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Report of the directors of the managing agent

The directors of StarStone Underwriting Limited (“SUL"), the managing agent for Syndicate 1301 (“the
Syndicate”), present their report for the year ended 31 December 2020.

This annual report is prepared using the annual basis of accounting as required by Statutory Instfrument No
1950 of 2008, the Insurance Accounts Directive (Lloyd's Syndicate and Aggregate Accounts) Regulations
2008 and applicable United Kingdom Accounting Standards (UK Generally Accepted Accounting Practice),
including Financial Reporting Standard 102, “The Financial Reporting Standard applicable in the United
Kingdom and Republic of Ireland” (“FRS102") and Financial Reporting Standard 103 “Insurance Contracts”
(“FRS103").

Results

The result for the Syndicate for the year ended 31 December 2020 is a loss of £21.7 million (2019: £32.5 million
loss). The Syndicate's key financial performance indicators during the year were as follows:

2020 2019

£'m £m

Gross writtfen premium 144.5 175.4
Gross premiums earned 169.0 206.7
Net premiums earned 136.0 142.1
Profit/(Loss) for the financial year (21.7) (32.5)
Claims ratio 71.4% 86.8%
Commission ratio 26.4% 30.6%
Expense ratio 22.2% 13.2%
Combined ratio 120.0% 130.6%

Principal activities

The Syndicate's principal activity remains the transaction of general insurance and reinsurance business in the
United Kingdom at Lloyd's of London. The Syndicate underwrites a mixture of Marine, Property, Casualty,
Reinsurance, and Specialty lines of business. The Syndicate frades through the Lloyd’s worldwide licenses and
rafing platform. It also benefits from the Lloyd's brand. Lloyd's has an A (Strong) rafing from A.M. Best, A+
(Strong) rating from Standard & Poor's and AA- (Very Strong) rating from Fitch.

Business profile

On 10 June 2020, Enstar Group announced that they were placing StarStone International operations,
including the Syndicate, info an immediate and orderly run-off. A run-off plan for the Syndicate was prepared
and submitted to Lloyd's on 14 August 2020 and an orderly run-off of the 2020 and prior underwriting years
has been managed since the announcement.
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Report of the directors of the managing agent (continued)

2020 and Prior Underwriting Years

For the 2020 and prior underwriting years, the Syndicate focused on London Wholesale Market Business,
European Retail Business and US Retail Business through both the Syndicate and StarStone's wholly owned
service companies in Europe and the US.

The Syndicate offered a broad range of Property, Casualty and Specialty insurance products from large multi-
national through to small and middle-market clients around the world, with the Syndicate writing a diversified
portfolio by territory and line of business.

The Syndicate's operatfions were managed across two business units: Marine, Aviation & Transport and
Specialty.

The Marine segment offered a range of Marine products including Hull and Machinery, Marine and Energy
Liabilities, Cargo, War, Transport Liabilities, Offshore Energy and Specie & Fine Art. The Aviation segment
included General Aviation. Both Marine and Aviation were primarily written from London, but some European
retail business was also written through the Syndicate service company branch network.

The Specialty division included the segments Crisis Management, Property and Casualty. Crisis Management
encompassed the Terrorism, Political Risk and Credit products. The Property segment included Onshore
Energy and a low volume and selective North American delegated property portfolio. The Casualty segment
included Financial Lines, Accident & Health and Personal Accident Treaty products.

Business review

The result for the financial year ended 31 December 2020 is a loss of £21.7m (2019: £32.5m loss) with a
combined ratio of 120.0% (2019: 130.6%). This includes COVID-19 losses and increased expenses following the
decision by Enstar Group to place the Syndicate’s 2020 and prior underwriting years info run-off.

Gross written premiums decreased to £144.5m (2019: £175.4m) due to the cessation of underwriting mid-way
through the year.

The Syndicate’s claims ratio of 71.4% (2019: 86.8%) includes COVID-19 losses, primarily relating to contingency
for the Personal Accident Treaty line of business.

The Syndicate’s expense ratio deteriorated to 22.2% (2019: 13.2%). This ratio includes 6% relating to
restructuring expenses incurred following the run-off decision.

