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Report of the Directors of the Managing Agent

The directors of the managing agent, MS Amiin
Underwriting Limited ("the Company"), present their
annual report for Syndicate 3210 ("the Syndicate”)
for the year ended 31 December 2017

The Syndicate is, through intermediate holdin

companies, a wholly aligned Syndicate of M

Amlin plc. The ultimate parent is MS&AD insurance
Group Holdings, Inc. ("MSI").

The Syndicate ceased o write new business at 31
December 2016 and has entered run-off. For the
2017 year of account the business previously
underwritten by {he Syndicate has been renewed
by Syndicate 2001,

1. Strategic Report

Principal activity and review of the business
The principal activity of Syndicate 3210 remained
the ftransaction of general insurance and
reinsurance business in the United Kingdom. From
31 December 2016 the Syndicate is no longer
underwriting new business and is now in run-off,
The total premium income capacity of the
Syndicate for each of the years of account open
during 2017 is as follows.

£m o
2015 year of account 340
2016 year of account 340

The resi;lt for calendar year 2017 is a loss of £45.3
million (2016 loss of £27.6 million).

Underwnting contributed a loss of £53.6 mullion
{balance on the technical account less allocated
investment return) (2016: £38 1 million loss) with
the overall combined ratio increasing to 126.4%
(2016: 110.3%).

Net earned premiums decreased by £139.3m to
£203.4 mithan (2018: £342 7 million).

The Non<echnical account includes a foreign
exchange loss of £0 1million in 2017 (2016. £1.1
million gain) arising from the translation of foreign
currency net positions at closing rates of exchange.

Underwriting performance

2017 2016

£m £m

Gross wrten premiums =~ 100 378.2
Net written premiums 12 323.1
Net earned premiums 2034 3427
Claims ratio % 925 69.0
Expense ratio % 338 413
Cornbined ratio % 1264 110.3

Gross written premiums decreased by £3682
milion (2016 £7.9 million) following the decision to
transfer business to Syndicate 2001 and to run-off
2016 & pror business.

The combined ratio increased to 126.4% from
110.3% in the prior year. The Syndicate’s claims
ralio increased to 92.5% (2015: 69 0%, reflecting

large loss experience during the year together with
reserve strengthening and tough market conditions
impacting the attritional claims experience.

in calculating the expense and combined ratios,
personal expenses payable to the managing
agency of ENil (2016: £2.9 million) have been
excluded.

Investment performance

The Syndicate produced an investment return of
£8.3 million in the year (2016. £9.4 millicn).
Syndicate underwriting assets, predominantly
holdings in collective investment schemes and
overseas deposils generated £6.9 milkon at a
return of 1.4% (2016. £7.8 milflion and 1.4%)
Corporate member capital contributed £1 4 milion
at a return of 1.1% (2016: £1.5 million and 1.4%).

Risk assets have performed strongly over the year,
supported by an accelerating and synchronised
global economic backdrop and expectations of a
US fisca! stimulus. This has aliowed policymakers
to discuss ending quantitative easing policies or, as
in the US, normalising monetary policy. All asset
classes contributed positively fo returns with equity
aliocations proving fo be the best performer for the
year

During the year, the Company invested in furds in
the Toro Prnism Trust which is an open-ended
investment unit trust authorised by the Central
Bank of lreland as a UCITS (Undertakings for
Collective Investment in Transferable Securities)
regulated by the [uropean Union. The trust is
controlied by MS Amlin group. The market value of
the investments in funds i the Toro Prism Trust at
31" December 2017 1s £376.8 million.

The growth outlook remains strong. Labour market
tightness should ultimately lead to wage inflation,
which in turn encourages higher bond yields. We
retain our underweight duration stance.

The impact of foreign exchange is not material.

The prncipal risks and uncertainties of the
business are addressed within note 2 to the
financial statements on pages 18-31

2. Directors’ Report
Future developments

The Syndicate ceased fo underwrite rew business
at 31 December 2016 and has entered run-off. The
2016 year of account is the final underwnting year.
It is the stated intention of the Directors that the
2016 and prior years of account will reinsure to
close into Syndicate 2001 as at 31 December
2018, when the year wiil naturally ciose under the
Lloyd's 3 year accounting basis, but this decision is
under constant review.
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Report of the Directors of the Managing Agent (continued)

Future developments (continued)

The Syndicate has considerab e financial
resources to meet its financial needs and continues
to manage its nisks through an expernienced team.
The directors believe that the Syndicate is well
posstioned to manage its bus ness risks
successfully in the current economc epvironment
during run-off.

Disclosure of information to auditor
Each director at the date of tre approval of this
report confi-ms that:

s0 far as the director 1s aware, there s ro
relevant audit informat on of which the
Syndicate's auditor is are unaware, and

o the director has taken all the steps that he or
she ougtt to have taxen as a directo- in order to
make himself or herselfl aware of any relevant
audit information and o establish that the
Syndicate’s auditor is aware of that information.

The current directors of the managing agent are
shown on page 2 Since 1 January 2017, the
following changes to the Board of Direclors have

occurred
Name Date of_!_?gggn‘at@_
C D Forbes 31 January 2017
E Graharm 22 March 2017
R Heppel 8 November 2017
D G Turner 7 March 2017
Date of Appointment
J A Collinson 24 February 20°7
PJ Green 14 December 2017

As the final year of account will close at the end of
2018, the Director's do not believe that it is
appropriate to prepare these financial statements
or a going concern pasts, as explained in Note 1 to
these financial statements.

Independent auditor

Pursuant to Section 14(2) of Schedule 1 of the
Insurance Accounts Drect ve (Lloya's Syndicate
and Aggregate Accounts) Regulations 2C08, the
auditor will be deemec to be reappointed and
KPMG LLP will therefore cont'nue in office

On beralf of the Board

! N

'

T C C:ements
Chief Executive Officer
16 March 2C-8
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Statement of Managing Agent’s Responsibilities

The directors of the managing agent are responsible for preparing tne Syndicate ‘inancial
statements in accordance with applicable law and regulations.

The Insurance Accounts Directive (Lloyds's Syndicate and Aggregate Accounts) Regulations
2008 requires the directors of the managing agent to prepare their Syndicates financial
statements for each financial year. Under that law they have elected to prepare the financial
statements in accordance with UK Accounting Standards and appiicadle law (UK Generally
Accepted Accounting Practice), including FRS 102 The Financial Reporting Standard
applicable in the UK and Repubic of lreland,

Under Insurance Accounts Directive (Lloyds’s Syndicate and Aggregate Accounts) Regulations
2008 the directors of the managirg agent must not approve the financial statements unless they
are satisfied that they give a true and fair view of the state of affairs of the Syndicate and of the
profit or loss of the Syndicate for that period. in preparing these financial statements, the
directors of the managing agent are required to:

+ Select suifable accounting policies and then apply them consistently,
« Make judgements and estimates that are reasonable and prudent;

« State whether applicable UK Accounting Standards have been followed., subject
to any material departures disclosed and explained in the financial statements;
and

» Assess the syndicate’s abiiity to continue as a going concern, disclosing, as
applicable, matters related ‘o going concern; and

« Use the going concern basis of accounting unless they either intend to cease
frading, or have no realistic alternative but to do so.

The directors of the managing agent are responsible for keeping adequate accounting records
that are sufficient to show and explain the Syndicate’s transactions ang disclose with reasonable
accuracy at any time the financia! position of the Syndicate and enable them to ensure that the
financial statements comply with the insurance Accounts Directive (Lloyds’s Syndicate and
Aggregate Accounts) Regulations 2008. They are responsible for such internal control as they
determine is necessary to enable the preparation of financial statements that are free from
materia' misstatement, whether due to fraud or error, and have general responsibifity for taking
such sleps as are reasonably open to them to safeguard the assets of the company and to
prevent and detect fraud and other irregularities.

The airectors of the managing agent are responsible for the mainterance and integrity of the
Syndicate and financial information included on the Syndicate's website. Legislatior in the UK
governing the preparation and disseminatior of financial statements may differ from legislation
i other jurisdictions.

On behaif of the Board
o ,

T C Clementi
Chief Executive Officer
16 March 2018
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SYNDICATE 3210

Opinion

We have audited the financial stalements of Syndicate 321C for the year ended 31 December 2017 which
comprise the Statement of Profit or Loss Technical account -~ General business, Statement of Profit or Loss:
non-technical account, Balance Sheet — Assets, Balance Sheet - Liabilities, Statement of Changes mn
Members’ Balances, Statement of Cash Flows, and related notes, including the accounting policies in note 1.

In our opinion the financial statements:

« give a true and fair view of the slate of the syndicate's affairs as at 31 December 2017 and of its loss for
the year then ended,

» have been properly prepared in accordance with UK accounting standards, including FRS 102 The
Financial Reporting Standard apphcable in the UK and Republic of Ireland, and

+ have been prepared n accordance with the requirements of the Insurance Accounts Directive (Lloyd's
Syndicate and Aggregate Accounts) Regulations 2008.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) ('ISAs (UK)" and
applicable law. Our responsibilities are described below  We have fulfilied our ethical responsivilities under,
and are independent of the syndicate in accordance with, UK ethical requirements including the Financial
Reporting Council ("FRC") Ethical Standard. We believe that the audit evidence we have cblaned is a
sufficient and appropriate basis for our opinion,

Emphasis of matter — non-going concern basis of preparation

We draw attention to the disclosure made in note 1 to the financial statements which explains that the financial
statements have not been prepared on the going concern basis for the reason set out n that note. Our opinion
is not modified In respect of this matter,

Report of the directors of the Managing Agent

The directors are responsible for the Report of the directors of the Managing Agent. Qur opinion on the
financial statements does not cover that report and we do not express an audit opinion or, except as explicitly
stated below, any form of assurance conclusion thereon.

Qur responsibility is to read the Report of the directors of the Managing Agent and, in doing so, consider
whether, based on our financial statements audit work, the information therein is materially misstated or
inconsistent with the financial statements or our audit knowledge. Based soiely on that work we have not
identified material misstatements in that report

In our opinion the information given in the Report of the Directors of the Managing Agent is consisient with the
financial statements.

Matters on which we are required to report by exceplion

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

» adeguate accounting records have not been kept, or returns adeguate for our audit have not been received
from branches not visited by us; or

+ the financial statements are not in agreement with the accounting records and returns;
« certain disciosures of directors’ remuneration specified by law are not made; or

» we have not received all the information and explanations we require for our audit.
We have nothing to report in these respects.
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Responsibilities of the directors of the Managing Agent

As explained more fuily in their statement set out on page 5, the direstors of the Managing Agent ave
responsible for: the preparation of the financia. statements and for being satisfied that they give a ‘rue and fair
view: such internal control as they determine is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error, assessing the syndicate’s ablity to continue
as a going concern, disclosing, as applicab'e, matters related to going concerr, and using the going concern
basis of accounting unless they echer intend to cease trading, or nave no realistic afternative but to do so

Auditor’s responsibilities

Our objectives are ‘o obtain reasonable assurance about whether the financial statemenis as a whole are free
from matenal misstatement, whether aue to fraua or error, and to iIssue our opwion ir an auditor's report.
Reasorable assurance is a high level of assurance. but does not guarantee that ar audit conducted in
accordance with 1SAs (UK) will aways detecl a matenal misstatemen: when it exists. Misstatements can anse
from fraud or error and are considered matet.al f, indwidually or n aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of the financial statements

A fuller description of ocur responsibiities Is provided on the FRC’s websile at
www.frc.org.uk/auditorsresponsibilities.

