Important information about Syndicate Reports and Accounts
Access to this document is restricted to persons who have given the certification set forth
below. If this document has been forwarded to you and you have not been asked to give the
certification, please be aware that you are only permitted to access it if you are able to give the
certification.
The syndicate reports and accounts set forth in this section of the Lloyd’s website, which have
been filed with Lloyd’s in accordance with the Syndicate Accounting Byelaw (No. 8 of 2005), are
being provided for informational purposes only. The syndicate reports and accounts have not
been prepared by Lloyd’s, and Lloyd’s has no responsibility for their accuracy or content.
Access to the syndicate reports and accounts is not being provided for the purposes of soliciting
membership in Lloyd’s or membership on any syndicate of Lloyd’s, and no offer to join Lloyd’s
or any syndicate is being made hereby. Members of Lloyd’s are reminded that past performance
of a syndicate in any syndicate year is not predictive of the related syndicate’s performance in
any subsequent syndicate year.
You acknowledge and agree to the foregoing as a condition of your accessing the syndicate
reports and accounts. You also agree that you will not provide any person with a copy of any
syndicate report and accounts without also providing them with a copy of this acknowledgment
and agreement, by which they will also be bound.
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SYNDICATE 3622
31 DECEMBER 2015
STRATEGIC REPORT OF THE MANAGING AGENT
Overview
Syndicate 3622 underwrites life insurance and reinsurance at Lloyd’s.
The capacities of the managed syndicates are as follows:
Syndicate Number

Capacity 2015

Capacity 2014

2623
623

£1,019.5m
£230.3m

£1,093.9m
£242.8m

3623

£150.0m

£140.0m

6107

£28.6m

£21.0m

3622

£17.0m

£16.0m

6050

£12.0m

n/a

The result for syndicate 3622 for the year ended 31 December 2015 is a profit of £415.9k (2014: loss of
£1,599.4k).
Year of account results
The 2013 year of account declares a loss on capacity of 5.9%. The 2014 year of account currently
forecasts closing at a break even position.
Rating environment
Overall rates on renewal business were flat in 2015 (2014: decrease of 2%).
Combined ratio
The combined ratio of an insurance entity is a common measure of its operating performance and
represents the ratio of its total costs (excluding foreign exchange movements) to total premium income.
The syndicate’s combined ratio for 2015 was 96% (2014: 114%).
Claims
The claims ratio has improved to 57% (2014: 71%).
Net operating expenses
Net operating expenses, including business acquisition costs and administrative expenses were £5,138.5k
(2014: £5,204.9k). The expense ratio for 2015 is 39% (2014: 43%). The breakdown of these costs is
shown below:

Brokerage costs
Other acquisition costs
Total acquisition costs
Administrative and other expenses
Net operating expenses*

2015
£’000
2,621.6
795.8
3,417.4
1,721.1
5,138.5

2014
£’000
2,391.3
942.6
3,333.9
1,871.0
5,204.9

* A further breakdown of net operating expenses can be found in note 4.

Brokerage costs as a percentage of net earned premiums, are approximately 20% (2014: 20%).
Brokerage costs are deferred and expensed over the life of the associated premiums in accordance with
accounting guidelines. Other acquisition costs compromise costs that have been identified as being directly
related to underwriting activity (e.g. underwriters salaries and Lloyd’s box rental). These costs are also
deferred in line with premium earning patterns. Administrative expenses comprise primarily IT costs,
facilities costs, Lloyd’s central costs and other support costs.
Reinsurance
In 2015, the amount spent on reinsurance was £688.9k (2014: £859.7k). Reinsurance is purchased for a
number of reasons, including:

to enable the syndicate to put down large, lead lines on risks we underwrite; and

to manage capital levels.
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SYNDICATE 3622
31 DECEMBER 2015
STRATEGIC REPORT OF THE MANAGING AGENT (CONTINUED)
Individual capital assessment
The syndicate is required to produce an individual capital assessment (ICA) which sets out the amount of
capital that is required to reflect the risks contained within the business. Lloyd’s reviews this assessment
to ensure that ICAs are consistent across the market.
The current capital assessment has been established using our Solvency II internal model which has been
run within the ICA regime as prescribed by Lloyd’s. In order to determine the capital assessment, we have
made significant investment in both models and process:

we use sophisticated mathematical models that reflect the key risks in the business allowing for
probability of occurrence, impact if they do occur, and interaction between risk types. A key focus
of these models is to understand the risk posed to individual teams, and to the business as a
whole, of a possible deterioration in the underwriting cycle; and

the internal model process is embedded so that teams can see the direct and objective link
between underwriting decisions and the capital allocated to that team. This gives a consistent and
comprehensive picture of the risk reward profile of the business and allows teams to focus on
strategies that improve return on capital.
Solvency II
Solvency II went live on 1 January 2016. In December 2015, we were delighted to receive confirmation
that our Solvency II internal model application was approved by the Central Bank of Ireland. This model is
used to calculate the Solvency Capital Requirement on an ultimate basis, as required for Lloyd’s capital
setting.
Beazley’s programme to prepare for Solvency II began in 2008 and is now substantially complete. Our
project to prepare for the pillar 3 reporting requirements is ongoing and will continue until the annual
reporting for 31 December 2016 is complete. We believe we are strongly positioned to meet all the
reporting requirements.
Outlook
Driven by higher than anticipated claims notifications, the 2013 year of account declares a loss on capacity
of 5.9%. The 2014 year of account currently forecasts closing at a break even position.

