I;Qﬂ NEPHILA

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

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

The directors of Nephila Syndicate Management Limited (“NSML") present their annual report, which
incorporates the strategic review, together with the audited financial statements for the year ended 31
December 2023.

The audited financial statements are prepared in accordance with the Insurance Accounts Directive (Lloyd’s
Syndicate and Aggregate Accounts) Regulation 2008 and FRS 102 and FRS 103, being applicable Accounting
Standards in the United Kingdom, and in accordance with the provisions of Schedule 3 of the Large and
Medium-sized Companies and Groups (Accounts and Reports) Regulations relating to insurance companies.

Principal activity and review of the business

NSML is the managing agent for Syndicate 2357 (“the Syndicate”), whose principal activity is underwriting
general insurance and reinsurance business at Lioyd's of London (“Lloyd’s”).

The Syndicate writes predominately worldwide property reinsurance and MGA insurance business, primarily
in the United States. The Syndicate also writes weather reinsurance business with risks typically outside the
United States.

Results

The Syndicate reported a $311.6m profit for the 2023 financial year (2022: profit of $189.1m). The calendar
year combined ratio was 25.5% (2022: 57.5%).

Gross premiums written by class of business for the calendar year were as follows:

2023 2022

$'000 $'000

MGA Insurance 135,000 287,098
Reinsurance 297,932 296,457
Total 432,932 583,555

The Syndicate's key performance indicators for the financial year were as follows:

2023 2022

$'000 $'000

Gross premiums written 432,932 583,555
Profit for the financial year 311,600 189,106
Loss ratio 10.6% 45.0%
Expense ratio 14.9% 12.6%
Combined ratio 25.5% 57.5%

The combined ratio is the ratio of net claims incurred and net operating expenses to net premiums earned.
Lower ratios represent better performance.

The Syndicate’s underwriting year of account results for the 2021 closed year of account and forecast results
for the two open years were as follows:

2021 2022 2023

YOA YOA YOA

Closed Open Open

Capacity ($'000) 642,319 532,672 482,600
Result/forecast ($'000) 206,366 202,649 *
Return on capacity (%) 32.1% 38.0% *

*A formal forecast range for the 2023 year of account is not released at the time of publishing.
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Managing agent’s report — continued
Principal risks and uncertainties

The NSML Board has overall responsibility and accountability for the establishment and oversight of the
Syndicate’srisk management framework. The Board has responsibility for identifying and assessing all material
risks and reviewing the Syndicate’s actual risk exposure against stated risk appetite on a regular basis. The
principal risks and uncertainties to which the Syndicate is exposed are set out below.

Insurance risk

Insurance risk includes the risk associated with inaccurate or inadequate pricing of insurance policies,
inappropriate or poorly controlled underwriting guidelines or authority limits (underwriting risk), higher
frequency or severity of claims experience (claims risk), or inadequate or insufficient loss reserving (reserving
risk). The NSML Board manages insurance risk through the approved business plan, which sets out targets for
volumes, pricing, line sizes and exposure metrics by class of business. The Board has in place confrols and
governance processes designed to monitor performance against the business plan through the year.

Credit risk

Credit risk is the risk of financial loss to the Syndicate if a counterparty fails to discharge a confractual
obligation. The notable exposure for the Syndicate is reinsurance counterparty risk which is the risk of default
by one or more of the Syndicate’s reinsurers and intermediaries. NSML's policy is that the Syndicate will only
reinsure with approved reinsurers, either of high credit rating (rating of A- or better from an external credit
rafing agency) or supported by collateralisation, where required. NSML's Executive Committee monitors
reinsurer ratings and is required to approve all new and renewing reinsurers before business is placed with
them.

Market risk

The Syndicate is exposed to market risk through fluctuations in interest rates or exchange rates. Exposure to
foreign exchange movements arises where there are mismatches between assets and liabilities within the
currencies in which the Syndicate transacts. NSML's policy is to maintain, where possible, income and
expenditure in the core currencies in which they are received or paid. Any surplus or deficit arising as a result
of this policy is subject to review by the Executive Committee and where required currency frades are
performed with the aim of eliminating currency mismatches.

The Syndicate’s exposure to changes in interest rates arises though its investment portfolio. NSML seeks to
minimise this risk by investing only in fixed interest securities or high-quality floating rate notes.

Liquidity risk
Liquidity risk is the risk that the Syndicate will not be able to meet its obligations as they fall due, owing to a
shortfallin cash. To mitigate this risk the Syndicate holds invested funds in high credit quality and short duration

investments. Cash flow projections, under both normal and stressed condifions, are reviewed on a regular
basis to identify potential liquidity strains to allow tfimely remedial action to be taken.

Operational risk

This is the risk that errors caused by people, processes, systems and external events lead to losses to the
Syndicate. NSML seeks to manage this risk using an operational risk and control framework throughout the
Syndicate, detailed procedures manuals and a structured programme of testing of processes and systems by
Risk Management and Internal Audit. Business continuity and disaster recovery and succession plans are in
place and are regularly updated and fested.
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Managing agent’s report — continued
Principal risks and uncertainties — continued

Operational risk - continued

Regulatory risk is the risk that regulatory requirements are not identified and/or implemented or are
misinterpreted and/or not complied with resulting in regulatory penalties. NSML is required to comply with the
requirements of the Financial Conduct Authority (FCA), Prudential Regulatory Authority (PRA) and Lloyd'’s.
Lloyd's requirements include those imposed on the Lloyd’s market by overseas regulators, particularly in
respect of US situs business. NSML's Director of Risk and Compliance is responsible for monitoring business
activity and regulatory developments and assesses any impact on NSML.

The Syndicate has no appetite for failing to treat customers fairly. The Syndicate manages and monitors ifs
conduct risk through a suite of risk indicators and reporting metrics as part of its documented conduct risk
framework.

Group / Strategic risks

Group Risk is the risk of contagion that arises from being associated with key stakeholders and the impact that
activities and events that occur within other connected or third parties have on the business.

Strategic risk covers the risks faced by the Syndicate due to changes in underlying strategy of the business or
that of its key stakeholders (including strategic conflicts of interest).

Climate change

The Syndicate is exposed to both climate related risk and opportunities. The two major categories of risk being
physical risk and fransition risk. Physical risks are those relating to the physical impacts of climate change such
as increased frequency and severity of climate related events or longer-term shifts in climate patterns.
Transition risks are those relating fo the fransition to a lower carbon economy and include risks such as policy
and legalrisk, technology risk and reputation risk. The Syndicate underwrites a portfolio of natural catastrophe
and climate risks and is therefore more significantly impacted by physical risk, whilst also recognising and
giving due consideration o transition risk. Transition risk exposures on the asset side of the Syndicate’s balance
sheet from climate change is limited given the composition of the Syndicate’s investment portfolio;
notwithstanding, the securities in the investment portfolio are regularly reviewed for any potential climate risk
exposures.

The Syndicate’s underwriting operatfions consider the impact of climate change and manage this risk
effectively by validating and calibrating catastrophe risk models through an in-house data and research
team, making adjustments to catastrophe risk models to reflect Nephila's view of the potential impacts of
climate change and risks that are not captured in vendor models.

The Syndicate has developed a policy for Environmental, Social and Governance (ESG) which outlines the
approach to the management of ESG impacts whilst considering relevant stakeholders, namely employees,
customers, and the communities where it operates and fransacts business. The Syndicate continues to
enhance ifs processes for the evaluation of ESG factors in its underwriting approach and wider business
operations.

