
   

 

 

 

 

 

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. 

 

 

 
 



   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Syndicate 4000 

 

Annual Report 

 

Year ended 

31 December 2017 
  



SYNDICATE 4000 

2 

 

Contents 
 

 

 Page 

 

Directors and Advisers 

 

3 

Managing Agent’s Report 

 

4 – 9 

Statement of Managing Agent’s Responsibilities  

 

10 

Independent Auditor’s Report to the Members of Syndicate 4000 

 

11 – 13 

Statement of Comprehensive Income  

 

14 – 15 

Statement of Changes in Members’ Balances 

 

15 

Statement of Financial Position 

 

16 – 17 

Statement of Cash Flows 

 

18 

Notes to the Annual Report 

 

19 – 40 

  

 

  



SYNDICATE 4000 

3 

 

Directors and Advisers 
 

 

Managing agent 

 

Pembroke Managing Agency Limited 
 

Registered office 

Level 3 

8 Fenchurch Place 

London 

EC3M 4AJ 
 

Registered number 

583265 
 

Directors 

G.E. Barnes, BA (Hons), FCII Executive (resigned 11 May 2017) 

M.J. Beacham Independent Non-Executive 

C.D. Brown, ACII Executive (resigned 11 May 2017, appointed 15 March 2018*) 

N.J. Davenport, LLB (Hons) Non-Executive (appointed 11 May 2017) 

K. Ethirajan Executive (appointed 23 February 2017)  

I.R. Garven, BA (Hons), FCA  Executive (resigned 28 March 2017) 

T.A.B.H. Glover, ACII Executive 

A.M. Kaufman, FCAS, MAAA, FIA (HON), ARM, CPCU  Independent Non-Executive, Chairman  

S. Keshani, MEng (Hons), FIA Executive (resigned 11 May 2017) 

I.G. Lever, B.Acc, CA (Scotland) Executive (appointed 19 January 2017) 

F.W. Robinson, CPA Non-Executive (appointed 11 May 2017) 

T. Seymour, MA (Oxon), ACA Independent Non-Executive 

J.A.S. Wash, BSc (Hons), ACA Executive (resigned 11 May 2017) 

M.H. Wheeler, ACII Executive (resigned 6 March 2018) 

D.N. White  Executive (appointed 15 March 2018*) 

 

* subject to regulatory approval 

 

Company secretary 

N.G. Hardman Bbus CPA 

 

Syndicate 

 

Active underwriter 

T.A.B.H. Glover, ACII (resigned 1 January 2018) 

A.C.G. Mackay, MA (Hons), ACII (appointed 1 January 2018) 

 

Bankers 

Citibank N.A. 

HSBC 

Lloyds 

Royal Bank of Canada 
 

Investment managers 

Conning Asset Management Limited (resigned 1 July 2017) 

Liberty Mutual Group Asset Management Inc. (appointed 1 July 2017) 

 

Auditor 

Ernst & Young LLP 

  



SYNDICATE 4000 

4 

 

Managing Agent’s Report 
 

The Directors of Pembroke Managing Agency Limited (“PMA”) present the Managing Agent’s Report for Syndicate 

4000 (“the Syndicate”) for the year ended 31 December 2017. 

 

Principal activity 

 

The principal activity of the Syndicate continues to be the underwriting of general insurance and reinsurance business at 

Lloyd’s. 

 

The Syndicate’s allocated capacity for the 2017 year of account was £346.0m (2016: £285.0m). The capacity for the 

2018 year of account is £398.0m. 

 

Management of the Syndicate 

 

Capital to support the underwriting of the Syndicate is provided by Ironshore Corporate Capital Limited, which is 

ultimately owned (with effect from 1 May 2017) by Liberty Mutual Holding Company Inc.  

 

PMA also manages Syndicate 2014 and Syndicate 6125. Capital to support the underwriting of these syndicates is 

provided by third parties that are unrelated to Ironshore. However, for the 2018 year of account, Ironshore Corporate 

Capital Limited has a participation on Syndicate 2014. Transactions between these syndicates and entities within the 

Ironshore Group are conducted on a normal commercial basis. 

 

Business of the Syndicate 

 

The Syndicate continues to be a provider of specialist commercial insurance and reinsurance products, through its 

operating divisions: Liability, Marine, Specialty Short Tail, Property and Personal Accident.  The portfolio is built 

around business which has a high technical barrier to entry.  The underwriting selection process is supported by robust 

rating models to determine rate adequacy. 

 

During the 2017 financial year gross written premium by operating division was as follows: 

 2017 2016 

 £000 £000 

Liability 186,863 159,554 

Marine 73,552 81,161 

Specialty Short Tail 66,757 50,123 

Property 50,503 30,537 

Personal Accident 36,672 43,590 

   

Total 414,347 364,965 

 

Business of the Syndicate - Liability Division 

 

Professional Lines 

The portfolio is extremely diverse and is intentionally designed to minimise economic correlation with the Financial 

Institutions business. To that end, professions that are involved in the valuation or sale of ‘asset class’ products are 

avoided. The business is built upon professional indemnity, directors & officers liability and medical malpractice 

products. 

 

Mergers & Acquisitions 

The Syndicate seeks to exploit the high technical barriers to entry in this class and continue to further develop its 

reputation as a lead market, through its technically strong and experienced underwriting teams.  The Syndicate has an 

established reputation as a lead market in this line of business. 

 

The Syndicate offers warranties and indemnities for parties to mergers & acquisitions, as well as tax specific covers.  The 

book is geographically diversified, with the majority of business emanating from the UK, Western Europe, Australia and 

the US.  Further geographical diversification is anticipated in 2018. 
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Managing Agent’s Report (continued) 
 

Business of the Syndicate - Liability Division (continued) 

 

Financial Institutions 

Business is written across a broad range of financial institutions. In response to the economic environment, the 

Syndicate’s exposure to US and Eurozone domiciled accounts continues to reduce.  The unit targets institutional facing 

business rather than retail exposure.  The three main product lines transacted are crime, professional indemnity and 

directors’ & officers’ liability insurance.  

 

Business of the Syndicate - Marine Division 

 

War & Terrorism  

Typical policies provide protection against damage to commercial and residential property due to war, terrorism, strikes 

and riots. There is also cover relating to business interruption arising from the stated perils. Additionally, some aviation 

and marine war contracts have been written. Business is written on a worldwide basis. 

 

High Value Cargo  

This portfolio contains a wide variety of business which includes items such as classic cars, fine art collections and 

private jewellery, along with general specie including diamond mine theft risk and jewellers block. There are also some 

more unusual risks covered such as motorsport on-track damage and off-track storage transit paddock risk. A small 

amount of cash in transit business is also written. Typically, this book is written with lead positions. 

 

Cargo 

This is a more traditional cargo book and covers more standard risks including retail and wholesale stock in stores, 

warehouses and at distribution centres. Additionally, there is a small amount of retail exposure. A significant proportion 

of premium written in this class is written through binding authorities. 

 

Marine Re 

The entire class is comprised of a single binding authority issued to Ironshore Insurance Services LLC (an Ironshore 

group company). It underwrites a selection of North American and Caribbean quota share treaty reinsurances.  Marine 

hull, liability and cargo polices are all contained within this class pertaining to a wide range of vessels engaged in both 

business and leisure activities. 

 

Marine Liability 

The book is composed of both traditional Marine Liability and Energy Liability.  Marine Liability includes risks for P&I, 

charterers’ liability, marine employers’ liability, ship repairers, port authorities and terminal operators.  Energy Liability 

business is predominantly offshore and covers excess liability for oil and gas exploration and production operators, 

drilling contractors and service contractors. 

Business of the Syndicate – Specialty Short Tail Division 

 

Political Risks 

The book is composed of confiscation, contract frustration and trade credit risks.  Business is written on a worldwide 

basis. The term of contracts varies widely, from 60 days up to ten years. 

 

Select Specialist Lines 

The book represents a small part of the overall Syndicate’s income.  All business demonstrates strict profit criteria over a 

period of time.  The main areas of business are kidnap and ransom and environmental and casualty, but additional income 

is sourced from nuclear physical damage and liability exposure and protection and indemnity reinsurance. 

 

Trade Credit 

The Syndicate’s Trade Credit products are organised around the international and domestic trade flows of our clients. 

Internationally and domestically domiciled, manufacturing and trading companies and financial institutions benefit from 

our flexible underwriting guidelines and availability of country and buyer limit capacities.  

 

Agriculture 

The Agriculture book is a diversified portfolio of risks, accepted by way of both proportional and non-proportional 

treaties.  Products marketed to clients include crop, livestock, bloodstock, forestry and aquaculture, and cover multi-peril, 

named peril, and parametric weather.  The Syndicate benefits from an experienced team of technically strong 

underwriters located in the UK, as well from coverholders based in local markets including the US, Australia and China. 

  



SYNDICATE 4000 

6 

 

Managing Agent’s Report (continued) 
 

Business of the Syndicate – Specialty Short Tail Division (continued) 

 

Product Recall 

The Product Recall book offers the following types of coverage: contamination, recall expenses and trade name 

restoration to selected trades.  The majority of the portfolio is underwritten from a lead position, with risks being 

underwritten on a claims made basis, and with policies typically covering periods of between 12 and 18 months. 

 

Business of the Syndicate - Property Division 

 

Property 

The Property book has international exposures, with both primary and excess layer business being written. The 

underwriting strategy of the book is to minimise catastrophe exposure. Risks written include construction sites, factories 

(particularly electronic and food manufacturers) and public buildings. 

 

Property Reinsurance  

The Property Reinsurance account relates predominantly to underwriting on behalf of Special Purpose Syndicate 6125, 

which commenced underwriting for the 2016 year of account.  The Syndicate retains 10% of exposures, ceding the 

remaining 90% to Syndicate 6125. Business is underwritten on a proportional and non-proportional basis, with a broad 

geographical segmentation of exposures. 

 

Onshore and Offshore Energy 

The types of risk written include oil and gas exploration and production including fixed platforms, onshore processing 

and transmission, cost of well control, hull and machinery insurance for drilling contractors with mobile drilling rigs. 

This is an international book with a natural bias towards mature oil and gas provinces. 

 

Construction & Engineering 

Construction & Engineering is underwritten on a worldwide basis through the European offices of a coverholder; 

Ironshore Agency Limited (“IAL”) (an Ironshore group company). Construction products include erection risk, including 

machinery breakdown on an all risk basis. Risks are selected on a project as well as on an annual contract basis. 

 

Business of the Syndicate - Personal Accident Division 

 

The Personal Accident account is written on a worldwide basis with risks placed through a broad range of methods.  The 

account comprises the following sub-classes: individual and group accidental death and disability, worldwide excess of 

loss, medical expenses and kidnap and ransom. 