The non-technical account includes a foreign exchange gain of £2.3m (2019: £5.2m) arising from the
franslation of foreign currency net positions at closing rates of exchange.

The Syndicate reported an investment return of £3.2m (2019: £5.8m) for the financial year. This comprises
realised gains of £0.3m (2019: 0.9m), unrealised gains £1.8m (2019: £3.0m) and investment income £1.1m
(2019: £1.9m). The Syndicate’s return is mainly from the fixed Income portfolio, which primarily comprises
corporate and government bonds.
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Report of the directors of the managing agent (continued)

Business review (continued)

Risk review

A description of the principal risks and uncertainties facing the Syndicate is set out in the notes to the financial
statements (Risk and Capital Management review).

Future developments
Inigo Limited

On 17 November 2020, Inigo Limited (“Inigo”) agreed to purchase StarStone Underwriting Limited, including
the participation on Lloyd's Syndicate 1301 from Enstar Group, to allow Inigo to commence writing a new
portfolio of insurance and reinsurance risks for the 2021 underwriting year. The Inigo fransaction is subject to
completfion and regulatory approval.

On 2 December 2020, the Syndicate 2021 SBF and authority to underwrite was approved ‘in principle’ by the
Lloyd’s Council. In addition, Inigo Corporate Member Limited was subsequently approved and Funds at
Lloyd's provided to satfisfy the new member capital requirement. For 2021, Inigo have commenced
underwrifing a portfolio of Reinsurance, Property and Casualty business under a new management feam. The
Syndicate stamp capacity for the 2021 year of account is £270m.

For the 2020 years of account and prior, SGL No. 1 Limited is the corporate member and capital provider.
SGL1 No. 1 Limited is a corporate member within the Enstar Group and is also the corporate member for
Syndicate 2008. As part of the Inigo fransaction, subject to regulatory approvals, the management of 2020
and prior years will be novated to another managing agency (Enstar Managing Agency Limited, subject to
approval) and these years will be eventually reinsured to close into Syndicate 2008.

COVID-19

The World Health Organisation (WHO), on 11 March 2020, declared the coronavirus (COVID-19) outbreak as
a global pandemic. COVID-19 is an event that is not clearly timebound nor limited to direct consequences
that are easily quantifiable due to the unprecedented nature. The directors continue to closely monitor the
COVID-19 outbreak and actively assess the potential impact to all stakeholders. The Syndicate has a formal
business conftinuity plan which is being confinually reviewed in light of current developments and is being
actively deployed as events require, which includes office closures.

From an employee wellbeing and business continuity perspective the directors are proactively monitoring this
outbreak by maintaining continuous dialogue regarding its status and issuing periodic updates and guidance
to all staff on measures to maintaining good health.

As the situation continues to evolve the directors are regularly assessing the impact on solvency capital in line
with established risk metrics and in compliance with the Syndicate’s risk appetite, including the impact of the
recent volatility in the financial markets.

The directors have considered the Syndicate’s forecast income and financial position and the potential
impact of COVID-19:

" The Syndicate’s ultimate loss estimate at 31 December 2020 is £71.6m gross and £21.7m net of
reinsurance and including reinstatement premiums, primarily in its Accident and Health, Personal
Accident Treaty and Credit Risk lines of business.
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Report of the directors of the managing agent (continued)

COVID-19 (continued)

"  The Syndicate monitors risks arising from COVID-19 through its COVID-19 Risk Working Group and
monitors COVID-19 loss estimates through its reserving committee.

" The Syndicate’s financial investments reported a loss during the first quarter of 2020. This reversed during
the second quarter and the Syndicate reported total annual income and gains on investments of £3.2m
(2019: £5.8m).

" The Syndicates members’ balance is a liability of £68.9m (2019: £85.5m liability) and cash at bank and in
hand is £9.2m (2019: £5.4m). Its financial assets are valued at £176.5m (2019: £167.7m) and are
predominantly high grade corporate and government bonds, and other short-term liquid investments.
The Syndicate’s Board together with its asset managers are confinually monitoring its investment
portfolios against the guidelines in place.

"  There has been no notable business disruption as a result of any reduced services offered by outsourced
providers. Questionnaires were sent to key Outsource Providers focusing on their respective business
conftinuity plans. No vulnerabilities were identified.

