with the Syndicate Accounting Byelaw (No. 8 of
2005), are being provided for informational purposes only. The syndicate reports and
accounts have not been prepared by Lloyd’s, and Lloyd’s has no responsibility for their
accuracy or content. Access to the syndicate reports and accounts is not being provided
for the purposes of soliciting membership in Lloyd’s or membership on any syndicate of
Lloyd’s, and no offer to join Lloyd’s or any syndicate is being made hereby. Members of
Lloyd’s are reminded that past performance of a syndicate in any syndicate year is not
predictive of the related syndicate’s performance in any subsequent syndicate year.

You acknowledge and agree to the foregoing as a condition of your accessing the syndicate
reports and accounts. You also agree that you will not provide any person with a copy of
any syndicate report and accounts without also providing them with a copy of this
acknowledgment and agreement, by which they will also be bound.
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MANAGING AGENT’S REPORT

The Directors of Novae Syndicates Limited (“NSL”) present the report on the activities of Syndicate
6129 for the year ended 31 December 2016. This annual report has been prepared using the annual
basis of accounting, as required by the Insurance Accounts Directive (Lloyd’s Syndicate and Aggregate
Accounts) Regulations 2008 (the “Lloyd’s Regulations 2008”) and is shown on pages 10 to 27.

Directors

The directors of NSL who held office during the year and up to the date of signing of the annual
accounts were:

M P Hudson Non-Executive Chairman

J L J Butcher Chief Executive Officer

| Burford (resigned 1 March 2017)

D F M Cote Non-Executive

R D Forster

M A Hudson (resigned 9 September 2016)

N J Moss (appointed 14 November 2016)
R Patel

D J Pye Non-Executive

Review of the business

Syndicate 6129 was established for the 2016 underwriting year of account as a Special Purpose
Arrangement. Its principal activity is to underwrite quota share reinsurance of Novae Syndicate 2007.

The quota share treaty reinsurance contract includes a whole account quota share of Syndicate 2007
and two other quota share treaties specific to certain subject business of Syndicate 2007. The
reinsurance agreement with Syndicate 2007 is the only inwards contract that Syndicate 6129 writes.

This contract operates on a funds withheld basis. The details of the Syndicate’s corporate member
and the members’ ultimate parent are outlined in further detail in note 18.

The result for the calendar year 2016 is a loss of £2.2 million.
Risk Management

Novae Group’s Risk Strategy is an extension of business strategy. To achieve strategic goals, the Group
seeks to take on underwriting risks, and to a lesser extent investment risks through the underwriting
of specialty (re)insurance products and through financial investments.

The Group recognises that commercial operation within our market requires the assumption of other
risks, as to eliminate them completely would be uneconomical or impossible. These risks include
counterparty credit risks associated with our insurance business and operational risks associated with
our people, processes and systems.

All risk-taking activity is guided by the following principles:

We take risks that are in line with our strategy

We take risks that are rewarded, with returns commensurate to the level of risk assumed
We take risks that we understand and can manage

We take risks within clearly defined limits

V V VYV

NSL adopts the Group risk management strategy and objectives, placing Risk management at the heart
of NSL’s business as a driver of competitive advantage.
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MANAGING AGENT’S REPORT (continued)

The Syndicate’s reinsurance participation exposes it to a number of key risks which have the potential
to impact its ability to achieve its objectives. The Syndicate’s indirect exposure to underwriting risk,
operational risk, credit risk, interest rate risk, equity risk, and foreign exchange risk, are disclosed in
note 3 to the financial statements.

Key performance indicators (“KPIs”)

> Gross premiums written of £40.5m
>  Loss of £2.2 million
>  Combined ratio of 114.1%

Future developments

The Syndicate will continue to underwrite quota share reinsurance of Novae Syndicate 2007. The
Lloyd’s stamp capacity for the 2017 year of account has been increased to £63.4m (2016 year of
account: £51.0m). Syndicate 6129 is expected to continue expanding existing U.S. Excess and Surplus
lines partner relationships from 2016 and incorporate new facilities to provide better portfolio scale
and diversification. The overall strategy remains consistent with 2016 although there is now more
focus towards less volatile U.S. zones and risks.

Disclosure of information to Auditors

Each person who is a director of the managing agent at the date of approval of this report confirms
that, so far as the director is aware, there is no relevant audit information of which the Syndicate’s
Auditors are unaware, and each director has taken all the steps he ought to have taken as a director
to make himself aware of any relevant audit information and to establish that the Syndicate’s Auditors
are aware of that information.

Syndicate Annual General Meeting and reappointment of Auditors

As permitted under the Syndicate Meeting (Amendment No.1) Byelaw (No. 18 of 2000), it is not
proposed to hold a Syndicate Annual General Meeting of members of Syndicate 6129. Members may
object to the matters set out above within 21 days of the issue of these accounts. Any such objections
should be addressed to M Rowe, Compliance Officer, at the managing agent’s registered address set
out below.

PricewaterhouseCoopers LLP (PwC) acted as Auditors of Syndicate 6129 during the period under
review. Pursuant to Section 14(2) of Schedule 1 of the Insurance Accounts Directive (Lloyd’s Syndicate
and Aggregate Accounts) Regulations 2008, the Auditors will be deemed to be reappointed and PwC
will therefore continue in office.

General

The directors wish to express their appreciation to all the staff for their efforts and support during
the last year.

Approved by the directors of Novae Syndicates Limited on 20 March 2017.