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

This report is made solely to the syndicate's members, as a body, in accordance with the Insurance Accounts
Drrective (Lloyd's Syndicate and Aggregate Accounts) Regulat:ions 2008. Our audit work has been urdertaken
so that we might state to the syndicate’s members those matters we are required to state ‘o them in an
auditor's report and for no other purpose. 1o the fuilest extent permitied by law, we 4o rot accept or assume
responsibility to anyone other than the compary and the syndicate’s members, as a body, for o4 audit work,
for this report, or for the opinions we have formed.

O

Timothy Butchart {Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountantis

15 Canada Square London,

E14 5GL

16 March 2018
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Statement of Profit or L.oss: Technical Account — General Business
For the year ended 31 December 2017

Earned premiums, net of reinsurance

Gross premiums wriiten
Qutward reirsurance premiums

Change in the provision for unearned

premiums
Gross amount
Reinsurers’' share

Earned prem:ums, net of reinsurance

Allocated investment return transferred
from the non-technical account

Claims ncurred, net of reinsurance

Ctaims paid
Gross amount
Reinsudrers’ share

Change in the provisior for claims

Gross amount
Reinsurers’ share

Claims incurred. net of reinsurance

Net operating expenses

Balance on the technical account —- general business

Notes

12
12

12
12

2017 2017
£'000 £'000
10,0C4
_ (8.836)
“.168
218,094
_ (15.828)
202.266
203.434
6,846
(242,655)
34,480
(208,175)
20,789
_.. (834)
19,965
(188,220)
(68,822)
(46,762)

All the amounts above are in respest of continuing operations.

The notes on pages 14 to 42 forme part of these financial statements

2016 2016
£'000 £'000
378,235
_ 155.1C4)
323,131
18 200
1,367
19,562
342693
7,826
(228.995)
12.068
{216.927)
(73.487)
53822
(19.659)
(236.586)
(*44,205)
_.{30272)
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Statement of Profit or Loss: Non-Technical Account
For the year ended 31 December 2017

2017 2016

Notes £'000 £000
Baiance on the technical account — general (46,762) {30.272)
business
investment income 7 6,779 6,138
Unrealised gains/(losses) on investments 7 234 2,695
Investment expenses and charges 7 (167) (1,007}
Allocated invesiment return transferred to general 7 (6,846) {(7.826)
business technical account
{Loss)/Gain on foreign exchange (63) 1,101
Investment return on Funds in Syndicate 7 1,493 1,538
(Loss) for the financial year {45,332) {27,633)

There were no recognised gams and losses in the year other than those reported in the Statement of Profit or
l.oss and hence no Statement of Other Comprehensive Income has been presented.

All the amounts above are in respect of continuing operations.

The notes on pages 14 to 42 form part of these financial statements.
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Balance Sheet Assets
As at 31 December 2017

ASSETS

Investments

Other financial investments

Reinsurers’ share of technical provisions
Provision for unearned premiums
Claims oulstanding

Debtors

Arising out of direct insurance operatiors
Ansing out of reinsurance operatiors
Other debtors

Other assets

Cash at bank and in hand

Prepayments and accrued income
Deferred acqus.tion costs

Other prepayments and accrued income

Total assets

Notes

12
12

QW0

14

12

The notes on pages 14 to 42 form part of these financial statenents

10

2017 2016
£'000 £000
500,118 612,291
29 16,207
118,747 127 141
118,776 143 348

9 392 119.760
11.940 42,423
... 6652 5163
37.984 167,336
6,442 5,573
6.885 59,150

337 26

7.222 59,176
660,542 987,724
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Balance Sheet —~ Liabilities
As at 31 December 2017

LIABILITIES

Capital and reserves

Member's baiance

Technical provisions

Provision for unearned premiums
Claims outstanding

Creditors

Ansing out of direct insurance operations
Arising out of reinsurance operations

Other creditors including taxation and social securty
Accruals and deferred inccme

Total liabilities and equity

Notes

12
12-13

— 0

2017 2016
£'000 £000
(29,169} 24 901
24 469 246,000
624 515 665,759
648,084 911,759
2.028 2,694
18678 30,484
20,021 17,799
- 87
40727 51,064
660,542 987,724

The financial statements on pages 8 to 13 were approved and authorised for issue by the Board of Directors of

MS Amiin Underwriting Limited and signed on its behalf by:

P J Green
Chief Financial QOfficer
16 March 2018

The notes on pages 14 to 42 form part of these financial statements.

1t
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Statement of Changes in Member’s Balances
For the year ended 31 December 2017

Notes
2017 2016
£'000 £'000
Member's balances brought forward at 1 January 24,901 72,534
{Loss) for the financial year (45,332) (27.833)
Payment of profit to member {8.738) (20.000)
Member's balance carried forward at 31 December  (29,169) 24,901

Members participate on Syndicates by reference to years of account and their ultimate result Assels and
ligbilities are assessed with reference to policies incepting in that year of account in respect of their
membership of a particular year.

The notes on pages 14 to 42 form part of these financial statements.

12
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Statement of Cash Flows

2017 2016
Notes £000 £'000
Cash flows from operating activities
{Loss)/Profit for the year (45,332} (27.633)
Decrease/(Increase) in reinsurers share of technical
provisions 24 571 (66,337)
Decrease/({Increase) in deferred acquisition costs 52,275 {10,030)
Decrease/(Increase} in deblors and prepayments 139.030 {4.630)
(Decrease)/Increase in gross technical provisions (262.774) 155,856
{Decrease)/Increase in creditors (10,335) 30,714
(Decrease) in accruals and deferred income {(47.406) (458)
Investment return (8,340} {9,365)
Foreign exchange ‘ 4,401 -
Net cash (outflow)inflow from operating
activities (153,910} 68,117
Cash flows from investing activities
Acquisition of other financia! instruments (1,010,385) (1.079,458)
Proceeds from saie of other financial instruments 1,461,768 1,015.802
investment income received 4,296 7.287
Other 3,902 (1885
Net cash inflow/{outflow) from investing activities 159,579 (57,954)
Cash fiows from financing activities
Cash Call 118,000 -
FIS released to member {118,000} -
Transfer to member in respect of underwriting
participation — (8.738) (2‘0’000)_ .
Net cash (outflow)} from financing activities (8,738} (20,000)
Net (decrease}increase in cash and cash
equivalents (3,069) (9,837)
Cash and cash equivalents at 1 January 14 9,451 18,821
Effect of exchange rate changes on cash and cash
" 80 467
equivatents B .
Cash and cash equivalents at 31 December 14 6,442 9,451

The notes on pages 14 to 42 form part of these Financial Statements.

13
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Notes to the Financial Statements
1. Accounting policies
Basis of preparation

These financial statements have been prepared on
the basis that the Syndicate ceased {0 write new
business from 1 January 2017 and will reinsure 1o
close its 20616 and prior years of account into
Syndicate 2001 on 31 December 2018. The asseis
and liabiities at the balance sheet date have been
recogmsed under the historical cost convention
except for certain financial assefs which are
measured at fair value, using the annual basis of
accounting in accordance with Reguiation 5 the
Insurance Accounts Directive (Lloyd's Syndicate
and Aggregate Accounts Regulations 2008) ("the
Regulations™). and in comphance with United
Kingdom Accounting Standards including Financial
Reporting Standard 102, "The Financial Reporhing
Standard Applicable in the UK and the Republic of
Irefand” (CFRS 1027y and Financial Reporting
Standard 103, “Insurance Contracts” ("FRS 1037).
There are no other assets or liabilities recognisable
as a consequence of not preparing these financial
statements on a going concern basts. Therefore,
no adjustments are necessary to the amounts at
which the net assets are included in these financial
statements. FRS 102 and FRS 103 have been
consistently applied to all years presented.

Critical accounting judgements and Kkey
sources of estimation uncertainty

The preparation of financial statements in
conformity with FRS 102 and FRS 103 requires the
use of certain critical accounting estimates. It also
requires management to exercise its judgement in
the process of applying the Syndicate's accounting
policies. The areas involving a higher degree of
judgement or complexity, or areas where
assumptions and estimates are significant to the
financial statements are disclosed below. The
preparation of financial statements requires the use
of estimates and assumptions that affect the
reported amounts of assets and liabilities, and the
disclosure of contingent assets and liabilities
Although these estimates are based on
management's best knowledge of current evenis
and actiors, actual results may ultimately differ
from those estimates.

insurance contract liabilities

The most significant estimate made in the financial
statements relates to unpaid insurance claim
reserves and related loss adjustment expenses of
the Syndicate. The methods, assumptions and
estimates used by the Syndicate to estimate the

4

insurance contract liabilities are described in note
12.

Unpaid claims reserves are estimated on an
undiscounted basis. Provisions are subject to a
detailed quarterly review where forecast future
cash fiows ard existing amounts provided are
reviewed and reassessed. Any changes to the
amounts held are adjusted through the statement
of profit or loss

Details of the Syndicate’s outstanding claims
reserves and claims development are given in note
12 and note 13.

Insurance contract premium

The Accounling policy note Insurance confracts
premium delails how the Syndicate accounts for
insurance premiums mcluding the estimates made
by the Syndicate

Product classification

insurance contraclts are defined as those
containing significant insurance risk ¥ and only If,
an insured event could cause an insurer to make
significant additiona! payments in any scenario,
excluding scenanos that lack commercial
substance. at the inception of the contract.

Contracts entered intc by the Syndicate with
remnsurers  under which  the Syndicate is
compensated for losses on contracts issued by the
Syndicate and that meet the classification
requirements for insurance conlracts are classified
as reinsurance contracts held. Insurance contracts
underwritten by the Syndicate under which the

contract holder is another insurer ({inwards
reinsurance) are included within  insurance
contracts.

Based on the current assessment, all of the
products underwritten by the Syndicate are
insurance contracts within the scope ¢f FRS 103,

Financial assets and financial liabilities

The Syndicate uses pricing vendor sources in
determining the fair value of financial assets and
financial liabilities. Depending on the methods and
assumptions used (for exampie. in the fair
valuation of Level 2 financial assets), the fair
valuation of financial assets and financial liabilities
can be subject to estimation uncertainty Details of
these methods and assumptions are described in
note 2c.
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Notes to the Financial Statements {continued)

Significant accounting policies

The principal accounting policies are summarised
be'ow They have beer apolied consistently
throughout the current and prior years.

Insurance contracts premiums

Gross premiums  written  comprise  contracts
commencing in the financial year, together with any
differences between booked premiums for the prior
years and those previously accrued, and estimates
of prermiums due but not yet receivable or notified
to the Syndicate. Al premiums are shown gross of
comm ssion payable o intermed’avies and exclude
any taxes or dubies based on premiums.