…………………………
N P Maidment
Active underwriter
10 March 2016
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SYNDICATE 3622
31 DECEMBER 2015
MANAGING AGENT’S REPORT
The managing agent presents its report for the year ended 31 December 2015.
These syndicate annual accounts have been prepared using the annual basis of accounting as required by
Statutory Instrument No 1950 of 2008, the Insurance Accounts Directive (Lloyd’s Syndicate and Aggregate
Accounts) Regulations 2008.
Principal activities
The principal activity of syndicate 3622 is the transaction of group life business at Lloyd’s.
Business review
A review of the syndicate’s activities is included in the strategic report.
Risk management philosophy
Beazley’s risk management philosophy is to balance the risks the business takes on with the associated cost
of controlling these risks, whilst also operating within the risk appetite agreed by the board. In addition, our
risk management processes are designed to periodically monitor our risk profile against risk appetite and to
exploit opportunities as they arise.
Risk governance and reporting
Beazley Furlonge Limited’s board of directors has the responsibility for defining and monitoring the risk
appetite within which Beazley Furlonge Limited and the syndicates operate, with key individuals and
committees accountable for day-to-day management of risks and controls. Regular reporting by the risk
management team in board meetings and senior management committees ensures that risks are monitored
and managed as they arise.
2015 in review
As at 31 December 2015, the syndicate is operating within risk appetite as set by the Beazley Furlonge
Limited board. There have been no new risk areas identified and no major shifts in existing risks. In
addition, the control environment has not identified any significant failings or weaknesses in key
processes.
Risk management has undertaken a review of the design and operation of the underwriting standards,
particularly in soft market conditions. Whilst the conclusion was that the underwriting standards remain
appropriately designed, we have increased the focus on oversight of policy wordings (which can become a
target in a soft market) and monitoring more closely the new underwriters who have joined Beazley in
2015.
Risk appetite sets the navigational parameters and so supports board discussion. For example, because
asset risk appetite is based on how much earnings volatility the board is prepared to tolerate, it is set with
consideration of the insurance conditions in mind rather than the asset environment alone. This tempers
the amount of asset risk taken in soft insurance market conditions when the initial reaction may be to take
on more asset risk to make up for an expectation of reduced insurance profits.
We have also complemented our quantitative risk appetite measures by developing qualitative statements
which guide on what type of activity would be outside risk appetite using relevant language for that part of
the business. This has helped to improve the understanding across the business of how the board expects
the company to operate.
In 2015, we reviewed the way we manage conduct risk. Conduct risk describes Beazley’s behaviour that
aims to provide appropriate products to the right group of consumers that achieve fair outcomes. Beazley’s
approach starts with culture. The Professional and Integrity elements of our PIED values and the
Honourable and Deliver elements of Being Beazley mean we consider and understand the needs of our
customers and form an important cultural base to getting this right. This is supported by product specific
activity dependent on the type of customer. From a risk management perspective, we facilitated the
development of the conduct objective, the conduct risk appetite and the standards required to remain
within this risk appetite.
We are able to extract conduct related controls from the risk register to provide the board with assurance
that the expected behaviours towards customers are being demonstrated.
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MANAGING AGENT’S REPORT (CONTINUED)
The quarterly Own Risk and Solvency Assessment (ORSA) report captures and explains the current and
prospective risks and associated capital requirements. Since 2010, the board has received 20 regular
quarterly ORSAs and three ad hoc transactional ORSAs and these reports have proved to be one of the key
benefits arising from the introduction of the Solvency II regime.
There is widespread belief that the approach to remuneration is a key determinant of a business’s success
or failure. As such, this is now the fifth year that the chief risk officer has provided a detailed report to the
remuneration committee to provide assurance that the design of the remuneration structure drives the
intended behaviours not only over the next year but also over the next three to five years. Members of the
risk management team have visited Beazley offices in the US, Europe, Asia and Australia to identify how
we can improve what we do and to observe how consistently the Beazley culture ensures our staff do the
right thing.
Turning to capital, we have continued to make minor changes to the internal model during 2015, the last
year before the Solvency II regime goes live. Some changes have been in response to regulatory review to
ensure that the internal model completely meets all the requirements. Other changes have been made to
ensure that the internal model remains aligned to Beazley’s risk profile. We have observed that there is
increasing interest across the market in utilising a ‘drivers of risk’ approach, which is used by Beazley to
describe how risks interact rather than using a statistical correlation matrices approach. Since we
implemented such an approach in 2004, we have found that a ‘drivers of risk’ approach leads to a more
informed discussion given the more intuitive approach to aggregating risk. Our focus in 2015 has been on
reviewing the universe of risk drivers to ensure that all appropriate drivers have been included in the
model and that the emergence of future drivers will be incorporated as necessary.
The board has received a detailed validation report to provide assurance that the model design and its
output are appropriate. This report, coupled with a programme of regular and tailored director briefings
called “KRAM”, ensure that the internal model is widely understood and actively used.
Beazley received approval for its Solvency II internal model from the Central Bank of Ireland in December
2015. This ensures that Beazley’s capital efficiency is maintained as the company will continue to use a
model that more accurately reflects its risk profile to set capital requirements, rather than having to use
the standard formula which typically generates higher capital requirements.
Preparing for the future
Beazley’s current risk management framework has been successfully operating over the last five years.
Although we have continued to enhance the framework during that period, we have undertaken a detailed
review in the second half of 2015 of the operation of the risk register and associated reporting. This review
has made use of our experiences of operating the framework during that period and has considered how
market best practice has developed. We will be implementing changes in the first half of 2016 with the aim
of ensuring that the next evolution of the risk management framework is up to the challenge of helping
Beazley navigate the next five years.
Risk management strategy
The Beazley Furlonge Limited board has delegated executive oversight of the risk management
department to the executive committee, which in turn has delegated immediate oversight to the risk and
regulatory committee. The Beazley Furlonge Limited board has also delegated oversight of the risk
management framework to the audit and risk committees.
Clear roles, responsibilities and accountabilities are in place for the management of risks and controls, and
all employees are aware of the role they play in all aspects of the risk management process, from
identifying sources of risk to their part in the control environment. The impact of each risk is recorded in
the risk register on a 1:10 likelihood of that risk manifesting in the next 12 months. A risk owner has been
assigned responsibility for each risk, and it is the responsibility of that individual to periodically assess the
impact of the risk and to ensure appropriate risk mitigation procedures are in place. External factors facing
the business and the internal controls in place are routinely reassessed and changes are made when
necessary. On an annual basis, the board agrees the risk appetite for each risk event and this is
documented in the risk framework document. The residual financial impact is managed in a number of
ways, including:
• mitigating the impact of the risk through the application of controls;
• transferring or sharing risk through outsourcing and purchasing insurance and reinsurance; and
• tolerating risk in line with the risk appetite.
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In addition, the following risk management principles have been adopted:
• risk management is a part of the wider governance environment;
• techniques employed are fit for purpose and proportionate to the business;
• it is a core capability for all employees;
• risk management is embedded in day-to-day activities;
• there is a culture of risk awareness, in which risks are identified, assessed and managed;
• risk management processes are robust and supported by verifiable management information; and
• risk management information and reporting is timely, clear, accurate and appropriately escalated.
Risk management framework
Beazley has adopted the ‘three lines of defence’ framework: namely business risk management, the risk
management function and the internal audit function. Within business risk management, there are two
defined risk and control roles: risk owner and control reporter. Each risk event is owned by the risk owner
who is a senior member of staff. Risk owners, supported by the risk management team, formally perform
a risk assessment twice a year, including an assessment of heightened and emerging risks.
The risk management framework comprises a number of risk management components, which when
added together describe how risk is managed on a day to day basis. The framework includes a risk register
that captures the risk universe (55 risk events grouped into eight risk categories: insurance, market,
credit, liquidity, operational, regulatory and legal, group and strategic), the risk appetite set by the
Beazley Furlonge Limited board, and the control environment that is operated by the business to remain
within the risk appetite.
In summary, the board identifies risk, assesses risk and sets risk appetite. The business then implements
a control environment which describes how the business should operate to stay within risk appetite. Risk
management then reports to the board on how well the business is operating using a consolidated
assurance report. For each risk, the consolidated assurance report brings together a view of how
successfully the business is managing risk, qualitative commentary from the assurance function and
whether there have been any events that we can learn from (risk incidents). Finally, the framework is
continually improved, through the consideration of stress and scenario testing, themed reviews using risk
profiles and an assessment of strategic and emerging risks.
A suite of risk management reports are provided to the boards and committees to assist senior
management and board members to discharge their oversight and decision making responsibilities. The
risk reports include the risk appetite statement, the consolidated assurance report, risk profiles, stress and
scenario testing, reverse stress testing, an emerging and strategic report, a report to the remuneration
committee and the ORSA report.
The internal audit function considers the risk management framework in the development of its audit
universe to determine its annual risk-based audit plan. The plan is based on, among other inputs, the
inherent and residual risk scores as captured in the risk register. Finally, a feedback loop operates, with
recommendations from the internal audit reviews being assessed by the business and the risk
management function for inclusion in the risk register as appropriate.
The risks to financial performance
The board monitors and manages risks grouped into eight categories, which cover the universe of risk that
could affect Beazley. There have been no new risk areas identified and no major shifts in existing risks.
The board considers the following two risk categories to be the most significant.
Insurance risk
Given the nature of Beazley’s business, the key risks that impact financial performance arise from
insurance activities.
The main insurance risks can be summarised in the following categories:
• Reserve risk: Beazley has a consistent and conservative reserving philosophy. However, there is
a risk that the reserves put aside for expected losses turn out to be insufficient. The syndicate
uses a range of techniques to mitigate this risk including a detailed reserving process which
compares, claim by claim, estimates established by the claims team with a top down statistical
view developed by the actuarial team. A suite of metrics is also used to ensure consistency each
year; and
• Single risk losses: Given the size of policy limits offered on each risk, it is unlikely that the poor
performance of one policy will have a material impact on the syndicate’s financial performance.
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Strategic risk
Alongside these insurance risks, the success of the syndicate depends on the execution of an appropriate
strategy.
The main strategic risks can be summarised as follows:
• Strategic decisions: The syndicate’s performance would be affected in the event of making
strategic decisions that do not add value. The syndicate mitigates this risk through the
combination of recommendations and challenge from non-executive directors, debate at the
executive committee and input from the strategy and performance group (a group of
approximately 35 senior individuals from across different disciplines at Beazley);
• Environment: There is a risk that the chosen strategy cannot be executed because of the current
environmental conditions within which Beazley operates, thereby delaying the timing of the
strategy.
• Communication: Having the right strategy and environment is of little value if it is not
communicated internally so that the whole group is heading in the same direction, or if key
external stakeholders are not aware of Beazley’s progress against its strategy;
• Senior management performance: There is a risk that senior management is overstretched or
does not perform, which would have a detrimental impact on the syndicate’s performance. The
performance of the senior management team is monitored by the CEO and talent management
team and overseen by the nomination committee;
• Reputation: Although reputational risk is a consequential risk, i.e. it emerges upon the
occurrence of another risk manifesting, it has the potential to have a significant impact on an
organisation. Beazley expects its staff to act honourably (one of seven ingredients of Being
Beazley) by doing the right thing;
• Flight risk: There is a risk that Beazley is unable to deliver its strategy due to the loss of key
personnel. Beazley has controls in place to identify and monitor this risk, for example, through
succession planning;
• Crisis management: This is the risk caused by the destabilising effect of the syndicate having to
deal with a crisis and is mitigated by having a detailed crisis management plan; and
• Corporate transaction: There is a risk that Beazley undertakes a corporate transaction which
does not return the expected value to shareholders. This risk is mitigated through the due
diligence performed, the financial structure of transactions and the implementation activity. Under
the environmental risk heading, the board monitors five categories of emerging and strategic risk
on a quarterly basis, namely; socio-political risk, distribution, market conditions, talent and
regulation.
Other risks
The remaining six risk categories monitored by the board are:
• Market (asset) risk: This is the risk that the value of investments is adversely impacted by
movements in interest rates, exchange rates, default rates or external market forces. This risk is
monitored by the investment committee;
• Operational risk: This risk is the failure of people, processes and systems or the impact of an
external event on Beazley’s operations, and is monitored by the operations committee;
• Credit risk: Beazley has credit risk to its reinsurers, brokers and coverholders of which the
reinsurance asset is the largest. The underwriting committee monitors this risk;
• Regulatory and legal risk: This is the risk that Beazley does not operate in line with the relevant
regulatory framework in the territories where it operates. Of the eight risk categories, the board
has the lowest tolerance for this risk;
• Liquidity risk: This is the risk that the syndicate does not have sufficient liquid funds following a
catastrophic event. The investment committee monitors this risk which, given the nature of the
asset portfolio, is currently small; and
• Group risk: The structure of the Beazley group is not complex and so the main group risk is that
one group entity operates to the detriment of another group entity or entities. Although this risk is
currently small, the Beazley plc board monitors this risk through the reports it receives from each
entity.
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Directors
A list of directors of the managing agent who held office during the year and to the date of this report can
be found on page 31.
Disclosure of information to the auditor
The directors of the managing agent who held office at the date of approval of this Managing Agent’s
Report confirm that, so far as they are each aware, there is no relevant audit information of which the
syndicate’s auditor is unaware; and each director has taken all the steps that they ought to have taken as
a director to make themselves aware of any relevant audit information and to establish that the
syndicate’s auditor is aware of that information.
Auditor
Pursuant to Section 487 of the Companies Act 2006, the auditors will be deemed to be reappointed and
KPMG LLP will therefore continue in office.
By order of the board