" Increased cyberrisk is, in part, mitigated through regular phishing tests and additional fraining. Any staff
member failing the test are enrolled onto mandatory cyber-awareness training with follow up training to
increase awareness and mitigate a real cyber-attack resulting in fraud.

Brexit

The United Kingdom withdrew from the European Union ("Brexit") following a transition period that ended on
31 December 2020. Prior to the end of the transition period, the EU-UK Trade and Cooperation agreement
was signed between the European Union and the United Kingdom. Following Brexit, Lloyd’'s members no
longer benefit from EU passporting provisions and will no longer have permission to underwrite European
Economic Area (EEA) (re)insurance business.

In an effort to provide continued access to Lloyd's for policy holders within the EEA following the United
Kingdom’s exit from the EU on 31 January 2020, Lloyd’s established a subsidiary insurance and reinsurance
company incorporated in Belgium, Lloyd’s Insurance Company S.A. (Lloyd'’s Brussels). Lloyd's Brussels is
authorised in Belgium by the National Bank of Belgium (“NBB"”) and regulated by the NBB and the Financial
Services and Markets Authority of Belgium. It is capitalised according to the Solvency Il standard formula and
benefits from the same financial ratings as the Lloyd’s market, which are provided by A.M. Best (A Strong);
Standard & Poor’s (A+ Strong); and Fitch Ratings (AA- Very Strong). Llioyd’s Brussels has 18 branches across the
EEA and a branch in the UK.

Lloyd’s Brussels writes all classes of non-life insurance business and non-life reinsurance (facultative and non-
proportional excess of loss treaty only) business from EEA countries. It does not underwrite proportional treaty
reinsurance. The establishment of Lloyd's Brussels ensured that Lloyd's European intermediaries and
policyholders still have access to the combined scale, expertise, capacity and claims service of the Lloyd's
market through a single insurance company based at the heart of Europe.

Lloyd’s Part VII Transfer

On 30 December 2020, the Members and former Members of the Syndicate, as comprised for each of the
relevant years of account between 1993 and April 2019 (or October 2020 in the case of German reinsurance),
transferred all relevant policies (and related liabilities) underwritten by them for those years of account to
Lloyd’s Insurance Company S.A. (‘Lloyd’s Brussels’), in accordance with Part VIl of the Financial Services and
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Report of the directors of the managing agent (continued)

Lloyd’s Part VIl Transfer (continued)

Markets Act 2000. On the same date, the Members of the Syndicate entered into a 100% Quota Share
Reinsurance Agreement whereby Lloyd’s Brussels reinsured all risks on the same policies back to the relevant
open years of account of the Syndicate which wrote the transferring policies and/or inherited liabilities on
transferring policies through Reinsurance to Close of earlier years of account.

Following the sanction of the scheme by the High Court on 18 November 2020, the scheme took effect on 30
December 2020 and the Members and former Members of the Syndicate fransferred the impacted EEA
policies and related liabilities to Lioyd's Brussels, together with cash of $38.7m. On the same date, under the
Reinsurance Agreement, Lloyd’s Brussels reinsured the same risks back, together with an equal amount of
cash of $38.7m. The combined effect of the two transactions had no economic impact for the Syndicate,
and accordingly there is no impact on the Syndicate’s income statement or balance sheet.

Current year underwriting results for the tfransferred policies have been reported in the same classes of
business as in prior years, as the effective date of the transfer was 30 December 2020, and in line with Society
of Lloyd's guidance no movements were processed on these policies on 31 December 2020. In future years,
results relating to these risks will be reported under the Inwards Reinsurance class of business, reflecting the
new confractual arrangement with Lloyd's Brussels.

Directors

None of the directors of the managing agent who served during the year ended 31 December 2020 were
underwriting Names on the Syndicate for the 2018, 2019 or 2020 years of account.

The current directors of the managing agent are set out on page 2.

Auditor

Pursuant to Section 14(2) of Schedule 1 of the Insurance Accounts Directive (Lloyd's Syndicate and Aggregate
Accounts) Regulations 2008, the auditor will be deemed to be reappointed and KPMG LLP will therefore
continue in office.