J L J Butcher
Chief Executive Officer
Novae Syndicates Limited

21 Lombard Street
London EC3V 9AH
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STATEMENT OF MANAGING AGENT’S RESPONSIBILITIES

The managing agent is responsible for preparing the syndicate annual report and accounts in
accordance with applicable law and regulations.

The Insurance Accounts Directive (Lloyd’s Syndicate and Aggregate Accounts) Regulations
2008 require the managing agent to prepare syndicate annual accounts for Syndicate 6129 at
31 December each year in accordance with UK accounting standards and applicable law (UK
Generally Accepted Accounting Practice), comprising Financial Reporting Standard 102 ‘The
Financial Reporting Standard applicable in the United Kingdom and the Republic of Ireland’
(“FRS102”) and Financial Reporting Standard 103 ‘Insurance Contracts’ (“FRS103”). The
syndicate annual accounts are required by law to give a true and fair view of the state of
affairs of Syndicate 6129 as at that date and of its profit for that year.

In preparing these syndicate annual accounts, the managing agent is required to:

a) select suitable accounting policies and then apply them consistently, subject to
changes arising on the adoption of new accounting standards in the year;

b) make judgements and estimates that are reasonable and prudent;

c) state whether applicable accounting standards have been followed, subject to any
material departures disclosed and explained in the syndicate annual accounts; and

d) prepare these financial statements on the going concern basis unless it is
inappropriate to presume that there will be future years of account of the
Syndicate.

The managing agent is responsible for keeping proper accounting records that disclose with
reasonable accuracy at any time the financial position of the Syndicate and enable it to
ensure that the syndicate annual accounts comply with the 2008 Regulations. It is also
responsible for safeguarding the assets of the Syndicate and hence for taking reasonable steps
for the prevention and detection of fraud and other irregularities.

The managing agent is responsible for the maintenance and integrity of the corporate and
financial information included on the website. Legislation in the UK governing the
preparation and dissemination of the financial statements may differ from legislation in other
jurisdictions.

Syndicate 6129 | Report and Accounts 2016



INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF SYNDICATE 6129

Report on the syndicate annual accounts
Our Opinion
In our opinion, Syndicate 6129’s annual accounts (the “syndicate annual accounts”):

> give a true and fair view of the state of the Syndicate’s affairs as at 31 December
2016 and of its loss and cash flows for the year then ended;

> have been properly prepared in accordance with United Kingdom Generally
Accepted Accounting Practice; and

> have been prepared in accordance with the requirements of The Insurance Accounts
Directive (Lloyd’s Syndicate and Aggregate Accounts) Regulations 2008.

What we have audited
The syndicate annual accounts for the year ended 31 December 2016, included within Report
& Accounts 2016 (the “Annual Report”), comprise:

the balance sheet as at 31 December 2016;

the profit and loss Account for the year then ended;

the statement of comprehensive income;

the statement of changes in members’ balances;

the statement of cash flows;

the notes to the syndicate annual accounts, which include a summary of
significant accounting policies and other explanatory information.

VVVYVVYV

The financial reporting framework that has been applied in the preparation of the syndicate
annual accounts is United Kingdom Accounting Standards, comprising FRS 102 “The Financial
Reporting Standard applicable in the UK and Republic of Ireland”, and applicable law (United
Kingdom Generally Accepted Accounting Practice).

In applying the financial reporting framework, the Managing Agent has made a number of
subjective judgements, for example in respect of significant accounting estimates. In making
such estimates, they have made assumptions and considered future events.

Opinion on matter prescribed by The Insurance Accounts Directive (Lloyd’s Syndicate and
Aggregate Accounts) Regulations 2008

In our opinion the information given in the Managing Agent’s Report for the financial year for
which the syndicate annual accounts are prepared is consistent with the syndicate annual
accounts.

Other matters on which we are required to report by exception

Under The Insurance Accounts Directive (Lloyd’s Syndicate and Aggregate Accounts)
Regulations 2008 we are required to report to you if, in our opinion:

>  we have not received all the information and explanations we require for our audit;
or

>  the Managing Agent in respect of the Syndicate has not kept adequate accounting
records; or

>  the syndicate annual accounts are not in agreement with the accounting records.

We have no exceptions to report arising from this responsibility.
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF SYNDICATE 6129
(continued)

Responsibilities for the syndicate annual accounts and the audit

Our responsibilities and those of the Managing Agent

As explained more fully in the Statement of Managing Agent’s Responsibilities set out on page 7, the
Managing Agent is responsible for the preparation of the syndicate annual accounts and for being
satisfied that they give a true and fair view.

Our responsibility is to audit and express an opinion on the syndicate annual accounts in accordance
with applicable law and International Standards on Auditing (UK and Ireland) (“ISAs (UK & Ireland)”).
Those standards require us to comply with the Auditing Practices Board’s Ethical Standards for
Auditors.

This report, including the opinions, has been prepared for and only for the Syndicate’s members as a
body in accordance with part 2 of The Insurance Accounts Directive (Lloyd’s Syndicate and Aggregate
Accounts) Regulations 2008 and for no other purpose. We do not, in giving these opinions, accept or
assume responsibility for any other purpose or to any other person to whom this report is shown or
into whose hands it may come save where expressly agreed by our prior consent in writing.

What an audit of syndicate annual accounts involves

We conducted our audit in accordance with ISAs (UK & Ireland). An audit involves obtaining evidence
about the amounts and disclosures in the syndicate annual accounts sufficient to give reasonable
assurance that the syndicate annual accounts are free from material misstatement, whether caused
by fraud or error. This includes an assessment of:

>  whether the accounting policies are appropriate to the Syndicate’s circumstances and
have been consistently applied and adequately disclosed;

>  the reasonableness of significant accounting estimates made by the Managing Agent; and

>  the overall presentation of the syndicate annual accounts.