…………………………
M L Bride
Finance director
10 March 2016
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STATEMENT OF MANAGING AGENT’S RESPONSIBILITIES
The managing agent is responsible for preparing the syndicate annual report and accounts in accordance
with applicable law and regulations.
The Insurance Accounts Directive (Lloyd’s Syndicate and Aggregate Accounts) Regulations 2008 require
the managing agent to prepare syndicate annual accounts at 31 December each year. Under that law they
have elected to prepare the financial statements in accordance with UK Accounting Standards and
applicable law (UK Generally Accepted Accounting Practice), including FRS 102 The Financial Reporting
Standard applicable in the UK and Republic of Ireland. The syndicate annual accounts are required by law
to give a true and fair view of the state of affairs of the syndicate as at that date and of its profit or loss
for that year.
In preparing the syndicate annual accounts, the managing agent is required to:
 select suitable accounting policies and then apply them consistently, subject to the changes arising on
the adoption of new accounting standards in the year;
 make judgements and estimates that are reasonable and prudent;
 state whether applicable accounting standards have been followed, subject to any material departures
disclosed and explained in the syndicate annual accounts; and
 prepare the syndicate annual accounts on the basis that the syndicate will continue to write future
business unless it is inappropriate to presume that the syndicate will do so.
The managing agent is responsible for keeping proper accounting records that disclose with reasonable
accuracy at any time the financial position of the syndicate and enable it to ensure that the syndicate
annual accounts comply with the 2008 Regulations. It is also responsible for safeguarding the assets of the
syndicate and hence for taking reasonable steps for prevention and detection of fraud and other
irregularities.
The managing agent is responsible for the maintenance and integrity of the corporate and financial
information included on the business website. Legislation in the UK governing the preparation and
dissemination of the syndicate annual accounts may differ from legislation in other jurisdictions.

By order of the board

…………………………
M L Bride
Finance director
10 March 2016
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBER OF SYNDICATE 3622
We have audited the syndicate 3622 annual accounts for the year ended 31 December 2015, as set out on
pages 12 to 30. The financial reporting framework that has been applied in their preparation is applicable
law and UK Accounting Standards (UK Generally Accepted Accounting Practice), including FRS 102 the
Financial Reporting Standard applicable in the UK and Republic of Ireland.
This report is made solely to the members of the syndicate, as a body, in accordance with the Insurance
Accounts Directive (Lloyd’s Syndicate and Aggregate Accounts) Regulations 2008. Our audit work has been
undertaken so that we might state to the syndicate’s members those matters we are required to state in
an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the syndicate and the syndicate’s members, as a body, for our
audit work, for this report, or for the opinions we have formed.
Respective responsibilities of the managing agent and auditors
As explained more fully in the statement of managing agent’s responsibilities set out on page 10 the
managing agent is responsible for the preparation of the syndicate annual accounts and for being satisfied
that they give a true and fair view. Our responsibility is to audit, and express an opinion on, the syndicate
annual accounts in accordance with applicable law and International Standards on Auditing (UK and
Ireland). Those standards require us to comply with the Auditing Practices Board’s Ethical Standards for
Auditors.
Scope of the audit of the syndicate annual accounts
A description of the scope of an audit of the accounts is provided on the Financial Reporting Council’s
website at www.frc.org.uk/auditscopeukprivate.
Opinion on the syndicate annual accounts
In our opinion the annual accounts:

give a true and fair view of the state of the syndicate’s affairs as at 31 December 2015 and of its
profit for the year then ended;

have been properly prepared in accordance with UK Generally Accepted Accounting Practice; and

have been prepared in accordance with the requirements of the Insurance Accounts Directive
(Lloyd’s Syndicate and Aggregate Accounts) Regulations 2008.
Opinion on other matter prescribed by the Insurance Accounts Directive (Lloyd’s Syndicate and
Aggregate Accounts) Regulations 2008
In our opinion the information given in the Report of the Directors of the managing agent for the financial
year for which the annual accounts are prepared is consistent with the annual accounts.
Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Insurance Accounts Directive
(Lloyds’s Syndicate and Aggregate Accounts) Regulations 2008 require us to report to you if, in our
opinion:

adequate accounting records have not been kept; or

the syndicate annual accounts are not in agreement with the accounting records; or

we have not received all the information and explanations we require for our audit.