The Syndicate has articulated its climate risk appetite and there are clear tolerances in place to acftively
manage exposures; these are monitored by and reported to the Executive Committee and the Board
regularly. The Syndicate has considered the principles of the PRA 3/19 Supervisory Statement on financial risks
arising from climate change and implemented them into its processes where relevant. The work performed
fo date has not resulted in any material impact on the Syndicate’s business strategy or changed ifs
understanding of the impact climate related risks have on the business. The Syndicate will continue to monitor
the climate risk landscape throughout 2024 and respond to regulations where appropriate.
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Managing agent’s report — continued

Future developments

The Syndicate will confinue fo transact the current classes of general direct insurance and reinsurance
business. If opportunities arise to write new classes of business, these will be investigated at the appropriate
time.

The capacity for the 2024 year of account is $449.6m (£354.0m).

Post balance sheet events
Details of post balance sheet events are disclosed in note 18 of the financial statements.

Going concern

In assessing going concern for the Syndicate, the Directors reviewed the budgets and forecasts as well as
the available sources of capital and the uses of that capital and associated cash flow for the Syndicate.
After consideration of these factors, the Directors have concluded that it is appropriate to adopt the going
concern basis of accounting.

Directors
Details of the Directors of the Managing Agent that were serving at the year end and up to the date of
signing of the Syndicate annual accounts are provided on page 3. Changes to directors were as follows:-

J A H G Cartwright Appointed 25 January 2023
A l'UHaqg Resigned 25 January 2023
G C Butterworth Resigned 1 April 2023

C N Bare Resigned 22 April 2023

L Taylor Appointed 2 August 2023
W F Majors Resigned 7 December 2023
S G Drysdale Appointed 5 January 2024
A J Wilkinson Appointed 8 February 2024

Disclosure of information to the auditor

So far as each person who was a director of the Managing Agent at the date of approving the report is
aware, there is no relevant audit information, being information needed by the Syndicate auditor in
connection with the auditor's report, of which the auditor is unaware. Having made enquiries of fellow
directors of the Managing Agent and the Syndicate's auditor, each director has taken all the steps that he or
she ought to have taken as a director to become aware of any relevant audit information and to establish
that the Syndicate's auditor is aware of that information.

Auditor
The Managing Agent intends to reappoint Deloitte LLP as the Syndicate’s auditor.

Syndicate Annual General Meeting
As permitted under the Syndicate Meetings (Amendment No 1) Byelaw (No 18 of 2000) the Managing Agent
does not propose holding an annual meeting this year.

On behalf of the Board:

A G Beatty
CEO
26 February 2024
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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
Regulations”) require the managing agent to prepare Syndicate annual financial statements as at 31
December each year in accordance with the United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards and applicable law) including FRS 102 and FRS 103. The Financial
Reporting Standard applicable in the UK and Republic of Ireland. The Syndicate annual accounts are
required by law to give a frue and fair view of the state of affairs of the Syndicate as af that date and of its
profit or loss for that year.

In preparing the Syndicate annual financial statements, the managing agent is required to:

— select suitable accounting policies, which are applied consistently, subject to changes arising on the
adoption of new accounting standards in the year;

— make judgements and accounting estimates that are reasonable and prudent;
— state whether applicable UK Accounting Standards have been followed, subject to any material
departures disclosed and explained in the financial statements; and

— prepare the annual financial statements on the going concern basis unless it is inappropriate to presume
that the Syndicate will continue in business.

The managing agent is responsible for keeping adequate accounting records which disclose with reasonable
accuracy at any time the financial position of the Syndicate and enable it to comply with the Insurance
Accounts Directive (Lloyd's Syndicate and Aggregate Accounts) Regulations 2008. It is also responsible for
safeguarding the assefs 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 annual accounts may differ from legislation in other jurisdictions.
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Independent Auditor’s report to the member of Syndicate 2357

Report on the audit of the syndicate annual financial statements

Opinion
In our opinion the syndicate annual financial statements of Syndicate 2357 (the ‘syndicate’):

e give atrue and fair view of the state of the syndicate’s affairs as at 31 December 2023 and of its profit
for the year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in
the UK and Republic of Ireland”; and

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

We have audited the syndicate annual financial statements which comprise:

e the profit and loss account;

e the balance sheet;

e the statement of changes in member’s balances;
e the statement of cashflows;

¢ the accounting policies; and

o therelated notes 1 to 18.

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

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 financial statements section of our report.

We are independent of the syndicate in accordance with the ethical requirements that are relevant to our
audit of the syndicate annual financial statements in the UK, including the Financial Reporting Council’s (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.

Conclusions relating to going concern
In auditing the financial statements, we have concluded that the managing agent’'s use of the going
concern basis of accounting in the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events
or conditions that, individually or collectively, may cast significant doubt on the syndicate’s ability to continue
in operations for a period of at least twelve months from when the syndicate financial statements are
authorised for issue.

Our responsibilities and the responsibilities of the managing agent with respect to going concern are
described in the relevant sections of this report.
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Independent Auditor’s report to the member of Syndicate 2357 - continued

Other information

The other information comprises the information included in the annual report, other than the syndicate
annual financial statements and our auditor’s report thereon. The managing agent is responsible for the other
information contained within the annual report. Our opinion on the syndicate annual financial statements
does not cover the other information and, except to the extent otherwise explicitly stated in our report, we
do not express any form of assurance conclusion thereon.

Our responsibility is fo read the other information and, in doing so, consider whether the other information is
materially inconsistent with the syndicate annual financial statements, or our knowledge obtained in the
course of 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 this gives rise to a
material misstatement themselves. If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Responsibilities of managing agent

As explained more fully in the managing agent’s responsibilities statement, the managing agent is responsible
for the preparation of the syndicate annual financial statements 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
preparafion of syndicate annual financial statements that are free from material misstatement, whether due
to fraud or error.

In preparing the syndicate annual financial statements, the managing agent is responsible for assessing the
syndicate’s ability to continue in operation, disclosing, as applicable, matters related to the syndicate’s ability
to confinue in operation and to use the going concern basis of accounting unless the managing agent
intends to cease the syndicate’s operations, or has no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the syndicate annual financial statements

Our objectives are to obtain reasonable assurance about whether the syndicate annual financial statements
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 financial statements.

A further description of our responsibilities for the audit of the syndicate annual financial statements is located
on the FRC's website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s
report.
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Independent Auditor’s report to the member of Syndicate 2357 - continued

Extent to which the audit was considered capable of detecting irregularities, including fraud

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect material misstatements in respect of
iregularities, including fraud. The extent to which our procedures are capable of detecting irregularities,
including fraud is detailed below.

We considered the nature of the syndicate and ifs control environment, and reviewed the syndicate’s
documentation of their policies and procedures relating to fraud and compliance with laws and regulations.
We also enquired of management, about their own identification and assessment of the risks of irregularities.

We obtained an understanding of the legal and regulatory frameworks that the syndicate operates in, and
identified the key laws and regulations that:

e had a direct effect on the determinatfion of material amounts and disclosures in the financial
statements. These included the Insurance Accounts Directive (Lloyd's Syndicate and Aggregate
Accounts) Regulations 2008 and the Lloyd’s Syndicate Accounting Byelaw (no. 8 of 2005); and

e do not have a direct effect on the financial statements but compliance with which may be
fundamental to the syndicate’s ability to operate or to avoid a material penalty. These included the
requirements of Solvency Il

We discussed among the audit engagement team, including relevant internal specialists such as actuarial
and IT specialists, regarding the opportunities and incentives that may exist within the organisation for fraud
and how and where fraud might occur in the financial statements.