We primarily focus our work in these areas by assessing the Managing Agent’s judgements against
available evidence, forming our own judgements, and evaluating the disclosures in the syndicate
annual accounts.

We test and examine information, using sampling and other auditing techniques, to the extent we
consider necessary to provide a reasonable basis for us to draw conclusions. We obtain audit evidence
through testing the effectiveness of controls, substantive procedures or a combination of both.

In addition, we read all the financial and non-financial information in the Annual Report to identify
material inconsistencies with the audited syndicate annual accounts and to identify any information
that is apparently materially incorrect based on, or materially inconsistent with, the knowledge
acquired by us in the course of performing the audit. If we become aware of any apparent material
misstatements or inconsistencies we consider the implications for our report.

Nick Wilks (Senior statutory auditor)

For and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

20 March 2017
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PROFIT AND LOSS ACCOUNT: TECHNICAL ACCOUNT
For the year ended 31 December 2016

2016
Note £m £m
Earned premiums, net of reinsurance
Gross premiums written 4 40.5
Outward reinsurance premiums (7.8)
Change in the provision for unearned premiums
Gross amount 5 (16.2)
Reinsurers’ share 5 1.0
17.5
Claims incurred, net of reinsurance
Claims paid
Gross amount (4.7)
Change in the provision for claims
Gross amount 5 (13.6)
Reinsurers’ share 5 1.8
6 (16.5)
Net operating expenses 7,8,9 3.5)
Balance on the technical account (2.5)

All results for the year and prior year relate to continuing activities.

The notes on pages 15 to 27 form part of these financial statements.
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PROFIT AND LOSS ACCOUNT: NON-TECHNICAL ACCOUNT
For the year ended 31 December 2016

2016

Note £m

Balance on the technical account (2.5)
Other income 10 0.2
Profit/(loss) on foreign exchange 0.1
Loss for the financial year (2.2)

All results for the year and prior year relate to continuing activities.

We have amended the titles of the financial statements that are used in FRS 102 to be more consistent
with the titles used in Schedule 3 of the Large and Medium-sized Companies and Groups (Accounts
and Reports) Regulations 2008.

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2016

2016

£m

Loss for the financial year (2.2)
Other comprehensive income

Exchange differences on translation to presentational currency (0.2)

Total comprehensive loss for the financial year (2.4)

The notes on pages 15 to 27 form part of these financial statements.
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BALANCE SHEET
As at 31 December 2016

2016
Assets Note £m £m
Reinsurers’ share of technical provisions
Provision for unearned premiums 5 1.0
Claims outstanding 5 2.0
3.0

Debtors
Debtors arising out of reinsurance operations 10 25.6

25.6
Prepayments and accrued income
Deferred acquisition costs 11 1.2

1.2

Total assets 29.8
Liabilities
Capital and reserves
Members’ balances 12 (2.4)
Technical provisions
Provision for unearned premiums 5 17.5
Claims outstanding 5 14.7

32.2
Total liabilities 29.8

The financial statements on pages 10 to 27 were approved by the Board of Novae Syndicates Limited
on 20 March 2017 and were signed on its behalf by:

N J Moss
Director

The notes on pages 15 to 27 form part of these financial statements.
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STATEMENT OF CHANGES IN MEMBERS’ BALANCES
As at 31 December 2016

2016
Members’
Balances
£m

Year ended 31 December 2016 Note
Total recognised loss for the year (2.2)
Other comprehensive loss for the year 0.2)
Total comprehensive loss for the year (2.4)
Transfer to members’ personal reserve funds -
Net decrease in equity (2.4)
As at 1 January 2016 -
As at 31 December 2016 13 (2.4)

The notes on pages 15 to 27 form part of these financial statements.
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STATEMENT OF CASH FLOWS
For the year ended 31 December 2016

2016

Note £m

Operating profit on ordinary activities (2.2)
Adjustments for:

Increase in net technical provisions 5 29.2

(Increase) in debtors (26.8)

Foreign exchange movements (0.2)

Net cash inflow from operating activities

Net cash from financing activities

Net increase / (decrease) in cash and cash equivalents

Opening cash and cash equivalents

Closing cash and cash equivalents

The notes on pages 15 to 27 form part of these financial statements.
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NOTES TO THE FINANCIAL STATEMENTS

1 Basis of preparation

The Syndicate comprises a member of the Society of Lloyd’s that underwrites insurance business
through a quota share reinsurance agreement. The address of NSL, the Syndicate’s managing agent,
is 21 Lombard St, London, EC3V 9AH.

These annual accounts have been prepared in accordance with the Insurance Accounts Directive
(Lloyd’s Syndicate and Aggregate Accounts) Regulations 2008 and applicable Accounting Standards in
the United Kingdom, comprising Financial Reporting Standard 102 ‘The Financial Reporting Standard
applicable in the United Kingdom and the Republic of Ireland’ (“FRS102”) and Financial Reporting
Standard 103 ‘Insurance Contracts’ (“FRS103”).

The annual accounts comprise the calendar year movement in the 2016 year of account of Syndicate
6129. The Syndicate commenced underwriting activities on 1 January 2016. All figures are presented
in millions of pounds sterling, rounded to the nearest £0.1 million unless otherwise stated.