Disclosure of information to auditor

The directors of the managing agent who held office at the date of approval of this managing agent's report
confirm that, so far as they are each aware, there is no relevant audit information of which the Syndicate's
auditor is unaware; and each director has taken all the steps that they ought o have taken as a director to
make themselves aware of any relevant audit information and to establish that the Syndicate's auditor is
aware of that information.

Syndicate meeting

The Managing Agent confirms that it does not propose to hold an annual general meeting of the members
of the Syndicate.

,/*E ;3
P West
Director

For and on behalf of the board
4 March 2021
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Statement of managing agent’s directors’ responsibilities

The directors of the managing agent are responsible for preparing the Syndicate annual accounts in
accordance with applicable law and regulations.

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

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

= Select suitable accounting policies and then apply them consistently;
"  Makejudgements 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 annual accounts; and

" Assess the Syndicate’s ability to contfinue as a going concern, disclosing, as applicable, matters related
to going concern; and

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

The directors of the managing agent are responsible for keeping adequate accounting records that are
sufficient to show and explain the Syndicate’s transactions and disclose with reasonable accuracy at any
time the financial position of the Syndicate and enable them to ensure that the Syndicate annual accounts
comply with the Insurance Accounts Directive (Lloyds’'s Syndicate and Aggregate Accounts) Regulations
2008. They are responsible for such internal control as they determine is necessary to enable the preparation
of Syndicate annual accounts that are free from material misstatement, whether due to fraud or error, and
have general responsibility for faking such steps as are reasonably open to them to safeguard the assets of
the Syndicate and to prevent and detfect fraud and other irregularities.

The directors of the managing agent are responsible for the maintenance and integrity of the Syndicate and
financial information included on the Syndicate’s website. Legislation in the UK governing the preparation
and dissemination of Syndicate annual accounts may differ from legislation in other jurisdictions.

On behalf of the board

/‘_\\“‘3

P West
Director
4 March 2021
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STARSTONE
Independent auditor’s report to the members of Syndicate 1301

Opinion

We have audited the Syndicate annual accounts of Syndicate 1301 (“the Syndicate”) for the year ended 31
December 2020 which comprise the Income Statement: Technical account, Income Statement: Non-
Technical account, Statement of Financial Position — Assets, Statement of Financial Position — Liabilities,
Statement of Changes in Members’ Balances, Statement of Cash Flows, and related notes, including the
accounting policies in note 3.

In our opinion the Syndicate annual accounts:

" give a true and fair view of the state of the Syndicate’s affairs as at 31 December 2020 and of its loss for
the year then ended;

" have been properly prepared in accordance with UK accounting standards, including FRS 102 The
Financial Reporting Standard applicable in the UK and Republic of Ireland; 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 are described below. We have fulfilled our ethical responsibilities under,
and are independent of the Syndicate in accordance with, UK ethical requirements including the FRC Ethical
Standard. We believe that the audit evidence we have obtained is a sufficient and appropriate basis for our
opinion.

Going concern

The directors of the Managing Agent have prepared the Syndicate annual accounts on the going concern
basis as they do not infend to cease underwriting or to cease its operations, and as they have concluded
that the Syndicate’s financial position means that this is realistic. They have also concluded that there are no
material uncertainties that could have cast significant doubt over its ability to contfinue as a going concern
for at least a year from the date of approval of the Syndicate annual accounts (“the going concern period”).

In our evaluation of the directors’ conclusions, we considered the inherent risks to the Syndicate’s business
model and analysed how those risks might affect the Syndicate’s financial resources or ability fo confinue
operations over the going concern period.

Our conclusions based on this work:

" we consider that the directors’ use of the going concern basis of accounting in the preparation of the
Syndicate annual accounts is appropriate;

" we have not identified, and concur with the directors’ assessment that there is not, a material uncertainty
related to events or conditions that, individually or collectively, may cast significant doubt on the
Syndicate’s ability to continue as a going concern for the going concern period.