As a result of performing the above, we identified the greatest potential for fraud in the following areas, and
our specific procedures performed to address it are described below:

e Valuation of technical provisions includes assumptions and methodology requiring significant
management judgement and involves complex calculations, and therefore there is potential for
management bias. There is also a risk of overriding controls by making late adjustments to the
technical provisions. In response to these risks, we involved our actuarial specialists to develop
independent estimates of the technical provisions and we tested the late journal entries to technical
provisions.

e Recognition of premiums earned on a non-linear basis requires significant management judgements
and assumptions about the timing in the incidence of risk and therefore there is potential for
management bias through manipulation of the non-linear earning curves. There is also a risk of
overriding controls by making late adjustments to the unearned premium reserves. Inresponse to these
risks, we involved actuarial specialists fo audit the earning curves and we tested the late journal entries
to unearned premium reserves.

In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to
the risk of management override. In addressing the risk of fraud through management override of confrols,
we tested the appropriateness of journal enfries and other adjustments; assessed whether the judgements
made in making accounting estimates are indicative of a potential bias; and evaluated the business rationale
of any significant transactions that are unusual or outside the normal course of business.

In addition to the above, our procedures to respond to the risks identified included the following:

e reviewing financial statement disclosures by festing to supporting documentation o assess
compliance with provisions of relevant laws and regulations described as having a direct effect on
the financial statements;

e performing analytical procedures to identify any unusual or unexpected relationships that may
indicate risks of material misstatement due to fraud;

e enquiring of management, concerning actual and potential litigation and claims, and instances of
non-compliance with laws and regulations; and

¢ reading minutes of meetings of those charged with governance and reviewing correspondence with
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Lloyd’s, the FCA and the PRA.

Independent Auditor’s report to the member of Syndicate 2357 - continued

Report on other legal and regulatory requirements

Opinions on other matters 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:

e the information given in the managing agent’s report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and

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

In the light of the knowledge and understanding of the syndicate and its environment obtained in the course
of the audit, we have noft identified any material misstatements in the managing agent’s report.

Matters on which we are required to report by exception
Under The Insurance Accounts Directive (Lloyd's Syndicate and Aggregate Accounts) Regulations 2008 we
are required to report in respect of the following matters if, in our opinion:

e the managing agent in respect of the syndicate has not kept adequate accounting records; or
e the syndicate annual financial statements are not in agreement with the accounting records; or
e we have not received all the information and explanations we require for our audit.

We have nothing to report in respect of these matters.

Use of our report

This report is made solely to the syndicate’s members, as a body, in accordance with regulation 10 of 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’'s members as a body, for our audit
work, for this report, or for the opinions we have formed.

Adam Knight (Senior statutory auditor)

For and on behalf of Deloitte LLP
Statutory Auditor

London, United Kingdom

27 February 2024
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Profit and loss account
For the year ended 31 December 2023

Technical account — general business

2023 2022
Notes $'000 $'000
Gross premiums written 4 432,932 583,555
Outward reinsurance premiums (110,642) (145,939)
Premiums written, net of reinsurance 322,290 437,616
Change in provision for unearned premiums
— gross amount 5 55,494 (667)
—reinsurers’ share 5 5,701 (6,387)
Earned premiums, net of reinsurance 383,485 430,562
Claims paid
— gross amount (214,631) (439,470)
—reinsurers’ share 122,295 226,278
Net claims paid (92,336) (213,192)
Change in the provision for claims:
— gross amount 5 141,701 71,433
—reinsurers’ share 5 (90,022) (51,871)
Claims incurred, net of reinsurance (40,657) (193,630)
Net operating expenses 6 (57,097) (54,077)
Balance on the technical account - general business 285,731 182,855
Non-technical account 2023 2022
Notes , .
$'000 $'000
Investment income 26,913 5,591
Unrealised gains / (losses) on investments 4,013 163
Investment expenses and charges (421) (330)
(Loss) / Profit on foreign exchange (4,636) 827
Profit for the financial year 311,600 189,106

All of the amounts above are in respect of continuing operations.

There is no other comprehensive income in the accounting period other than that reported within the
technical and non-technical accounts. Accordingly, a separate statement of comprehensive income has

not been presented.
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The notes 1 to 18 form an integral part of these financial statements.
Statement of changes in member’s balances

For the year ended 31 December 2023

2023 2022

Notes $'000 $'000

Balance at start of year 275,307 81,528

Profit for the financial year 311,600 189,106

Transactions with member, recorded directly in member’s balances:

— (Distribution of profit) / collection of deficit to / from member (8.842) 4,673

Balance at end of year 578,065 275,307
The notes 1 to 18 form an infegral part of these financial statements.
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Balance sheet
As at 31 December 2023

Assets 2023 2022
Notes $'000 $'000
Investments - financial investments 9 525,808 356,737
Reinsurers' share of provision for unearned premiums 5 34,331 28,629
Reinsurers' share of claims outstanding 5 225,217 315,239
Reinsurers' share of technical provisions 259,548 343,868
Debtors arising out of underwriting operations 10 378,704 488,676
Debtors — amounts falling due within one year 378,704 488,676
Cash and cash equivalents 12 307,245 270,689
Overseas deposits 13 4,453 3,974
Other assets 311,698 274,663
Deferred acquisition costs 10,008 19,796
Prepayments and accrued income 10,008 19,796
Total assets 1,485,766 1,483,740
The notes 1 to 18 form an integral part of these financial statements.
15 of 37
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Balance sheet — continued
As at 31 December 2023

Liabilities 2023 2022
Notes $'000 $'000
Member's balances 578,065 275,307

Provision for unearned premiums 5 93,652 148,322
Claims outstanding 5 618,180 755,050
Technical provisions 711,832 903,372
Creditors arising out of reinsurance operations 11 191,578 252,263
Other creditors 14 1,957 50,000
Creditors - amounts falling due within one year 193,535 302,263
Accruals and deferred income 2,334 2,798
Total liabilities 907,701 1,208,433
Total liabilities and member’s balances 1,485,766 1,483,740

The notes 1 to 18 form an integral part of these financial statements.

These financial statements were approved by the Board of Nephila Syndicate Management Limited on
26th February 2024 and signed on its behalf by:

J AH G Cartwright
Finance Director
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Statement of cash flows
For the year ended 31 December 2023

Reconciliation of operating profit to net cash outflows from operating activities

2023 2022
$'000 $'000
Operating activities
Profit on ordinary activities 285,731 182,855
Adjustments for:
Change in net technical provisions (107,220) (22,032)
Change in debtors 109,972 63,305
Change in creditors (108,728) (117,651)
Change in other assets / liabilities 8,845 (11,014)
Exchange (losses) / gains (3.758) 7,452
Net cash flows from operating activities 184,842 102,915
Investing activities
Purchase of financial investments (522,718) (356,737)
Proceeds from sale of financial investments 356,737 393,706
Investment income 27,415 5,477
Net cash flows from investing activities (138,564) 42,446

Financing activities
Payments of profit to member’s personal reserve fund (8.842) -
- 4,673

Collection of deficit and cash calls from member

Net cash flows from financing activities (8,842) 4,673
Neft increase in cash and cash equivalents 37,434 150,034
Cash and cash equivalents at 1 January 270,689 127,333
Effect of exchange rates on opening cash and cash equivalents (878) (6,678)
Cash and cash equivalents at 31 December 307,245 270,689
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I;Qﬂ NEPHILA

Notes to the financial statements

1. Basis of preparation
Statement of compliance

The financial statements have been prepared in accordance with The Insurance Accounts Directive (Lloyd's
Syndicate and Aggregate Accounts) Regulations 2008 and FRS 102 and FRS 103, being applicable UK GAAP
accounting standards, and in accordance with the provisions of Schedule 3 of the Large and Medium-sized
Companies and Groups (Accounts and Reports) Regulations relating to insurance companies.