 

Strategic partnerships through special purpose arrangements 

 

The PMA Strategic Partnership Team has a proven track record of forming and profitably growing SPAs and standalone 

syndicates supported by third party capital providers.   

 

SPA 6110 and Syndicate 2014 

Formed for the 2012 year of account, Syndicate 6110 was a Special Purpose Arrangement (“SPA”) managed by PMA 

and hosted by Syndicate 4000.  Following a successful start-up phase under the management of PMA, Lloyd’s approved 

the application to create a standalone successor, Syndicate 2014, which was formed for the 2014 year of account. It 

benefitted from the continued support of a significant proportion of the capital providers of Syndicate 6110, as well as 

attracting further investment from trade capital. 

  

Syndicate 6110 operated for the 2012 and 2013 underwriting years of account, both of which closed profitably.  The 

2014 and 2015 years of account of Syndicate 2014 have also both closed profitably. 

 

SPA 6125 

For the 2016 year of account, PMA entered into a strategic partnership agreement with Patria Re S.A. (“Patria”) which 

resulted in the formation of an SPA, Patria Syndicate 6125 which is a wholly aligned Special Purpose Arrangement.  The 

capital to support underwriting is provided by Patria Corporate Member Limited (‘PCM’).  Patria and PCM are wholly 

owned subsidiaries of Peña Verde S.A.B. (“Peña Verde”).  Peña Verde is a Mexican domiciled insurance and reinsurance 

group with an established presence in Central and South America. 
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Managing Agent’s Report (continued) 
 

Strategic partnerships through special purpose arrangements (continued) 

 

SPA 6125 (continued) 

As is the case with all SPAs, Patria Syndicate 6125 sources its underwriting by way of quota share reinsurance cessions 

from its host, which is Syndicate 4000.  

 

In addition to the Property Treaty book of business wherein Syndicate 4000 cedes 90% of the book to Syndicate 6125, 

Peña Verde and Syndicate 4000 have also entered into an exposure exchange agreement covering a selection of short tail 

lines of business.  These binding commercial arrangements, supported by cooperation agreements, form the foundations 

of a long term strategic partnership that aims to enhance and develop the underwriting prospects of both parties.  The 

Directors of PMA are of the view that this approach differentiates the service offering of PMA from other turnkey 

providers whose focus is solely on fee income generation. 

 

The forming and profitable growth of further underwriting businesses for third party capital providers, and the 

development of mutually beneficial commercial relationships through strategic partnerships, is a focus for the future 

development of Syndicate 4000. 

 

Review of financial performance 

 

The Syndicate’s key financial indicators are as follows: 

 2017 2016 

 £000 £000 

Syndicate capacity 346,000 285,000 

Gross written premium 414,347 364,965 

(Loss)/profit for the financial year (28,853) 7,256 

Total comprehensive (loss)/income for the financial year (28,727) 8,663 

Combined ratio  111.5% 100.1% 

Investments, cash and deposits 397,233 355,743 

 

The Syndicate has demonstrated an increased level of premium income during the year, but has an overall loss of £28.9m 

(2016: £7.3m profit) largely as a result of claims activity, both catastrophe events and reserve strengthening. 

 

Gross written premiums 

Despite continuing challenging trading conditions, with rates static for much of the year, the Syndicate reports gross 

written premiums for the financial year of £414.3m (2016: £365.0m), representing an increase of 13.5% (2016: 51.0%) 

on the prior year. 39% of the premium growth can be attributed to the Mergers & Acquisitions (“M&A”) business, where 

the growth of the team during 2016 led to increased opportunities in 2017, particularly in the USA; M&A gross written 

premium for the year was £92.3m (2016: £73.0m). The Political Risks division was responsible for 14% of our growth 

and like M&A reflects our strong desire for expansion in areas requiring cross border transactions.  

 

The Syndicate continued to develop distribution opportunities as well as recruit talented underwriting teams to support 

further growth and diversification. IAL began binding risks on behalf of the Syndicate in 2016. IAL is incorporated in the 

UK and has a branch network across continental Europe, with offices in Rotterdam, Cologne and Zurich.  

 

Claims incurred 

The increase in the net loss ratio to 67.2% (2016: 59.3%) is driven by catastrophe events. The combined impact of 

hurricanes Harvey, Irma and Maria on the Syndicate was £19.8m ($25.5m) on a net basis (excluding reinstatement 

premiums). There has also been some strengthening of prior year reserves, predominantly affecting the Agriculture, 

Professional Liability and Financial Institutions classes. 

 

The responsiveness of the Syndicate’s outward reinsurance arrangements partially mitigates the impact of these events. 

 

Other 

Investment return in 2017 was £5.4m (2016: £5.5m).  Net operating expenses (note 5) in 2017 were £132.7m (2016: 

£107.2m), with the increase reflecting premium growth, a lower rate of expense deferral and an element of one-off costs. 

 

Balance sheet 

Syndicate assets have increased by £83.2m to £818.7m (2016: £735.5m) and the total liabilities have increased by 

£120.1m to £865.3m (2016: £745.2m) as a result of business growth. 

 



SYNDICATE 4000 

8 

 

Managing Agent’s Report (continued) 
 

Future prospects 

 

Trading environment 

The catastrophe events of 2017 have led to some rate improvements but the extent of these is yet to be seen. 

 

Strategic approach to growth 

The Syndicate has a sustained track record of disciplined and profitable growth.  However, the 2015 year of account is 

closing at a loss of £5.4m after foreign exchange losses of £7.8m.  Earlier underwriting years managed by PMA closed 

profitably.  At the date of this Annual Report, the 2016 and 2017 open years of account are anticipated to close 

profitably.  The growth and profitability of the Syndicate through the soft market validates the approach to managing the 

Syndicate which is characterised by careful risk selection, opportunistic organic growth of existing lines of business 

where conditions permit and the carefully managed introduction of new products and high calibre underwriting teams. 

 

The Syndicate continues to plan to achieve further disciplined growth in regional markets through the Ironshore 

distribution network of coverholders, particularly in continental Europe through IAL. 

 

The UK decision to leave the European Union (“Brexit”) 

The future prospects of the UK economy are uncertain as a result of the UK’s decision to leave the European Union. 

There is an elevated level of risk currently being experienced by the Lloyd’s and London Market, as it is anticipated to 

result in change for the insurance industry. 

 

The strategy to develop an Ironshore coverholder network in Europe for the benefit of the Syndicate will encounter 

greater challenge as a result of Brexit. Access to the single market is therefore a priority for the Syndicate as well as the 

Lloyd’s and London Market. The Syndicate will adhere to the Lloyd’s Brexit plan.  

 

Research and development 

 

The Syndicate has not participated in any research and development activity during the period. 

 

Staff matters 

 

PMA recognises that its staff members are key resources and seeks to provide a good working environment for its staff 

that is safe and complies with appropriate employee legislation.  During the year there have been no significant injuries to 

staff in the workplace or any significant actions taken by any regulatory bodies with regard to staff matters. 

 

Human resources key performance indicators are reviewed periodically by committees of the Board, and all such 

indicators are in line with the expectations of the Directors. 

 

Environmental matters 

 

PMA does not consider that a business such as a Syndicate at Lloyd’s has an impact upon the environment. As a result, 

PMA does not manage its business by reference to any environmental key performance indicators. 
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Managing Agent’s Report (continued) 
 
Principal risks and uncertainties 

 

The Board sets risk appetite annually as part of the Syndicate’s business planning and capacity setting process. PMA has 

established a Risk Committee which meets at least quarterly to review and update the risk register and to monitor 

performance against risk appetite using a series of key risk indicators. An Own Risk and Solvency Assessment 

(“ORSA”) is completed annually and reviewed on a quarterly basis. The ORSA is used to monitor changes in the risk 

profile of PMA and to ensure that PMA meets its current and future capital requirements. 

 

The principal risks and uncertainties facing the Syndicate are set out in note 2 to the Annual Report. 

 

Directors and officers serving during the year 

 

The Directors and Company Secretary of the managing agent, who served during the year ended 31 December 2017 and 

up to the date of this report, are detailed on page 3. 

 

Annual General Meeting 
 

The Directors do not propose to hold an annual general meeting for the Syndicate. 

 

Auditor 
 

Ernst & Young LLP has signified its willingness to continue in office as auditor. 
 

Disclosure of information to the auditor 
 

The Directors who held office at the date of the approval of this Managing Agent’s Report confirm that, so far as they are 

individually aware, there is no relevant audit information of which the Syndicate’s auditor is unaware and each director 

has taken all the steps that he ought to have taken as director to make himself aware of any relevant audit information and 

to establish that the Syndicate’s auditor is aware of that information. 

 
Board approval 

 

Approved by order of the Board of Pembroke Managing Agency Limited. 

 

 

 

 

 

 

T.A.B.H. Glover  

Director 

15 March 2018 
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Statement of Managing Agent’s Responsibilities 

 
The managing agent is responsible for preparing the Syndicate Annual Accounts in accordance with applicable law and 

regulations. 

 

The Insurance Accounts Directive (Lloyd’s Syndicate and Aggregate Accounts) Regulations 2008 (the 2008 Regulations) 

require the managing agent to prepare Syndicate Annual Accounts at 31 December each year in accordance with United 

Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law).  The 

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; 

 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 syndicate accounts; and 

 assess the Syndicate’s ability to continue to write new business, disclosing as applicable, matters related to its 

ability to continue to operate and use the going concern basis of accounting, unless the managing agent intends 

to cease to operate the Syndicate or has no realistic alternative but to do so. 

 

The managing agent is responsible for keeping proper accounting records which disclose with reasonable accuracy at any 

time the financial position of the Syndicate and enable it to ensure that the Syndicate Annual Accounts comply with the 

2008 Regulations.  It is also responsible for safeguarding the assets of the Syndicate and hence for taking reasonable 

steps for the prevention and detection of fraud and other irregularities. 

 

The managing agent is responsible for the maintenance and integrity of the corporate and financial information included 

on the business’ website.  Legislation in the United Kingdom governing the preparation and dissemination of financial 

statements may differ from legislation in other jurisdictions. 
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Independent Auditor’s Report to The Members of Syndicate 4000 

 

Opinion 

 

We have audited the Syndicate Annual Accounts of Syndicate 4000 (“the Syndicate”) for the year ended 31 December 

2017 which comprise the Statement of Comprehensive Income, the Statement of Members’ Balances, the Statement of 

Financial Position, the Statement of Cash Flows and the related notes 1 to 21, including a summary of significant 

accounting policies. The financial reporting framework that has been applied in their preparation is applicable law and 

United Kingdom Accounting Standards including FRS 102 ‘The Financial Reporting Standard applicable in the UK and 

Republic of Ireland’ and FRS 103 ‘Insurance Contracts’ (United Kingdom Generally Accepted Accounting Practice).  