Premiums are disclosed before the deduction of
brokerage and taxes or duties wevied on them when
these are payable by the Syndicate. Estmates are
included for premiums receivable after the period
end but not yet notfied. Outward remnsurance
premium is accounted for in the same accounting
pericd as the related irsurance or inward
reinsurance business

Premium 1s recognised as earned basec on the
poiicy contract period. Tne eamed element is
caculated on a basis where the premium is
apportioned over the period of risk. For premium
written under facilities, the earned element is
ca'culated based on the estimated nception date
and coverage period of the underlying contracts.

The proportion of premiums wrtten. gross of
commission payable, attributabie to periods after
the baiarce sheet date is deferred as a prowision
for unearred premiums. The change in this
provision is taken to the income statement in order
that revenue is recognised over the period of the
risk. Under FRS 103, unearned premwums are
monelary lat:hties These are therefore valued at
closing excnange rate at the reporting perod end
and ary foreign currency gains or losses are
recogmsed in the statement of profid or loss,

Acquisition costs

Acquisition costs comprnise  brokerage and
cormmisSsons incurrec  on insurance  contracts
written during the financial year. They are incurred
on the same basis as the earned proportions of the
premiums they relate to. Deferred acquisition costs
are amoriised over the pered ir which the related
reverues are earned. Deferred acouisition costs
are reviewed at the end of each reporting perioc
ard are impaired where they are no onger
considered to be recoverable out of fulure margins
in the re.ated revenues Under FRS 103, deferred
acquisiion costs are monetary assets These are

therefore valued at closing exchange rate at the
reporing period end and ary foreign currency
gains or losses are recognised in the statement of
profit or loss.

Reinsurance premium ceded

Reinsurance premium cedec comprise preémuum on
reinsL.rance arrangements bought which incept
during the financial year, together with adjustments
fo premium ceded in previous accounting years
The proporticn of reinsurance premium ceded
attributable to periods after the reporting date is
deferred as rensurers’ share of uneamed
premium Reinsurance premium ceded is earned
over the polcy contract period in accordance with
the terms of the reinsurarce contract

Unearned premiums

The provision for unearned premiums comprises
the amounts representing that pat of gross
premiums wrntten ard outwards reinsurance
premiums that reiate tc unexpirec terms of policies
in force at the balance sheet date. The provison is
ca'culated using a iime apportionmen: method.

Insurance contracts liabilities: claims

Claims pad are defned as those ciaims
transactiors sett:ied up 16 the balance shee® date
including the internal and external ciaims
settlernent  expenses  allocated to  those
transactions.

The reinsurers’ stare represenrts recovenes
received from reirsurance protectiors in the period
plus recoveres receivable against claims paid that
have 1ot been received at the balance sheet date,
net of any provision for bad debt Where
applcable, deductions are made for salvage and
other recoveries,

Claims reserves are eslimated on an undiscounted
basis. Provis:ons are subject ‘o a detailed quarterly
review where ‘orecast future cas~ flows and
existing amounts provided are revewed and
reassessed

Any changes to the amounts heid are adjusted
through ihe income statement. Provisions are
estahlished above an actuarial best estimate as an
additional degree of caution.

Unpa‘d claim reserves are made for kmown or
anticipated liabilties unaer insurance contracts
which have not been settled up to the reporting date
Included within the prov'sion I1s an aliowance for the
future costs of settling those claims. Tn's s
estimated based on past experience and current
expeciations of futu‘e cost levels.
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The unpaid claims reserves aiso include, where
necessary, a reserve for unexpired risks where, at
the reporting date, the estimated costs of future
claims and related deferred acquisilion costs are
expected to exceed the unearned premiums
provision. In determining the need for an unexpired
risk provision the underwnting divisions within the
Syndicate have been regarded as groups of
business that are managed together.

Some insurance contracts permit the Syndicate to
sell (usually damaged) property acquired in setthng
a claim (for example, saivage). The Syndicate may
also have the nght to pursue third parties for
payment of some or all costs (for example,
subrogation) Estimates of salvage recoveries and
subrogalion reimbursements are included as
allowances in the measurement of the insurance
liabilty for unpaid claims, and recognised i
insurance and reinsurance receivables when the
liabilty 1s settled,

Although the claims provision is considered to be
reasonable, having regard to previous claims
experience (including the use of cerfain statistically
based projections) and case by case reviews of
notified Josses, on the basis of informaton
avallable at the date of determining the provision,
the ultimate liabiibes will vary as a result of
subsequent information and events These
adjustments are reflected in  the financial
statements for the period n which the related
adjustments are made,

Reinsurance recoveries

The benefits to which the Syndicate is entifled
under 1its reinsuranse contracts held are recognised
as reinsurance assels. These assets consist of
short-term balances due from reinsurers, as well as
longer-term receivables that are dependent on the
expected claims and benefits ansing under the
related reinsured insurance contracts. Amounts
recoverable from or due to reinsurers are
measured consistently with  the amounts
associated with the reinsured msurance contracts
and in accordance with the terms of each
reinsurance contract.

Where there is objective evidence that a
reinsurance asset is impawed, the Syndicate
reduces the carrying amount of the reinsurance
asset to its recoverable amount and recognises
that impairment loss in the statement of profit or
loss.

Financial assets

The Syndicate's financial assets are classified at
fair value through profit and loss (FVPL). This
classification requires all fair value changes to be
recognised immediately within  the investment
return line in the statement of profit or loss.

Within the FVPL category, holdings in collective
investment schemes, fixed income secuntes.
equity secunties, property funds and certain
derivatives are classified as ‘trading’ as the
Syndicate buys with the intention to resell,

All other assets at FVPL are classihed as ‘other
than trading” within the FVPL category as they are
managed and therr performance is evaluated on a
FVPL basis.

Purchases and sales of invesimenis are
recogmsed on the trade date, which is the date the
Syndicate commits to purchase or sell the assetls.
These are inthally recognised at fair value, and are
subsequently re-measured at fair value based on
quoted bid prices Transaction costs are
recognised directly in the statement of profit or loss
when incurred. Changes in the far value of
investments are inciuded in the statement of profit
or loss in the year in which they arise. The
uncertainty around valuation is discussed further in
note 2¢.

Derivative financial instruments

Denwvative financial instruments primarily inciude
curtency forwards. Dernvatives are  initially
recognised af fair value on the date on which a
derivative contract Is entered into. They are
subsequently measured at fair value, with their fair
values obtained from quoted market prices or,
where these are not available, by using valuation
techniques such as discounted cash flow models
or oplion pricing modeis. Changes in the fair value
of derivative instrumenis are  recognised
immediately in the statement of profit or loss.

Investment return

The nvestment return comprises investment
income, mvestment gains less losses, and is net of
investment expenses and charges

Realised gains or losses are calculated as the
difference between the net sales proceeds and
their purchase price in the financial year or their
valuaton at the commencement of the year
Unrealised gains and losses are calcuiated as the
difference between the valuation of mvestments at
the balance sheet date and ther purchase price in
the financiai year or their vajuation at the
commencement of the year.
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lnvestment return continued

Ail of the investment return arising n tne year 15
reported indiafly in the non-techncal account A
transfer is ther made from {he non-technical
account ic the technical account to realiocate
investment return relating to underwniting assets.

Taxation

No provision has been made 'n respect of UK
‘ncome  tax on tfrading income W s the
responsibility of the member to sette :heir tax
liabilities. Overseas taxation comprises US Federal
Income tax and Canadian Fede-al Ircome %ax. The
amounts charged to the member are collected
cent-ally through Lloyd’s Members' Services Unit
as part of the member’s distribution process.

The ultimate tax liabiity is the responsibility of the
urderwriting memoer. Under Schedule 19 of the
Finance Act 1993 managing agents are not
requred to deduct basic rate income tax from
trading income In addition, all UK basic rate
income tax deducled from Syndicate investment
income is recoverable by managing agents and
consequently the distripution made to members or
their members' agents s gross of tax. Capital
appreciation falls within frading income and 15 also
distributed gross of tax.

Foteign Currencies

(a} unctional and presentation currency
ltems included in the financial statements of the
Syrdicate are measured using the carrency of the
ptimary economic environment in which the
Syndicate operates ( the functional currency’). The
financia, statements are presenled in ‘Pounds
Sterling’ {£). which ‘s also the Syndicate’s
functional currency.

(b) Transactions and balances

Transactions denominated in foreign currencies
are translated into the functional currency using the
exchange rates prevaling at ‘he dates of the
transactiors Mcnetary assets and liabilities are
translated at the rates of exchange at the reporung
date (Insurance balances are ccnsidered to be
monetary asse's). Non-monetary assefs and
Fabilities are translated at tre rate prevailing in the
year in which the asset or habiity first arose or,
where such items are revalued, at the latest
valuaton date [xchange differences are
recognised within the ‘nan-technical account’.

Loans and receivables

Loans and recewvables are wnitia'ly recognised at
fair value and subsequently measured at amort.sed
cost using an c*ffectve interest rate. Appropnate
allowances for estimated ir-ecoverable amounts
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are recognised in the staterent of prefit or loss
when there is evidence that the asset 1s impared.
These are reversed when the trigger~g event that
caused the impairment is reversed

Other payables

Otner payabies are vutiaily recognisea at fair value
and subsequently measured at amortised cost
They represent 'iabilities to pay for goods or
services that have beer received or supgiied in the
normal course of business. 1mvoiced by the suppier
before the year end, but for which payment ras not
yet been made.

Insurance debtors and creditors

Ir the noral course of business, for the majority of
contracts. sett.ement is requred to be made with
Lloyd's Central Accounting, the marke! settlement
bureau, on the basis of the net balance due ‘o or
from insurance brokers in total ratter thar the
amourts due o or from tne individual parties which
they represent. The legai status of 1~'s practice of
net settlement is uncertain and in the event of ar
insowency it 1s generally abandoned

According:y, insurance deblors and crediters, as
presented, ir respect of both Lioyd's Centra’
Accounting settled business and business that is
settled direct with brokers and service companies
comprise respectively the totals of all the
Syndicate's indiviaual outstanding debit and credit
transactions before any offset. The resultant totals
give ro indication of future ret cash flows

Syndicate operating expenses
The managing agency is MS Amlin Underwriting
Limited. Costs incurred by the managng agent
exclusively for the Syrdicate are crarged to the
Syndicate or an accruals bas's.

Experses ‘ncurred joirtly by the managing agent
ard the Syndicate a“e charged to the Syncicale
and reflect the costs of services provided and does
not ingiude any profit element.

Pension costs

All relevant staff are members of a def.ned
contnbution pension scheme operated by MS
Amin - Corporate  Services  Limited  Persion
contributons relating to Syndicate staff are
cnha‘ged to the Syndicate as incured and are
nc'uded withun net operating expenses.
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2.  Risk and capital management

The Board of Directors of the Managing Agent (the
Board) recogrises that the effective management
of risk is essential for the Syndicate to achieve its
objectives. The Syndicate's risk management
framework provides the structure through which the
Syndicate identifies, assesses, controls, monitors
and reports the nisks posed to the achievement of
its corporate objectives. It facilitates the timely and
efficient fiow of risk information between business
functions and senior management, allowing
appropniate decisions to be made at all levels of
the organisation, thereby enabling the effective
management of risk.