Going concern

The Syndicate’s liabilities are limited to those arising as a result of its quota share reinsurance
agreement with Syndicate 2007 and the bespoke reinsurance purchased by the Syndicate. The
contracts that the Syndicate has written are on a funds withheld basis. The associated cash flows
occur following the closure of the year of account after 36 months. The ability of the Syndicate to
meet its obligations as they fall due is underpinned by the support provided by the Lloyd’s solvency
process and its chain of security for any members who are unable to meet their underwriting
liabilities.

The going concern basis of accounting has therefore been adopted in preparing the annual financial
statements.

2 Accounting policies

Basis of accounting

The following accounting policies have been applied consistently in dealing with items that are
considered material in relation to the Syndicate’s annual accounts.

The financial statements have been prepared on an annual basis of accounting, whereby the incurred
cost of claims, commission and related expenses is charged against the earned proportion of
premiums, net of reinsurance as follows:

(i) Recognition and measurement: premiums

Generally, written premiums comprise the premiums on contracts entered into during the year,
irrespective of whether they relate in whole or in part to a later accounting period. Premiums
recognised in respect of binder or consortium agreements are recognised linearly over the duration
of the agreement. Premiums are disclosed gross of commission payable to intermediaries and exclude
taxes and levies based on premiums. Premiums written include adjustments to contracts entered into
in prior accounting periods as well as estimates for future premiums.

An estimate is made at the balance sheet date to recognise retrospective adjustments to premiums
or commissions. Earned premium is computed separately for each insurance contract in line with the
risk exposure profile. Reinsurance premiums ceded are recognised in line with the related inward
business. The provision for unearned premium both gross and ceded represents the portion of written
premium expected to be earned in future periods.

Syndicate 6129 | Report and Accounts 2016
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NOTES TO THE FINANCIAL STATEMENTS

2 Accounting policies (continued)

(ii)  Reinsurance

The Syndicate buys reinsurance in the normal course of business for the purpose of limiting its net
loss potential. Outward reinsurance premiums are accounted for in the same period as the premiums
for the related insurance or inwards reinsurance business.

Reinsurance assets include amounts recoverable from reinsurers for losses and loss adjustment
expenses. If a reinsurance asset is impaired, the Syndicate reduces its carrying amount accordingly,
and immediately recognises the impairment loss in the income statement. A reinsurance asset will be
deemed to be impaired if there is objective evidence, as a result of an event occurring after initial
recognition of the asset, that the Syndicate may not receive all amounts due to it under the terms of
the contract, and that the event has a reliable measurable impact on the amounts that the Syndicate
will receive from the reinsurer.

Reinsurance arrangements do not relieve the Syndicate from its direct obligations to its policyholders.

(iii)  Recognition and measurement: claims

Claims incurred consist of claims and claims handling expenses paid during the financial year together
with the movement in the provision for outstanding claims.

Claims outstanding comprise provisions for the estimated cost of settling all claims incurred but
unpaid at the balance sheet date, whether reported or not, and related internal and external claims
handling expenses. The ultimate liability as a result of outstanding claims will vary due to subsequent
information and events and may result in significant adjustments to the amounts provided.
Adjustments to the amounts of claims provisions established in prior years are reflected in the
financial statements for the period in which the adjustments are made, and disclosed separately if
material.

The main assumptions used in the calculation of the ultimate cost of outstanding claims are detailed
in the reserving risk section of note 3 on page 21.

(iv) Deferred acquisition costs

Acquisition costs comprise all commissions and other direct and indirect costs arising from the
conclusion of insurance and reinsurance contracts, including a proportion of direct and indirect
expenses. Deferred acquisition costs represent the proportion of acquisition costs which will be
expensed in subsequent accounting periods; the deferral is calculated in the same manner as the
unearned premiums provision. Acquisition costs are deferred only to the extent that available future
margins are expected to cover them.

Certain reinsurance commissions and profit participations are also included within expenses for the
acquisition of insurance contracts and are deferred in line with unearned premium.

(vii) Liability adequacy testing

At each balance sheet date, liability adequacy tests are performed at a year of account level and
reviewed to ensure the adequacy of the liabilities from insurance and reinsurance contracts net of
deferred acquisition costs. In performing these tests, current best estimates are used of future
contractual cash flows, claims handling and administration expenses as well as investment income
from the assets backing such liabilities. Any deficiency is immediately expensed, initially by writing
off deferred acquisition costs and by subsequently establishing a provision for losses arising from
liability adequacy tests (unexpired risk provision).

Syndicate 6129 | Report and Accounts 2016
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NOTES TO THE FINANCIAL STATEMENTS

2 Accounting policies (continued)

(ix)  Foreign exchange

The Syndicate’s functional currency is US dollars, being the primary currency of the economic
environment in which the Syndicate operates. The financial statements have been presented in pound
sterling. Gains and losses on the retranslation from functional currency to presentational currency are
recorded through the statement of other comprehensive income.

Transactions in foreign currencies are revalued to the functional currency using the average exchange
rates applicable to the period in which the transaction occurs. NSL considers these to be a reasonable
approximation of the rate at which the transaction actually took place.

Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are
translated at the foreign exchange rate ruling at that date. All foreign exchange differences arising
on translation to the functional currency are recognised in the non-technical profit and loss account.
Unearned premiums and deferred acquisition costs are treated as if they are monetary items.