 

In our opinion, the Syndicate Annual Accounts: 

 give a true and fair view 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 United Kingdom Generally Accepted Accounting Practice; and 

 have been prepared in accordance with the requirements of The Insurance Accounts Directive (Lloyd’s 

Syndicate and Aggregate Accounts) Regulations 2008. 

 

Basis for opinion 
 

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable law. 

Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of the 

Syndicate Annual Accounts section of our report below. We are independent of the Syndicate in accordance with the 

ethical requirements that are relevant to our audit of the Syndicate Annual Accounts in the UK, including the FRC’s 

Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements.  

 

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

 

Use of our report 

 

This report is made solely to the Syndicate’s members, 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 to them 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. 

 

Conclusions relating to going concern 

 

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to report to 

you where: 

 the managing agent’s use of the going concern basis of accounting in the preparation of the Syndicate Annual 

Accounts is not appropriate; or 

 the managing agent has not disclosed in the Syndicate Annual Accounts any identified material uncertainties 

that may cast significant doubt about the Syndicate’s ability to continue to adopt the going concern basis of 

accounting for a period of at least twelve months from the date when the Syndicate Annual Accounts are 

authorised for issue. 
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Independent Auditor’s Report to The Members of Syndicate 4000 (continued) 

 

Other information  
 

The other information comprises the information included in the annual report, other than the Syndicate Annual Accounts 

and our auditor’s report thereon.  The managing agent is responsible for the other information. 

 

Our opinion on the Syndicate Annual Accounts does not cover the other information and, except to the extent otherwise 

explicitly stated in this report, we do not express any form of assurance conclusion thereon.  

 

In connection with our audit of the Syndicate Annual Accounts, our responsibility is to read the other information and, in 

doing so, consider whether the other information is materially inconsistent with the Syndicate Annual Accounts or our 

knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material 

inconsistencies or apparent material misstatements, we are required to determine whether there is a material misstatement 

in the Syndicate Annual Accounts or a material misstatement of the other information. If, based on the work we have 

performed, we conclude that there is a material misstatement of the other information, we are required to report that fact. 

 

We have nothing to report in this regard. 

 

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

Accounts) Regulations 2008 
 

In our opinion, based on the work undertaken in the course of the audit 

 the information given in the managing agent’s report for the financial year in which the Syndicate Annual 

Accounts are prepared is consistent with the Syndicate Annual Accounts, and 

 the managing agent’s report has been prepared in accordance with applicable legal requirements. 

 

Matters on which we are required to report by exception 
 

In the light of the knowledge and understanding of the syndicate and its environment obtained in the course of the audit, 

we have not identified material misstatements in the Managing Agent’s Report. 

 

We have nothing to report in respect of the following matters where The Insurance Accounts Directive (Lloyd’s 

Syndicate and Aggregate Accounts) Regulations 2008 requires us to report to you, if in our opinion: 

 the managing agent in respect of the Syndicate has not kept adequate accounting records;  

 the Syndicate Annual Accounts are not in agreement with the accounting records;  

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

 certain disclosures of the managing agents’ emoluments specified by law are not made. 

 

Responsibilities of the managing agent  
 

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, and for such internal control as the managing agent determines is necessary to enable the preparation of the 

Syndicate Annual Accounts that are free from material misstatement, whether due to fraud or error.  

 

In preparing the Syndicate Annual Accounts, the managing agent is responsible for assessing the Syndicate’s ability to 

continue in operation, disclosing as applicable, matters related to its ability to continue in operation and using the going 

concern basis of accounting unless the managing agent either intends to cease to operate the Syndicate, or has no realistic 

alternative but to do so. 
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Independent Auditor’s Report to The Members of Syndicate 4000 (continued) 

 

Auditor’s responsibilities for the audit of the Syndicate Annual Accounts 
 

Our objectives are to obtain reasonable assurance about whether the Syndicate Annual Accounts as a whole are free from 

material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. 

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs 

(UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are 

considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic 

decisions of users taken on the basis of these Syndicate Annual Accounts.  

 

A further description of our responsibilities for the audit of financial statements is located on the Financial Reporting 

Council’s website at https://www.frc.org.uk/auditorsresponsibilities.  This description forms part of our auditor’s report. 

 

 

 

 

 

 

Andrew R Blackmore (Senior statutory auditor) 

for and on behalf of Ernst & Young LLP, Statutory Auditor 

London 

15 March 2018 
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Statement of Comprehensive Income  
For the year ended 31 December 2017 

 

 

Technical account – general business     

     

  Note 2017  2016 

   £000  £000 

      

Earned premiums, net of reinsurance     

 Gross premiums written 3 414,347  364,965 

 Outward reinsurance premiums  (80,961)  (59,858) 

 Net premiums written  333,386  305,107 

      

Change in the provision for unearned premiums     

 Gross amount  (42,978)  (44,488) 

 Reinsurers’ share  8,633  2,187 

 Change in the net provision for unearned premiums  (34,345)  (42,301) 

      

Earned premiums, net of reinsurance  299,041  262,806 

      

Allocated investment return transferred from the non-technical account  5,374  5,531 

      

Claims incurred, net of reinsurance     

Claims paid     

 Gross amount  (167,617)  (133,788) 

 Reinsurers’ share  32,283  54,708 

 Net claims paid  (135,334)  (79,080) 

      

Change in the provision for claims     

 Gross amount  (93,464)  (83,048) 

 Reinsurers’ share  27,937  6,192 

 Change in the net provision for claims  (65,527)  (76,856) 

      

Claims incurred, net of reinsurance  (200,861)  (155,936) 

      

Net operating expenses 5 (132,671)  (107,167) 

     

      

Balance on the technical account for general business  (29,117)  5,234 

 

All the amounts above are in respect of continuing operations. 
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Statement of Comprehensive Income  
For the year ended 31 December 2017 

 

 

Non-technical account      

      

 Note  2017  2016 

   £000  £000 

      

Balance on the technical account for general business   (29,117)  5,234 

      

Investment income 9  5,783  4,908 

Realised gains on investments 9  477  814 

Investment expenses and charges 9  (258)  (312) 

Unrealised (losses)/gains on investments 9  (628)  121 

Allocated investment return transferred to the technical account 9  (5,374)  (5,531) 

Foreign exchange gains   264  2,022 

      

(Loss)/profit for the financial year    (28,853)  7,256 

      

Other comprehensive income - currency translation differences   1,359  1,384 

Fair value (losses)/gains on available for sale investments   (1,233)  23 

      

      

Total comprehensive (loss)/income for the financial year   (28,727)  8,663 

 

Statement of Changes in Members’ Balances 
For the year ended 31 December 2017 

 Profit and 

loss 

account 

Available 

for sale 

reserve 

Total 

members’ 

balances 
 £000 £000 £000 

    

Balance at 1 January 2017 (9,713) 23 (9,690) 

    

Underlying loss for the financial year (29,836) - (29,836) 

Fair value losses realised on available for sale investments 983 (983) - 

Loss for the financial year (28,853) (983) (29,836) 

Unrealised fair value losses recognised on available for sale investments - (250) (250) 

Fair value currency translation differences 1,359 - 1,359 

Non-standard personal expenses 103 - 103 

Payments of profits to members’ personal reserve funds (8,260) - (8,260) 

    

Balance at 31 December 2017 (45,364) (1,210) (46,574) 

 

For the year ended 31 December 2016 

 Profit and 

loss 

account 

Available 

for sale 

reserve 

Total 

members’ 

balances 
 £000 £000 £000 

    

Balance at 1 January 2016 (13,444) - (13,444) 

    

Underlying profit for the financial year 7,112 - 7,112 

Fair value losses realised on available for sale investments 144 (144) - 

Profit for the financial year 7,256 (144) 7,112 

Unrealised fair value losses recognised on available for sale investments - 167 167 

Fair value currency translation differences 1,384 - 1,384 

Non-standard personal expenses 652 - 652 

Payments of profits to members’ personal reserve funds (5,561) - (5,561) 

    

Balance at 31 December 2016 (9,713) 23 (9,690) 
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Statement of Financial Position 
As at 31 December 2017 

 

 

ASSETS Note  2017  2016 

   £000  £000 

Investments      

Financial investments 10  330,989  291,588 

      

Reinsurers’ share of technical provisions      

Provision for unearned premiums 17  38,924  32,213 

Claims outstanding 17  102,844  79,768 

   141,768  111,981 

Debtors due within one year      

Debtors arising out of direct insurance operations – intermediaries 12  119,699  153,166 

Debtors arising out of reinsurance operations 13  63,977  29,904 

Other debtors – due from other syndicates 14  27,370  20,421 

   211,046  203,491 

Debtors due after one year      

Debtors arising out of direct insurance operations – intermediaries 12  267  26 

Debtors arising out of reinsurance operations 13  39  70 

Other debtors – due from other syndicates 14  4,001  - 

   4,307  96 

      

Other assets      

Cash at bank and in hand   16,447  19,098 

Other assets 11  49,797  45,057 

   66,244  64,155 

Prepayments and accrued income      

Deferred acquisition costs 18  62,807  62,758 

Other prepayments & accrued income   1,575  1,471 

   64,382  64,229 

      

      

TOTAL ASSETS   818,736  735,540 
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Statement of Financial Position 
As at 31 December 2017 

 

 

MEMBERS’ BALANCES AND LIABILITIES Note  2017  2016 

   £000  £000 

Members’ balances      

Members’ balances   (46,574)  (9,690) 

      

Technical provisions      

Provision for unearned premiums 17  254,143  225,118 

Claims outstanding 17  523,820  457,606 

   777,963  682,724 

Creditors due within one year      

Creditors arising out of direct insurance operations – intermediaries 15  1,229  374 

Creditors arising out of reinsurance operations 16  68,856  47,772 

Other creditors   11,353  8,137 

   81,438  56,283 

      

Accruals and deferred income   5,909  6,223 

      

TOTAL MEMBERS’ BALANCES AND LIABILITIES   818,736  735,540 

 

The Syndicate Annual Accounts on pages 14 to 40 were approved by the Board of Pembroke Managing Agency Limited 

on 15 March 2018 and were signed on its behalf by: 

 

 

 

 

 

 

I. G. Lever 

Finance Director 
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Statement of Cash Flows 
For the year ended 31 December 2017 

 

 

 Note  2017  2016 

   £000  £000 

      

Cash flow from operating activities      

      

Operating result   (28,853)  7,256 

      

Adjustments:      

Increase in gross technical provisions   95,239  203,672 

Increase in reinsurers’ share of gross technical provisions   (29,787)  (19,671) 

Increase in debtors   (11,766)  (89,895) 

Increase in creditors   25,155  683 

Movement in other assets and liabilities   (5,097)  (30,565) 

Investment return   (5,374)  (5,531) 

Other    126  1,407 

Net cash inflow from operating activities   39,643  67,356 

      

      

Cash flows from investing activities      

Purchase of equity and debt instruments   (94,619)  (168,248) 

Sale of equity and debt instruments   77,281  154,558 

Investment income received   6,002  4,596 

Foreign exchange   20,620  (40,320) 

Net cash inflow/(outflow) from investing activities   9,284  (49,414) 

      

Cash flows from financing activities      

Profit distributed to members: 

– 2014 year of account (2016: 2013 year of account) 

   

(10,562) 

  

(9,164) 

Other   -  641 

Net cash outflow from financing activities   (10,562)  (8,523) 

      

Net increase in cash and cash equivalents   38,365  9,419 

      

      

Cash and cash equivalents at 1 January   42,610  33,191 

Foreign exchange on cash and cash equivalents   (1,651)  - 

      

Cash and cash equivalents at 31 December   79,324  42,610 

 

 

 

 

Comprises:      

Cash at bank and in hand   16,447  19,098 

Short term deposits with financial institutions 10  62,877  23,512 

      

Cash and cash equivalents at 31 December   79,324  42,610 
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Notes to the Annual Report 
At 31 December 2017 

 

1. Statement of accounting policies 

 

General information 

 

The Syndicate comprises a single corporate member of the Society of Lloyd’s that underwrites insurance business in the 

London market. The corporate member is Ironshore Corporate Capital Limited. The registered address of the corporate 

member and Managing Agent is Level 3, 8 Fenchurch Place, London, EC3M 4AJ. 