The principal accounting policies are summarised below. They have all been applied consistently throughout
the year and the preceding year.

Having faken into account the risks and uncertainties and the performance of the Syndicate as disclosed in
the managing agent’s report, which incorporates the strategic report, and after making inquiries, the directors
have a reasonable expectation that continued capital support will be in place such that the Syndicate will
confinue to write business for the foreseeable future. Accordingly, the Financial Statements continue to adopt
the going concern basis of accounting.

The financial statements are prepared under the historical cost convention except for certain financial
instruments which are measured aft fair value.

The financial statements are prepared in US dollars which is the functional and presentational currency of the
Syndicate and rounded to the nearest $'000.

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.

2. Accounting policies
Critical accounting judgements and key sources of estimation uncertainty

In the preparation of the financial statements, the directors of NSML have made judgements, estimates and
assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and
liabilities at the date of the accounts, and the reported amounts of income and expenses during the reporting
period. Actual results may differ from those estimates.

Critical judgements in applying the syndicate’s accounting policies

There are no crifical judgements, apart from those involving estimations in the process of applying the
syndicate’s accounting policies.

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertainty at the balance
sheet date, that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year, are discussed below.

i. Provision for claims oufstanding

The provision for claims comprises amounts set aside for reported claims and incurred but notreported (‘IBNR’)
claims. The estimate of IBNR is subject to a greater degree of uncertainty than reported claims as it is based
on stafistical techniques of estimation applied by actuaries as outlined below. Provision for claims outstanding
is disclosed in note 5.

ii. Premium earning patterns (provision for unearned premium)

Premiums written are recognised as earned over the period of the policy on a time apporfionment basis
having regard to the incidence of risk. A degree of estimation is required in determining the earning profile of
a policy where the incidence of risk is non-linear. Unearned premium is disclosed in note 5.
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Notes to the financial statements — continued
2. Accounting policies — continued
Significant accounting policies

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

Premiums

Premiums written comprise premiums on contracts incepted during the financial year. Premiums are shown
gross of brokerage payable and exclude taxes and duties levied on them. Estimates are made for pipeline
premium, representing amounts due to the syndicate not yet notified.

Outwards reinsurance premiums are accounted for in the same accounting period as the premiums for the
related direct inwards business.

Unearned premiums

Premiums written are recognised as earned over the period of the policy on a time apportionment basis
having regard fo the incidence of risk. In some cases a non-linear earnings pattern is considered appropriate
due to the fiming in incidence of risk. Unearned premiums represent the proportion of premiums written in the
year that relate to the unexpired period of policies in force at the balance sheet date.

Unearned reinsurance premiums are deferred over the term of the underlying policies for risks-attaching
contracts and over the term of the reinsurance contract for losses-occurring contracts.

Claims

Claims incurred represent the cost of claims and settlement expenses paid during the financial year, together
with the movement in provisions for outstanding claims and claims incurred but not reported (IBNR').
Reinsurance recoveries are accounted for in the same period as the incurred claims for the related business.

The provision for claims comprises amounts set aside for claims noftified and IBNR. The amount included in
respect of IBNR is based on statistical techniques of estimation applied by actuaries, on a best estimate basis,
and reviewed annually by external consulting actuaries. These techniques generally use projections, based
on past experience of the development of claims over fime, to form a view of the likely ultimate claims to be
experienced. 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 condifions.

The reinsurers’ share of provisions for claims is based on calculated 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 and the claims experience for the year. The Syndicate uses a number of
staftistical techniques to assist in making these estimates.

Accordingly, 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 that 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, ultimate liability will vary as a result of
subsequent information and events and this may result in significant adjustments to the amounts provided.

Adjustments to the amounts of claims provisions established in prior years are reflected in the financial
statements for the period in which the adjustments are made. The methods used, and the estimates made,
are reviewed regularly.

Sensitivities of claims incurred and claims development table are included in note 3 of the financial
statements.
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Notes to the financial statements — continued

2. Accounting policies — continued
Deferred acquisition costs

Acquisition costs comprise the direct expenses of concluding insurance contracts written during the financial
year. Acquisition costs are accrued over a period equivalent to that over which the underlying business is
underwritten and are charged fo the accounting periods in which the related premiums are earned. Deferred
acquisition costs represent the proportion of acquisition costs incurred in respect of unearned premiums at
the balance sheet dafe.

Liability adequacy testing

At each reporting date, liability adequacy tests are performed to ensure the adequacy of the claims liabilities
net of deferred acquisition costs and unearned premium reserves. If that assessment shows that the carrying
amount of insurance liabilities is inadequate in the light of estimated future cash flows, the entire deficiency
is immediately recognised in the profit and loss account.

A provision for unexpired risks is made where anticipated claims and related expenses arising after the end
of the financial year in respect of contracts concluded before that date, are expected to exceed the
unearned premiums under these contracts, after the deduction of any deferred acquisition costs. The
provision for unexpired risks is calculated separately by reference to classes of business which are managed
together, after taking info account relevant investment return.

At 31 December 2023 and 31 December 2022 the Syndicate did not have an unexpired risk provision.
Reinsurance assets

The Syndicate cedes insurance and reinsurance risk in the normal course of business. Reinsurance assets
represent balances due from reinsurance companies. Amounts recoverable from reinsurers are estimated in
a manner consistent with the outstanding claims provision or settled claims associated with the reinsurer's
policies and are in accordance with the related reinsurance contract.

Reinsurance assets are reviewed for impairment at each reporting date, or more frequently, when an
indication of impairment arises during the reporting year. Impairment occurs when there is objective evidence
as aresult of an event that occurred after initial recognition of the reinsurance asset that the Syndicate may
not receive all outstanding amounts due under the terms of the contract and the event has a reliably
measurable impact on the amounts that the Syndicate will receive from the reinsurer. The impairment loss is
recorded in the profit and loss account.

Gains or losses on buying reinsurance are recognised in the profit and loss account immediately at the date
of purchase and are not amortised. There were no such gains recognised in 2023 or 2022.

Ceded reinsurance arrangements do not relieve the Syndicate from its obligations to policyholders.
Insurance and reinsurance receivables

Insurance and reinsurance receivables are recognised when due and measured on initial recognition at the
fair value of the consideration received or receivable. Subsequent to initial recognition, insurance and
reinsurance receivables are measured at amortised cost, using the effective interest rate method. The
carrying value of insurance and reinsurance 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 profit and loss account.

Insurance and reinsurance receivables are not recognised 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. Subsequent to initial recognition, they are
measured at amortised cost using the effective interest rate method. Insurance payables are derecognised
when the obligatfion under the liability is seftled, cancelled or expired.
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Notes to the financial statements — contfinued
2. Accounting policies — continued

Investment refurn

All investment return is recognised in the non-technical account.

Investment refurn comprises all investment income, realised investment gains and losses and movements in
unrealised gains and losses, net of investment expenses, charges and interest.

Realised gains or losses represent the difference between the net sales proceeds and purchase price.

Unrealised gains and losses represent the difference between the valuation at the balance sheet date and
their purchase price. The movement in unrealised gains and losses therefore includes the reversal of previously
recognised unrealised gains and losses on investments disposed of in the current year.

Investments

All financial assets are designated as fair value through the profit or loss account upon initial recognition
because they are managed and their performance is evaluated on a fair value basis. These financial assets
are initially recognised at fair value with any transaction costs being expensed through the profit and loss
account.

For quoted investments where there is an active market, the fair value is the quoted bid price at the balance
sheet date. For quoted investments where there is no active market, the fair value is determined by reference
to prices for similar assets in active markets. For investments where there is no active market and no similar
assets in active markets, a fair value is derived from inputs that are not based on observable market data.