In respect of the translation of currencies into US dollars, the following rates have been applied:

2016 2016

Year-end Average

US dollar equals rate rate
Australian dollar 1.38 1.35
Canadian dollar 1.34 1.33
Euro 0.94 0.90
Pound sterling 0.81 0.74

In respect of the retranslation from the functional currency (US dollars) to the presentational currency
(pound sterling), the following rates have been applied:

2016 2016

Year-end Average

Pound sterling equals rate rate
US dollar 1.24 1.35

(x)  Taxation

Under Schedule 19 of the Finance Act 1993 managing agents are not required to deduct basic rate
income tax from trading income. In addition, all UK basic rate income tax deducted from Syndicate
investment income is recoverable by managing agents and consequently the distribution made to
members or their members’ agents is gross of tax. Capital appreciation falls within trading income
and is also distributed gross of tax.

No provision has been made for any United States Federal Income Tax payable on underwriting results
or investment earnings. Any payments on account made by the Syndicate during the year have been
included in the balance sheet under the heading ‘members’ balances’ pending recovery from members
via the Lloyd’s Members’ Services unit through consolidated personal accounts. No provision has been
made for any other overseas tax payable by members on underwriting results.

Syndicate 6129 | Report and Accounts 2016
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NOTES TO THE FINANCIAL STATEMENTS

2 Accounting policies (continued)

(xi) Net operating expenses

Net operating expenses consist of Lloyd’s charges, processing costs, expenses remitted to the
Syndicate relating to the whole account element of the quota share reinsurance agreement, and
overrider commission amounts payable under the terms of the quota share reinsurance agreement.

Profit-related remuneration of certain underwriting and non-underwriting employees was recharged
to the Syndicate during the year. Profit-related remuneration relating to the directors is not recharged
to the Syndicate.

(xii) Related Parties
Related party disclosures, including those relating to the directors, are outlined in note 14 of these

financial statements.

(xiii) Quota share reinsurance agreement with Syndicate 2007

Underlying premiums and claims are settled by Syndicate 2007 with policyholders as they fall due.
Within Syndicate 6129 these are accounted for on a funds withheld basis. Debtors and creditors arising
between Syndicate 6129 and Syndicate 2007 are not settled until the year of account has closed. Up
to that time the balances are shown separately. Claims outstanding are also settled when the year of
account closes. These amounts are recognised within technical provisions. Other non-technical
transactions are settled when the year of account closes.

Critical accounting judgements and estimation uncertainty

The preparation of financial statements requires management to make judgements, estimates and
assumptions that affect the application of policies and reported amounts of assets and liabilities,
income and expenses. The estimates and associated assumptions are based on historical experience
and various other factors that are believed to be reasonable under the circumstances. The results of
these factors allow judgements to be made regarding the carrying values of assets and liabilities that
are not readily apparent from other sources. Actual results may differ from these estimates.
Uncertainties exist where current valuations are dependent on estimates of future results.

The Syndicate’s greatest area of estimation relates to claims provisions in respect of insurance and
reinsurance contracts, the carrying values of which are outlined in note 5 of these financial
statements. The estimates and assumptions are reviewed on an ongoing basis. To the extent that a
change in an accounting estimate gives rise to changes in assets and liabilities, or relates to an item
of equity, it shall be recognised by adjusting the carrying amount of the related asset, liability or
equity item in the period of change. The nature and assessment of certain risks arising from estimate
uncertainty are also outlined in greater detail within the risk management note below.

The second key area of estimation relates to the premiums written during the year that have not been
notified to the managing agent by the year end (“pipeline premium”). An initial estimate of the
premium income (“EPI”) on each binding authority agreement is made upon inception of the contract.
This estimate is made based on an assessment of prior year business volumes and expected business
volumes for the current financial year. EPI figures are monitored throughout the year against the
actual written premium declarations received, and revised where necessary. Pipeline premium is
calculated as a function of the EPI, less the notified written premium.

The nature and assessment of certain risks arising from estimate uncertainty are also outlined in
greater detail within the risk management note below.

Syndicate 6129 | Report and Accounts 2016
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NOTES TO THE FINANCIAL STATEMENTS

3 Risk management

Syndicate 6129 is managed by NSL as part of the Novae Group. Risks are assessed by NSL as follows:
Core risks

3.1 Underwriting

Underwriting risk is the principal risk to which the Syndicate is exposed and results from fluctuations
in the timing, frequency and severity of insured losses, relative to expectations at the time of
underwriting. This may manifest in a number of ways, for example the severe impact of accumulation
from catastrophic events, mis-pricing at the point of underwriting, changes in interpretation in
contractual terms. NSL categorises underwriting risk into catastrophe, non-catastrophe and reserving
risk.

The Risk Committee has delegated functional oversight of the management of insurance risk to the
Underwriting and Reinsurance Committee (“URC”) (in the case of catastrophe and non-catastrophe
risk) and to the Reserving Committee (in the case of reserving risk).

The sources of underwriting risk and key techniques applied to mitigate them are discussed below.
3.1.1 Underwriting risk: catastrophe

Catastrophes and risk accumulations have the scope individually to exert a material impact on
underwriting performance and the oversight of catastrophe risk involves managing and analysing such
exposures.

The Syndicate has a positive appetite for catastrophe risk. Catastrophe exposures are diversified
across the portfolio, but the potential is recognised for aggregate losses arising from natural or man-
made catastrophic events. This risk through the application of aggregate limits and purchase of
reinsurance protection controls our exposure to extreme losses. NSL manages and controls aggregate
exposure across multiple return periods, and across the many different potential accumulations of
risk that exist within a diversified (re)insurance portfolio.