 

Compliance with accounting standards 

 

These Financial Statements have been prepared in accordance with United Kingdom Accounting Standards, including 

FRS 102 “The Financial Reporting Standard applicable in the UK and Republic of Ireland”, FRS 103 “Insurance 

Contracts” and the Insurance Accounts Directive (Lloyd’s Syndicate and Aggregate Accounts) Regulations 2008.  There 

were no material departures from those standards. 
 

Basis of preparation 

 

The financial statements have been prepared on a historical cost basis, except for certain financial instruments which are 

measured at fair value. 

 

The financial statements are presented in pounds sterling, which is the Syndicate’s reporting currency, in order for them 

to be consistent with returns provided to Lloyd’s. The Syndicate’s functional currency is US dollars, in order to better 

reflect the underlying business of the Syndicate. All amounts have been rounded to the nearest thousand, unless 

otherwise indicated. 

 

As permitted by FRS 103 the Syndicate continues to apply the existing accounting policies that were applied prior to this 

standard for its insurance contracts. 

 

The Syndicate elected to early-apply the March 2016 amendments to FRS 102, fair value hierarchy disclosures. As a 

result, the fair value hierarchy disclosures comparatives shown in note 10 were prepared on a basis consistent with the 

measurement of the financial instruments. 

 

Going concern basis 

 

These financial statements are prepared on a going concern basis.   

 

Syndicates by their nature only underwrite for single underwriting years on behalf of their supporting members, however 

this is within a context of not finalising results until after 36 months so that typically there are three underwriting years in 

progress at any given time.  In addition, syndicates will normally expect to continue to trade for more underwriting years 

into the future. 

 

The Syndicate’s business activities, together with the factors likely to affect its future development are set out in the 

Business Review contained within the Managing Agent’s Report.  In addition, note 2 to the Annual Report provides 

details of the financial risks the Syndicate is exposed to and how those risks are managed. 

 

The Syndicate has considerable financial resources together with long term relationships with a number of brokers and 

policyholders across different classes of business and geographical areas.  As a consequence, the Directors believe that 

the Syndicate is well placed to manage its business risks successfully despite the current uncertain economic outlook. 

 

The Directors have a reasonable expectation that the Syndicate has adequate resources including the Funds at Lloyd’s of 

the members supporting the Syndicate (as detailed in note 20) to continue in operational existence for the foreseeable 

future. 

 

Use of judgements and estimates 

 

In preparing these financial statements, the Directors of the managing agent have made judgements, estimates and 

assumptions that affect the application of the Syndicate’s accounting policies and the reported amounts of assets, 

liabilities, income and expenses. 
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Notes to the Annual Report 
At 31 December 2017 

 

1. Statement of accounting policies (continued) 

 

Use of judgements and estimates (continued) 

 

Actual results may differ from these estimates. Estimates and underlying assumptions are reviewed on an ongoing basis. 

Revisions to estimates are recognised prospectively. 

 

Provision for claims outstanding 

The measurement of the provision for claims outstanding involves judgements and assumptions about the future that 

have the most significant effect on the amounts recognised in the financial statements.  

 

The provision for claims outstanding comprises the estimated cost of settling all claims incurred but unpaid at the balance 

sheet date, whether reported or not. This is a judgemental and complex area due to the subjectivity inherent in estimating 

the impact of claims events that have occurred but for which the eventual outcome remains uncertain. In particular, 

judgement is applied when estimating the value of amounts that should be provided for claims that have been incurred at 

the reporting date but have not yet been reported (“IBNR”) to the Syndicate. 

 

The amount included in respect of IBNR is based on statistical techniques of estimation applied by the Syndicate 

managing agent’s in house actuaries and reviewed by external consulting actuaries. These techniques generally involve 

projecting from past experience the development of claims over time in view of the likely ultimate claims to be 

experienced and for more recent underwriting, having regard to variations in business accepted and the underlying terms 

and conditions. The provision for claims also includes amounts in respect of internal and external claims handling costs. 

For the most recent years, where a high degree of volatility arises from projections, estimates may be based in part on 

output from rating and other models of business accepted and assessments of underwriting conditions. 

 

Further information about the risk that the provision for claims outstanding could be materially different from the 

ultimate cost of claims settlement is included in note 2. 

 

Estimated premium income 

For certain insurance contracts, premium is initially recognised based on an estimate.  These estimates are judgemental 

and could result in prospective revisions in future accounting periods.  The use of expert judgements and historical 

development patterns are the principle means by which the potential for revisions are minimised. 

 

Basis of accounting 

 

The underwriting results are determined on an annual basis of accounting. Under the annual basis of accounting, the 

incurred cost of claims, commission and related expenses are charged against the earned proportion of premiums, net of 

reinsurance.  The significant accounting policies are detailed below. 

 

Premiums written 

Premiums written comprise direct and inwards reinsurance premiums on contracts incepted during the financial year. 

Premiums are shown gross of brokerage payable to intermediaries and exclude taxes and duties levied on them. Estimates 

are made for pipeline premiums, representing amounts due to the Syndicate not yet notified. 

 

Unearned premiums 

Written premiums are recognised as earned according to the risk profile of the policy. Unearned premiums represent the 

proportion of premiums written that relate to unexpired terms of policies in force at the balance sheet date, calculated on 

the basis of established earnings patterns or time apportionment as appropriate. 

 

Reinsurance premiums ceded 

Outwards reinsurance premiums are accounted for and earned in the same accounting period as the premiums for the 

related direct or inwards business being reinsured.   

 

Acquisition costs 

Acquisition costs include direct costs such as brokerage and commission, and indirect costs such as administrative 

expenses connected with the processing of proposals and the issuing of policies.  The deferred acquisition cost asset 

represents the proportion of acquisition costs which corresponds to the proportion of gross premiums written that is 

unearned at the balance sheet date; this is then earned in future periods in line with the associated premium income. 
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Notes to the Annual Report 
At 31 December 2017 

 

1. Statement of accounting policies (continued) 

 

Basis of accounting (continued) 

 

Claims provisions and related recoveries 

Gross claims incurred comprise the estimated cost of all claims occurring during the year, whether reported or not, 

including related direct and indirect claims handling costs. 

 

The provision for claims outstanding is assessed on an individual case by case basis and is based on the estimated 

ultimate cost of all claims notified but not settled by the balance sheet date, together with the provision for related claims 

handling costs. The provision also includes the estimated IBNR at the balance sheet date based on statistical methods. 

 

These methods generally involve projecting from past experience the development of claims over time to form a view of 

the likely ultimate claims to be experienced for more recent underwriting, having regard to variations in the business 

accepted and the underlying terms and conditions. For the most recent years, where a high degree of volatility arises from 

projections, estimates may be based in part on output from rating and other models of the business accepted and 

assessments of underwriting conditions. The amount of salvage and subrogation recoveries is separately identified and, 

where material, reported as an asset.  
 

The reinsurers’ share of provisions for claims is based on the amounts of 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. A number of 

statistical methods are used to assist in making these estimates. 
 

The two most critical assumptions as regards claims provisions are that the past is a reasonable predictor of the likely 

level of claims development and the rating and other models used for current business are fair reflections of the likely 

level of ultimate claims to be incurred. 

 

The Directors consider that the provisions for gross claims and related reinsurance recoveries are fairly stated on the basis 

of the information currently available to them. However, the ultimate liability will vary as a result of subsequent 

information and events and this may result in significant adjustments to the amounts provided. The methods used, and the 

estimates made, are reviewed regularly. 

 
Unexpired risks provision 

A provision for unexpired risks is made where claims and related expenses arising after the end of the financial period in 

respect of contracts concluded before that date are expected to exceed the unearned premiums and premiums receivable 

under these contracts, after the deduction of any acquisition cost deferred. 
 

The provision for unexpired risks is calculated by reference to classes of business which are managed together, after 

taking into account relevant investment return. 

 

As at 31 December 2017 and 31 December 2016, the Syndicate did not have an unexpired risk provision. 

 

Foreign currencies 

The Syndicate’s functional currency is US dollars. The financial statements are presented in pounds sterling, which is the 

Syndicate’s reporting currency, in order for them to be consistent with returns provided to Lloyd’s.  

 

Transactions in US dollars, Canadian dollars, Australian dollars and euros are translated at the average rates of exchange 

for the period. Transactions denominated in other foreign currencies are included at the rate of exchange ruling at the date 

the transaction is processed. 

 

Monetary assets and liabilities (which include all assets and liabilities arising from insurance contracts including 

unearned premiums and deferred acquisitions costs) denominated in foreign currencies are translated at the rate of 

exchange at the balance sheet date. 

 

Exchange differences arising on the retranslation of opening balance sheet items at the closing balance sheet rate and the 

retranslation of the profit and loss account for the year are recorded in the non-technical account.  Exchange differences 

arising on the retranslation from functional to presentational currency are recorded in Other Comprehensive Income. 
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Notes to the Annual Report 
At 31 December 2017 

 

1. Statement of accounting policies (continued) 

 

Basis of accounting (continued) 

 

Foreign currencies (continued) 

The rates of exchange used to translate monetary balances at the year end in foreign currencies into pounds sterling are as 

follows: 

 

 31 December 

2017 

31 December 

2016 

US dollar 1.35 1.22 

Canadian dollar 1.69 1.66 

Euro 1.13 1.17 

Australian dollar 1.73 1.70 

 

Financial investments 

As permitted by FRS 102, the Syndicate has elected to apply the recognition and measurement provisions of IAS 39 – 

Financial Instruments (as adopted for use in the EU) to account for all of its financial instruments. 