However, as we cannot predict all future events or conditions and as subsequent events may result in
outcomes that are inconsistent with judgements that were reasonable at the time they were made, the
above conclusions are not a guarantee that the Syndicate will contfinue in operation.
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Independent auditor’s report to the members of Syndicate 1301
(Continued)

Report of the directors of the Managing Agent

Fraud and breaches of laws and regulations-ability to detect

To identify risks of material misstatement due to fraud (“fraud risks”) we assessed events or condifions that
could indicate an incentive or pressure to commit fraud or provide an opportunity to commit fraud. Our risk
assessment procedures at the Syndicate and Managing Agent included:

" Enquiring of directors , the audit committee, internal audit, compliance, legal and risk and inspection
of policy documentatfion as to the Syndicate and Managing Agent's high-level policies and
procedures to prevent and detect fraud , including the internal audit function, and the Syndicate and
Managing Agent’'s channel for “whistleblowing”, as well as whether they have knowledge of any
actual, suspected or alleged fraud.

® Reading Board, audit committee and risk and solvency committee minutes.

"  Considering remuneration incentive schemes and performance targets for management and
directors.

" Using analytical procedures to identify any usual or unexpected relationships.

We communicated identified fraud risks throughout the audit team and remained alert to any indications of
fraud throughout the audit.

As required by auditing standards, and taking info account possible pressures to meet profit targets and our
overall knowledge of the control environment, we perform procedures to address the risk of management
override of controls, in particular the risk that management may be in a position fo make inappropriate
accounting entries, and the risk of bias in accounting estimates and judgements such as the valuation of
claims outstanding and the valuation of premium debtors. We did not identify any additional fraud risks.

We performed procedures including:

= |dentifying journal entries and other adjustments to test based on risk criteria and comparing the
identified entries to supporting documentation. These included those posted by senior management,
journals posted without a user identity, those posted to accounts linked to an accounting estimate
and those posted with unusual descriptions or related to run-off if any; and

= Assessing significant accounting estimates for bias.

Identifying and responding to risks of material misstatement due to non-compliance with laws and regulations

We identified areas of laws and regulations that could reasonably be expected to have a material effect on
the Annual Return from our general commercial and sector experience and through discussion with the
directors and other management (as required by auditing standards), and from inspection of the Managing
Agent’s regulatory and legal correspondence and discussed with the directors and other management the
policies and procedures regarding compliance with laws and regulations.

As the Syndicate is regulated, our assessment of risks involved gaining an understanding of the conftrol
environment including the entity’s procedures for complying with regulatory requirements.

We communicated identified laws and regulations throughout our team and remained alert to any
indications of non-compliance throughout the audit.

The potential effect of these laws and regulations on the Annual Return varies considerably.

Firstly, the Syndicate is subject to laws and regulations that directly affect the Annual Return including financiall
reporting legislation (including related Lloyd's regulations) and we assessed the extent of compliance with
these laws and regulations as part of our procedures on the related Annual Return items.
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Independent auditor’s report to the members of Syndicate 1301
(Continued)

Secondly, the Syndicate is subject to many other laws and regulations where the consequences of non-
compliance could have a material effect on amounts or disclosures in the Annual Return, for instance through
the imposition of fines or litigation or the loss of the Syndicate’s capacity to operate. We identified the
following areas as those most likely to have such an effect: regulatory capital and conduct recognising the
financial and regulated nature of the Syndicate’s activities.

Auditing standards limit the required audit procedures to identify non-compliance with these laws and
regulations to enquiry of the directors and other management and inspection of regulatory and legal
correspondence, if any. Therefore, if a breach of operational regulations is not disclosed to us or evident from
relevant correspondence, an audit will not detect that breach.

Context of the ability of the audit to detect fraud or breaches of law or regulation

Owing to the inherent limitations of an audit, there is an unavoidable risk that we may not have detected
some material misstatements in the Annual Return, even though we have properly planned and performed
our audit in accordance with auditing standards. For example, the further removed non-compliance with
laws and regulations is from the events and fransactions reflected in the Annual Return, the less likely the
inherently limited procedures required by auditing standards would identify it.

In addition, as with any audit, there remained a higher risk of non-detection of fraud, as these may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal controls. Our audit
procedures are designed to detect material misstatement. We are not responsible for preventing non-
compliance or fraud and cannot be expected to detect non-compliance with all laws and regulations.