The Board, with support from the Risk Committee,
oversees the risk management framework and
monitors the Syndicale’'s risk profile at risk
category level (e.g. insurance risk). Oversight of
specific risks (as detailed on the Syndicate’s risk
register) is delegated fo the relevant Standing
Committees. In order to discharge ther duties, the
Board and Standing Commitlees receive regular
risk reporis that summarise the Syndicate's rigk
profile.

A suite of policies articulate the risk management
framework. These identify and analyse the risks
faced by the Syndicate and set appropriate nsk
fimits and controls.

The principal risks and uncertamties facing the
Syndicate are as foliows:
2(a) Underwriting risk
The Syndicate accepts underwrding risk i a range

of classes of business and there is a balance
between long and short tail business,

in underwriting insurance or remnsurance polcies
the underwriters use ther skill and knowledge to
assess each risk. Exposure information and data
on past claims expenence s used to evaluate the
ikely claims cost and therefore the premiums that
should be sufficient (across a partiolio of nsks) to
cover clams costs, expenses and to produce an
acceptable profit. However, due to the nature of
insurance nsk there 5 no guarantee that the
premiums charged will be sufficient to cover claims
costs, This shortfall may originate either from
insufficient premiums being caiculated and charged
or result from an unexpected, or unprecedented,
high leve! of claims.

A number of confrols were deployed {o limit the
amount of insurance exposure underwritlen For
each year of account a business plan was

prepared and agreed which was used to monitor
the amount of premium income, and exposure, {0
be writteni in total and for each class of business
Progress against this plan is monitored These can
be exceeded in exceptional circumstances but only
with the approval of senior management. For larger
sum insured risks reinsurance coverage may be
purchased. The managing agent used line guides
that determine the maximum liabiity per policy that
was written for each class (on a gross or net of
facultative reinsurance basis) by each underwriter.
The Syndicate is also exposed to catastrophe
losses which may wnpact many nsks in a single
event Reinsurance is purchased to limit the impact
of loss aggregation from such events. These
reinsurance arrangements are descnbed in section
2f Insurance habilittes were wrtten through
individual risk acceptances or through faciities
whereby the Syndicate was bound by other
underwriting  entities.  Facility  arrangements
delegate  underwnting  authonty to  olher
underwriters, or to agents acting as coverholders,
that used their judgement to write nsks on the
Syndicate’s behatf under clear authority levels.

The insurance liabilities underwriten by the
Syndicate are reviewed on an individual nsk, or
contract, basis and through review of portfolio
performance. All claims arising are reserved upon
nefification, Each quarter the entire portfolio of
business 15 subject to a reserving process whereby
leveis of paid and outstanding {advised but not
paid) claims are reviewed. Potential future claims
are assessed with a prowvision for incurred but not
reported {IBNR) claims being made. Whilst a
detailled and disciphned exercise is carried out to
provide for claims notfied, it 1s possible that known
claims could develop and exceed the reserves
carned.

Furthermore, there 1s Increased uncertainty in
establishing an accurate provision for IBNR claims
and there 15 a possibility that claims may arise
which, in aggregate, exceed the reserve provision
estabiished. This is parlly mitigated by the
reserving policy adopted by the Syndicate which is
to carry reserves in excess of the mean actuarial
best estimate.
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2(a) Underwriting risk (continued)

The Syndicate is exposed to the impact of large
catastrophe evenls such as windstorms,
earthquakes or terrorist incidents Exposure io
such events is controlled and measured through
loss modelling. It is possible that a catastrophe
event could exceed the maximum expected event
loss. This is particularly the case for the diect
property proportion of the loss exposure, where
models are used to calculate a damage factor
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representing the amount of damage expected to
exposed aggregale nsured values from a
particular  scenario Errors, c¢r  incorrect
assumptions in the damage factor caiculation, can
result in incurred catastrophe event ciaims higher,
or lower, than predicted due to unforeseen
circumstances, inadequacies . data, or
shortcomings in the modeis used.
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Z(b)

Insurance risk

Concentration of insurance risk

The table below details the Syndicate’s risk exposures by geographical region and class of business.

2017

United Kingdom
Other EU countries
Usa

Other

2016

United Kingdom
Other EU countnes
USA

Other

2017

Fire and otter damage to
properyy

Third party habrity

Motor - other

Marine, aviation and
transport

Reinsurance accepted

2016

Fire and other camage to
property

Third party liaptity

Motor - other

Manre, avialicn and
transport

Reinsurance accepted

Gross Premiums Qutward RI  Net Premiums
Written Premiums Written
£'000 £°000 £000
2292 (2.025) 267
779 (688) 91
(241) 243 (28)
- 1174 (5,338) 838
10,004 (8,836} 1,168
Gross Premiums Outward Rl  Net Premiums
Written Premiums Written
£'000 £'000 £'000
68,703 {10,009) 58,694
16,983 (2.4/74) 14,508
4,605 ®71) 3,834
287.944 {41,950) 245,994
378,235 ___(55,104) 323,131
Gross Premiums Outward RI Net Premiums  Net Technical
Wiritten Premiums Written Provisions
£000 £'000 £000 £'000
2834 (4,550) (1,726) 92,979
4780 (964) 3.786 181.788
(24) (24)
541 (3,108} {2.565) 144,785
1,869 {182) 1,687 103,771
10,004 (8,836) 1,168 523,323
Gross Premiums Qutward R Net Premiums  Net Technical
Written Premiums Written Provisions
£'000 £000 £'000 £000
78,497 {18.447) 60.044 97.967
120.439 (11.,247) 108,192 271,539
2,810
93 043 (10,6410) 82,433 158,299
86,262 (14,800} 71,462 178.666
378,235 (§_§,104) 323,131 709,261

Net technical orovis'ons include ceferred acquisiion costs.
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2(b)

Insurance risk (continued)
Sensitivity to insurance risk - Claims reserving and IBNR

Insurance liabilities and reinsurance assets: Calculation of incurred but not reported {IBNR} and
claims development

The Syndicate adopts a rigorous process in the calculation of an adequate provision ‘cr nsurance
claim liabilities. The overriding aim is to establish reserves which are expected to be at least adequate
and that trere is cons'stercy from year to year. Therefore. the reserves are set at a level above the
mean acluanal "best estimate” position. However, there 1s a risk that, due to unforeseen
circumstances. the reserves cartied are not suthcient to meet insurance claim ‘iabilities reported in
future years on policy periods whick have expired.

Process and methodology

The reserv-ng process commences with the proper recording and reporting of claims info-mation which
consists of paid and notfied or outstanding claims. For the [ordon marke* pusiness information is
received through the London market bureau. Ciaims records are maintained for each policy and ciass
For notified cr outstanding claims. a case reserve is established based on tne views cf underwriting
managemen! and claims managers, using external legal or expert advice where app-oprate. This
reserve is expecled to be sufficient o meet the claim payment wken it is finally determined. For some
ciasses of business, partcularly habdry business, settlement may be several years a‘ter the intial
notification of the clarm, as t may be subject to complexities or court action. For claims recewved from
the London Market Bureau, the market reserve 1s gencrally set by the lead underwnier, tut there ate
crcumstances on larger claims where the Syndicate will post higher “eserves than those nstlified

To assist with the process of determiming the reserves, tnangulation statisbcs for each class are
produced which show the historical development of premium, as wel! as paid and incurred losses, for
each underwnting year In all cases. the different potential deve'opment of each class ¢f business is
fully recognised. The develooment period vanes by class, by method of acceptance and i1s aisc
determined by the deductibe of each policy written For casualty business, the policy form wili
determine whkether ciaims can be made on a claims made (as advised} or or a losses o¢curring
{determined by date of loss) basis. This has a significant impact on the reporting penoc in which claims
can be notfied.

IBNR

To establish a provision for IBNR claims, the actuarial tecam uses their experience and knowledge of
the classes of busiress {0 estimate the potential future development of the incarred cams for each
class for each underwriting year. This is known as the ‘best estimate’. In setting the IBAR provision,
estimates are made ‘or the uiimate premium and ultimate gross claims value for eact underwnting
year. Allowarce s then made for anticipated reinsurance recoveries to reach a net zlaim position.
Reinsurarce recovernies are calculated for outstanding and IBNR claims, sometmes through the use of
historical recovery rates or statistical projections, and provisions are made as appropnate ‘or bad deit
or possible disputes. The compenrent of uitimate IBNR provision estimates and reinsurarce recoveries
that relates to future evenis occurring te the existing pertfolio 1s removed in order to reflect generally
accepted account'ng practice, Meetings are ‘nitially held for each business unit in which underwriters
and actuaries discuss the initial proposed estimates and revise them if it 1s felt necessary At the next
rcund of meetings, management discuss reserving issues with the actuaries and underwtiters and
cha'lenge the proposed estimates. At this meeting, management propose the ‘ma-g for risk fo be
added to the best estmate, assisted by diagnhostics producea from the internal model. The margin is
proposed on a net of reinsurance basis only. Further meetings are then he d at which further review
and crallenge ‘s provided by central teams, led by the Risk function

Areas of uncertainty

The reserves established can be more or less than adequate to meel eventual claims arising The level
of uncertainty varies sigrificantly from class to class but can anse from inadequate case reserves fer
kncwn large losses ard catastroptes or from inadequate provision for IBNR claims. The ‘mpact on
profit of a £% improvementideterosation . the net incurred claims ratic would be £10.2 miliion
gainfloss {2016 £°7.7 miilion). as shown below:
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2(b)

2(c)

Insurance risk {continued)

Sensitivity to insurance risk (continued)

Net Incurred Claims Fire and Third Marine Re- Total
(NIC) other party aviation  insurance

damage to liability & accepted

property transport
£'000 £'000 £'000 £'000 £'000

2017
§% increase in NIC % (1,787) {3,566) (2.805) (2,004)  (10,172)
5% decrease in NIC % 1,797 3.566 2,805 2.004 10,172
2016
5% increase in NIC % (3.331) (4,832} (4.726) {4,246y  (17,13%)
5% decrease in NiC % 3,331 4,832 4,726 4,246 17,135

Large loss case reserves are determined through careful analysis of the individual claim, often with the
advice of lawyers

Property catastrophe claims, such as earthquake or hurricane iosses can take several months or
years, fo develop as adjusters visit damaged properly and agree claim valuations. Until all the ciaims
are settled it requires an analysis of the area damaged, contracts exposed and the use of models fo
simulate the loss against the portfolio of exposure in order to arnive at an estimate of ulimate loss o
the Syndicate. There is uncertainty over the adequacy of information and modelling of major losses for
a period that can range from several months to a number of years after a catastrophe loss. Account
should also be taken of factors which may influence the size of claims such as increased repair cost
inflation or a change in law.

The long tai liability classes represent the most difficult classes to project because often claims are
notified and settled several years after the expiry of the policy concerned. This is particularly the case
for hability business written on a losses occurring basis,

The use of historical development data is fundamental to reserving these classes. ¥ is used in
conjunchion with the advice of lawyers and thud parly claims adjusters on material single claims.
Known changes to wordings or the claims environment are also considered.