 

The Syndicate classifies its financial investments as either financial assets at fair value through profit or loss (“FVPL”) or 

available for sale (“AFS”).  The Syndicate determines the classification of its financial assets at initial recognition. 

Financial assets are initially recognised at fair value plus, in the case of instruments not at FVPL, directly attributable 

transaction costs. 

 

The classification depends on the purpose for which the investments were acquired or originated. Prior to the Liberty 

acquisition on 1 May 2017, financial assets were classified as FVPL as the Syndicate’s documented investment strategy 

was to manage financial investments acquired on a fair value basis. The AFS category was used only in cases when the 

investments were passively managed. 

 

Due to the acquisition by the Liberty Group on 1 May 2017, the investment classification was re-assessed and it was 

determined that investment assets should be held as AFS, reflecting the intention only to dispose if required for liquidity 

purposes. 

 

FVPL assets comprise two sub categories: financial assets held for trading and those designated as FVPL at inception.  

Investments typically bought with the intention to sell in the near future are classified as held for trading.  For 

investments designated as FVPL, the following criteria must be met: 

 

 The designation eliminates or significantly reduces the inconsistent treatment that would otherwise arise from 

measuring the assets or liabilities or recognising gains or losses on a different basis; or 

 The assets and liabilities are part of a group of financial assets which are managed and their performance 

evaluated on a fair value basis, in accordance with a documented risk management or investment strategy. 

 

These investments are initially recorded at fair value. Subsequent to initial recognition, these investments are re-

measured at fair value at each reporting date.  Fair value adjustments and realised gains and losses are recognised in the 

income statement. 

 

AFS financial assets are non-derivative financial assets that are designated as AFS. These investments are initially 

recorded at fair value. Subsequent to initial recognition, these investments are re-measured at fair value at each reporting 

date. Fair value gains and losses are reported in Other Comprehensive Income as a separate component of members’ 

balances until the investment is derecognised or the investment is determined to be impaired. On derecognition or 

impairment, the cumulative fair value gains and losses previously reported through the statement of Other 

Comprehensive Income is transferred to the income statement. 

 

Cash and cash equivalents 

Cash and cash equivalents in the statement of financial position comprise cash at bank and in hand and short term 

deposits with an original maturity date of three months or less.  For the purpose of the cash flow statement, cash and cash 

equivalents consist of cash and cash equivalents as defined above, where applicable net of outstanding bank overdrafts. 
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Notes to the Annual Report 
At 31 December 2017 

 

1. Statement of accounting policies (continued) 

 

Basis of accounting (continued) 

 

Investment return 

Investment return comprises all investment income, realised investment gains and losses and movements in unrealised 

gains and losses, net of investment expenses, charges and interest. 

 

Investment return is initially recorded in the non-technical account. A transfer is made from the non-technical account to 

the general business technical account. Investment return has been wholly allocated to the technical account as all 

investments are held to support underwriting liabilities. 

 

Realised gains and losses on investments carried at market value are calculated as the difference between sale proceeds 

and carrying value. Unrealised gains and losses on investments represent the difference between the valuation at the 

balance sheet date and their valuation at the previous balance sheet date, or purchase price, if acquired during the year, 

together with the reversal of unrealised gains and losses recognised in earlier accounting periods in respect of investment 

disposals in the current period. 

 

Unrealised and realised gains and losses in financial investments are recognised based on the appropriate classification of 

financial investments and are covered under the accounting policy for financial investments. 

 

Taxation 

Under Schedule 19 of the Finance Act 1993 managing agents are not required to deduct basic rate income tax from 

trading income. In addition, all UK basic rate income tax deducted from syndicate investment income is recoverable by 

managing agents and consequently the distribution made to members is gross of tax. 

 

No provision has been made for any United States Federal Income Tax payable on underwriting results or investment 

earnings. Any payments on account made by the Syndicate are included in the Statement of Financial Position under the 

heading members’ balances. 

 

No provision has been made for any overseas tax payable by members on underwriting results. 

 

Pension costs 

Pembroke Managing Agency Limited operates a defined contribution scheme. Pension contributions relating to syndicate 

staff are charged to the Syndicate and included within net operating expenses. 

 

Profit commission 

Profit commission due from the Syndicate to the managing agent is not payable until after the appropriate year of account 

closes – typically at 36 months. An accrual is calculated and recognised in the financial statements based on the 

cumulative earned underwriting results of each year of account.  

 

Profit commission payable to Lloyd’s coverholders or producing brokers has been provided for on all years of account 

and recognised within acquisition costs.  

 

Insurance receivables 

Insurance receivables are recognised when due and measured on initial recognition at the fair value of the consideration 

received or receivable.  The carrying value of insurance receivables is reviewed for impairment whenever events or 

circumstances indicate that the carrying amount may not be recoverable, with the impairment loss recorded in the income 

statement. Insurance receivables are derecognised when the derecognition criteria for financial assets have been met. 

 

Insurance payables 

Insurance payables are recognised when due and measured on initial recognition at the fair value of the consideration 

received less directly attributable transaction costs.  Insurance liabilities are derecognised when the obligation under the 

liability is settled, cancelled or expired. 
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Notes to the Annual Report 
At 31 December 2017 

 

1. Statement of accounting policies (continued) 

 

Basis of accounting (continued) 

 

Derecognition of financial assets 

A financial asset or, when applicable, a part of a financial asset is derecognised when: 

 The rights to the cash flows from the asset have expired; or 

 The Syndicate retains the right to receive cash flows from the asset or has assumed an obligation to pay the 

received cash flows in full without material delay to a third party under a ‘pass through’ arrangement and either 

(a) the Syndicate has transferred substantially all the risks and rewards of the asset; or (b) the Syndicate has 

neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of 

the asset. 

 

When the Syndicate has transferred its right to receive cash flows from an asset or has entered into a pass-through 

arrangement, and has neither transferred nor retained substantially all the risks and rewards nor transferred control of the 

asset, the asset is recognised to the extent of the Syndicate’s continuing involvement in the asset. Continuing involvement 

that takes the form of a guarantee over the transferred asset is measured at the lower of the original carrying amount of 

the asset and the maximum amount of consideration that the Syndicate could be required to repay. In that case, the 

Syndicate also recognises an associated liability. 

 

2. Risk management 
 

Risk framework 

 

The primary objective of the Syndicate’s risk and financial management framework is to protect the Syndicate’s capital 

provider, Ironshore Corporate Capital Limited, from events that hinder the sustainable achievement of financial 

performance objectives, including failing to exploit opportunities. The Board recognises the critical importance of having 

efficient and effective risk management systems in place. 

 

PMA has an established risk management function for the Syndicate with clear terms of reference from the Board. This is 

supplemented with a clear organisational structure with documented delegated authorities and responsibilities from the 

Board.  The risk management framework which sets out the risk profiles for the Syndicate, risk management, control and 

business conduct standards for the Syndicate’s operations is reviewed annually and any changes are approved by the 

Board. 

 

The Risk Committee and the Board approves the risk management policies and meets regularly to approve any 

commercial, regulatory and organisational requirements of such policies. Significant emphasis is placed on the 

assessment and documentation of existing and emerging risks and controls, including the articulation of risk appetite. 

 

Insurance risk - underwriting 

 

The Syndicate separately defines underwriting risk appetite in respect of market losses and syndicate-specific losses, with 

appetite for the former being greater. 

 

Underwriting risk appetite is expressed at the highest level, as a maximum event-specific net underwriting loss as a 

percentage of syndicate capacity for a specific year of account.  Detailed stochastic modelling of underwriting risk, both 

gross and net of reinsurance, using dynamic financial analysis techniques supports this approach. 

 

PMA’s Board approves the risk appetite limit, after consultation with capital providers considering the relativity between 

willingness to lose and potential forecast profitability for each year of account. The risk appetite will therefore reflect the 

view of forecast profitability, utilising the Syndicate’s latest business plan assumptions. 

 

 

  



SYNDICATE 4000 

25 

 

Notes to the Annual Report 
At 31 December 2017 

 

2. Risk management (continued) 
 

Insurance risk – underwriting (continued) 

 

Principal risks 

The principal risk the Syndicate faces under insurance contracts is that the actual claims and payments or the timing 

thereof, differ from expectations. This is influenced by the frequency of claims, severity of claims, and the development 

of long term claims liabilities. The objective of the Syndicate is to ensure that sufficient reserves are available to cover 

these liabilities. 

 

The risk exposure is mitigated by diversification across a large portfolio of insurance contracts and geographical 

segments. The variability of risks is also improved by careful selection and implementation of underwriting strategy 

guidelines, as well as the use of reinsurance arrangements. 

 

Reinsurance 

Reinsurance allows the Syndicate to manage capital exposure to both frequency and severity.  This includes the 

management of any systemic issues impacting a particular area of the account, as well as catastrophic losses across all 

business areas. 

 

Business is written on the basis of generating a gross profit, regardless of the supporting reinsurance arrangements.  

Business planning and modelling assumptions are based on the expectation that reinsurers will make a profit.  The core 

reinsurance providers to the Syndicate remain constant. 

 

Underwriting Committee 

The Syndicate organises underwriting though the following divisions: Liability, Marine, Specialty Short Tail, Property 

and Personal Accident.  Each division reports to the Underwriting Committee and ultimately the PMA Board.  This 

control process ensures that several layers of review occur for underwriting risks, with the focus being on the main 

components of risk, notably pricing, loss ratio selection, reserving, variations in experience, cycle management, 

reinsurance protection and catastrophe modelling.  

 

Underwriting authorities, underwriting peer reviews of all risks, independent review procedures, and the audit and review 

of delegated arrangements, all contribute to the strength of the underwriting control environment. 

 

PMA records and monitors individual risk exposures on a regular basis to ensure they remain within the policies and 

guidelines set.  

 

Diversification 

Risks usually cover twelve months’ duration, with longer duration risks of up to ten years written in selected accounts 

such as Political Risks and Mergers and Acquisitions. Risks deliberately emanate from a diverse range of sources.  The 

variability of risks is improved by careful selection and implementation of underwriting strategies, which are designed to 

ensure that risks are diversified in terms of type of risk and level of insured benefits. This is largely achieved through 

diversification across industry sectors and geographical segmentation.  

 

Claims management 

To reduce the risk exposure of the Syndicate PMA has put in place strict claim review policies to assess all new and on-

going claims, regular detailed reviews of claims handling procedures and frequent investigation of possible fraudulent 

claims. 

 

The following table gives an indication of the likely quantum and scale of the largest Realistic Disaster Scenarios (on a 

gross basis) estimated for 2017. 