Realised and unrealised gains and losses arising from changes in the fair value of financial assets at fair value
through profit and loss are included in the profit and loss account in the period in which they arise.

Cash and cash equivalents

Cash and cash equivalents represent cash balances, money market deposits with banks and other short-term
highly liguid investments purchased within three months of maturity.

Financial liabilities

The Syndicate's financial liabilities include trade and other payables, borrowings and insurance payables,
where applicable. All financial liabilities are recognised initially at fair value and, in the case of loans and
borrowings, net of directly attributable fransaction costs.

A financial liability is derecognised when the obligation under the liability is discharged or expires.
Foreign currencies

Foreign currency fransactions are converted to the presentational and functional currency of the Syndicate
(US dollar) using the exchange rates prevailing at the date of the fransactions. Assets and liabilities
denominated in foreign currency are revalued to functional currency at year end exchange rates and the
resultant differences are recognised as gains and losses in the non-technical account.

The following balance sheet rates of exchange have been used in the preparation of these accounts:

31 December 31 December

2023 2022
GBP 0.787 0.833
EUR 0.906 0.942
JPY 141.535 132.258
AUD 1.472 1.475
NZD 1.583 1.583
CAD 1.323 1.358
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Notes to the financial statements — continued

2. Accounting policies — continued
Tax

Under Schedule 19 of the Finance Act 1993, managing agents are not required to deduct basic rate income
fax 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 the member is gross
of tax. Capital appreciation falls within frading income and is also distributed gross of tax.

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

Profit commission
NSML does not charge the Syndicate a profit commission.

3. Risk management
Governance framework

The NSML Board is responsible for managing the risks of the Syndicate and has a comprehensive governance
structure and risk management framework in place. The risk management framework enables risks to be
identified, assessed, managed and reported. The Board also has a suite of comprehensive risk appetite
statements which reflect the Syndicate’s risk profile, business strategy and financial goals.

The Board is also responsible for ensuring that the Syndicate’s Internal Model is embedded in the operation
of its business and that the model is used to improve both the understanding of risk and the quality of the
decision making at all levels across the business.

Risk management is an integral part of the Syndicate's decision-making and routine management and is
incorporated within the strategic and operational planning processes. As part of the risk management
framework, NSML has comprehensive policies and procedures in place which outline controls and business
conduct standards for day to day operations. Employees are expected to manage risk as defined through
their roles. This ensures that an assessment of risk remains central to decision-making.

The Governance, Risk and Compliance Function maintains the risk and governance frameworks and this
includes investigation and challenge around issues and events which may affect the Syndicate’s
understanding or management of risk.

Risk assessments are conducted on new projects, processes, systems and commercial activities to ensure that
these are aligned with the Syndicate’s objectives and goals. Any risks or opportunities arising from these
assessments are identified, analysed and reported to the Board or appropriate committee.

Capital management objectives, policies and approach
Capital framework at Lioyd'’s

The Society of Lloyd's (Lloyd's) is a regulated undertaking and subject to the supervision of the Prudential
Regulatory Authority (PRA) under the Financial Services and Markets Act 2000.

Within the supervisory framework, Lioyd's applies capital requirements at member level and centrally to ensure
that Lloyd's complies with Solvency Il 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 Il and Lloyd's capital requirements apply at overall and member level only
respectively, not at Syndicate level. Accordingly the capital requirement in respect of Syndicate 2357 is not
disclosed in these financial statements.
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Notes to the financial statements — continued

3. Risk management — confinued
Capital management objectives, policies and approach - continued

Lloyd's capital setting process

In order to meet Lloyd's requirements, each Syndicate is required to calculate its Solvency Capital
Requirement (“SCR") for the prospective underwriting year. This amount must be sufficient to cover a 1 in 200
year loss, reflecting uncertainty in the ultimate run-off of underwriting liabilities (SCR 'to ultimate'). The
Syndicate must also calculate its SCR at the same confidence level but reflecting uncertainty over a one year
time horizon (one year SCR) for Lioyd's to use in meeting Solvency Il requirements. The SCRs of each Syndicate
are subject to review by Lloyd's and approval by the Lioyd's Capital and Planning Group.

A Syndicate may be comprised of one or more underwriting members of Lioyd's. Each member is liable for its
own share of underwriting liabilities of the Syndicate on which it is participating but not on other members’
shares. Accordingly, the capital requirement that Lloyd's sets for each member operates on a similar basis.
Each member's SCR shall thus be determined by the sum of the member's share of the Syndicate SCR 'to
ultimate'. Where a member participates on more than one Syndicate, a credit for diversification is provided
to reflect the spread of risk, but consistent with determining an SCR which reflects the capital requirement to
cover a 1in 200 year loss 'to ultimate' for that member. Over and above this, Lloyd's applies a capital uplift to
the member's capital requirement, known as the Economic Capital Assessment (“ECA"). The purpose of this
uplift, which is a Lloyd's not a Solvency Il requirement, is to meet Lloyd's financial strength, licence and ratings
objectives. The capital uplift applied for 2023 was 35% (2022: 35%) of the member's SCR 'to ultimate'.

Provision of capital by members

Each member may provide capital to meet its ECA either by assets held in trust by Lloyd's specifically for that
member (funds at Lloyd's), held within and managed within a Syndicate (funds in Syndicate) or as the
member's share of the member’s balances on each Syndicate on which it participates.

Insurance risk

The principal risk the Syndicate faces under insurance contracts is that the actual claims and benefit
payments or the timing thereof, differ from expectations. This is influenced by the frequency of claims, severity
of claims, actual benefits paid and subsequent development of long-term claims. Therefore, 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 confracts and
geographical areas. The variability of risks is also improved by careful selection and implementation of
underwritfing strategy guidelines, as well as the use of reinsurance arrangements.

The Syndicate purchases reinsurance as part of its risk mitigation programme. From time to fime, the Syndicate
purchases index-based reinsurance. The Syndicate also has proportional reinsurance arrangements in place.
Amounts recoverable from reinsurers are estimated in a manner consistent with the outstanding claims
provision and are in accordance with the reinsurance contracts.

The Reserve Committee oversees the management of reserving risk. The use of standardised and internal
modelling techniques, as well as benchmarking and the review of claims development are key in mitigating
reserving risk.

The purpose of these underwriting, reinsurance and reserving strategies is to limit exposure to catastrophes or
large losses based on the Syndicate's risk appetite as decided by the Board.

The Syndicate uses both its own and commercially available risk management software to assess catastrophe
exposure.

However, there is always a risk that the assumptions and techniques used in these models are unreliable or
that claims arising from an unmodelled event are greater than those arising from a modelled event.

Key assumptions

The principal assumption underlying the liability estimates is that the future claims development will follow a
similar pattern to past claims development experience. This includes assumpftions in respect of average claim
costs, claim handling costs and claim numbers for each underwriting year.
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Notes to the financial statements — continued
3. Risk management — confinued
Key assumptions - continued

Additional qualitative judgements are used to assess the extent to which past tfrends may not apply in the
future, for example: one-off occurrence, changes in market factors such as public attitude to claiming,
economic conditions, claim inflation factors, as well as internal factors such as portfolio mix, policy conditions
and claims handling procedures. Judgement is further used to assess the extent to which external factors such
as judicial decisions and government legislation affect the estimates.

Other key circumstances affecting the reliability of assumptions include variation in interest rates, delays in
seftlement and changes in foreign currency rates.

Sensitivities
The claim liabilities are sensitive fo the key assumptions that follow. It has not been possible to quantify the
sensitivity of certain assumptions such as legislative changes or uncertainty in the estimation process.