Financial risk management

The following section describes the Syndicate's investment risk management from a quantitalive and
qualitative perspective.

The Syndicate has two main categones of assets:
«Underwriting assets — premium received and held to meet future insurance clams,
«Capital assets — capital required by Lioyd's to support the underwriting business. These represent
funds deposited by MSI Corporate Capital Limited as Funds in Syndicate {FIS).

investment Governance

The managing agent manages the Syndicate’s investments in accordance with the investment
governance framework that is set by the Board of the managing agent. This framework determines
investment governance and the investment nsk tolerance. It is reviewed on a regular basis {o ensure
that the Board's fiduciary and regulatory responsibiiities are being met. Day-to-day management of the
investments is delegated to the Investment Oversight Committee (I0C) or members of the execulive,
who are advised by MS Amlin Investment Management
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2(c)

Financial risk management {continued)

The 10C comprises the Chief Risk Officer, Chief Investment Officer and members of the maraging
agent's execulive The IOC meets quanterly and supports the Risk & Solvency Comemrittee in carrying
cut its delegaled investment risk-related responsibiities. Day-to-day responsibility for investments s
‘urther delegated to the MS Amlin investment Management team. led by the Chief Inves'ment Officer
The 10C 15 kept updated on relevant issues. MS Amiir Ipvestment Managernent is resporsible for
tactical asset allocation and the appointment of external investment managers and custod ans.

Risk Tolerance

Invesiment risk tolerances are set by the Risk & Solvency Committee. 1he inves:ment grocess is driven
from the nsk tolerance which is determined by reference to factors such as the urderw~ting cycle and
the requirements of the capital providers In a hard underwriting market, capital preservation is
paramount ir order to support the insurance business and, therefore, the sk tolerance for the capital
assets will be ‘ow. Conversely, the risk tolerance for the underwriting assets under these circumslances
wil! be relatively high due to the strong cash flow. In a soft unde-writing market the opposite applies.

Investment risk 15 monitored by MS Amlin Investment Managemert using a market-recognised thirg-
party risk model Risk reporting i1s generated py MS Amln Investment Managemen! and an
independent review conducted by the Risk functior:. 1hese reports are then crculated to the I0C and
the Risk & Solvency Committee.

Strategic asset aliocation

The maraging agent has determined the Syndicate’s strategic asset alocat.on which s set according
¢ its risk folerance and liabities.

The strategic asse! ailocations for capital assets are set by using a Value at Risk (VaR) model to
determine the optimum asset allocation for the current risk tolerance which ensures tnat appropnate
solvency levels are maintained.

The expected timescale for future cash flows in each currency is calculated by the Actuarial team; the
average of these form the basis of our asset liability duratior management

Tactcal ranges around these strategic asset allocations nrovide fiexibil.ty to ensure that an appropriate
risk/reward balarce i1s maintained in changing investment markets.

Tre 10C reviews the strategic asset aliocation and tactical asset allocation ranges for aporoprateress
to optimise investment returns within the risk tolerances.

Investment management

Investments are run on a mulli-asset. multi-manager basis. Exposure to the asset classes is achieved
using physical holdings of the asset class or derwative instruments and may be managed by the
investrert Team or by outsourced managers, on a segregatec. pooled or commingled basis. Manager
selection is based on a range o criteria that ieads o the expectatior that they will add value to the
{unds over the medium to long-te'm. The managers have discretion to manage the funds on a day-to-
day basis witnin investment guidelines or prospectuses applicable fo their funds that ens.re that they
comply with the investment framewcixs The managers’ performance, compliance and risk are
monitorea on an ongoing basis

Credit risk

Credit rigk is the r'sk that the Syrdicate becomes exposed to 'oss if a specific counterparty fals to
perform its contractual obiigatons 1n a timely manner impacting the Syndicate's abilily to meet its
claims as they fall due Credit nsk can also anse from underly.ng causes that have an irrpact upcn tne
creditworthiness of all counterparties of a particu ar description or geographical location The Syraicate
‘s exposed to credit risk 1n its investment pertfolio and with its premium and reinsurance debors.
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2(c)

mancial risk management (continued)

2017

Other financial investments:
Holdings in collective investment
schemes
Part.cipation in investment pools
Regulatory deposits
Depos:ts with credit institutions
Derivative Financial Assets

Reinsurers’ share of outstanding

claims ircluding IBNR

Debtors arising out of direct

insurance operations

Debtors arising out of reinsurance

operations

Cash at bank and in hand

Other debtors

2016

Other financial investments.
Debt secunties and other fixed
necome
Hedge furds
Holdings in collective investment
schemes
Participation in ‘nvestment pools
Regulatory deposits
Deposits with credit institutions
Derivative financial asse's
Rewmsurers’ share of outstanding
caims incuding IBNR
Debtors ansing out of direct
Insurance operations
Debtors ansing out of reinsurance
operations
Cash at bank and in hand
Otter debtors

AAA AA A <A Not rated Total
£'000 £'000 £000 £000 £'000 £'000
376,768 376,768

37,647 3,738 7,956 2,867 18649 71,157
30,657 8.088 5012 5,308 3,068 52,193
- 30,763 84,803 1,449 1,732 118,747
9,397 2,392

1.037 10,933 11,940

6.442 6,442

e S 6,652 6,662
_68644 42589 105250 9,624 427,184 653,201
AAA AA A <A Not rated Total
£'000 £000 £000 £000 £'000 £'000
30,490 9,619 5053 5104 50,266
4718 4,718

332.717 61,805 73,584 27662 - 495768
38.029 5,122 4,384 1,955 49,490
4788 4,788

7036 7,036

- 225 225

- 39,726 83644 377" 127,141
119.76C 119,760

42 423 42,423

129 5.444 - 5,573

5183 5,153
401,236 116,401 173,701 44,161 176,842 912,341
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2(c)

Financial risk management {continued)

Insurance and reinsurance

Credit nsk in respect of premium debt is overseen by the Group Crea’t R'sx Team and managed
through a number o cortrols that ‘nclude broker financiai review, nternal ratng of brokers and regu:ar
chasing and monitoring of premium setliement performance This inciudes the escalation of matena:
1Issues to underwriters and management as appropriate.

Alsc included are reinsurance rece'vables. which represent the amounts due at 31 December 2017, as
well as amourts, expected to oe recovered on unpaid outstanding claims (including IBNR} in respect of
earned nisks. These are statea net of provisions for impairment. The credt risk in respect of remnsurance
receivables, including reinsurers’ share of outstanding claims, is prmarily maraged by review ard
approva: of reinsurance security by the Reinsurance Security Committee prior to the purchase of the
reinsurance contract. Guidelines are set, and monitored, that restrict the purchase of reinsurance
security based on the internal ratings for each reinsurer and Standard & Poor's ratngs. The Syndicate
holds ccllaterat from certain reinsurers including those that are non-rated as secunty aganst potential
default. Provis'ons are made against the amounts due from ceriair reinsurers, depending cn the age of
the debt and the current rating assigned to the reinsurer. The impact on profit before tax of a 1%
variation in the collectability of reinsurance debt would be +/- £1.2 millior (2016: £1.3 mill:on).

Investments

As well as actual ‘ailure of a counterparty to perform Iis contractual obligations, the price of corporate
bond holdngs will be affected by investors’ perceptior of a borrower's credit worthiness. Credi® nsx
within the investment funds is managed through the credit research carried out by the investment
managers. The investment guide!ines are designed to mitigate credit risk by ensuring diversification of
the holdings. For each portfolio there ae limits to the exposure to sirgle issuers and to the total amount
that can be held in each credit quanty rating category, as determined by reference to credit ratirg
agencies.

At 31 December 2017, nvestments amounted to £500.¢ million (2016 £612.3 milier! The credit
ratirgs or debt securities are basea on Standard & Poor's, Moody's and Fitch.
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2(c)

Financial risk management (continuad)

2017

Overdue but not ‘mpaired financial assets:
Overdue by:
C to 3 months
3 to 6 months
6 to 12 months
12 to 18 months
Overdue but not impaired financial assets
Impaired financial assets
Gross value of overdue and impaired financial assets
Less ind.vdually assessea impairrent allowances
Net carrying value of past due and impaired financial
assets
Neitter overdue nor impaired financial assets
Net carrying value

2016

Overdue but not imparred financ’al assets:
Overdue by:
0to 3 montts
3 to 6 months
& to 12 months
12 to 18 months
Overdue but not impaired financial assets
impaired financial assets
Gross value of overdue and impaired financial assets
Less individually assessed impairment al'owances
Net carrying value of past due and impaired financial
assets
Neither overdue r;or impaired financia: assets
Net carrying value

Impaired assets are carned at nil value,

All other tinancial assets are nerther overdue nor impaired

Debtors arising

Debtors arising

out of direct out of
insurance reinsurance
operations operations
£'000 £'000
351 9,925
689
3.688 233
5,363 56
9,392 10,903
5838 L
15,230 10,903
(5.838) )
9,392 10,903
1.037_
9,392 11,940

Debtors arising
out of direct
insurance
operations
£'000

12.949
4514
2,446

2230

22,139

22139

T 22,139

97 621
119,760

Debtors arising
out of
reinsurance
operations
£'000

49
21

70
78
78

42 345
42,423
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2(c)

Financial risk (continued)

Liquidity risk

It s important lo ensu-e that claims are paid as they fali due Leve s of cash are therefore managed on
a daily basis and buffers of iquid assets are also heid in excess of the immediate requirerents. This 1s
to reduce the risk of being forced sellers of any of the Syndicate’s assets, whict may result in realising
prices below fair value. especially \n penods of below normal investment ma-ket activity. The policy of
lmitirg the extent of duration divergence between the policyholders’ assets and the liabiities helps to

reduce the nsk of a cash flow mismatch.