Elizabeth Cox (Senior Statutory Auditor)
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants
15 Canada Square
London, E14 5GL
10 March 2016
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SYNDICATE 3622
PROFIT OR LOSS ACCOUNT
YEAR ENDED 31 DECEMBER 2015
2015
£’000

2014
£’000

Gross premiums written
Outward reinsurance premiums

13,570.3
(688.9)

13,024.1
(859.7)

Net premiums written

12,881.4

12,164.4

12

213.8

(26.5)

12

0.6

54.2

214.4

27.7

13,095.8

12,192.1

9.7

23.9

(7,548.6)
43.3
(7,505.3)

(9,149.9)
(9,149.9)

Notes

Change in the gross provision for unearned premiums
Change in the provision for unearned premiums,
reinsurers’ share
Change in the net provision for unearned premiums
Earned premiums, net of reinsurance
Allocated investment return transferred from the
non-technical account

8

Gross claims paid
Reinsurers’ share of claims paid
Claims paid net of reinsurance
Change in the gross provision for claims

12

19.7

562.5

Change in the provision for claims, reinsurers’ share
Change in the net provision for claims

12

(3.6)
16.1

(54.5)
508.0

(7,489.2)

(8,641.9)

(5,138.5)

(5,204.9)

477.8

(1,630.8)

9.7
-

23.9
-

Claims incurred, net of reinsurance
Net operating expenses

4

Balance on the technical account
Investment income
Investment expenses and charges
Allocated investment return transferred to general
business technical account

8
8

(9.7)

(23.9)

(Loss)/gain on foreign exchange

(61.9)

31.4

Profit/(loss) for the financial year

415.9

(1,599.4)

All of the above operations are continuing.
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STATEMENT OF OTHER COMPREHENSIVE INCOME
YEAR ENDED 31 DECEMBER 2015

2015
£’000

2014
£’000

Profit/(loss) for the financial year
Foreign exchange gain on brought forward reserves

415.9
39.5

(1,599.4)
122.9

Total comprehensive income since last annual report

455.4

(1,476.5)

2015
$m

2014
$m

(2,883.5)
-

(1,196.6)
-

(2,883.5)

(1,196.6)

455.4

(1476.5)

(254.5)

(210.4)

(2,682.6)

(2,883.5)

SYNDICATE 3622
STATEMENT OF CHANGES IN MEMBERS’ BALANCES
31 DECEMBER 2015

Members balance at the beginning of the year
as previously stated
Impact of change in accounting policy on adoption of FRS 102
Restated balance at the beginning of the year
Total comprehensive income for the year
Payment of profit to members’ personal reserve fund
Members balance at the end of the year

Members participate on syndicates by reference to years of account (YOA) and their ultimate result, assets
and liabilities are assessed with reference to policies incepting in that year of account in respect of their
membership of a particular year.
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SYNDICATE 3622
BALANCE SHEET
AS AT 31 DECEMBER 2015

ASSETS
Financial assets at fair value
Reinsurers’ share of technical provisions
Provision for unearned premiums, reinsurers’ share
Claims outstanding, reinsurers’ share

Notes
9
12
12

Debtors
Debtors arising out of direct insurance operations
Debtors arising out of reinsurance operations
Other debtors

10

Cash at bank and in hand

11

Prepayments
Deferred acquisition costs
TOTAL ASSETS

2015
£’000

2014
£’000

78.1

39.9

75.7
599.0
674.7

76.4
599.4
675.8

6,159.9
43.3
12.8
6,216.0

6,116.7
838.8
61.0
7,016.5

2,209.2

2,485.0

1,649.8

2,011.0

10,827.8

12,228.2

(2,682.6)

(2,883.5)

6,913.8
5,147.9
12,061.7

7,051.6
5,096.7
12,148.3

270.9
1,171.4
1,442.3

267.9
2,690.2
2,958.1

6.4

5.3

10,827.8

12,228.2

LIABILITIES, CAPITAL AND RESERVES
Capital and reserves
Member’s balances attributable to underwriting participations
Technical provisions
Provision for unearned premiums
Claims outstanding

12
12

Creditors
Creditors arising out of direct insurance operations
Other creditors

13

Accruals and deferred income
TOTAL LIABILITIES, CAPITAL AND RESERVES

The syndicate annual accounts on pages 12 to 30 were approved by the board of Beazley Furlonge Limited
on 10 March 2016 and were signed on its behalf by

…………………………
N P Maidment
(Active underwriter)

……………………
M L Bride
(Finance director)
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SYNDICATE 3622
CASH FLOW STATEMENT
YEAR ENDED 31 DECEMBER 2015

2015
£’000

2014
£’000

415.9

(1,599.4)

Decrease in net technical provisions
Decrease in debtors
Decrease in creditors
Translation differences
Movement in other assets
Investment return
Net cash generated from operating activities

(85.5)
800.5
(1,514.7)
39.5
361.2
(9.7)
7.2

(268.6)
3,220.6
(1,396.9)
122.9
(23.9)
54.7

Movement in overseas deposits
Investment income received
Net cash generated from investing activities

(38.2)
9.7
(28.5)

(34.2)
21.6
(12.6)

(254.5)

(210.4)

(254.5)

(210.4)

Net decrease in cash and cash equivalents

(275.8)

(168.3)

Cash and cash equivalents at the beginning of the
year
Effect of exchange rate changes on cash and cash
equivalents
Cash and cash equivalents at the end of the year

2,485.0

2,653.3

-

-

2,209.2

2,485.0

Notes
RECONCILIATION OF PROFIT/(LOSS) FOR THE YEAR
TO NET CASH INFLOW FROM OPERATING ACTIVITIES
Profit/(loss) for the financial year

Transfer to member in respect of underwriting
participations
Net cash from financing activities

11
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SYNDICATE 3622
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED 31 DECEMBER 2015
1.

Accounting policies

Basis of preparation
Syndicate 3622 (‘the syndicate’) comprises a group of members of the Society of Lloyd’s that
underwrites insurance business in the London Market. The address of the syndicate’s managing agent is
given on page 31.
These syndicate annual accounts have been prepared in accordance with the Insurance Accounts
Directive (Lloyd’s Syndicate and Aggregate Accounts) Regulations 2008 (‘the Regulations’), the
applicable Accounting Standards in the United Kingdom and the Republic of Ireland, Financial Reporting
Standard 102 (FRS 102) and the applicable Accounting Standard on insurance contracts Financial
Reporting Standard 103 (FRS 103). This is the first year that both FRS 102 and FRS 103 have been
applicable. Further explanation of the adoption of these standards can be found in note 15.
The financial statements have been prepared on the historic cost basis, except for financial assets at
fair value through profit or loss that are measured at fair value. The principal accounting policies
applied in the preparation of these syndicate annual accounts are set out below. The policies have been
consistently applied to all periods presented, unless otherwise stated. All amounts presented are stated
in sterling being the syndicate’s functional currency, and in thousands, unless noted otherwise.
Use of estimates and judgements
The preparation of syndicate annual accounts requires management to make judgements, estimates and
assumptions that affect the application of accounting policies and reported amounts of assets, liabilities,
income and expenses. Actual results may differ from these estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised and in any future periods affected.
In particular, information about significant areas of estimation uncertainty and critical judgements in
applying accounting policies that have the most significant effect on the amounts recognised in the
syndicate annual accounts are described in this statement of accounting policies.
The most critical estimate included within the syndicate’s financial position is the estimate for losses
incurred but not reported. The total estimate as at 31 December 2015 is included within claims
outstanding in the balance sheet.
The syndicate annual accounts have been prepared on an annual basis of accounting, whereby the
incurred cost of claims, commission and related expenses are charged against the earned proportion of
premiums, net of reinsurance as follows:
(a) Premiums
Gross premiums written comprise premiums on contracts incepted during the financial year.
Premiums are shown gross of brokerage payable and exclude taxes and duties levied on them.
Estimates are made for pipeline premiums, representing amounts due to the syndicate not yet
notified, as well as adjustments made in the year to premiums written in prior accounting periods.
(b) Unearned premiums
The provision for unearned premiums comprises the proportion of premiums written which is
estimated to be earned in the following or subsequent financial periods, computed separately for
each insurance contract using the daily pro rata method, adjusted if necessary to reflect any
variation in the incidence of risk during the period covered by the contract.
(c) Claims
Claims incurred represent the cost of claims and claims handling expenses paid during the financial
year, together with the movement in provisions for outstanding claims, claims incurred but not
reported (‘IBNR’) and future claims handling provisions. Reinsurance recoveries are accounted for
in the same period as the incurred claims for the related business.
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SYNDICATE 3622
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED 31 DECEMBER 2015
1. Accounting policies (continued)
(c) Claims (continued)
The provision for claims comprises amounts set aside for claims advised and IBNR. The IBNR
amount is based on estimates calculated using widely accepted statistical techniques (e.g. chain
ladder) which are reviewed annually by external consulting actuaries. The techniques generally use
projections, based on past experience of the development of claims over time, to form a view on
the likely ultimate claims to be experienced. For more recent underwriting, regard is given to the
variations in the business portfolio accepted and the underlying terms and conditions. Thus, the
critical assumptions used when estimating claims provisions are that the past experience is a
reasonable predictor of likely future claims development and that the rating and other models used
to analyse current business are a fair reflection of the likely level of ultimate claims to be incurred.
The reinsurers’ share of provisions for claims is based on calculated amounts for outstanding
claims and projections for IBNR, net of estimated irrecoverable amounts having regard to the
reinsurance programme in place for the class of business, the claims experience for the year and
the current security rating of the reinsurance companies involved.
(d) Liability adequacy testing
At each reporting date, liability adequacy tests are performed to ensure the adequacy of the claims
liabilities net of DAC and unearned premium reserves. In performing these tests, current best
estimates of future contractual cash flows, claims handling and administration expenses as well as
investment income from the assets backing such liabilities are used. Any deficiency is immediately
charged to the income statement initially by writing off DAC and by subsequently establishing a
provision for losses arising from liability adequacy tests (‘unexpired risk provision’).
(e) Acquisition costs
Acquisition costs comprise brokerage, staff and staff related costs of the underwriters acquiring the
business, and premium levy. The proportion of acquisition costs in respect of unearned premiums
is deferred at the balance sheet date and recognised in later periods when the related premiums
are earned.
(f)