A distinct risk appetite is formulated for this risk, both in aggregate and at the level of individual
perils, with considerable variation according to the nature of the event concerned. This variation
reflects both the scale of underwriting activity in different areas, the potential returns available, and
the probability of different loss events occurring.

The NSL Board sets the overarching appetite for exposure to catastrophe events. This is implemented
in practice using a framework for expressing Target Aggregate exposure ("TAg"), where the actual and
projected aggregate exposure is periodically assessed against defined targets and limits for a range
of scenarios that contribute to the Syndicate’s overall catastrophe risk exposure.

The scenarios and assumptions underpinning this modelling are reviewed on a regular basis by senior
management and the principal instances of aggregation of risk are regularly monitored and reported
to the Risk Committee and Boards through the Quarterly ORSA report. This monitoring takes place on
an in-force and prospective basis. Any breaches or potential breaches of limits are reported to the
NSL Audit and Risk Committee and the NSL Board together with any remedial action taken or planned.

This analysis uses a combination of in-house scenarios and scenarios defined by Lloyd’s - upon which
the Board of NSL is required to report. An in-depth review of both in-house and Lloyd’s scenarios is
undertaken at the time of the submission to Lloyd’s. This is subject to a review of the assumptions
made in the assessment and is then presented to the NSL Board for approval before submission to
Lloyd’s. This is supplemented by quarterly reporting of RDS to the URC and the NSL Board and by ad
hoc reviews of actual exposure against Target Aggregates and RDS as appropriate throughout the year.
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3 Risk management (continued)

The potential for accumulation of losses from multiple events in the same year is considered by the
managing agent and reported in the Quarterly ORSA process.

In addition to particular natural loss events, the managing agent also considers the impact of non-
natural catastrophes. As an example, one such scenario is a corporate collapse following a merger
and related fundraising activity. This has the potential to affect a number of exposures in the banking
and professional indemnity spheres. Other non-natural events modelled include aviation, marine and
energy disasters, terrorism events and various possible scenarios with the potential to affect political
risks and credit business. It should be noted that there is a greater degree of uncertainty around
exposure to these events, arising both from the nature of potential aggregations and the uncertainty
around the impact of insured events on potentially exposed policies. One area of note is the recent
inclusion of cyber risk scenarios within the framework, covering losses arising both from Novae's cyber
underwriting, and also the potential for cyber-related losses on other underwriting.

Some scenarios produce a potential impact that is small at the Syndicate level yet may be material
in the context of the premium derived from accepting exposure to that risk. The objective of
aggregate management in the Syndicate is to derive an appropriate return for the risk assumed as
well as limiting peak exposures. The limits on exposure in these less significant areas are therefore
set at lower levels.

3.1.2 Underwriting risk: non-catastrophe

The Syndicate is also exposed to risks arising from non-catastrophe loss experience. This is defined
as variation in underwriting results that arises from sources other than specific catastrophe events.
This could arise in many ways - for example from the underlying variability in claim sizes and
frequencies, from variation in pricing and the insurance market cycle, or from changes in policy
interpretation leading to new sources of claims.

The risk of adverse loss experience is mitigated by controlling the nature and quality of business
underwritten. This is achieved through:

> The use of a set of agreed underwriting protocols; these are produced for each unit and
are reviewed at least annually in conjunction with the agreed business plans. These
protocols supplement unit plans and provide a clear framework for, and limits to,
underwriting authority.

> Internal peer reviews of risks written to confirm adherence to the protocols

> Independent external review of samples of risks from most units by a panel of experts who
document any concerns and questions. This review is discussed with the Chief Executive of
NSL and senior underwriters, and a regular report is provided to the NSL Board

>  Premium rating and rate monitoring controls to ensure that premiums are commensurate
with the risks associated with business written

>  Specific reinsurance transactions which reduce the impact of individual large losses to the
Syndicate, and a number of strategic quota share arrangements; and

>  Claims management controls, to manage the variability of possible outcomes of disputed
claims, unanticipated legal judgements and retrospective legal change when compared to
expectations at the time of underwriting

Furthermore, the risk of over-concentration in any one line of business or uncontrolled volumes of
transactions is managed through monitoring of premium income against agreed business plans.
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3 Risk management (continued)
3.1.3 Underwriting risk: reserving

Reserving risk is the risk that claims reserves and related claims handling reserves will be materially
different from the ultimate cost of settlement, influenced principally by the occurrence, value and
timing of claims.

Novae has a neutral appetite for reserving risk, which arises inherently from underwriting activities,
and the need to estimate uncertain claim amounts in advance of final settlement. Our appetite for
reserving risk is determined by our reserving policy, which requires that reserves are set prudently,
with an explicit margin in excess of the actuarial best estimate.

The Risk Committee has delegated the management of reserving risk to the Reserving Committee
(“RC”). Key to the mitigation of reserving risk is the use of proprietary and standardised modelling
techniques, with assurance provided by internal and external benchmarking and appropriate claims
development review.

The NSL Board seeks to establish realistic and accurate reserves for each category of business
underwritten. However, it is inherent in the nature of a reserving exercise that instances may arise
where subsequent developments, including new information, result in changes to the assessment of
reserves required for particular business segments, either upwards or downwards.