The following analysis is performed for reasonably possible movements in key assumptions with all other
assumptions held constant, showing the impact on gross and net liabilities, profit and member’s balances.

The correlation of assumptions will have a significant effect in determining the ultimate claims liabilities, but to
demonstrate the impact due to changes in assumptions, assumptions had to be changed on an individual
basis. It should be noted that movements in these assumptions are non-linear and that the level of reinsurance
recoveries arising from changes in gross claims will not be proportional to the gross losses.

Gross of Net of Gross of Net of
reinsurance reinsurance reinsurance reinsurance
2023 2023 2022 2022
$'000 $'000 $'000 $'000
Impact of a 5% variance in:
Claims liability 30,909 19,648 37,753 21,991

The method used for deriving sensitivity information and significant assumptions did not change from the
previous period.

Claims development table

The following tables show the Syndicate's cumulative incurred claims development, including both claims
nofified and IBNR for each underwriting year, together with the cumulative payments to date on a gross and
net of reinsurance basis af the balance sheet date.

Claims development is expected when the underwriting year is as an early stage of development as the
premiums to which the claims relate are earned.

The Syndicate has elected to franslate estimated claims and claims payments at a consistent rate of
exchange as determined at the balance sheet date.

The uncertainty associated with the ultimate claims experience of an underwriting year is greatest when the
underwrifing year is at an early stage of development and when the risk margin for future experience
potentially being more adverse than has been assumed is at its highest. As claims develop, and the ultimate
cost of the claims becomes more certain, the relative level of margin should decrease. Due, however, to the
uncertainty inherent in the claims estimation process, initial reserves may not always be in a surplus.
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Notes to the financial statements — continued

3. Risk management — confinued

Claims development table gross of reinsurance

Underwriting year 2016 2017 2018 2019 2020 2021 2022 2023
$’000 $'000  $'000  $'000 $'000  $'000 $'000 $'000

Estimate of gross claims incurred:

At end of first year 49,792 339,881 521,796 330,937 375,589 501,176 261,441 136,218

One year later 55,664 421,594 582,290 432,057 543,589 576,838 275,819

Two years later 52,875 457,658 597,189 440,991 583,206 538,616

Three years later 52,902 475,069 592,397 422,906 579,167

Four years later 52,889 475,621 585,945 415,924

Five years later 52,536 491,682 563,622

Six years later 52,461 490,237

Seven years later 52,482

Gross incurred claims 52,482 490,237 563,622 415924 579,167 538,616 275,819 136,218

Less cumulative gross claims paid (52,462) (450,171) (540,964) (364,678) (457,930) (418,740) (137,296)  (11,664)

Liability for gross claims outstanding 20 40,066 22,658 51,246 121,237 119,876 138,523 124,554

Total gross claims outstanding 618,180

Claims development table net of reinsurance

Underwriting year 2016 2017 2018 2019 2020 2021 2022 2023
$'000 $'000 $'000  $'000  $'000  $'000 $'000 $'000

Estimate of net claims incurred:

At end of first year 46,775 269,911 346,880 241,942 263,868 195542 174,569 66,462

One year later 48,577 308,417 368,403 294,324 367,615 216,435 179,796

Two years later 47,660 326,946 372,701 295,926 377,722 205,825

Three years later 47,672 332,072 372,021 278,590 374,346

Four years later 47,665 332,348 357,927 275,937

Five years later 47,559 339,656 348,812

Six years later 47,504 339,031

Seven years later 47,524

Net incurred claims 47,524 339,031 348,812 275937 374,346 205825 179,796 66,462

Less cumulative net claims paid (47,504) (298,965) (327,661) (236,811) (297,901) (128,444) (95,834) (11,650)

Liability for net claims outstanding 20 40,066 21,151 39,126 76,445 77,381 83,962 54,812

Total net claims outstanding 392,963
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Notes to the financial statements — continued

3. Risk management — continued
Financial risk

Credit risk

Credit risk is the risk of loss if a counterparty fails to meet its confractual obligations resulting in a financial loss
to the Syndicate. The Syndicate is exposed to credit risk primarily through its investment and insurance

activities.

The following policies and procedures are in place to mitigate the exposure to credit risk:

— Investment guidelines are established setting out the quality of investments to be included within the
Syndicate’s portfolio. The policy is monitored by the Executive Committee.

— Reinsurance is placed with counterparties that either have a credit rating of ‘A-' or better from an external
credit rating agency or, where reinsurance is placed with unrated reinsurers, exposure is required to be
100% collateralised through the depositing of funds held in frust to the Syndicate. Concentration of risk is
avoided by following policy guidelines in respect of counterparties' limits. If the counterparty is
downgraded or does not have the required credif rating, then collateral is sought to mitigate any risk
where required. This is monitored by the Executive Committee, which may approve exceptions in certain

circumstances.

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 balance sheet. The maximum exposure is shown gross, before the

effect of mitigation through collateral agreements.

Neither past due or Pastdue  Impaired Total

impaired
2023 2023 2023 2023
$'000 $'000 $'000 $'000
Shares and other variable yield securities 7,897 - - 7,897
Debt and fixed income securities 517,911 - - 517,911
Reinsurers’ share of claims outstanding 225,217 - - 225,217
Debtors arising out of underwriting operations 378,704 - - 378,704
Cash and cash equivalents 307,245 - - 307,245
Overseas deposits as other assets 4,453 - - 4,453
Total assets ! 1,441,427 - - 1,441,427
Neither past due Past due Impaired Total

or impaired

2022 2022 2022 2022
$'000 $'000 $'000 $'000
Shares and other variable yield securities 7,135 - - 7,135
Debt and fixed income securities 349,602 - - 349,602
Reinsurers’ share of claims outstanding 315,239 - - 315,239
Debtors arising out of underwriting operations 488,676 - - 488,676
Cash and cash equivalents 270,689 - - 270,689
Overseas deposits as other assets 3,974 - - 3,974
Total assets ! 1,435,315 - - 1,435,315

"Total assets excludes non-monetary items including deferred acquisition costs and reinsurers' share of unearned premiums.
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Notes to the financial statements — continued

3. Risk management — continued
Financial risk — confinued

Credit risk — continued

The tables below provide information regarding the credit risk exposure of the Syndicate by classifying assets
according fo independent credit rafings of the counterparties. AAA is the highest possible rating. Assets that

fall outside the range of AAA to BBB have not been rated.

Debtors, other than amounts due from reinsurers, have been excluded from the tables as these are not rated.

AAA AA A BBB Less than Not Total
BBB Rated
2023 2023 2023 2023 2023 2023 2023
$'000 $'000 $'000 $'000 $'000 $'000 $'000
Shares and other variable yield - - - - 7.897
securities - 7,897
Debt and fixed income securities 517,911 - - - - - 517,911
Reinsurers’ share of claims
outstanding - 167,048 53,253 4,914 - - 225,217
Reinsurers’ share of paid claims - 53,043 13,273 1,327 - - 67,643
Cash and cash equivalents 214,876 - 92,369 - - - 307,245
Overseas deposits as other assets 2,960 597 528 368 - - 4,453
Total assets! 735,747 228,585 159,423 6,611 - - 1,130,366
AAA AA A BBB  Lessthan Not Total
BBB Rated
2022 2022 2022 2022 2022 2022 2022
$'000 $'000 $'000 $'000 $'000 $'000 $'000
Shares and other variable yield - - . - 7135
securities - 7.135 ’
Debt and fixed income securities - 349,602 - - - - 349,602
Reinsurers’ share of claims outstanding - 241,620 73,203 416 - - 315,239
Reinsurers’ share of paid claims - 138,316 26,777 1,512 - - 166,605
Cash and cash equivalents 166,891 - 103,798 - - - 270,689
Overseas deposits as other assets 63 478 489 2,944 - - 3,974
Total assets! 166,954 737,151 204,267 4,872 - - 1,113,244

T Total assets excludes non-monetary items including deferred acquisition costs and reinsurers' share of unearned premiums.