The foliowing table :ndicates the cortractual fiming of cash flows ar s’ng from assets and liabilities for
management of insurarce contracts at 31 December 2017:

2017

Assets
Other financial
irvestmerts
Holdirgs in collective
‘nvestmenrt schemes
Participation in
‘nvestment poois
Regulatory deposits
Insurarce and reinsurance
receivables
Cash at bank ard i hanrd
Re:nsurance Recoveries

Liabifities

Technical provisions
Insurance anc reinsurance
creditors

Undiscounted net cash fiows

Carrying Total Upto1 1-3 35 Over 5
amount cash flows year* years years years
£'000 £'000 £000 £'000 £'000 £000
376,768 376,768 376,768
71,157 71,157 71,157
52,193 52,193 52193
21,332 21,332 21,332
6,442 6,442 6442
118,747 118,747 37516 59,067 11.151 11,013
646,639 646,639 513215 69,067 11,151 63,208
624,515 624,515 197,306 310,645 58,644 57,920
20,706 20,706 20,706
645,221 645,221 218,012 310,645 58,644 57,920

* Includes financ'a’ assets with nc stated matunity, such as holdings in coliective investment schemes and
participation 1n investiment pools

xXi
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2(¢) Financial risk (continued)

Liquidity risk (continued)

2016 Undiscounted net cash flows
Carrying Total Upto1 1-3 3-5 Over5
amount cash flows year years years years
£000 £000 £'000 £000 £000 £000
Assets
Other financial
investments
Debt securities ang 50,266 60,929 1,655 28.827 21,948 8.499
other fixed income
Hedge funds 4718 4,718 4748
Holdings in collective 495,768 495,768 495768
nvestment schemes
Participatior. in 49,490 52,710 752 41,183 8.858 1017
.nvestment pools
Regulatory deposits 4,788 4,788 4788
Deposits with credit 7,036 7,036 7.036
institut'ons
Der.vatives 225 225 225
Irsurance and reinsurance 162,183 162,183 16*,939 244
receivables
Cash at bank and ir hand 5,573 5,573 5,573
Technica’ provisions 127,141 127,141 55994 35627 19329 16,191
907,188 921,071 733,660 105.881 50.135 31.395
Liabilities
Technical provis.ons 665,759 665,759 266,187 215,956 98,379 84,237
Insurance and reinsurarce 33,1478 33178 33178
creditors N B .
698,937 698,937 299,365 215,956 99,379 84,237
Market risk

Market r's< concerns the risks associated with valuation, interest rates, hquidty and counterparty creart.
Foreign exchange risk I1s described on page 22

Valuation risk

The Syrdicate’s earnings are directy affected by changes in the valuations of the investments reld in
the portfolios. These valuations vary according to the movements in the urderlying markets The
Syndicate’s assets are marked to market at pid price. Prices are suppled by the customans, whose
pricing processes are covered by their published annual audits. In accordance witr their pricing
policies, pnees a“e sourced from market recognised pric'ng vendaor sources. These pr.cirg sources use
closing trades, or where more appropt.ate in ikquid markets, pricing models.

The managing agent operates an establ'shed con‘ro! framework wth respect to fair value measurement
which ensures the valuation of financial assets and financia! hatlities meets the requirements of FRS
102, As part of this process, the managing agent reviews the va'liator: polic es of the Syndicate’s
custodians alorg with the evidence provided by the custodians ‘o support fair value meas.rement. The
prices are also reconciled to the furd managers’ records to check for reasonableness.

As an additioral leve’ of governanse over pricing, the managing agent validates the p-ices provided by
pricing vencor sources agamst .nformation obtained from Bloomberg wnere ava'lable. I utther details of
tne fair value measurement of “inanciat assets and financial iabiliies are included in note 8
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2(c)

Financial risk (continued}
Foreign exchange risk

The Syndicate's furctionai and presertation currency is Sterling. Tne Syndicate holgs asset ana liability
balances in major base currencies of Sterling, Euros, US dollars, Australian dollars ang Canadiar
doliars. which represent the majonity of the Syndicate’s liablities by currency

It is the Syndicate’s poicy to match assets and liabdities in the cur-encies it 1s exposec to on a menthly
basis in o"der to minimise foreign currency risk. The table below details the Syndicate’s assets and
liabilities, 1n converted Sterling, by currency at 31 December 2077,

2017 GBP EUR usDp CAD AUD Other Total
£000 £'000 £°000 £'000 £'000 £'000 £'000
Assets 233556 1°2.391 210980 492256  47.767 6623  660.542
Liabilities (271,024)  (88.207) (238463)  (34.587)  (57.436) 6 (689.711%)
Net assets (37,468) 24184  (27.483) 14,638 (9,669) 6,629  (29.169)
2016 GBP EUR usD CAD AUD Other Total
£:000 £000 £'000 £000 £'000 £C00 £000
Assets 367.894 114664 385180  39.892 61226 18868  98/,/24
Liabilites (333,531)  (127.627) (376,368)  (37.807)  (61.945)  (25545) (962.823)
Net assets 34363 (12.963) 8.812 2,085 (7%9)  (6677)  24,90*

The table below shows the impact o1 the Syndicate's net assets of a 5% appreciation or depreciation In
each currency relative to Sterling, as at 31 December 2017.

2017 GBP EUR uso CAD AUD Other Total
£'000 £'000 £'000 £'000 £'000 £000 £'000
5% appreciation 1209 {1.374) 732 (483) an 415
5% depreciatior (1,209) 1,374 (732) 483 (331) {415)
2016 GBP UR uso CAD AUD Other Total
£'000 £000 £'000 £'000 £'000 £'000 £'000
5% appreciation (648) 441 104 (36) 1334) (A73)
5% depreciation 648 {441) (1C4) 36 334 473

Interest rate market risk

The Syndicale holds investments in its ba'ance sheet that are sensitive to movements in interest rates.
The sersitivity of the Syndicate's investment porifolio to movements in interest rates 's monito'ed by
management.

The impact on the Syndicate as a result of a 50 basis point increase and decrease in interest rate 1s
£0.8m increase (2016: £1.2m decrease) and £0 9m decrease (2016: £1.6m increase) 1 invesirent
returns and net assets
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2(d)

2(e}

2(f)

2(g)

2(h)

Operational risk

Operational risk is the risk that failure of people, systems or processes leads to losses ‘0 the Synd cate.
These risks are managed trrough internal compliance monitoring and ‘he use of detailed procedure
manuals In addition, the MS Amlin Group has bath a Risk Management function ard an internal Audit
function which assist MS Amlin Underwriting Limited to meet the strategic and operational ohjectives for
the Syndicate through the provision of independent appraisal of the adequacy and effectveness of
imternal cortrols in operation and to provide reasonable assurarce as to the adeauacy of systems and
procevures to enable comp iance with all relevant regulatory and lega’ requirements.

Regulatory and compliance risk

Regu'atory nisk s the nsk that the Syndicate fails to meet the regulatory requirements of the F'nancial
Conduct Authonty, Prudential Reguiation Authority and Lloya's. Loyd's requircments include those
imposed on the Lloyd’s market by overseas regulators, particutariy in respect of US situs business. MS
Amlin Unagerwnting | imited, the managing agency. has a Comphance Officer who monitors regulatory
deveiopments and assesses the ipact on agency policy.

Reinsurance and other risk mitigation arrangements

The Syndicate purchases a number of excess of loss resurances to protect itself from severe
frequency or size of losses. The structure of the programme and type of protection bought will vary
from year to year depending on the availability and price of cover.

Realistic Disaster Scenario (RDS) analysis

Syndicate 3210 as part of its annual business plan sets maxima for each Lloyd's defined event. whick
determines the maximum Gross and Net loss that the Syndicate mtends to limit its exposure to, for
those catast-ophe event scenarios.

The nisk tolerance policy recognises that there may be circumstances 11 which the net event I'mit could
be exceeded. Such circumstances irciude changes in rates of exchange, non-renewal or deay in
renrewa’ of reinsurance protect'on, reinsurance security failure, or regulatory ana legal req.u rements

A detailed analysis ot catastrophe exposures is carried out every quarter and measured against the
event "isk tolerance The following assumptions and procedures are used ‘n the process:

» The data used reflects the informaton supplied to the Syndicate by msureas ard ceding
companes. This may prove to be mncomplete inaccurate or could develop cunng the policy
penod.

s [he exposures are modelled using a mixture of stochastic models and underwriter input to arrnve
ai damage factors — these factors are then applied 1o the assumed aggregale exposure to
produce gross loss estimates The damage factors may prove to be inadequate.

¢ The reinsurance programme as purchased is applied — a provisior for reinsurer counte-party
failure is analysed but may prove to be inadequate.

» Reirstatement premiums payable are included together with uplifis for any urncaptured or
unmodel ed exposure,

There is no guarantee that the assumptions and techriques deployed in caculating ‘tese even: loss
estimate figures are accurate. Furthermore there could also be a loss which exceeds ‘hese figures.
Tne likelhood of such a catasirophe is considered to be remote but tne most severe scenarios
modelled are simulated events and these simuiations could prove to be unreiiable

Capital management

Capital framework at Lloyd's

The Soc’ety of Lloyd's (Lloyd's} s a regulated urdertak'ng ard subject o ‘he supervisior of the
Prudertia Regulatory Autfonty (PRA) under the Firarcial Services and Markets Act 2C00.
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Capiltal framework at Lioyd’s (continued)

Within this supervisory framework, Lioyd's applies capital requirements at member level and centrally to
ensure that Lioyd's complies with Solvency i, and beyond that to meet its own financial strength,
‘cence and ratings obiectives.

Although, as described below, Loyd's capital setling processes Jse a capital requirement set at
syndicate level as a starting point, *he requirement to meet Solvency il and Lioyd's capta requirements
apply at overall and member ‘evel only respectively, not at syndicate level Accordingy the capital
requirement in respect of Syndicate 3210 is not disclosed in these firarcial statements.

Lloyd’s capital setting process

In order to meet Lloyd's requirements. each syndicate is required to calculate its Solvency Capital
Regurrement (SCR) for the prospoctive underwriting year This amount must be sufficient to cover a 1
m 200 year loss, reflecing uncertainty in the ultimate run-off of underwriting l'abiities (SCR ‘to
ulimate’). The syndicate must also caiculate ts SCR at the same confidence levei but reflecting
uncertainty over a one year tme horizon (one year SCR) for Lloyd's to use in meeting Sclvency |l
requirements. The SCRs of each syndicate are subject to review by Lioyd’'s and approva! by the Lioyd's
Capital and Planning Group. A syndicate may be comprised of one or mo-e unde~writing members of
Lioyd's. Each member is liable for its own share of underwniting habitities cn the syndicate(s) on which it
participates out not other members’ shares. Accordingly. the capital requirement that Loyd's set for
each member operates or a similar basis Each member's SCR shall thus be determined sy the sum of
the member s share of the syndicate SCR 'to ultimate’ Where a member participates on rore than cne
syndicate, a credit for diversification is provided to reflect the spread of nsk, but consistent with
determining a SCR which reflects the capital requirement to cover a 1 in 20C year loss o ulf mate’ for
that member. Over and above this, [ loyd’'s applies a capital uplift to the member's capital requirement,
known as the Economic Capital Assessment (ECA). The purpose of th's upift, which is a Lloyd's not a
Solvency It requirement, is to meet | loyd’s financia! strength, licence and ratings objectives. The capital
uplift appiied for 2016 was 35% of the member's SCR *o ulumate. As the Syndicate entered run-off on
* January 2017, there was no requirement to set an SGR for 201/, or apply tho uphft.

Provision of capital by the member

Each member may provide capital 1o meet its ECA either by assets held in trust by | loyd's specifically
for that member (Funds at Lloyd's}, held within ard managed within a syrdicate (Funds in Syndicate
(FI1S)) or as the member's share of the members’ balances on each syndicate an wh'ch it participates

The Furds at Lloyds {FAL) provided by MSI Corporate Capital limited a¢ 31 December 2017
consst of iefters of credit guaranteed by Milsu: Surmitomo Insurance Company, Lid of £165 000k
(2016 £765,000k) and Japanese bonds provided by Mitsui Sumitomo Insurance Company, |id with a
markel value of ¥23.7 bilion {2016 ¥24.2 billion). Smce FAL 15 not under the maragement of the
Managing Agent, no amount has been shown in these finarcial statements by way of such capita!
resources. However. the Managing Agent is able to make a cali on the Members’” FAL {0 mee: liquidity
requirements or to settle losses.