 

Realistic Disaster Scenarios   Gross Net 

   event loss event loss 

   £000 £000 

California Earthquake – Los Angeles   60,266 8,692 

Terrorism – Rockefeller Centre   80,320 9,716 

Terrorism – One World Centre   74,926 9,616 
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Notes to the Annual Report 
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2. Risk management (continued) 
 

Insurance risk – underwriting (continued) 

 

Claims management (continued) 

The geographical concentration of claims liabilities is noted below. The disclosure is based on the countries where 

business is written. The analysis would not be materially different if based on the countries in which the counterparties 

are situated. 

 
 31 December 2017 31 December 2016 

 Gross 

liabilities 

Reinsurance 

of liabilities 

Net 

liabilities 

Gross 

liabilities 

Reinsurance 

of liabilities 

Net 

liabilities 

 £000 £000 £000 £000 £000 £000 

EU 9,267 1,844 7,423 18,238 3,179 15,059 

UK 24,807 4,937 19,870 7,569 1,319 6,250 

USA 69,003 12,335 56,668 49,073 8,554 40,519 

Other 420,743 83,728 337,015 382,726 66,716 316,010 

       

Total 523,820 102,844 420,976 457,606 79,768 377,838 

 

Insurance risk – reserving 

 

Principal risk 

PMA’s reserving policy seeks to ensure appropriate allowance for reserving risk and consistency in reserving from year 

to year.  Booked reserves represent the level of reserves booked at syndicate level. They are prepared on an underwriting 

year and an actuarial best estimate basis. Booked reserves provide the basis for the syndicate results and forecasts.  

 

Actuarial best estimate reserves are intended to be true best estimates, i.e. estimates of expected value claims reserves. 

These are the basis for internal reporting and the derivation of expected loss ratios for business planning. 

 

The following table illustrates the sensitivity of the financial year results (before managing agent’s profit commission) to 

changes in the net loss ratio. 

 

Impact on result and members’ balances (change in net reserves)  2017 2016 

   £000 £000 

Net loss ratio - increase of 5%   (14,952) (13,140) 

Net loss ratio - increase of 10%   (29,904) (26,281) 

 

Mitigation 

The actuarial best estimate reserves are calculated by PMA. The Actuarial function determines the reserves in 

conjunction with extensive discussions with the Underwriting, Claims, Finance and Reinsurance functions. The Directors 

consider, assess and approve the best estimate reserve. 

 

Reserving risk is controlled by the robust application of actuarial methodologies, stepped sign-off procedures, quarterly 

tracking of projected ultimate loss ratios, reassessment of methodologies where appropriate, regular dialogue between 

actuaries and practitioners, and access to historical loss data.  
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2. Risk management (continued) 

 

Regulatory risk 

 

PMA is required to comply with the requirements of the Prudential Regulation Authority, the Financial Conduct 

Authority and Lloyd’s.  Lloyd’s requirements include those imposed on the Lloyd’s market by overseas regulators, 

particularly in respect of US Situs business. Regulatory risk is the risk of loss owing to a breach of regulatory 

requirements or failure to respond to regulatory change. PMA has a Compliance Officer, who monitors regulatory 

developments and assesses the impact on PMA policy. PMA also carries out a compliance-monitoring programme. 

 

Capital framework at 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. 

 

Effective 1 January 2016, Lloyd’s is subject to the Solvency II capital regime. Although the capital regime has changed, 

this has not significantly impacted the Solvency Capital Requirement (“SCR”) of the Syndicate, as Lloyd’s was an early 

adopter of the new regime. Within the supervisory framework, Lloyd’s applies capital requirements at member level and 

centrally to ensure that Lloyd’s complies with Solvency II capital requirements, and beyond that to meet its own financial 

strength, licence and ratings objectives. 

 

Although 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 only apply at overall and member level respectively, 

not at syndicate level. Accordingly, the capital requirement in respect of the Syndicate 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 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 SCR of syndicates is subject to review by Lloyd’s and approval by the Lloyd’s Capital and Planning 

Group. 

 

Lloyd’s applies a capital uplift to the Syndicate’s Solvency Capital Requirement, known as the Economic Capital Uplift 

to derive the Syndicate’s final 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 2017 was 35% of the members’ SCR to ultimate. The ECA for a corporate member is determined by Lloyd’s with 

reference to the ECAs of the syndicates on which the member participates, and the member’s share of each syndicate. 

 

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. 

 

Accordingly, all of the assets less liabilities of the Syndicate, as represented in the members’ balances reported on the 

statement of financial position, represent resources available to meet members’ and Lloyd’s capital requirements. 
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2. Risk management (continued) 

 

Credit risk 

 

Credit risk is the risk that one party to a financial instrument will cause a financial loss to the other party by failing to 

discharge an obligation. The key aspect of credit risk is the risk of default by a reinsurer, insurance intermediary or debt 

holder.  The table below provides information regarding the credit risk exposure of the Syndicate at 31 December 2017 

by classifying assets according to Standard & Poor’s credit ratings of the counterparties for assets not yet due. AAA is 

the highest possible rating. Assets that fall outside the range of AAA to BBB and below are classified as speculative 

grade and have not been rated. 

 

As at 31 December 2017 AAA AA A BBB and 

below 

Not rated Total 

 £000 £000 £000 £000 £000 £000 

Variable yield securities - 29,880 32,997 - - 62,877 

Debt securities 69,113 71,441 109,034 18,524 - 268,112 

Overseas deposits - - 49,797 - - 49,797 

Reinsurers share of outstanding claims - 7,205 82,283 13,351 5 102,844 

Reinsurance debtors not yet past due - 796 13,255 3,879 401 18,331 

Cash at bank and in hand - 11,938 4,509 - - 16,447 

       

Total 69,113 121,260 291,875 35,754 406 518,408 

 
As at 31 December 2016 AAA AA A BBB and 

below 

Not rated Total 

 £000 £000 £000 £000 £000 £000 

Variable yield securities - 14,271 9,241 - - 23,512 

Debt securities 75,427 81,042 100,949 10,658 - 268,076 

Overseas deposits - - 45,057 - - 45,057 

Reinsurers share of outstanding claims - 7,767 67,407 4,529 65 79,768 

Reinsurance debtors not yet past due - 1,431 20,904 1,171 357 23,863 

Cash at bank and in hand - 9,958 9,140 - - 19,098 

       

Total 75,427 114,469 252,698 16,358 422 459,374 

 

An Ironshore Group Security Committee reviews all reinsurer counterparties with whom PMA wishes to conduct 

business and sets credit limits for the recoveries due from each reinsurer.  The review includes an analysis of the financial 

strength of the reinsurer, its payment performance record and standing in the market. Thereafter, management of 

reinsurer credit risk follows active and regular review, with the assistance of outside expertise, of the credit rating and 

financial exposure to all approved reinsurers. 

 

Broker credit risk limits are determined depending on the grading of the relevant broker and exposures monitored against 

limits on a monthly basis. Investment credit risk is managed through investment management guidelines and quarterly 

compliance reports. 

 

During the year, no credit exposure limits were exceeded. 
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2. Risk management (continued) 

 

Credit risk (continued) 

 

The tables below show the maximum exposure to credit risk (including an analysis of financial assets exposed to credit 

risk) for the components of the statement of financial position. The maximum exposure is shown gross, before the effect 

of any mitigation arrangements. 

 
As at 31 December 2017 Not yet due Past due 

by three 

months 

Past due 

three to six 

months 

Past due 

over six 

months 

Greater 

than one 

year 

Total 

 £000 £000 £000 £000 £000 £000 

Variable yield securities 62,877 - - - - 62,877 

Debt securities 268,112 - - - - 268,112 

Overseas deposits 49,797 - - - - 49,797 

Reinsurers share of outstanding claims 102,844 - - - - 102,844 

Reinsurance debtors 18,331 1,157 1,480 - 3,325 24,293 

Cash at bank and in hand 16,447 - - - - 16,447 

Insurance debtors 69,320 14,367 11,027 15,127 10,125 119,966 

Other debtors 157,630 4,757 3,651 5,009 3,353 174,400 

       

Total 745,358 20,281 16,158 20,136 16,803 818,736 

 

As at the balance sheet date, all financial assets of the Syndicate are unimpaired (2016: all unimpaired). 

 
As at 31 December 2016 Not yet due Past due 

by three 

months 

Past due 

three to six 

months 

Past due 

over six 

months 

Greater 

than one 

year 

Total 

 £000 £000 £000 £000 £000 £000 

Variable yield securities 23,512 - - - - 23,512 

Debt securities 268,076 - - - - 268,076 

Overseas deposits 45,057 - - - - 45,057 

Reinsurers share of outstanding claims 79,768 - - - - 79,768 

Reinsurance debtors 23,863 2,033 367 - - 26,263 

Cash at bank and in hand 19,098 - - - - 19,098 

Insurance debtors 62,865 18,035 26,481 32,791 13,020 153,192 

Other debtors 118,387 437 641 794 315 120,574 

       

Total 640,626 20,505 27,489 33,585 13,335 735,540 

 

Liquidity risk 

 

Liquidity risk is the risk that the Syndicate will encounter difficulty in meeting obligations associated with financial 

instruments.  In respect of catastrophic events there is also a liquidity risk associated with the timing differences between 

gross cash outflows and expected reinsurance recoveries.  

 

The Syndicate is subject to calls on cash resources, mainly in respect of claims on insurance business, on a daily basis.  

PMA operates and maintains procedures designed to ensure that cash is available to settle liabilities and other obligations 

when due without excessive cost to the business. 

 

The procedures set limits for cash required to meet expected cash flows. Contingency arrangements exist to meet 

liquidity requirements in extreme circumstances. 
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2. Risk management (continued) 

 

Liquidity risk (continued) 

 

The table below summarises the maturity profile of the Syndicate’s financial liabilities based on remaining undiscounted 

contractual obligations, including interest payable, and outstanding claim liabilities based on the estimated timing of 

claim payments resulting from recognised insurance liabilities. Repayments which are subject to notice are treated as if 

notice were to be given immediately. 

 
As at 31 December 2017 Up to one 

year 

One to three 

years 

Three to five 

years 

Greater than 

five years 

 

Total 

 £000 £000 £000 £000 £000 

Claims outstanding 187,836 228,842 67,886 39,256 523,820 

Creditors 81,438 - - - 81,438 

      

Total 269,274 228,842 67,886 39,256 605,258 

      

As at 31 December 2016 Up to one 

year 

One to three 

years 

Three to five 

years 

Greater than 

five years 

 

Total 

 £000 £000 £000 £000 £000 

Claims outstanding 188,758 179,761 53,426 35,661 457,606 

Creditors 56,283 - - - 56,283 

      

Total 245,041 179,761 53,426 35,661 513,889 

 

Operational risk 

 

This is the risk that errors caused by people, processes or systems lead to losses to the Syndicate. PMA seeks to manage 

this risk with detailed procedure manuals and a structured programme of testing of processes and systems by internal 

audit. 