Foreign currencies
Transactions in foreign currencies are translated to the syndicate’s functional currency at the
foreign exchange rate ruling at the date of the transaction. Monetary assets and liabilities
denominated in foreign currencies at the balance sheet date are retranslated to the functional
currency at the foreign exchange rate ruling at that date. Non-monetary assets and liabilities that
are measured in terms of historical cost in a foreign currency are translated using the exchange
rate at the date of the transaction. Non-monetary assets and liabilities denominated in foreign
currencies that are stated at fair value are retranslated to the functional currency at foreign
exchange rates ruling at the dates the fair value was determined. Foreign exchange differences
arising on translation are recognised in the profit or loss account. For the purpose of foreign
currency translation, unearned premiums and deferred acquisition costs are treated as monetary
items.

(g) Taxation
Under Schedule 19 of the Finance Act 1993 managing agents are not required to deduct basic rate
income tax from trading income. In addition, all UK basic rate income tax (currently at 20%)
deducted from syndicate investment income is recoverable by managing agents and consequently
the distribution made to members or their members’ agents is gross of tax. Capital appreciation
falls within trading income and is also distributed gross of tax.
No provision has been made for any United States federal income tax payable on underwriting
results or investment earnings.
No provision has been made for any other overseas tax payable by members on underwriting
results.
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SYNDICATE 3622
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED 31 DECEMBER 2015
1. Accounting policies (continued)
(h) Pension costs
Beazley Furlonge Limited operates both a defined benefit and a defined contribution scheme.
Pension contributions relating to staff that render services related to the activities of the syndicate
are charged to the syndicate and included within net operating expenses.
(i) Insurance debtors and creditors
Insurance debtors and creditors are recognised when due. These include amounts due to and from
agents, brokers and insurance contract holders. These are classified as insurance debtors and
creditors as they are non-derivative financial assets with fixed or determinable payments that are
not quoted on an active market. Insurance debtors are measured at amortised cost less any
provision for impairments. Insurance creditors are stated at amortised cost.
(j) Other debtors
Other debtors are carried at amortised cost less any impairment losses.
(k) Other creditors
Other creditors are stated at amortised cost determined on the effective interest rate method.
(l)

Cash at bank and in hand
This consists of cash at bank and in hand and deposits held at call with banks.

(m) Related party transactions
As the syndicate is wholly owned by Beazley plc (“the group”), the syndicate has taken advantage
of the exemption contained in FRS 102.1 and has therefore not disclosed transactions or balances
with other wholly owned entities forming part of the group.
2. Risk management
The syndicate has identified the risks arising from its activities and has established policies and
procedures to manage these items in accordance with its risk appetite. The sections below outline the
syndicate’s risk appetite and explain how it defines and manages each category of risk.
2.1 Insurance risk
The syndicate’s insurance business assumes the risk of loss from persons or organisations that are
directly exposed to an underlying loss. Insurance risk arises from this risk transfer due to inherent
uncertainties about the occurrence, amount and timing of insurance liabilities. The four key components
of insurance risk are underwriting, reinsurance, claims management and reserving. Each element is
considered below.
a) Underwriting risk
Underwriting risk comprises four elements that apply to all insurance products offered by the syndicate:
 cycle risk – the risk that business is written without full knowledge as to the (in)adequacy of rates,
terms and conditions;
 event risk – the risk that individual risk losses or catastrophes lead to claims that are higher than
anticipated in plans and pricing;
 pricing risk – the risk that the level of expected loss is understated in the pricing process; and
 expense risk – the risk that the allowance for expenses and inflation in pricing is inadequate.
The annual business plans for each underwriting team reflect the syndicate’s underwriting strategy, and
set out the classes of business, the territories and the industry sectors in which business is to be
written. These plans are approved by the board of Beazley Furlonge Limited and monitored by the
monthly underwriting committee.
The syndicate’s underwriters calculate premiums for risks written based on a range of criteria tailored
specifically to each individual risk. These factors include but are not limited to the financial exposure,
loss history, risk characteristics, limits, deductibles, terms and conditions and acquisition expenses.
The syndicate also recognises that insurance events are, by their nature, random, and the actual
number and size of events during any one year may vary from those estimated using established
statistical techniques.
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SYNDICATE 3622
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED 31 DECEMBER 2015
2. Risk management (continued)
The syndicate uses a number of modelling tools to monitor its exposures against the agreed risk
appetite set and to simulate catastrophe losses in order to measure the effectiveness of its reinsurance
programmes.
To manage underwriting exposures, the syndicate has developed limits of authority and business plans
which are binding upon all staff authorised to underwrite and are specific to underwriters, classes of
business and industry. In 2015, the normal maximum line that any one underwriter could commit the
syndicate to was $25.0m. In most cases, maximum lines for classes of business were much lower than
this.
These authority limits are enforced through a comprehensive sign-off process for underwriting
transactions including dual sign-off for all line underwriters and peer review for all risks exceeding
individual underwriters authority limits. Exception reports are also run regularly to monitor compliance.
All underwriters also have a right to refuse renewal or change the terms and conditions of insurance
contracts upon renewal. Rate monitoring details, including limits, deductibles, exposures, terms and
conditions and risk characteristics are also captured and the results are combined to monitor the rating
environment for each class of business.
Binding Authority contracts
A proportion of the syndicate’s insurance risks are transacted by third parties under delegated
underwriting authorities. Each third party is thoroughly vetted by our coverholder approval group
before it can bind risks, and is subject to rigorous monitoring to maintain underwriting quality and
confirm ongoing compliance with contractual guidelines.
Operating divisions
The following table provides a breakdown of gross written premiums written by underwriting team.
2015