All of the assets less habilities of the Synaicate, as represented in the member's balances reported on
‘he ba ance sheet on page “1. represen resources avarabdle to meet MS| Corporate Captal Limited's
ard Lloyd’s capital requirements,

From 1 January 2017, Syndicate 3210's business was renewed into Syndicate 2001 and Syndicate
3210's 2616 and prior years of acccunt are in run-off As a result of this. on-going unce-writing was
consoldated nto one member. MS ACM (the continuirg merrber). from 1 January 201/, Therefore, in
Decembpe- 206, the Funds at | 'oyd's (FAI ) were made inter-available between MSICC and MS ACM
in arder to allow the existing capita ar-angements to centnue supporting the open years of account for
83270 in run-off and the 201/ year of account onwards for S2001. This 1s because renewals for $3210
are urde-written by S200% ana therefore typ.cally i would be expected that S20C1 weuld told more
capta going forward.
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3.  Analysis of underwriting result

An analysis of the unde writing result before investment returr is set oLt below.

Fire and Third Motor - Marine Re- Total
other party other aviation insurance
damage to liability & accepted
property transport
£000 £'000 £'000 £'000 £000 £000
2017
10SS premiuTs written 2,834 4,760 541 865 10,004
Gross premiums earned 45,347 78,384 - 62.267 42,1C0 228,098
Gross ¢laims incurred (13.018)  (30%.,850) (279) (566.333) (50,5861 (221,8866)
Gross operating expenses (13.304) (41,963) (35) (6Ob5) (6,565  (68,822)
Gross technical result 19,025 {65,229} (314) (1,027) (15051}  (62,590)
Re-insurance balance (19.820) 12678 37 (689) 16.776 8,982
Underwriting resuit (795) (52,551) 277) (1,710 1,726  (53,608)
Net techrical provisions 92.979 18,788 - 144785 103,77° 523,323
2016
Gross premiums written 78,491 *20,439 93,043 86.262 378,235
Gross premiums earned 83,351 107.333 106,337 99,414 396,435
Gross claims incurred (58,785) (88,992) 1,372 {68,522) (87,545} (302,476)
Gross operating expenses (31,724) (41,260) {35,827) (35,364) (144,205)
Gross technical result {7,158) (22,949) 1,372 1.988 (23.499)  (50,246)
Re-insurance balance (3.084) 3828 (550) 2.202 9.752 12,148
Underwriting result . __{10,242) (19,121 822 4,190 (13,747)  (38,098)
Net technical provisiors 97,967 271,519 2810 158,299 1/8666 708,261

Al premiums are wntter in the UK.
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4. Net operating expenses

2017 2016

£'000 £000

Acquisition costs. 499 106,260
Reinsurance commission {64) {77)
Change in deferred costs 5,674 (1.271)
Administrative expenses 17,743 35,331
Member’s standard personal expenses - 2,962
68,822 144,205

Total written commissions for direct insurance business for the year amounted to £800k (2016:
£68,741k).

Net operating expenses include:

Auditor's remuneration exciuding VAT.

2017 2016

£000 £'000
Audit of financial statemenis 208
All other services 125
333

5. Staff numbers and costs

All staff are employed by MS Amlin Corporate Services Limited. (2016: Ali staff were empioyed by Mitsui
Sumitomo Insurance (London Management) Limited (the immediate parent company of Mitsui Sumitomo
insurance Underwriting at Lloyd's Limited and MSI Corporate Capital Limited) until novation on 3 May
2016 and MS Amiin Corporate Services Limited post novation). The follewing amounts were recharged to
the Syndicate in respect of salary costs:

2017 2016
£000 £'000
Wages and salaries 2.576 26,287
Social security costs 348 3,164
Pension costs 348 2,396
Other - 1,352
3272 33199

All relevant staff are members of a defined contribution pension scheme operated by MS Amiin
Corporate Services Limited (2016. Prior to 3 May 2016 a number of members of staff whose costs were
recharged to the Syndicate were members of Mitsui Sumitomo Insurance (L.ondon) Management Limited
deficed confribution pension scheme. On 3 May 2016 all relevant staff were novated to become
members of a defined contribution persion scheme operated by MS Amlin Corporate Services Limited).
The assets of the schemes operated by both Mitsui Sumitomo Insurance (London) Management Limited
and MS Amlin Corporate Services iimited are held separately from those of the Syndicate in
independently administered funds.
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5. Staft numbers and costs (continued)

The average number of employees empiloyed by MS Amlin Corporate Services Limited {20°6: Mitsui
Sumitomo Insurance (London Maragement) L'mited until novation on 3 May 2016 and MS Amilin
Corporate Services Limited post novation) sut rechargeo to tne Syndicate during the year was as

follows:
2017 2016
no, no.
Finance 3 23
Admn'straticn 7 62
Caims 18 23
Underwriting 18 121
46 229

6. Directors Emoluments

Drrectors are also directors or employees of other companies within the MS Amlin Greup [t is not
practicab e tc allocate total emo.umerts petweer services as directers or employees of individual MS
Amiin Group companies. The Drectors received the following totai emoluments durirg the year:

2017 2016

£000 £'000

Directors emoluments 5,868 3,378
Compersation for loss of office - 1,045
Contributions to money purchase pension schemes . 295 N 53
___ 8263 4476

The aggregated emowments of the highest paid Director were £1.649k (2016 £1.654k). including
penswon cortriputions of £52k (2076: £6.7k). The contrbutiors to the money purchase pension schemes
above accrued to five Directors (2016 6).

There were no active underwnters of the Syndicate in 2017, (the active underwniters whe served curing
2016 received £2855,814 i remuneration).

No advances or credits granted by the Managing Agent to any of i‘s Direclors existed during the year
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7. Investment return

2017 2016
£1000 £'000
Investment income:

income from investments 2613 9,179

Gains on the realisation of investments 6,240 7.747

Losses on the realisation of investments (2.074) (10.788)

6,779 6,138
Unrealised gains/{losses) on investments:
Unrealised gains on investments 2,796 11,319
Unrealised losses on investments {2862y = (B624)
234 2,695
Investment expenses and charges:

Investment management expenses, including interest {167} (1,007}
Allocated investment return transferred to general business technical 6,846 7,826
account
Investment returns on Funds in Syndicate 1493 1538
Total Investment Return 8,339 9,364

The average amount of Syndicate funds available for investment and the investrent return and yield for
the calendar year were as follows:

2017 2016
£'000 £'000
Average funds 535,565 696,228
Investment return, including unrealised gans 8,339 9,364
Calendar year investment yield 1 56% 1.57%
Average funds available for investment by currency
Sterling 192,767 240,455
United States Dollars 180,006 197,937
Euros 72,628 78,257
Canadian Dollars 42,408 20,057
Australian Dollars 40,653 43,764
Ofher 7,103 17,758
Analysis of calendar year investment yield by currency
Sterling 075% 1.19%
United States Dollars 2.15% 1.35%
Euros 062% 1.40%
Canadian Dollars 0 59% 1.16%
Australian Dollars 1.73% 2.59%
Cther 301% 1.99%

Average funds means the average of bank balances and investments held at the end of each menth
during the calendar year. For this purpose. investments are revaiued at month end market prices, which
include accrued income where appropriate.
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8.

Other financial investments

Market Cost Market Cost
Value Value
2017 2017 2016 2016
£'000 £'000 £'000 £000
Debt securities and other fixed inccme
Goverrment and supranational secunties 27,989 27,989
Government agency anc regional 7.1C8 7,108
government
Mortgage backed instruments 777 177
Corporate bonds 14.392 ‘4,392
Hedge funds 478 4,236
Holdings in collechve investment schemes 376,768 375202 495 768 495,768
Participation in investment pools 71,157 71.157 49,490 49,490
Regulatory deposits 52,193 52.193 4,788 4788
Deposits with creant institut'ors 7,036 7036
Derwvatives 225
500,118 498,552 612,291 611,584

Debt securities and other fixed iIncome consist of listed investments,

Fair value estimation

For financial instruments carned at fair value tne Syndicate has catego’ised the measurement basis into
a fair vatue hierarchy as follows:

Leve 1. The unadjusted quoted price in an active market for :dentical assets or abilities *hat the entity
can access at the measurement date

Level 2: Inputs other than quoted prices included within Level 1 that are onservable (ie developed using
market data) for the asset or liapility, either girect.y or ingirectly.

Level 3: Inplits are unobservable (i.e for which market data 1s unavailable) for the asset or liabinty.
There were no charges to the valuation techniques durirg the year,

Debt and otner fixed income securities

The fair value is based upon quotes from pricing services where available. These pricing se-vices derive
prices based on an average of quotes prov.ded by brokers. Where multipie quotes are ncl avaiable, the
fair value is based upon evaluated pricing services, which typically use proprietary cash flow models ard
incorporate observable market inputs, such as credit spreads. benchmark quotes and other trade data. If
such services do not provide coverage of the asset, then fair value 1s determined manually using
ind'cative broker quotes, wnich are corroborated by recent market transactions in similar or identical

assets.

Where there is an active market for thesc assets ard therr “air valde is the unadjusted quoted market
pnce, these are classifed as Level 1This 1s typically the case for government ana supranational
securities. Wrere market is inactive or the price s adjusted, but significant market observab.e 1nputs
having been used by the prnicing sources, then these are considered to be Level 2 This 's typ'caly the
case for governmenrt agency and regoral government, mertgage and asset-backed instuments and
corporate bonas. Certain assets, for whick prices or other market .nputs are unobservabie. are classified

as Level 3.



Syndicate 3210 - 2017 Annual report

Notes to the Financial Statements (continued)

8.

Other financial investments (continued)

Holdings in collective investment schemes

These represent investments in open-ended investment unit trusts The fair value of the mvestment in
unhsted open-ended investments Is determined using an unadjusted net asset value, which results in a
Level 2 valuation. The unadjusted net asset value is used as the units are redeemable at the reportable
net asset value at the measurement date

Participation in investment pools

These represent money market funds classified as level 1, and blended investment funds classified as
level 2. The blended investment funds are not in an active market, but are valued using unadjusted and
executable prices provided by Lloyd’s.

Reguiatory deposits

These represent overseas deposits invested with Lloyd's Cash funds are included in Level 1 whilst
those funds with underlying bonds are classified in Levei 2.