 

Market risk 

 

Interest rate risk 

Interest rate risk is the risk that the value or future cash flows of a financial instrument will fluctuate because of changes 

in market interest rates. Floating rate instruments expose the Syndicate to cash flow interest risk, whereas fixed rate 

instruments expose the Syndicate to market value interest risk. The Syndicate has no significant concentration of interest 

rate risk. Insurance liabilities are not discounted and therefore not exposed to interest rate risk. 

 

The analysis below is performed for reasonably possible movements in interest rates with all other variables held 

constant, showing the impact on profit and members’ balance of the effects of changes in interest rates on fixed rate 

financial assets and variable rate financial assets. 

 

Interest rate risk 2017 2016 

 £000 £000 

Impact of 50 basis point increase on result (3,302) (3,386) 

Impact of 50 basis point decrease on result 3,475 3,410 

   

Impact of 50 basis point increase net assets (3,302) (3,386) 

Impact of 50 basis point decrease net assets 3,475 3,410 

 

Currency risk 

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes 

in foreign exchange rates. 

 

The Syndicate writes a significant proportion of insurance business in currencies other than pounds sterling, which 

creates an exposure to currency risk. The Syndicate seeks to manage this exposure by matching foreign currency assets 

and liabilities. 
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2. Risk management (continued) 
 

Market risk (continued) 

 

Currency risk (continued) 

The table below summarises the exposure of financial assets and liabilities to foreign currency exchange risk at the 

balance sheet date.  

 
As at 31 December 2017 GBP USD EUR CAD AUD Total 

 £000 £000 £000 £000 £000 £000 

Financial investments 59,184 180,625 31,157 60,023 - 330,989 

Reinsurers’ share of technical provisions 47,070 84,806 7,842 706 1,344 141,768 

Insurance assets 43,154 114,150 9,024 9,656 7,998 183,982 

Cash and overseas deposits 17,613 8,191 5,202 11,574 23,664 66,244 

Other assets 31,182 53,749 5,234 3,809 1,779 95,753 

       

Total assets 198,203 441,521 58,459 85,768 34,785 818,736 

       

Technical provisions (195,370) (443,754) (51,309) (65,454) (22,076) (777,963) 

Insurance liabilities (17,284) (40,250) (8,205) (2,982) (1,364) (70,085) 

Other creditors (11,670) (4,232) (1,187) (64) (109) (17,262) 

       

Total liabilities (224,324) (488,236) (60,701) (68,500) (23,549) (865,310) 

       

       

Currency surplus/(deficiency) (26,121) (46,715) (2,242) 17,268 11,236 (46,574) 

 

As at 31 December 2016 GBP USD EUR CAD AUD Total 

 £000 £000 £000 £000 £000 £000 

Financial investments 53,824 168,690 12,839 51,541 4,695 291,589 

Reinsurers’ share of technical provisions 50,387 54,755 4,032 2,146 661 111,981 

Insurance assets 32,270 128,639 5,366 10,745 6,146 183,166 

Cash and overseas deposits 31,297 7,841 8,073 12,058 4,885 64,154 

Other assets 33,342 42,905 3,183 3,661 1,559 84,650 

       

Total assets 201,120 402,830 33,493 80,151 17,946 735,540 

       

Technical provisions (194,984) (373,702) (31,791) (65,978) (16,269) (682,724) 

Insurance liabilities (10,236) (30,796) (3,278) (3,195) (641) (48,146) 

Other creditors (23,081) 9,280 (378) (125) (56) (14,360) 

       

Total liabilities (228,301) (395,218) (35,447) (69,298) (16,966) (745,230) 

       

       

Currency surplus/(deficiency) (27,181) 7,612 (1,954) 10,853 980 (9,690) 

 

The table below gives an indication of the impact on the result of a percentage change in the relative strength of pounds 

sterling against the value of the US dollar, Canadian dollar, Australian dollar and euro simultaneously.  

 

 2017 2016 

 £000 £000 

Sterling weakens   

10% against other currencies (2,199) (1,590) 

20% against other currencies (4,949) (2,915) 

Sterling strengthens   

10% against other currencies 1,800 1,944 

20% against other currencies 3,299 4,373 
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An analysis of the underwriting result before investment return is set out below: 
2017 Gross Gross Gross Gross Reinsurance Total 

 premiums premiums claims operating balance  

 written earned incurred expenses   

 £000 £000 £000 £000 £000 £000 

       

Direct insurance:       

Accident & health 25,989 25,501 (12,751) (13,840) (1,909) (2,999) 

Marine aviation and transport 21,881 25,291 (36,164) (9,939) 9,985 (10,827) 

Fire and other damage to property 59,155 60,332 (63,609) (22,452) 10,087 (15,642) 

Third party liability 182,175 132,182 (74,361) (52,786) (13,104) (8,069) 

Miscellaneous 43,824 48,017 (21,888) (15,711) (10,059) 359 

 333,024 291,323 (208,773) (114,728) (5,000) (37,178) 

       

Reinsurance 81,323 80,046 (52,308) (26,501) 1,450 2,687 

       

Total  414,347 371,369 (261,081) (141,229) (3,550) (34,491) 

 

2016 Gross Gross Gross Gross Reinsurance Total 

 premiums premiums claims operating balance  

 written earned incurred expenses   

 £000 £000 £000 £000 £000 £000 

       

       

Direct insurance:       

Accident & health 22,282 28,938 (13,728) (14,449) (1,522) (761) 

Marine aviation and transport 17,539 19,013 (20,256) (7,369) 7,000 (1,612) 

Fire and other damage to property 45,486 40,678 (22,233) (14,706) (2,769) 970 

Third party liability 141,853 99,756 (61,913) (38,208) 2,403 2,038 

Miscellaneous 44,681 47,026 (31,996) (15,709) 7,763 7,084 

 271,841 235,411 (150,126) (90,441) 12,875 7,719 

       

Reinsurance 93,124 85,066 (66,710) (23,479) (2,893) (8,015) 

       

Total  364,965 320,477 (216,836) (113,920) 9,982 (297) 

 

Commissions on direct insurance gross premiums during 2017 were £77.1m (2016: £72.1m).  

 

The reinsurance balance is the aggregate total of all those items in the technical account which relate to outwards 

reinsurance transactions including items recorded as reinsurance commission and profit participations. 

 

All premiums were concluded in the UK. 

 

The geographical analysis of gross premiums written by destination is as follows: 

 2017 2016 

 £000 £000 

   

UK 133,745 117,704 

Other EU countries 58,195 56,426 

US 157,055 114,886 

Other 65,352 75,949 

   

Total 414,347 364,965 
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4. Claims incurred, net of reinsurance 

 

Prior year reserve development 

In setting claims provisions, the Syndicate gives consideration to the probability and magnitude of future experience 

being more adverse than assumed and exercises a degree of caution in setting reserves where there is considerable 

uncertainty. In general, the uncertainty associated with the ultimate claims experience in an underwriting year is greatest 

when the underwriting year is at an early stage of development and the margin necessary to provide the necessary 

confidence in the provisions adequacy is relatively at its highest. As claims develop, and the ultimate cost of claims 

becomes more certain, the relative level of margin maintained should decrease. However, due to the uncertainty inherent 

in the estimation process, the actual overall claim provision may not always be in surplus. 
 
Claims incurred, net of reinsurance, include adverse prior year development of £14.5m (2016: £11.1m).  

 

Prior year claims development is analysed by line of business in the table below: 

 2017 2016 

 £000 £000 

   

   

Accident & health (1,217) 706 

Marine aviation and transport (959) 95 

Fire and other damage to property 3,163 1,558 

Third party liability  (9,874) (7,939) 

Miscellaneous 656 337 

Reinsurance (6,231) (5,876) 

   

Adverse development (14,462) (11,119) 

 

Gross claims development 
Pure underwriting year 2011 2012 2013 2014 2015 2016 2017 Total 

 £000 £000 £000 £000 £000 £000 £000 £000 

Estimate of cumulative claims incurred         

At the end of the underwriting year 44,786 49,721 69,253 59,927 58,884 87,705 110,692  

One year later 117,458 105,000 182,536 127,136 139,872 212,588   

Two years later 115,937 111,258 196,938 151,504 155,805    

Three years later 110,309 111,287 204,782 152,833     

Four years later 106,071 129,018 202,086      

Five years later 105,619 132,620       

Six years later 105,570        

         

Less: cumulative payments to date (86,810) (101,863) (139,392) (91,981) (74,732) (59,100) (11,580)  

Ultimate claims reserve – 2011 to 2017 18,760 30,757 62,694 60,852 81,073 153,488 99,112 506,736 

Ultimate claims reserve – 2010 & prior        17,084 

         

Gross claims outstanding provision         523,820 
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4. Claims incurred, net of reinsurance (continued) 

 

Net claims development 
Pure underwriting year 2011 2012 2013 2014 2015 2016 2017 Total 

 £000 £000 £000 £000 £000 £000 £000 £000 

Estimate of cumulative claims incurred         

At the end of the underwriting year 33,030 32,621 44,217 48,704 49,741 73,174 79,656  

One year later 87,606 70,976 119,280 106,939 118,316 171,628   

Two years later 91,551 81,370 133,048 115,310 135,249    

Three years later 90,240 77,051 132,992 116,389     

Four years later 87,108 83,973 131,493      

Five years later 86,729 85,451       

Six years later 86,111        

         

Less: cumulative payments to date (71,157) (60,699) (85,513) (68,504) (56,353) (48,714) (7,114)  

Ultimate claims reserve – 2011 to 2017 14,954 24,752 45,980 47,885 78,896 122,914 72,542 407,923 

Ultimate claims reserve – 2010 & prior        13,053 

         

Net claims outstanding provision         420,976 

 

5. Net operating expenses 

  2017 2016 

  £000 £000 

    

Acquisition costs  116,893 105,232 

Change in deferred acquisition costs  (2,333) (7,595) 

Administrative expenses  26,669 16,283 

Gross operating expenses  141,229 113,920 

Reinsurers’ commissions  (8,558) (6,753) 

    

Net operating expenses  132,671 107,167 

 

6. Auditor’s remuneration 

  2017 2016 

  £000 £000 

Fees payable to the Syndicate’s auditor for:     

Audit of the Syndicate Annual Accounts  44 34 

Other services pursuant to regulations and Lloyd’s byelaws  110 108 

Other non-audit services  82 80 

    

  236 222 

 

Auditor’s remuneration is included as part of administrative expenses in note 5. 
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7. Staff numbers and costs 

 

All staff were employed by Pembroke Managing Agency Limited.  The following amounts were recharged to the 

Syndicate in respect of salary costs: 

  2017 2016 

  £000 £000 

    

    

Wages and salaries  12,571 12,203 

Social security costs  1,723 1,335 

Other pension costs  603 668 

Other  517 163 

    

  15,414 14,369 

 

The average number of employees employed by the managing agent but working for the Syndicate during the year was as 

follows: 

  2017 2016 

  Number Number 

    

    

Administration and finance  18 23 

Underwriting  77 85 

Claims  13 12 

Compliance  12 16 

Other  5 4 

    

  125 140 

 

8. Emoluments of the Directors of Pembroke Managing Agency Limited 

 

The Directors of Pembroke Managing Agency Limited received the following aggregate remuneration charged to the 

Syndicate and included within net operating expenses: 

  2017 2016 

  £000 £000 

    

Emoluments  2,215 1,213 

Pension contributions  3 64 

    

  2,218 1,277 

 

In addition to the emoluments disclosed above, payments totalling £0.3m (2016: nil) in respect of compensation for loss 

of office were made to Directors during the year. No other director related compensation or amounts considered to 

represent key management personnel compensation was charged to the Syndicate. 