2014

Life insurance

88%

86%

Life reinsurance

12%

14%

100%

100%

Total

b) Reinsurance risk
Reinsurance risk to the syndicate arises where reinsurance contracts put in place to reduce gross
insurance risk do not perform as anticipated, result in coverage disputes or prove inadequate in terms
of the vertical or horizontal limits purchased. Failure of a reinsurer to pay a valid claim is considered a
credit risk which is detailed separately below.
The syndicate’s reinsurance programmes complement the underwriting team business plans and seek
to protect syndicate capital from an adverse volume or volatility of claims on both a per risk and per
event basis. In some cases the syndicate deems it more economic to hold capital than purchase
reinsurance. These decisions are regularly reviewed as an integral part of the business planning and
performance monitoring process.
The reinsurance security committee (RSC) examines and approves all reinsurers to ensure that they
possess suitable security. The syndicate’s ceded reinsurance team ensures that these guidelines are
followed, undertakes the administration of reinsurance contracts, monitors and instigates our responses
to any erosion of the reinsurance programmes.
c) Claims management risk
Claims management risk may arise within the syndicate in the event of inaccurate or incomplete case
reserves and claims settlements, poor service quality or excessive claims handling costs. These risks
may damage the Beazley brand and undermine its ability to win and retain business or incur punitive
damages. These risks can occur at any stage of the claims life-cycle.
The syndicate’s claims teams are focused on delivering quality, reliability and speed of service to both
internal and external clients. Their aim is to adjust and process claims in a fair, efficient and timely
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SYNDICATE 3622
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED 31 DECEMBER 2015
2. Risk management (continued)
manner, in accordance with the policy’s terms and conditions, the regulatory environment, and the
business’ broader interests. Prompt and accurate case reserves are set for all known claims liabilities,
including provisions for expenses.
d) Reserving and ultimate reserves risk
Reserving and ultimate reserves risk occurs within the syndicate where established insurance liabilities
are insufficient through inaccurate forecasting, or where there is inadequate allowance for expenses
and reinsurance bad debts in provisions.
To manage reserving and ultimate reserves risk, our actuarial team uses a range of recognised
techniques to project gross premiums written, monitor claims development patterns and stress test
ultimate insurance liability balances. An external independent actuary also performs an annual review
to produce a statement of actuarial opinion for the syndicate.
The objective of the syndicate’s reserving policy is to produce accurate and reliable estimates that are
consistent over time and across classes of business. The estimates of gross premiums written and
claims prepared by the actuarial department are used through a formal quarterly peer review process
to independently test the integrity of the estimates produced by the underwriting teams for each class
of business. These meetings are attended by senior management, senior underwriters, actuarial,
claims, and finance representatives.
A five percent increase or decrease in total claims liabilities would have the following effect on profit or
loss and equity:

Sensitivity to insurance risk (claims
reserves)

Impact on profit

5% increase in claims
reserves
2015
2014
£’000
£’000
(227.4)

(224.9)

5% decrease in
claims reserves
2015
2014
£’000
£’000
227.4

224.9

The syndicate also monitors its exposure to insurance risk by location. The below table provides an
analysis of the geographical breakdown of its written premiums by class of business.

Concentration of insurance risk
US
Europe
Other
Total
2.2

2015
%
70%
30%

2014
%
69%
31%

100%

100%

Strategic risk

This is the risk that Beazley Furlonge Limited’s strategy is inappropriate or that Beazley Furlonge
Limited is unable to implement its strategy. There is no tolerance for any breach of guidance issued by
the board, and where events supersede the strategic plan this is escalated at the earliest opportunity
through Beazley Furlonge Limited’s monitoring tools and governance structure.
2.3 Market risk
Market risk arises where the value of assets and liabilities changes as a result of movements in foreign
exchange rates, interest rates and market prices.
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SYNDICATE 3622
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED 31 DECEMBER 2015
2. Risk management (continued)
Foreign exchange risk
The functional currency and presentational currency of the syndicate is the sterling. The effect of this
on foreign exchange risk is that the syndicate is exposed to fluctuations in exchange rates for nonsterling denominated transactions and net assets.
The syndicate deals in four main currencies: US dollars, sterling, Canadian dollars and euros.
Transactions in all currencies are converted to sterling on initial recognition and revalued at the
reporting date.
The following table summarises the carrying value of total assets and total liabilities categorised by
currency:
31 December 2015
Total assets
Total liabilities
Net assets

31 December 2014
Total assets
Total liabilities
Net assets

US $
£’000

CAD $
£’000

EUR €
£’000

Subtotal
£’000

UK £
£’000

Total
£’000

2,870.9
(3,738.5)

6.4
(9.3)

304.9
(385.6)

3,182.2
(4,133.4)

7,645.6
(9,377.0)

10,827.8
(13,510.4)

(867.6)

(2.9)

(80.7)

(951.2)

(1,731.4)

(2,682.6)

US $
£’000

CAD $
£’000

EUR €
£’000

Subtotal
£’000

UK £
£’000

Total
£’000

3,776.2
(2,471.1)

0.1
-

(61.3)
(113.9)

3,715.0
(2,585.0)

8,513.2
(12,526.7)

12,228.2
(15,111.7)

1,305.1

0.1

(175.2)

1,130.0

(4,013.5)

(2,883.5)

Sensitivity analysis
Fluctuations in the syndicate’s trading currencies against sterling would result in a change to net asset
value. The table below gives an indication of the impact on net assets of a % change in relative
strength of sterling against the value of US dollar, Canadian dollar and euro, simultaneously. The
analysis is based on the current information available and an assumption that the impact of foreign
exchange on non-monetary items will be nil.
Change in exchange rate of US dollar,
Canadian dollar and euro relative to UK
sterling

Sterling weakens 30% against other
currencies
Sterling weakens 20% against other
currencies
Sterling weakens 10% against other
currencies
Sterling strengthens 10% against other
currencies
Sterling strengthens 20% against other
currencies
Sterling strengthens 30% against other
currencies

Impact on profit for the
year ended
2015
2014
£’000
£’000

Impact on net assets
2015
2014
£’000
£’000

(285.4)

339.0

(285.4)

339.0

(190.2)

226.0

(190.2)

226.0

(95.1)

113.0

(95.1)

113.0

95.1

(113.0)

95.1

(113.0)

190.2

(226.0)

190.2

(226.0)

285.4

(339.0)

285.4

(339.0)
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SYNDICATE 3622
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED 31 DECEMBER 2015
2. Risk management (continued)
Interest rate risk
Some of the syndicate’s financial instruments, including financial investments and cash and cash
equivalents are exposed to movements in market interest rates.
The syndicate manages interest rate risk by primarily investing in short duration financial investments
and cash and cash equivalents. The investment committee monitors the duration of these assets on a
regular basis.
The financial assets held by the syndicate at 31 December 2015 and 31 December 2014 had a duration
of less than one year.
Sensitivity analysis
The syndicate holds financial assets and liabilities that are exposed to interest rate risk. Changes in
interest yields, with all other variables constant, will not result in changes in the capital value of
deposits held. The impact of movements in interest rates was not material to the fair value of the
syndicate’s financial assets at 31 December 2015 or 31 December 2014.
Price risk
Financial assets and derivatives that are recognised on the balance sheet at their fair value are not
susceptible to losses due to adverse changes in prices. This is referred to as price risk.
Financial assets include fixed term money market deposits. The fixed income securities are well
diversified across high quality, liquid securities. The price risk associated with these securities is
predominantly interest and foreign exchange. The investment committee has established
comprehensive guidelines with investment managers setting out maximum investment limits,
diversification across industries and concentrations in any one industry or company.
2.4 Operational risk
Operational risk arises from the risk of losses due to inadequate or failed internal processes, people,
systems, service providers or from external events.
There are a number of business activities for which the syndicate uses the services of a third-party
company, such as data entry and credit control. These service providers are selected against rigorous
criteria and formal service level agreements are in place, and regularly monitored and reviewed.
Beazley Furlonge Limited also recognises that it is necessary for people, systems and infrastructure to
be available to support the syndicate’s operations. They have therefore taken significant steps to
mitigate the impact of business interruption which could follow a variety of events, including the loss of
key individuals and facilities. The syndicate operates a formal disaster recovery plan which, in the event
of an incident, allows the movement of critical operations to an alternative location within 24 hours.
Beazley Furlonge Limited actively manages operational risks and minimises them where appropriate.
This is achieved by implementing and communicating guidelines to staff and other third parties.
Beazley Furlonge Limited also regularly monitors the performance of its controls and adherence to
these guidelines through the risk management reporting process.
Key components of Beazley Furlonge Limited’s operational control environment include:

Individual capital assessment (ICA) modeling of operational risk exposure and scenario testing;

management review of activities;

documentation of policies and procedures;

preventative and detective controls within key processes;

contingency planning; and

other systems controls.
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2. Risk management (continued)
2.5

Credit risk

Credit risk arises from the failure of another party to perform its financial or contractual obligations to the
syndicate in a timely manner. The primary sources of credit risk for the syndicate are:


reinsurers – whereby reinsurers may fail to pay valid claims against a reinsurance contract held
by the syndicate;
brokers and coverholders – whereby counterparties fail to pass on premiums or claims collected
or paid on behalf of the syndicate;
term deposits and cash at bank and in hand.