Other information — Report of the directors of the Managing Agent

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

Our responisibility is to read the Report of the directors of the Managing Agent and, in doing so, consider
whether, based on our Syndicate annual accounts audit work, the information therein is materially misstated
or inconsistent with the Syndicate annual accounts or our audit knowledge. Based solely on that work:

" we have not identified material misstatements in the Report of the directors of the Managing Agent;

" in our opinion the information given in the Report of the directors of the Managing Agent is consistent with
the Syndicate annual accounts; and

" in our opinion the information given in the Report of the directors of the Managing Agent have been
prepared in accordance with the requirements of the Insurance Accounts Directive (Lloyd's Syndicate and
Aggregate Accounts) Regulations 2008.
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Independent auditor’s report to the members of Syndicate 1301
(Continued)

Matters on which we are required to report by exception

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

" adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches noft visited by us; or

"  the Syndicate annual accounts are not in agreement with the accounting records and returns; or
= certain disclosures of directors’ remuneration specified by law are not made; or

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

Responsibilities of the directors of the Managing Agent

As explained more fully in their statement set out on page 9, the directors of the Managing Agent are
responsible for: the preparation of the Syndicate annual accounts and for being satisfied that they give a
frue and fair view; such internal control as they determine is necessary to enable the preparation of Syndicate
annual accounts that are free from material misstatement, whether due to fraud or error; assessing the
Syndicate’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern; and using the going concern basis of accounting unless they either infend to cease trading, or have
no realistic alternative but fo do so.

Auditor’s responsibilities

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 our opinion in an auditor’s
report. Reasonable assurance is a high level of assurance, but does not 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 aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of the Syndicate annual
accounts.

A fuller description of our responsibilities is provided on the FRC's website at
www.frc.org.uk/auditorsresponsibilities.

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

This report is made solely to the Syndicate’s members, as a body, in accordance with the Insurance Accounts
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 fo
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 Managing Agent and the Syndicate's members, as a body,
for our audit work, for this report, or for the opinions we have formed.

W

David Maddams (Senior Statutory Auditor)

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

15 Canada Square

London, E14 5GL
4 March 2021
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Income Statement: Technical account - General Business
For the year ended 31 December 2020

Earned premiums, net of reinsurance

Gross premiums written 5 144,478 175,405
Outwards reinsurance premiums (24,188) (31,933)
120,290 143,472
Chcmge in the provision for unearned 16
premiums
Gross amount 24,482 31,250
Reinsurers’ share (8,803) (32,626)
15,679 (1,376)
135,969 142,096
T
Claims incurred, net of reinsurance 5
Claims paid
Gross amount (155,854) (191,246)
Reinsurers’ share 48,477 64,675
(107,377) (126,571)
Change in the provision for claims 16
Gross amount 2,542 1,858
Reinsurers’ share 7,762 1,403
10,304 3.261
Net operating expenses 7 (66,036) (62,195)
Balance on the technical account - o

general business (23,981) ﬂ

All operations relate to continuing activities.

The notes on pages 20 to 56 form an integral part of these financial statements.
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Income Statement - Non-technical account

For the year ended 31 December 2020

Balance on the technical account - general

business

Investment income

Unrealised gains on investments

Investment expenses and charges

Unrealised losses on investments

Allocated investment return transferred to
technical account

Gain on foreign exchange

Loss for the financial year

All operations relate to continuing activities.

Note

10

10

10

10

10

2020 2019
£000 £000
(23,981) (37,605)
1,453 2,829
6,828 5,104
(46) (19)
(5.076) (2,110)
(3.159) (5.804)
2,330 5,150
(21,651) (32,455)

¥}

STARSTONE

There are no items of other comprehensive income in the accounting period, therefore no statement of other

comprehensive income has been presented.