Maximum credit exposures

It is the Syndicate's policy fo maintain accurate and consistent risk ratings across its credit portfolio. This
enables management to focus on the applicable risks and the comparison of credit exposures across all lines

of business.
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Notes to the financial statements — continued

3. Risk management — confinued
Liquidity risk

Liquidity risk is the risk that cash may not be available, or that assets cannot be liquidated at a reasonable
price, fo pay obligations when they fall due. The Syndicate is exposed to daily calls on its available cash
resources mainly from claims arising through insurance and reinsurance confracts. In respect of business
underwritten in certain international regions there is a requirement to collateralise regulated trust funds in
respect of gross insurance liabilities. This puts an additional burden on the Syndicate’s liquidity.

The Syndicate tries fo reduce this risk by reviewing its expected cash obligations on a quarterly basis and
keeping adequate cash on deposit fo meet those obligations.

The tables below summarise 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 and reinsurance liabilities.
Repayments which are subject to notice are freated as if notice were to be given immediately.

Within 1 1-2 years 3-5years Over 5 Total

year years
$'000 $'000 $'000 $'000 $'000
Claims outstanding (276,241) (243,742) (52,628) (45,569) (618,180)
Reinsurance creditors (191,578) - - - (191,578)
As at 31 December 2023 (467,819) (243,742) (52,628) (45,569) (809,758)
Within 1 1-2 years 3-5years Over 5 years Total

year

$'000 $'000 $'000 $'000 $'000
Claims outstanding (342,683) (310,833) (76.827) (24,707) (755,050)
Reinsurance creditors (252,263) - - - (252,263)
As af 31 December 2023 (594,946) (310,833) (76,827) (24,707)  (1.007,313)

Market risk
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 transacts insurance business in Pound Sterling, Euro, US Dollar, Australian Dollar, Canadian Dollar,
Japanese Yen and New Zealand Dollar. Assets are held in each of these currencies to generally match the
corresponding liabilities.

The Syndicate is exposed to movements in foreign exchange where there is a mismatch between assets and
liabilities in any of these currencies representing profits or losses recognised from the Syndicate’s insurance
operations. When a mismatch occurs the Syndicate looks to limit this mismatch exposure, wherever possible.
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Notes to the financial statements - continued
3. Risk management — confinued

Market risk — continued

Currency risk - continued

The following tables summarise the exposure of the financial assefs and liabilities to foreign currency
exchange risk at the reporting date.

usD EUR GBP CAD JPY AUD NZD Total

2023 2023 2023 2023 2023 2023 2023 2023

$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000

Total assets 1,377,288 26,618 15114 15,226 45,640 810 5,070 1,485,766
Total liabilities (847,447) (29.168) (7,952) (1,734) (18,760) (1,019) (1,621) (907,701)
Net exposure 529,841 (2,550) 7,162 13,492 26,880 (209) 3,449 578,065
usb EUR GBP CAD JPY AUD NZD Total

2022 2022 2022 2022 2022 2022 2022 2022

$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000

Total assefts 1,364,480 37,083 18,421 2.169 50,671 867 3,049 1,483,740
Total liabilities (1,108,009) (39.777) (8,654) (1,849) (48,169) (980) (995) (1,208,433)
Net exposure 256,471 (2,694) 9.767 7,320 2,502 (113) 2,054 275,307

Sensitivity fo changes in foreign exchange rates

The tables below give an indication of the impact on profit of a percentage change in the relative strength
of US Dollar against the value of the Syndicate’s settflement currencies simultaneously. The analysis is based
on the information as at 31st December 2023.

Net assets Net profit
2023 2022 2023 2022
$'000 $’000 $'000 $'000
US Dollar strengthens 10% (4,822) (1,884) (4,822) (1,884)
US Dollar strengthens 20% (9.645) (3.767) (9.645) (3,767)

A weakening of US Dollar against the above currencies at 31 December 2023 would have had an equal but
opposite effect to the amounts shown above, on the basis that all other variables remain constant.

Interest rate risk

Interest rate risk is the risk that the value of 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 fair value infterest risk.

The Syndicate has no significant concentration of interest rate risk. Insurance liabilities are not discounted and
therefore are not exposed to interest rate risk.
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Notes to the financial statements — confinued
3. Risk management — confinued
Market risk — continued

Interest rate risk - continued

Net assets Net profit
2023 2022 2023 2022
$'000 $'000 $'000 $'000
Impact of 50 basis point increase (359) (249) (359) (249)

A decrease of 50 basis points at 31 December 2023 would have had an equal but opposite effect to the
amounts shown below, on the basis that all other variables remain constant.

4. Segmental information

Segmental information is presented in respect of reportable segments. These are based on the Syndicate’s
management and internal reporting structures. An analysis of the underwriting result before investment
return is set out below.

For the year ended 31 December 2023:

Gross Gross Gross Gross  Reinsurance Total

premiums premiums claims operating balances

written earned incurred expenses earned
$'000 $'000 $'000 $'000 $'000 $'000
MGA Insurance 135,000 215,118 (52,734) (31,024) (26,967) 104,393
Reinsurance 297,932 273,308 (20,19¢6) (34,820) (36,954) 181,338
Total 432,932 488,426 (72,930) (65,844) (63,921) 285,731

For the year ended 31 December 2022:

Gross Gross Gross Gross  Reinsurance Total

premiums premiums claims operating balances

written earned incurred expenses earned
$'000 $'000 $'000 $'000 $'000 $'000
MGA Insurance 287,098 290,351 (226,989) (45,229) 58,404 76,537
Reinsurance 296,457 292,537 (141,048) (32,674) (12,497) 106,318
Total 583,555 582,888 (368,037) (77,903) 45,907 182,855

The gross premiums written received from one customer (2022: two customers) were individually greater than
10 per cent of the total gross premiums written.

Commissions on direct insurance gross premiums written during 2023 were $12.2m (2022: $20.9m).

The reinsurance balance is the aggregate total of all those items included in the technical account of the
profit and loss account which relate to reinsurance.
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Notes to the financial statements — continued

5. Technical provisions

The gross liabilities for claims reported, loss adjustment expenses and claims incurred but not reported are net
of expected recoveries from salvage and subrogation. The amounts for salvage and subrogation at the end

of the current and prior year are not material.

Total technical provisions

2023 2022
$'000 $'000
Gross technical provisions
Claims reported 162,518 405,669
Claims incurred but not reported 455,662 349,381
Unearned premiums 93,652 148,322
Total gross technical provisions 711,832 903,372
Reinsurers' share of technical provisions
Claims reported 38,584 66,609
Claims incurred but not reported 186,633 248,630
Unearned premiums 34,331 28,629
Total reinsurers' share of technical provisions 259,548 343,868
Net technical provisions
Claims reported 123,934 339,060
Claims incurred but not reported 269,029 100,751
Unearned premiums 59,321 119,693
Total net technical provisions 452,284 559,504
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Notes to the financial statements — continued

5. Technical provisions — confinued

Movement in technical provisions

Provision for Claims Total
unearned outstanding
premiums
$'000 $'000 $'000
Gross
At 1 January 2022 148,195 834,875 983,070
Foreign exchange revaluation (540) (8.392) (8.932)
Movement in provision 667 (71,433) (70,766)
At 1 January 2023 148,322 755,050 903,372
Foreign exchange revaluation 824 4,831 5,655
Movement in provision (55,494) (141,701) (197,195)
At 31 December 2023 93,652 618,180 711,832
Reinsurers' share
At 1 January 2022 35,017 366,517 401,534
Foreign exchange revaluation (1) 593 592
Movement in provision (6.387) (51,871) (58,258)
At 1 January 2023 28,629 315,239 343,868
Foreign exchange revaluation 1 - 1
Movement in provision 5,701 (90,022) (84,321)
At 31 December 2023 34,331 225,217 259,548
Net
At 31 December 2023 59,321 392,963 452,284
At 31 December 2022 119,693 439,811 559,504
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Notes to the financial statements — continued

6. Net operating expenses

2023 2022

$'000 $'000
Acquisition costs (41,402) (70,839)
Change in deferred acquisition costs (9.848) 8,421
Reinsurance commission 8,747 23,826
Administrative expenses (14,594) (15,485)
Total net operating expenses (57,097) (54,077)
Administrative expenses include:

2023 2022

$'000 $'000
Member's standard personal expenses (10,638) (11,649)

Member's standard personal expenses comprise member subscriptions, new central fund contributions and
managing agent fees.