2017
Investments Leveld Level2 Levell Total
£'000 £000 £000 £'000
Holdings in coilective investment schemes - 376,768 - 376,768
Participation in investment pools 17.403 53,584 170 71157
Regulatory deposits 3283 48810 52,193
20,686 479,262 170 500,118
There are no other financial investments.
2016
investments Level1 lLevel2 Level3l Total

£000 £:000 £000 £000
Debt securities and other fixed ncome

Governmeni and supranational securities 22,942 5047 - 27,988
Government agency and regional government - 7.108 - 7,208
Mortgage and asset backed instruments - 177 - 777
Corporate bonds - 14392 - 14,392
Hedge funds - - 4,718 4718
Holdings in collective investment schemes 268,966 226,802 ~ 495768
Participation in investment pools 20,083 29,407 -~ 49480
Regulatory deposits - 4,788 - 4788
Deposits with credit institutions 7,036 - - 7,036
Denvatives - 225 225

319,027 288,546 4,718 612,291

Debtors and creditors arising out of direct insurance and reinsurance operations

All amounts due to or receivable from the Syndicale in respect of direct insurance and reinsurance
operations are in relation to intermediaries

Of the debtors ansing out of direct insurance and reinsurance operations, £Nii {(2016: £0.2 mihon) are
due after more than one year.
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10. Other debtors

Claims funds
Otber debtors
Salvage anda subrogation

All balarces are due within one year

11. Other creditors including taxation and social security

Other creditors
Tax creditors

All balances are due wih.n one year.
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2017 2016
£'000 £°000
5,869 4,791
31 5
752 357
6,652 _ 5,153
2017 2016
£'000 £'000
19.809 17 313
212 486
20,021 17,799
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Notes to the Financial Statements (continued)

12.

Technical Provisions

The fable below shows a reconciliation of changes in insurance liabilities, reinsurance assels and related
deferred acquisition costs for the year ended 31 December 2017

Technical provisions
Provision for unearned
premium

Claims outstanding

Reinsurer’s share of

technical provisions

Provision for unearned
premium

Claims outstanding

Deferred acquisition costs

Net technical provisions

Technical provisions
Provision for unearned
premium

Claims outstanding

Reinsurer's share of
technical provisions
Provision for unearned
premium

Claims outstanding

Deferred acquisition costs

Net technical provisions

As at31  Movementin Foreign As at 31
December 2016 provision exchange December 2017
£'000 £000 £'000 £'000
246,000 (218,094) (3,437) 24,469
665,759 (20.789) _(20.45%) 624515
911,759 {238,883) __(23.892) __ 648,984
16,207 (15,828) (350) 29
127,141  {834) {7,560) 118,747
143,348 (16,662) (7,910) 118,776 _
59,150 (50,674) (1,591) 6,885
709,261 (171.547) 7 {14,391) 523,323
As at 3t Movement in Foreign As at 31
December 2015 provision exchange December 2016
£000 £000 £000 £000
231,733 {18,200) 32 467 245,000
524 170 73.481 68,108 665,759
755.903 56281 100,575 911,759
13,147 1,362 1,698 16,207
63,854 53,822 _ 9455 127,144
77,011 ____b5184 11,153 143,348
49120 1,885 8.145 59,150
629,772 (1,788) 81277 709.261

The table above includes strengthening of net claim reserves for prior years of £48.5 million (2016 £32

million).

Foreign exchange shows the efect of the movement in exchange rates during the year.
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Notes to the Financial Statements (continued)

13.

Claims development

Claims develooment is showr in the tables below, both gross ard net of remsurance ceded, on an
underwriting year basis Balarces have been transiated at exchange rates prevailing at 31 December 2017.

2017
Pure underwriting year

Estimate of cumulative
gross claims

at end of underwniting year
cne year later

two years later

three years later

four years late*

five years ‘ater

six years later

Less gross claims pad
Gross claims reserve

Gross ¢ aims reserve for
2010 and pror years
Gross c.aims reseves

Pure underwriting year

Estimate of cumulative net
clams

at ena of urderwriting year
one year later

two years later

three years later

four years later

five years later

six years later

Less net clams pad

Net ulbmate claims reserve

Net claims reserve for
2010 and prior years
Net c’aims reserves

2011 2012 2013 2014 2015 2016 Total

£'000 £000  £000  £000  £000  £000  £000

72460 83315 121,889 113191 ‘18743 22,922

166,203  179.502 238,461 2322°3 312,682 278,650

144667 165816 217,926 248236 338,438

143240 155509 208,185 262,114

136,825 150,865 210.434

135332 157,914

138,048 N

125699 130,916 152337 166737 174144 79337

12349 26998 58097 96377 164294 199,313 557,428
67,087
624,515

2011 2012 2013 2014 2015 2016  Total

£000  £000 £'000  £000  £000  £000  £000

65990 77.305 09119 106,321 112118 111,259

15,772 164048 201443 218249 254461 256,214

138,849 156076  194,31* 234702 265663

137,725 146378  187.494 244732

129,382 139,786 190762

128,072 145,694

130,092 ~

18223 122117 148197 156249 148377 /8,179

‘1869 23577 42565 88483 117,286 +78.035 461,815
43,953
505,768
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14.

Cash and cash equivalents

2017 2016

£000 £'000

Cash at bank and in band 6,442 5573
Deposits with credit institutions 3.878
6442 9,451

Deposits with cred't institutions are included within Other financial investments ir: the balance sheet

15,

Related parties

Tre smaliest group of undertakings of which the Managing Agent is a member, and for whica group
financial statements are prepared have to date been that of MS Amin pic, a company incorsorateo In
Great Britain and registered in England and Wales. If, as anticipated. MS Amiin pic no longer produces
consolidated financ al statements, then the smallest group in wh'ch the resulils of the Company are
included will be Mitsui Sumitomo Insurance Company, Limited a company ircorporated ‘n Japan, The
ultimate parent company and controlling party 15 MS & AD Insurance Group Holdings Inc, a corpany
incorporated in Japar and is the largest group of undertaxings in which the Managing Agentis a member
and for which group financial statements are prepared. Consolidated financial statemerts for the
sma’lest and largest group undertakings are available from the Registered Office of tre Managing
Agent's immediate parent company, MS Amiin Corporate Services Limied at The Leadertal Buillding,
*22 L eadenhall Street, London, EC3V 4AG.

MSi Corporate Capital Limited

MSI Corporate Capitat Limited (MSICC) satisfies Lloyd's capital requirements with asse's held in trust
{Funds at Lloyd's} and assets he:d and managed within the Syndicate (Funds in Synaicate} Furds in
Syndicate at 31 December 201/ were £11.1 million (2016 £127 .6 millior). The provision of capital and
Funds at Lloyd's 1s addressed in note 2h.

Distributions of profit to MSICC of £8.7 million {2016° £2C 0 milion) were made durirg the year.
Members personal expenses of £Nil (2076: £3 0 miliion) were incurred by the Synd'cate or behalf of
MSICC.

MS! Underveriting Limited
Marag:ng agent's fees of £Nit (2046 £0.2 miliion to the date of novation) were paid by the Syncicate

MS Amlin Underwriting Limuted
No managing agent's fees were paid by the Syndicate in 2017 (2046: £6 5 million from he date of
novation).

There have been no transactions enterea into o carried ou: during the year by either MSI Underwriting
Limited or MS Amlin Underwriting Limited on behalf of the Syndicate 'r wnich it or any of its executives
had airectly or ndirectly a material interast.

Mitsui Sumitomo Insurance {l.ondon Management} Limited

From the date of novation the managing agency was t:ans‘er-ed fror Mitsui Sumitomo Ins.rance
(Londor Management) Limited (MSILM} to MS Amim Underwntirg | imited ard conseguently ‘here are ne
re'ated party transactions with MSILM. {2016 £56 million and ‘or expenses incurred directly and
indirecily on behalf of the Syndicate)

Amilin UK Limited {AUK)

On 31 March 20%7. AUK purchased the goodwill, intelectual praperty rights, renewal rights and a « other
such interests associated with MS! Insurance Manageent {Ireland) Limitea. AUK will provide
underwriting services under a coverhoiaer ag-eement witn Syndicate 3270 fFrom 1 April 20°7 gross
written oremium written on behalf of Syndicate 321C was £0.1 million.
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All transactions between AUK and the Syndcate are conducted on an arm s length basis.

Notes to the Financial Statements (continued)
15. Related parties {continued)

MS! Insurance Management Ireland

As described above the busiress of MSI Insurance Management (ireland) Lim'ted (MSIIMI} was acquired by
AUK limited on 31 March 2017. For the perod to 31 Marck 2017 gross written premiums of £0.2 m-liion (year
ended 31 December 2016:£17 2 millior) were wrften by MSUM! on behall of the Syndicate urder a
coverholder agreement with the company.

All transacticns between MSHMI and the Syndicate are conducted on ar arm’s lerngth basis.

MSIG Insurance Europe AG

One reinsurance contract is placed w'th the Syndicate for insurance written by MSIG Insurance  Furope AG
(MSIGAG). The gross premium written in relation to MSIGAG during 2017 was £Nil {2016. £06.2 million), of
which, €Nil (2016; £0.1 million) was outstanding at 31 December 2017 Tne outstanding claims reserves at
31 December were £0.2 milon {2316. £0.1 million)

Syndicate 2001

Syndicate 2001 provides reinsurance to Syndicate 3210.The reinsurance writen premiums n relation to
Syndicate 2001 were £0.2 milion (2016 £0.9 million). and £09 milion reinsurance recoverable on pad
claims (2016 £0.4 million} was outstanding at 31 December 2017 The outstanding claims reserves at 31
December were £1 0 milion (2016. £0.3 million)

Amlin Bermuda

Amlin Bermuda provides reinsurance ‘o Syndicate 3210. During 2C17 the reinsurance written premiums in
relation to Amlin Bermuda were £ril {2016.£C.3 million) and reinsurance recoverables of £0.2 million were
outstanding at 31 December 2017 {2016, £0.2 million). The outstanding claims reserves at 31 December
2017 were £0.3 million (2016: £nil).

Toro Prism Trust

During the year. the Syndicate invested in the Toro Prism Trust which is ar open-ended investrrent unit trust
authorised by the Central Bank of Irelard as a UCITS (Undertakings for Collective Investrment in Transferable
Securities) regulated by the European Urion. The trust is controlled by MS Amlin group The market value of
the investments ir Toro Prsm Trust at December 2017 is £376 8 miillior. andg accrued distribution from the
Trust amounts to £0.3m.

16. Funds at Lloyd’s {FAL)

Funds at Lloyd's {FAL) are providea by MSI Corporate Camital Limited consisting of leters of credit
guaranteed by Mitsui Sumitomo Insurance Compary Lid Since FAL is notl under the management of the
Managing Agent, ro amourt has been shown in these tinancial statements by way of such cavital -esources.
However the Managing Agent 1s able to make a call on the Members’' FAL to meet liquidity req.irements or to
settle losses. Further details are prov.ded in ncte 2h.
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Advisors

independent syndicate auditor
KPMG LLP

15 Canada Square

L.ondon

E14 5GL

Corporate solicitors
Linklaters LLLP

1 Silk Street

London EC2Y BHQ

Investment managers

Sub funds under management

Bluebay Asset Management LLP

Goldman Sachs Asset Management International
Insight Investment Management (Global) Ltd
PIMCO Global Advisers (lreland) Ltd

Wellington Management International Ltd

H20 Asset Management LLP

Nomura Asset Management U.K. Limited

Umbrella structure
Toro Prism Trust

Bankers

Cihibank

Lioyds TSB Bank pic
Royal Bank of Canada
BNP Paribas

U.S. Bank
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