The syndicate’s core business is to accept significant insurance risk and the appetite for other risks is
low. This protects the syndicate’s capital from erosion so that it can meet its insurance liabilities.
The syndicate limits exposure to a single counterparty or a group of counterparties and analyses the
geographical locations of exposures when assessing credit risk.
An approval system also exists for all new brokers, and broker performance is carefully monitored.
Regular exception reports highlight trading with non-approved brokers, and the syndicate’s credit
control function frequently assesses the ageing and collectability of debtor balances. Any large, aged
items are prioritised and where collection is outsourced, incentives are in place to support these
priorities.
The investment committee has established comprehensive guidelines for the syndicate’s investment
managers regarding the type, duration and quality of investments acceptable to the syndicate. The
performance of investment managers is regularly reviewed to confirm adherence to these guidelines.
The syndicate has developed processes to formally examine all reinsurers before entering into new
business arrangements. New reinsurers are approved by the reinsurance security committee (‘RSC’),
which also reviews arrangements with all existing reinsurers at least annually. Vulnerable or slowpaying reinsurers are examined more frequently.
To assist in the understanding of credit risks, A.M. Best, Moody’s and Standard & Poor’s (S&P) ratings
are used. These ratings have been categorised below as used for Lloyd’s reporting:
Tier
Tier
Tier
Tier

1
2
3
4

A.M. Best
A++ to AB++ to BC++ to CD,E,F,S

Moody’s
Aaa to A3
Baa1 to Ba3
B1 to Caa
Ca to C

S&P
AAA to ABBB+ to BBB+ to CCC
R,(U,S) 3

The following tables summarise the syndicate’s concentrations of credit risk:

31 December 2015
Financial assets at fair value
Reinsurance debtors
Reinsurers’ share of outstanding claims
Cash at bank and in hand
Total

Tier 1
£’000

Tier 2
£’000

Tier 3
£’000

Tier 4
£’000

Unrated
£’000

Total
£’000

78.1
43.3
599.0
1,319.9

889.3

-

-

-

78.1
43.3
599.0
2,209.2

2,040.3

889.3

-

-

-

2,929.6
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2. Risk management (continued)

31 December 2014
Financial assets at fair value
Insurance debtors
Reinsurers’ share of outstanding claims
Cash at bank and in hand
Total

Tier 1
£’000

Tier 2
£’000

Tier 3
£’000

Tier 4
£’000

Unrated
£’000

Total
£’000

39.9
838.8
599.4
1,545.6

939.4

-

-

-

39.9
838.8
599.4
2,485.0

3,023.7

939.4

-

-

-

3,963.1

Based on all evidence available, debtors arising out of insurance operations have not been impaired and
no impairment provision has been recognised in respect of these assets. No financial assets held at year
end were impaired.
The syndicate has insurance debtors and reinsurance assets that are past due but not impaired at the
reporting date. An aged analysis of these is presented below:

31 December 2015
Insurance debtors
Reinsurance assets

31 December 2014
Insurance debtors
Reinsurance assets

0-3
months
past due
£’000

3-6
months
past due
£’000

6-12
months
past due
£’000

Greater
than 12
months
past due
£’000

Total
£’000

184.9
-

123.3
-

61.6
-

-

369.8
-

0-3
months
past due
£’000

3-6
months
past due
£’000

6-12
months
past due
£’000

Greater
than 12
months
past due
£’000

Total
£’000

68.8
-

-

-

-

68.8
-

2.6 Regulatory and legal risk
Regulatory and legal risk is the risk arising from not complying with regulatory and legal requirements.
The operations of Beazley Furlonge Limited are subject to legal and regulatory requirements within the
jurisdictions in which it operates and Beazley Furlonge Limited’s compliance function is responsible for
ensuring that these requirements are adhered to.
2.7 Liquidity risk
Liquidity risk arises where cash may not be available to pay obligations when due at a reasonable cost.
The syndicate is exposed to daily calls on its available cash resources, principally from claims arising
from its insurance business. In the majority of the cases, these claims are settled from the premiums
received.
The syndicate’s approach is to manage its liquidity position so that it can reasonably survive a
significant individual or market loss event. This means that the syndicate maintains sufficient liquid
assets, or assets that can be translated into liquid assets at short notice and without any significant
capital loss, to meet expected cash flow requirements. These liquid funds are regularly monitored using
cash flow forecasting to ensure that surplus funds are invested to achieve a higher rate of return.
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2. Risk management (continued)
At both 31 December 2015 and 31 December 2014, all amounts included in financial assets, debtors
and creditors were expected to have a maturity date of less than one year from the relevant balance
sheet date.
2.8

Senior management responsibilities

Management stretch is the risk that business growth might result in an insufficient or overly
complicated management team structure, thereby undermining accountability and control within the
syndicate. As the syndicate expands its worldwide business in the UK, US, Europe and Asia,
management stretch may make the identification, analysis and control of risks more complex.
On a day-to-day basis, Beazley Furlonge Limited’s management structure encourages organisational
flexibility and adaptability, while ensuring that activities are appropriately co-ordinated and controlled.
By focusing on the needs of their customers and demonstrating both progressive and responsive
abilities, staff, management and outsourced service providers are expected to excel in service and
quality. Individuals and teams are also expected to transact their activities in an open and transparent
way. These behavioural expectations reaffirm low risk tolerance by aligning interests to ensure that
routine activities, projects and other initiatives are implemented to benefit and protect resources of
both local business segments and the syndicate as a whole.
2.9

Capital management

Capital framework at Lloyd’s
The Society of Lloyd’s (Lloyd’s) is a regulated undertaking and subject to the supervision of the
Prudential Regulatory Authority (PRA) under the Financial Services and Markets Act 2000.
Within this supervisory framework, Lloyd’s applies capital requirements at member level and centrally
to ensure that Lloyd’s complies with Solvency II, and beyond that to meet its own financial strength,
licence and ratings objectives.
Although, as described below, Lloyd’s capital setting processes use a capital requirement set at
syndicate level as a starting point, the requirement to meet Solvency II and Lloyd’s capital
requirements apply at overall and member level respectively, not at syndicate level. Accordingly the
capital requirement in respect of syndicate 3622 is not disclosed in these financial statements.
Lloyd’s capital setting process
In order to meet Lloyd’s requirements, each syndicate is required to calculate its Solvency Capital
Requirement (SCR) for the prospective underwriting year. This amount must be sufficient to cover a 1
in 200 year loss, reflecting uncertainty in the ultimate run-off of underwriting liabilities (SCR ‘to
ultimate’). The syndicate must also calculate its SCR at the same confidence level but reflecting
uncertainty over a one year time horizon (one year SCR) for Lloyd’s to use in meeting Solvency II
requirements. The SCRs of each syndicate are subject to review by Lloyd’s and approval by the Lloyd’s
Capital and Planning Group.
A syndicate may be comprised of one or more underwriting members of Lloyd’s. Each member is liable
for its own share of underwriting liabilities on the syndicate(s) on which it participates but not other
members’ shares. Accordingly, the capital requirement that Lloyd’s sets for each member operates on a
similar basis. Each member’s SCR shall thus be determined by the sum of the member’s share of the
syndicate SCR ‘to ultimate’. Where a member participates on more than one syndicate, a credit for
diversification is provided to reflect the spread of risk, but consistent with determining an SCR which
reflects the capital requirement to cover a 1 in 200 year loss ‘to ultimate’ for that member. Over and
above this, Lloyd’s applies a capital uplift to the member’s capital requirement, known as the Economic
Capital Assessment (ECA). The purpose of this uplift, which is a Lloyd’s not a Solvency II requirement,
is to meet Lloyd’s financial strength, licence and ratings objectives. The capital uplift applied for 2016
was 35% of the member’s SCR ‘to ultimate’.
Provision of capital by members
Each member may provide capital to meet its ECA either by assets held in trust by Lloyd’s specifically
for that member (funds at Lloyd’s), held within and managed within a syndicate (funds in syndicate) or
as the member’s share of the members’ balances on each syndicate on which it participates.
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2. Risk management (continued)
Accordingly all of the assets less liabilities of the syndicate, as represented in the members’ balances
reported on the balance sheet on page 14, represent resources available to meet members’ and Lloyd’s
capital requirements.
3. Segmental analysis
All risks were underwritten in the UK and relate solely to life business.
4. Net operating expenses
Acquisition costs
Change in deferred acquisition costs
Member’s standard personal expenses
Administrative expenses