7. Auditor's remuneration

2023 2022
$'000 $'000
- Audit of the Syndicate annual return and annual report and accounts (280) (263)
- Other services pursuant to Regulations and Lloyd’s Byelaws (64) (63)
- Non-audit fees (97) (92)
Total auditor’'s remuneration (443) (418)

Non-audit fees relate to work to issue a Statement of Actuarial Opinion on the technical provisions of the
Syndicate.

Fees payable to Deloitte LLP for the audit of the annual accounts of Nephila Syndicate Management Limited
are $30.8k (2022: $27.6k). Fees payable for audit-related assurance services provided to the managing agent
are $7k (2022: $6k). There were no other fees payable for the provision of other non-audit services.

8. Emoluments of directors of Nephila Syndicate Management Limited.
The aggregate emoluments of the Directors and staff of the Managing Agent are met by Nephila Syndicate
Management Services Ltd and are disclosed within the financial statements of that company.

The Syndicate’s active underwriter, S G Drysdale, received emoluments in respect of the role of active
underwriter for the Syndicate through Nephila Syndicate Services Limited.

No other compensation was payable o key management personnel.
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Notes to the financial statements — continued

9. Financial investments

Cost Cost Fair  Fair value
value
2023 2022 2023 2022
$'000 $'000 $'000 $'000
Shares and other variable yield securities
- Designated at fair value through profit or loss 7,971 7,971 7,897 7,135
Debt securities and other fixed income
securifies
- Designated at fair value through profit or loss 514,747 348,819 517,911 349,602
Total financial investments 522,718 356,790 525,808 356,737

There was no material change in fair value for financial instruments held at fair value attributable fo own

credit risk in the current or comparative period.

Financial investments are classified using the fair value hierarchy in accordance with the FRS 102.

The levels within the fair value hierarchy are defined as follows:

— Level 1 — the unadjusted quoted price in an active market for identical assets or liabilities that the entity

can access at the measurement date;

— Level 2-inputs other than quoted prices included within level 1 that are observable (i.e. developed using
market data) for the asset or liability, either directly or indirectly;

— Level 3-inputs are unobservable (i.e. for which market data is unavailable) for the asset or liability.

Level 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000
2023
Shares and other variable yield securities - - 7,897 7,897
Debt securities and other fixed income securities 517,911 - - 517,911
Total financial investments 517,911 - 7,897 525,808
2022
Shares and other variable yield securities - - 7,135 7,135
Debt securities and other fixed income securities 349,602 - - 349,602
Total financial investments 349,602 - 7.135 356,737
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Notes to the financial statements — continued

10. Debtors arising out of underwriting operations

2023 2022
$'000 $'000
Amounts due from intermediaries — due within one year 378,704 488,676
Total debtors arising out of underwriting operations 378,704 488,676
11. Creditors arising out of reinsurance operations
2023 2022
$'000 $'000
Amounts due to infermediaries — due within one year 191,578 252,263
Total creditors arising out of reinsurance operations 191,578 252,263
12. Cash and cash equivalents
2023 2022
$'000 $'000
Cash at bank and in hand 92,369 103,798
Short-term deposits with financial institutions 214,876 166,891
Total cash and cash equivalents 307,245 270,689

13. Overseas deposits

Overseas deposits $4.5m (2022: $4.0m) which are lodged as a condition of conducting underwriting business

in certain countries.

14. Other creditors

2023 2022
$'000 $'000
Amounts due to group companies - 50,000
Ofther creditors 1,957 -
Total other creditors 1,957 50,000
All amounts are expected to be payable within one year.
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Notes to the financial statements — continued
15. Related parties

NSML is the Managing Agent of Syndicate 2357. The total fees charged for provision of services and support
to Syndicate 2357 in 2023 were managing agent fees of $6.5m (2022: $7.5m).

The immediate parent undertaking of Nephila Syndicate Management Limited is Nephila Syndicate
Management Holdings Ltd (NSH), a company incorporated and registered in the United Kingdom. The
ultimate parent and controlling party is Markel Group Inc., a company incorporated and registered in the
United States of America. Group financial statements for Markel Group Inc. are available from 4521
Highwoods Parkway, Glen Allen, Virginia 23060-6148, USA.

During the period the Syndicate repaid NSH in full for the $50m loan which existed at the previous year end.

Syndicate 2357's dedicated capital provider is Nephila 2357 Ltd, whose ultimate parent is Nephila Syndicate
Holdings Ltd, a company incorporated and registered in Bermuda. Syndicate 2357 benefits from collateralised
reinsurance provided by Demeter Re Ltd, a class lll Bermuda reinsurer. Nephila Syndicate Holdings Ltd,
Poseidon Re Ltd and Demeter Re Ltd are managed by Nephila Capital Limited, a company incorporated in
Bermuda.

Syndicate 2357 purchased quota share reinsurance costing $26.2m (2022: $55.6m) from Demeter Re for its
reinsurance business. The amount outstanding fo Demeter Re at 31 December 2023 was $7.1m (2022: $12.7m).

In 2022, Syndicate 2357 purchased excess of loss reinsurance costing $5.3m from Poseidon Re for its
reinsurance business. In 2023, this excess of loss reinsurance was commuted and there are no amounts
outstanding between Syndicate 2357 and Poseidon Re.

There are no amounts due at 31 December 2023 from Poseidon Re relating to quota share contracts
purchased in previous years (2022: $54.1m).

16. Funds at Lloyd’s

Every member of Lloyd's is required to hold capital at Lloyd’s. This capital is held in frust and is known as Funds
at Lloyd’s (‘FAL’). The funds are infended primarily to cover circumstances where Syndicate assets prove
insufficient to meet participating member's underwriting activities.

The level of FAL that Lloyd’s requires a member to maintain is ultimately determined by Lloyd’s taking account,
inter alia, of a number of factors including the nature and amount of underwriting risk assumed by the
member and the assessment of the reserving risk in respect of business that has already been underwritten.
FAL is not under the management of the managing agent, so no amounts have been shown in these financial
statements to reflect it. The managing agent is able to make a call on member’s FAL to meet liquidity
requirements and to settle losses should this be required.

The FAL requirement is provided by a combination of the member as well as by Poseidon Re.

17. Off balance sheet items

The Syndicate has not been party to any arrangement which is not reflected on the balance sheet, where
material risks and benefits arise for the Syndicate.

18. Post balance sheet events

Effective 31 December 2023 the 2021 year of account closed by way of reinsurance to close into the 2022
year of account. During 2024, $206.4m will be distributed to the member being the net surplus on the 2021
closing year of account.
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