The risk of adverse movements in reserves is mitigated through the following key processes and
controls:

>  The actuarial team performs a reserving analysis liaising closely with underwriters, claims
and reinsurance staff. It is charged with reporting its conclusions on the basis of an actuarial
best estimate. In a statistical context, a best estimate should be interpreted as the mean
of all possible outcomes. This means that the downside risk (reserves deteriorating) will be
balanced by the upside potential (reserves improving)

> The RC performs a review of the projections produced by the actuarial team, both gross
and net of reinsurance, on a quarterly basis. Following this review the RC makes
recommendations to the NSL Board as to the quantum of reserves to be established

>  The Chief Actuary produces a quarterly reserving analysis for management, which sets out
a review of developments in the quarter compared to the best estimate expectation. This
enables management to identify emerging issues for action at the earliest stage possible

> On an annual basis, an external actuarial consultant is commissioned to produce an
independent reserve estimate. This is presented to the Reserving Committee and Audit and
Risk Committee, along with a detailed comparison between internal and external views of
the best estimate reserves

Given the elements of uncertainty relating to the data and assumptions, a margin is applied over and
above the actuarial best estimate. This increases the reserves reflected in the Syndicate accounts
above the mean expectation.

To indicate the potential impact of reserving risk on the Syndicate, were there to be a 1% variation
in the Syndicate’s total net claims reserve, there would be an effect on net assets £0.1 million.
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3 Risk management (continued)

Claims development tables, setting out the development of claims over time on a gross and net of
reinsurance basis are provided below:

Claims development table gross of reinsurance

Underwriting year 2016 Total

£m £m
Estimate of cumulative claims

At end of underwriting year 19.7 19.7
Less: cumulative payments 5.0 5.0
Estimated balance to pay 14.7 14.7

Claims development table net of reinsurance

Underwriting year 2016 Total

£m £m
Estimate of cumulative claims

At end of underwriting year 17.7 17.7
Less: cumulative payments 5.0 5.0
Estimated balance to pay 12.7 12.7

3.2 Investment risk

Investment risk is the risk of an adverse change in earnings and/or solvency resulting from fluctuations
and volatilities in the value of our assets, liabilities and financial Instruments caused by changes in
market variables. The Syndicate does not hold any investments but is indirectly exposed to interest
rate risk, currency risk, credit spread risk, equity risk and counterparty. This indirect exposure arises
as a result of the investment return remitted to the Syndicate in lieu of the investment return on the
funds withheld by Syndicate 2007.

3.3 Foreign exchange risk
This risk arises from changes in the level of currency exchange rates. The Syndicate is exposed to
currency risk arising from non-US dollar assets and liabilities. The core currencies that the Syndicate

receives and reports in are: Sterling, US dollars, Euros, Canadian dollars and Australian dollars. Other
currencies are translated into US dollars either at the time of receipt or at the balance sheet date.
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3 Risk management (continued)

The carrying value of total assets and total liabilities categorised by currency is as follows:
At 31 December 2016:

GBP usD EUR CAD AUD Total
£m £m £m £m £m £m
Rein§qrers share of technical 0.2 2.5 0.1 0.1 0.1 30
provisions
Insur'ance and reinsurance 0.4 24.1 0.6 0.2 0.3 25.6
receivables
Other assets 0.3 0.9 - - - 1.2
Total assets 0.9 27.5 0.7 0.3 0.4 29.8
Technical provisions 2.4 28.5 0.6 0.3 0.4 32.2
Total liabilities 2.4 28.5 0.6 0.3 0.4 32.2
Net assets (1.5) (1.0) 0.1 - - (2.4)

If the Pound, Canadian dollar, Australian dollar and Euro were to weaken against the US dollar by
10%, with all other variables constant, profit would be lower by an estimated £0.2 million.

3.4 Credit risk
Credit risk is the risk that a counterparty will be unable to pay amounts in full when due. The

Syndicate is indirectly sensitive to the credit risk managed by Syndicate 2007. The Syndicate uses
ratings issued by agencies as follows:

BBB or Not
As at 31 December 2016 AAA AA A BBB less rated Total
£m £m £m £m £m £m £m
Reinsurers' share of claims outstanding - 0.5 1.5 - - - 2.0
Total credit risk - 0.5 1.5 - - - 2.0

The above table does not include the funds withheld balance due from Syndicate 2007 of £25.6
million. Syndicate 2007 is also managed by NSL. There are no indicators of increased credit risk in
respect of this balance.

3.6 Liquidity risk

The 2016 underwriting year is expected to close at 36 months having generated a net profit. The
quota share agreement with Syndicate 2007 operates on a funds withheld basis and the final
settlement upon closure is on a net basis. NSL therefore do not consider liquidity risk to be a
significant risk.

3.7 Capital risk

The Corporation of Lloyd’s determines the amount of capital required at the market level to meet
the market’s commercial objectives and in particular to sustain the market’s financial strength rating
at the target level. This capital requirement is met from the aggregate of central resources - the
Lloyd’s Central Fund plus reinsurances - and capital provided by underwriting members, who are
required to deposit assets at Lloyd’s equal to the member’s Economic Capital Assessment (“ECA”). As
in prior years, this is based on the Solvency Il capital calculation.

The requirement to meet Solvency Il and Lloyd’s capital requirement in respect of Syndicate 6129
apply at a member level and not at the syndicate level. The risk that capital resources are insufficient
to meet regulatory requirements therefore lies at the member level.
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4 Segmental analysis

An analysis of the result before investment return is set out below:

Gross Gross Gross Gross Result before

premiums premiums claims operating Reinsurance investment

written earned  incurred expenses balance return

2016 £m £m £m £m £m £m
Reinsurance acceptances 40.5 24.3 (18.3) (3.5) (5.0) (2.5)

The analyses in the tables above have been prepared in accordance with the requirements of Schedule
3 of The Large and Medium-sized Companies and Groups (Accounts and Reports) Regulations 2008:
Insurance Companies and do not necessarily reflect how the Board of NSL presents and uses
information in its management of the Syndicate.