The notes on pages 20 to 56 form an integral part of these financial statements.
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STARSTONE

Statement of Financial Position — Assets
As at 31 December 2020
2019

£000 £000

Investments

Other financial investments 11 176,454 167,710

Reinsurers’ share of technical

. . 16
provisions
Provision for unearned premiums 9,103 17,708
Claims outstanding 135,085 129,615
144,188 147,323
Debtors
Debfors arising OL_JT of direct 19 22 345 59376
insurance operations
Debfor§ arising out of reinsurance 13 52982 51643
operations
Other debtors 5,078 5,517
80,405 116,536
Other assets
Cash at bank and in hand 18 92175 5,399
9.175 5,399
Prepayments and accrued income
Accrued interest 305 322
Deferred acquisition costs 14 13,866 21,868
Q’rher prepayments and accrued 395 413
income
14,566 22,603
Total assets 424,788 459,571

The notes on pages 20 to 56 form an integral part of these financial statements.
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STARSTONE
Statement of Financial Position — Liabilities
As at 31 December 2020
N 2020 2019
£000 £000 £000 £000

Capital and reserves
Members' balances (68,926) (85,522)
Technical provisions
Provision for unearned premiums 57,604 82,191
Claims outstanding 364,841 372,186

16 422,445 454,377
Deposits received from reinsurers 46716 40,342
Creditors
Qredﬁors arising Qu‘r of direct 9,691 13.361
insurance operations
Cred|fgrs arising out of reinsurance 8.856 28.717
operations
Other creditors 2,521 3,266

17 21,068 45,344
Accruals and deferred income 3,485 5,030
Total liabilities and equity 424,788 459,571

The notes on pages 20 to 56 form an integral part of these financial statements.

The Syndicate financial statements on pages 14 to 56 were approved by the board of StarStone
Underwriting Limited and were signed on its behalf by:

P West
Director
04 March 2021
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STARSTONE
M 1
Statement of Changes in Members’ Balances
For the year ended 31 December 2020

2020 2019
Note t0[0]0) £000
Members' balances brought forward at 1 January (85,522) (93,667)
Loss for the year (21,651) (32,455)
Contribution fo losses 22 38,247 40,600
Members’ balances carried forward at 31 December (68,926) (85,522)

The notes on pages 20 to 56 form an integral part of these financial statements.

Members participate on Syndicates by reference to years of account (YOA) and their ultimate result, assets
and liabilities are assessed with reference to policies incepting in that year of account in respect of their

membership of a particular year.
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STARSTONE
Statement of Cash Flows
For the year ended 31 December 2020
Note 2020 2019

£000 £000 £000 £000
Cash flows from operating activities:
Loss for the year (21,651) (32,455)
Adjustments:
Decrease in technical provisions (31,932) (54,145)
grecfi/riigi in reinsurers share of technical 3135 38.297
Decrease in creditors (25,822) (130,711)
Movement in other assets/liabilities 6,410 39,945
Net interest and dividends receivable (3,159) (5,804)
Foreign exchange gains (127) (24)
Net cash outiflow from operating activities (29,014) (39,935)
Cash flows from investing activities:
Acquisitions of financial instruments (65,891) (86,262)
Proceeds from sale of financial instruments 63,535 94,464
Interest received 1,406 2,810
Increase in deposits with credit institutions - (113)
Cenftral Fund Loan (649) (766)
Decrease/ (Increase) in overseas deposits 4,306 (7.816)
Foreign exchange losses 3,199 2,911
Net cash inflow from investing activities 5,906 5,228
Cash flow from financing activities:
Contribution to losses 38,248 40,600
Net cash inflow from financing activities 38,248 40,600
Net increase in cash and cash equivalents 15,140 5,893
Cash and cash equivalents at 1 January 119,997 114,081
Effect of exchange rate changes on cash
and cash equivalents 127 23
Cash and cash equivalents at 31 December 18 135,264 119,997

The notes on pages 20 to 56 form an integral part of these financial statements.
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STARSTONE

Notes (forming part of the financial statements)

1. Basis of preparation

Syndicate 1301 ('the Syndicate') comprises a group of members of the Society of Lloyd’s that underwrites
insurance business in the London Market.

The financial statements have been prepared in accordance with the Insurance Accounts Directive (Lloyd’s
Syndicate and Aggregate Accounts) Regulations 2008 and Financial Reporting Standard 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland ("FRS 102") as issued in August 2014, and
Financial Reporting Standard 103 Insurance Contracts ("FRS 103") as issued in March 2014.