 

The active underwriter received the following remuneration charged as a syndicate expense: 

  2017 2016 

  £000 £000 

    

Emoluments  544 222 

Pension contributions  - 18 

    

  544 240 
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9. Investment return 

 2017 2016 

 £000 £000 

   

Interest from financial instruments designated as at fair value through profit or loss - 3,173 
Interest from available for sale investments 4,477 884 

Interest on cash at bank 277 100 

Interest on overseas deposits 1,029 751 
Investment income 5,783 4,908 

   

Other income from investments designated as at fair value through profit or loss:   

Realised (losses)/gains (506) 670 
Unrealised (losses)/gains (628) 121 
 (1,134) 791 

Other income from investments designated as available for sale:   

Realised gains 983 144 
   

Investment management charges (258) (312) 

   

   

Total investment return transferred to the technical account 5,374 5,531 

 

Average funds available for investment during the year disclosed in original currency : 2017 2016 

 ‘000 ‘000 

Sterling 82,026 61,768 

United States dollars 238,486 243,609 

Canadian dollars 109,835 105,326 

Euro 33,336 15,377 

Australian dollars 31,352 10,562 

   

Converted to sterling 370,841 326,250 

 

Gross calendar year investment yield : 2017 2016 

 % % 

Sterling 1.38 1.94 

United States dollars 1.79 2.17 

Canadian dollars 1.00 0.89 

Euro 0.67 1.09 

Australian dollars 1.78 1.63 

   

Converted to sterling 1.52 1.80 

 

“Average funds” are the average of bank balances, overseas deposits and investments held at the end of each quarter 

during the calendar year. For this purpose, investments are revalued at month-end market prices, which include accrued 

income where appropriate. 
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10. Financial investments 

 2017 2017 2016 2016 

 Market 

Value 

Cost Market 

Value 

Cost 

 £000 £000 £000 £000 

     

Short term deposits with financial institutions 62,877 62,877 23,512 23,512 

Debt securities and other fixed income securities:     

- Designated at fair value through profit or loss - - 137,622 138,056 

- Available for sale 268,112 270,140 130,454 130,431 

     

 330,989 333,017 291,588 291,999 

 

As a result of the acquisition by the Liberty Group, £116.9m of financial investments designated as fair value through 

profit or loss were transferred to the available for sale classification to better reflect management intentions. There was 

no impact on the fair value gains/(losses) reported in the income statement as result of this reclassification.  

 

The Syndicate classifies its financial instruments held at fair value in the balance sheet using a fair value hierarchy, as 

follows: 

 

Level 1 Included in the level 1 category are financial assets that are measured by reference to published quotes in an 

active market.  A financial instrument is regarded as quoted in an active market if quoted prices are readily 

and regularly available from an exchange, dealer, broker, industry syndicate, pricing service or regulatory 

agency and those prices represent actual and regularly occurring market transactions on an arm’s length 

basis. 

Level 2 Included in the level 2 category are financial assets measured using a valuation technique based on 

assumptions that are supported by prices from observable current market transactions.  For example, assets 

for which pricing is obtained via pricing services but where prices have not been determined in an active 

market, financial assets with fair values based on broker quotes, investments in private equity funds with fair 

values obtained via fund managers and assets that are valued using the Syndicate’s own models whereby the 

significant inputs into the assumptions are market observable. 

Level 3 Included in the level 3 category are financial assets measured using a valuation technique (model) based on 

assumptions that are neither supported by prices from observable current market transactions in the same 

instrument nor are they based on available market data.  Therefore, observable inputs reflect the Syndicate’s 

own assumptions about the assumptions that market participants would use in pricing the asset.  These 

inputs are developed based on the best information available, which might include the Syndicate’s own data. 

 

2017 Level 1 Level 2 Level 3 Total 

 £000 £000 £000 £000 

Short term deposits with financial institutions 62,877 - - 62,877 

Debt securities and other fixed income securities - 268,112 - 268,112 

     

Total 62,877 268,112 - 330,989 

 

2016 Level 1 Level 2 Level 3 Total 

 £000 £000 £000 £000 

Short term deposits with financial institutions 23,512 - - 23,512 

Debt securities and other fixed income securities 268,076 - - 268,076 

     

Total 291,588 - - 291,588 
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11. Other assets 

 

Other assets comprise overseas deposits which are lodged as a condition of conducting underwriting business in certain 

countries. 

 

12. Debtors arising out of direct insurance operations 

  2017 2016 

  £000 £000 

Amounts due from intermediaries:    

Due within one year  119,699 153,166 

Due after one year  267 26 

    

  119,966 153,192 

 

13. Debtors arising out of reinsurance insurance operations 

  2017 2016 

  £000 £000 

Due within one year  63,977 29,904 

Due after one year  39 70 

    

  64,016 20,974 

 

14. Other debtors 

  2017 2016 

  £000 £000 

Amounts due from other syndicates:    

Due within one year  27,370 20,421 

Due after one year  4,001 - 

    

  31,371 20,421 

 

15. Creditors arising out of direct insurance operations 
 

  2017 2016 

  £000 £000 

Amounts due to intermediaries:    

Due within one year  1,229 374 

 

16. Creditors arising out of reinsurance insurance operations 

  2017 2016 

  £000 £000 

    

Due within one year  68,856 47,772 
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17. Technical provisions 

  2017    2016  

 Gross RI Net  Gross RI Net 

 £000 £000 £000  £000 £000 £000 

Incurred claims outstanding:        

Claims notified 167,451 (55,427) 112,024  98,248 (28,444) 69,804 

Claims incurred but not reported 290,155 (24,341) 265,814  225,174 (37,303) 187,871 

Balance at 1 January 457,606 (79,768) 377,838  323,422 (65,747) 257,675 

Change in prior year provisions 151,607 (34,969) 116,638  28,060 (16,942) 11,118 

Expected cost of current year claims 109,474 (25,251) 84,223  188,776 (43,958) 144,818 

Claims paid during the year (167,617) 32,283 (135,334)  (133,788) 54,708 (79,080) 

Effect of exchange rates (27,250) 4,861 (22,389)  51,136 (7,829) 43,307 

        

Balance as at 31 December 523,820 (102,844) 420,976  457,606 (79,768) 377,838 

        

Claims notified 191,848 (65,339) 126,509  167,451 (55,427) 112,024 

Claims incurred but not reported 331,972 (37,505) 294,467  290,155 (24,341) 265,814 

        

Balance as at 31 December 523,820 (102,844) 420,976  457,606 (79,768) 377,838 

        

Unearned premiums        

Balance at 1 January 225,118 (32,213) 192,905  155,630 (26,564) 129,066 

Premiums written during the year 414,347 (80,961) 333,386  364,965 (59,858) 305,107 

Premiums earned during the year (371,369) 72,328 (299,041)  (320,477) 57,671 (262,806) 

Effect of exchange rates (13,953) 1,922 (12,031)  25,000 (3,462) 21,538 

        

Balance at 31 December 254,143 (38,924) 215,219  225,118 (32,213) 192,905 

 

18. Deferred acquisition costs 

  2017 2016 

  £000 £000 

    

Balance at 1 January  62,758 48,297 

Change in deferred acquisition costs  2,333 7,595 

Effect of exchange rates  (2,284) 6,866 

    

  62,807 62,758 

 

19. Related parties  

 

Managing agent 

The Syndicate is managed by Pembroke Managing Agency Limited (“PMA”).  The immediate parent company of PMA 

is Pembroke JV Limited. 

 

Syndicate 2014 

The Directors of PMA have made a working capital facility available to Syndicate 2014, a non-aligned syndicate also 

managed by PMA, in the form of an inter-syndicate loan from Syndicate 4000.  The balance of the loan as at 31 

December 2017 was £16.9m (2016: £10.6m) and is included in other debtors in note 14.  Interest on amounts outstanding 

charged to Syndicate 2014 in the financial year totalled £0.3m (2016: £0.4m).  

 

Syndicate 6125 

The Syndicate cedes business by way of variable rate quota share arrangements to Special Purpose Syndicate 6125, 

which is also managed by PMA. The creditor balance relating to this arrangement as at 31 December 2017 is £23.7m 

(2016: £10.7m), and the debtor balance is £10.9m (2016: £3.9m). 
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19. Related parties (continued) 

 

Capital 

Capital to support the underwriting of the Syndicate is provided by Ironshore Corporate Capital Limited (“ICCL”). 

ICCL’s immediate parent company is Ironshore International Limited which is ultimately owned (with effect from 1 May 

2017) by Liberty Mutual Holding Company Inc. ICCL participates on the 2018 year of account of Syndicate 2014 on the 

same commercial basis as other Names participating on that syndicate. 

 

Ultimate parent company 

The ultimate parent company of Ironshore Corporate Capital Limited and Pembroke Managing Agency Limited is 

Liberty Mutual Holding Company Inc., a company registered in the United States of America. 

 

Related party disclosure exemption 

The Syndicate has taken advantage of the exemption given by FRS 102 Section 33 Related Party Disclosures to wholly 

owned subsidiary undertakings, by not disclosing information on related party transactions with entities that are part of 

the group, or investees of the group qualifying as related parties. 

 

20. Funds at Lloyd’s 

 

Every member is required to hold capital at Lloyd’s which is held in trust and known as Funds at Lloyd’s (“FAL”) and 

these funds are intended primarily to cover circumstances where syndicate assets prove insufficient to meet participating 

members’ underwriting liabilities. 

 

The level of FAL that Lloyd’s requires a member to maintain is determined by Lloyd’s based on PRA requirements and 

resource criteria. FAL has regard to a number of factors including the nature and amount of risk to be underwritten by the 

member and the assessment of the reserving risk in respect of business that has been underwritten. Since FAL is not 

under the management of the managing agent, no amount has been shown in these accounts by way of such capital 

resources. However, the managing agent is able to make a call on the members’ FAL to meet liquidity requirements or to 

settle losses. 

 

21. Off balance sheet items 

 

The Syndicate has not been a party to any arrangements which are not reflected in its Statement of Financial Position, 

where material risks and benefits arise to the Syndicate. 

 

 