Geographical origin of insurance gross premiums written

An analysis of gross premiums written by reference to the location that the reinsurance contract is
concluded, is provided below:

2016
£m

United Kingdom 40.5

The Lloyd’s insurance market has been treated as one geographical segment. All business is signed
and concluded in the United Kingdom.
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5 Technical provisions
2016
Gross Reinsurance Net
provisions assets provisions
£m £m £m
Claims outstanding
Balance at 1 January - - -
Change in claims outstanding 13.6 (1.8) 11.8
Effect of movements in exchange rates 1.1 (0.2) 0.9
Balance at 31 December 14.7 (2.0 12.7
Consisting of:
Claims notified 3.7 (0.1) 3.6
Claims incurred but not reported 11.0 (1.9) 9.1
Balance at 31 December 14.7 (2.0) 12.7
Unearned premiums
Balance at 1 January - - -
Change in unearned premiums 16.2 (1.0) 15.2
Effect of movements in exchange rates 1.3 - 1.3
Balance at 31 December 17.5 (1.0) 16.5

The gross and net provisions at 31 December 2016 include margin held above actuarial best estimate
of £0.6 million. No margin was held in the reinsurance assets.

6 Net claims incurred in the calendar year and reserve movements

Claims incurred, net of reinsurance, totalled £16.5 million during the calendar year. This all relates

to current year claims.

7 Net operating expenses
2016
£m
Brokerage and commissions 0.2
Change in deferred acquisition costs (1.2)
Other acquisition costs 3.1
Administrative expenses 0.9
Personal expenses 0.5
3.5
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7 Net operating expenses (continued)

The figures for auditors’ remuneration for the audit of the Syndicate shown below relate to those
incurred by the Syndicate through the quota share reinsurance agreement.

Administrative expenses include:

2016

£m

Fees payable to the Syndicate’s auditor for the audit of the Syndicate 0.1
Fees payable to the Syndicate’s auditor for other services: -
0.1

8 Staff costs and directors’ emoluments
The Syndicate and its managing agent have no employees.
The Syndicate did not directly incur staff costs or costs relating to directors’ emoluments during the

year. Staff expenses are included within the calculation of expenses payable in respect of the whole
account element of the ceding agreement with Syndicate 2007.

9 Other income

The Syndicate does not hold any investments. Under the quota share agreement the Syndicate
receives a share of the investment return generated by Syndicate 2007 and investment expenses and
charges incurred by the Syndicate. This is recognised as other income in the profit and loss account.

10 Debtors arising out of reinsurance operations
2016
£m
Due from cedants within one year
Due from cedants after one year 25.6
25.6
There are no debtors past due or impaired.
11 Deferred acquisition costs
2016
£m
Balance at beginning of the year -
Utilisation of balance brought forward -
Additional amounts deferred in year 1.2
Balance at end of the year 1.2

Additional amounts deferred in year relate to the Syndicate’s share of Syndicate 2007’s acquisition
costs in addition to the overrider commission payable to Syndicate 2007 in accordance with the quota
share agreement.
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12 Reconciliation of members’ balances
2016
£m
Total recognised losses since last annual report (2.4)
Transfers to members’ personal reserve funds -
Members’ balances brought forward at 1 January -
Members’ balances carried forward at 31 December (2.4)

13 Related parties
Directors’ interests in other Novae group companies

NSL is the managing agent for Syndicate 6129. There is no managing agent’s fee charged directly to
the Syndicate. There are no profit commissions payable to the managing agent under the managing
agent’s agreement.

The ultimate parent company of NSL is Novae Group Plc. Consolidated accounts for Novae Group plc
are available from the Company Secretary at 21 Lombard Street, London EC3V 9AH.

The Syndicate has entered into a quota share agreement with Novae Syndicate 2007 which is also
managed by NSL. The contract operates on a “funds withheld” basis for a period of 36 months after
the commencement of the 2016 underwriting year of account.

The debtors arising out of reinsurance operations balance of £25.6 m relates to balances due from
Syndicate 2007 for Syndicate 6129’s share of gross written premium, reinsurance recoveries and
investment income. It is net of amounts owed to Syndicate 2007 for Syndicate 6129’s share of
reinsurance premium, paid claims and whole account expenses, as well as bespoke reinsurance
premiums paid for by Syndicate 2007, and commission payable to Syndicate 2007 under the terms of
the quota share reinsurance agreement.

The Syndicate’s share of claims estimates are recognised in technical provisions.

There were no other transactions with Novae Group entities.

14 Funds at Lloyd’s

Every member is required to hold capital at Lloyd’s which is held in trust and known as Funds at
Lloyd’s (“FAL”). These funds are intended primarily to cover circumstances where syndicate assets
prove insufficient to meet participating members’ underwriting liabilities. Since FAL is not under
the management of the managing agent, no amount has been shown in these financial statements
by way of such capital resources. However, the managing agent is able to make a call on the
member’s FAL to meet liquidity requirements or to settle losses.

16 Ultimate Parent Undertaking
Securis LCM 2 Limited is the sole member of Syndicate 6129.

The ultimate parent undertaking and controlling party of Securis LCM 2 Limited is the Securis LCM
Purpose Trust, Bermuda.

Syndicate 6129 | Report and Accounts 2016

27