Administrative expenses include:

2015
£’000
3,036.5
380.9
198.9
1,522.2
5,138.5

2014
£’000
3,448.4
(114.5)
192.4
1,678.6
5,204.9

2015
£’000

2014
£’000

13.1

13.1

28.3

27.8

Auditor’s remuneration:
Fees payable to the syndicate’s auditor for the audit of
these annual accounts
Fees payable to the syndicate’s auditor and its
associates in respect of:
Other services pursuant to legislation

Managing agent fees paid to Beazley Furlonge Limited in respect of services provided to the
syndicate amounted to £102,000 (2014: £96,000).
5. Staff costs
All staff are employed by Beazley Management Limited. The following amounts were recharged to
the syndicate in respect of staff costs:
2015
2014
£’000
£’000
Wages and salaries
321.8
370.9
Short-term incentive payments
371.5
303.8
Social security costs
39.8
48.7
Pension costs
39.1
44.7
772.2

768.1
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6. Emoluments of the directors of Beazley Furlonge Limited
The directors of Beazley Furlonge Limited, excluding the active underwriter, received the following
aggregate remuneration charged to syndicate 3622 and included within net operating expenses:

Emoluments and fees
Contributions to defined contribution pension schemes

2015
£’000
195.6
3.0

2014
£’000
194.2
3.2

198.6

197.4

7. Active underwriter's emoluments
The aggregate amount of remuneration paid to and for the benefit of the active underwriter, which
was recharged to syndicate 3622 was £34,872 (2014: £36,904).
8. Net investment income
2015
£’000

2014
£’000

Interest and dividends on financial investments at fair value
through profit or loss

7.9

22.0

Interest on cash and cash equivalents

1.8

1.9

Investment income from financial investments

9.7

23.9

-

-

9.7

23.9

Investment management expenses
Total net investment income

9. Financial assets

Financial assets at fair value
Overseas cash fund and deposit

Market value
2015
2014
£’000
£’000

Cost
2015
£’000

2014
£’000

78.1

39.9

78.1

39.9

78.1

39.9

78.1

39.9

Overseas deposits are held as a condition of conducting underwriting business in certain countries.
Fair value measurement
The fair value hierarchy has the following levels:
Level 1 – Valuations based on quoted prices in active markets for identical instruments. An active
market is a market in which transactions for the instrument occur with sufficient frequency and
volume on an ongoing basis such that quoted prices reflect prices at which an orderly transaction
would take place between market participants at the measurement date. Included within level 1
are bonds and treasury bills of government and government agencies which are measured based
on quoted prices in active markets.
Level 2 – Valuations based on quoted prices in markets that are not active, or based on pricing
models for which significant inputs can be corroborated by observable market data (e.g. interest
rates, exchange rates). Included within level 2 are government bonds and treasury bills which are
not actively traded, corporate bonds, asset backed securities and mortgage-backed securities.
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Level 3 – Valuations based on inputs that are unobservable or for which there is limited market
activity against which to measure fair value.
All of the syndicate’s investments are valued based on quoted market information. The financial
assets carried at fair value are all level 1 financial assets as determined by the fair value hierarchy.
There were no transfers in either direction between level 1, level 2 and level 3 in either 2014 or
2015.
10. Other debtors

Amount due from syndicate 3623
Sundry debtors

2015
£’000
3.0
9.8

2014
£’000
61.0

12.8

61.0

Total debtors
11. Cash and cash equivalents

Cash at bank and in hand

2015
$’000

2014
$’000

2,209.2

2,485.0

-

-

2,209.2

2,485.0

Short term deposits
Total cash and cash equivalents
12. Technical provisions

Provision for
unearned premium
£’000

Claims
outstanding
£’000

Gross technical provisions
As at 1 January 2015
Movement in the provision
Exchange adjustments

7,051.6
(213.8)
76.0

5,096.7
(19.7)
70.9

As at 31 December 2015

6,913.8

5,147.9

Reinsurers’ share of technical provisions
As at 1 January 2015
Movement in the provision
Exchange adjustments

76.4
0.6
(1.3)

599.4
(3.6)
3.2

As at 31 December 2015

75.7

599.0

As at 1 January 2015

6,975.2

4,497.3

As at 31 December 2015

6,838.1

4,548.9

Provision for
unearned premium
£’000

Claims
outstanding
£’000

Gross technical provisions
As at 1 January 2014
Movement in the provision
Exchange adjustments

6,880.0
26.5
145.1

5,531.6
(562.5)
127.6

As at 31 December 2014

7,051.6

5,096.7

23.7

646.6

Net technical provisions

Reinsurers’ share of technical provisions
As at 1 January 2014
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Movement in the provision
Exchange adjustments

54.2
(1.5)

(54.5)
7.3

As at 31 December 2014

76.4

599.4

As at 1 January 2014

6,856.3

4,885.0

As at 31 December 2014

6,975.2

4,497.3

Net technical provisions

Gross Claims Development

12
24
36
48
60

months
months
months
months
months

Gross ultimate
claims
Less gross
claims paid
Less unearned
portion of
ultimate
losses
Gross claims
liabilities
(100% level)
Less group
and non group
entities
Gross claims
liabilities
(3622 share)

2010 ae
%

2011
%
59.4
59.0
63.6
61.9
60.8

2012
%
62.0
62.0
58.7
55.1

2013
%
63.0
68.9
64.5

2014
%
64.9
63.8

2015
%
64.5

Total

6,107.7

733.8

678.3

836.1

850.0

994.1

10,200.0

(5,389.6)

(507.1)

(408.0)

(371.1)

(205.5)

(33.1)

(6,914.4)

-

-

-

-

(8.6)

(484.0)

(492.6)

718.1

226.7

270.3

465.0

635.9

477.0

2,793.0

(718.1)

(226.7)

(269.9)

(464.1)

(633.6)

(475.5)

(2,787.9)

-

-

0.4

0.9

2.3

1.5

5.1

*The numbers above are presented in GBP £ms

Net Claims Development

12
24
36
48
60

months
months
months
months
months

Net ultimate
claims
Less net
claims paid
Less unearned
portion of
ultimate
losses
Net claims
liabilities
(100% level)
Less group
and non group
entities
Net claims
liabilities
(3622 share)

2010 ae
%

2011
%
58.7
58.9
65.6
64.0
62.8

2012
%
59.9
61.0
60.1
56.4

2013
%
64.3
72.0
68.2

2014
%
64.1
63.6

2015
%
65.1

Total

4,359.9

607.4

573.8

703.6

717.2

788.7

7,750.6

(3,875.3)

(444.1)

(346.6)

(320.7)

(198.9)

(29.1)

(5,214.7)

-

-

-

-

(12.1)

(415.9)

(428.0)

484.6

163.3

227.2

382.9

506.2

343.7

2,107.9

(484.6)

(163.3)

(226.9)

(381.9)

(504.2)

(342.5)

(2,103.4)

-

-

0.3

1.0

2.0

1.2

4.5

*The numbers above are presented in GBP £ms
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13. Other creditors

Net amount due to other group undertakings
Amount due to 2623
Other creditors, including taxation

2015
£’000
1,160.4
3.0
8.0

2014
£’000
668.8
2,021.4
-

Total creditors

1,171.4

2,690.2

14. Post balance sheet events
The following amounts are proposed to be transferred to member’s personal reserve funds.

2012 Year of account
2013 Year of account

2015
£’000
(887.1)

2014
£’000
(254.5)
-

(887.1)

(254.5)

15. Adoption of new accounting standard
The syndicate has prepared its financial statement in accordance with Financial Reporting Standard
102 (FRS 102) for the first time in the financial year ended 31 December 2015. There are no
changes on the syndicate’s financial position and financial performance.
The last financial statements under the UK GAAP were for the year ended 31 December 2014. The
date of transition to FRS 102 was 1 January 2015.
The adoption of FRS 102 also impacted the disclosure requirements for the financial statements and
the main impact of these new disclosure requirements include risk management disclosures, fair
value levelling disclosures, loss development tables and a change in the basis of preparation of the
cash flow.
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