The financial statements have been prepared on the historical cost basis, except for financial assets which
have been recorded at fair value through the statement of profit or loss.

The financial statements are presented in Pound Sterling ("GBP"), which is the Syndicate’s functional currency.
All amounts have been rounded to the nearest thousand, unless otherwise indicated.

As permifted by FRS 103 the Syndicate has continued to apply the accounting policies that existed prior to
this standard for its insurance confracts.

The Syndicate has elected to apply paragraph 6.3 of FRS 103 to claims development triangles where the
Syndicate need not disclose information that occurred earlier than five years before the end of the first
financial year in which this FRS applies, building up to 10 years of development with the intfroduction of each
future period.

The Syndicate financial statements are prepared on a going concern basis in accordance with FRS102.

The directors have performed an assessment of the Syndicate’s ability to continue as a going concern,
including the assessment relating to the COVID-19 pandemic.

Underwriting activity has recommenced and operations restarted following the announcement of the sale of
Syndicate 1301's capacity and the Managing Agent (SUL) to Inigo Limited (Inigo) on 17 November 2020, and
subsequently the approval ‘in principle’ of the Inigo 2021 SBF at the Lloyd’s Council on 2 December 2020.

The completion of the sale is subject to customary regulatory approvals, which at the date of these financial
statements has not been received. The natfure of the business plan and risk profile of the Inigo 2021 and future
years of account is different from historic years of StarStone and there is inherent uncertainty related to the
Syndicate’s future success and viability. As such, the Syndicate’s plans and operations will be subject to close
oversight and, if post approval expectations are not met, revised plans and actions may be required. The
Syndicate’s management have concluded that due to a signed sale agreement and that the 2021 year of
account is actively being written, following Lloyd's approval of the 2021 SBF, it is appropriate to prepare the
financial statements on a going concern basis.

In response to the COVID-19 pandemic, the Syndicate initiated its Post Loss Exposure Reporting (“PLER”)
process. The process reviewed and assessed the potential implications for each class of business that the
Syndicate underwrites, across all its platforms, with involvement from underwriting, exposure management,
actuarial, claims and finance teams. The output of this review formed the basis of Syndicate’s loss reserving.
The current ultimate best estimate financial impact of COVID-19 is £21.7m, net of reinsurance and including
reinstatement premiums. This constitutes 9.5% of Syndicate’s tfotal net loss reserves.

The Syndicate’s financial forecasts reflect the outcomes that the directors consider most likely, based on the
information available at the date of signing these financial statements. To assess the Syndicate’s going
concern, resilience and response to the COVID-19 pandemic, the financial stability of the Syndicate was
modelled for a period of at least 12 months and a number of sensitivity, stress and scenario tests were applied.
This included analysis for both the 2020 and prior year of account, as well as the Inigo 2021 year of account.
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STARSTONE

Notes (continued)

1. Basis of preparation (continued)

For the 2020 and prior years of account, sensitivity analysis for claims investments, ULAE/run-off costs and
claims development was conducted. For the 2021 year of account, sensitivity analysis was conducted for
investments and claims development.

To further stress the financial stability of the Syndicate, additional scenario testing was performed. This included
modelling the occurrence of a number of high severity loss events impacting the Syndicate in 2021. The testing
identified that even under the more severe but plausible stress scenarios, the Syndicate had more than
adequate liquidity and solvency headroom.

In addition to the above, the following factors were also considered as part of going concern assessment:

On 15 January 2021, the UK Supreme Court delivered its judgement on the FCA's business interruption fest
case. The aim of the test case was to obtain clarity on insurance contfract wording and determine whether
certain business interruption clauses were friggered by the COVID-19 pandemic. For the insurance industry,
this means that in certain instances, policyholders will now have their COVID-19 related business inferruption
claims paid where previously these claims may have been denied. It may also impact the reinsurance industry
as insurers will seek to recover from the reinsurance protection they have in place. In light of the UK Supreme
Court ruling, the Syndicate has performed a detailed review of the business interruption clauses inits insurance
and reinsurance confracts and concluded that there is no material impact on the COVID-19 best estimate
loss booked for the year ended 31 December 2020.

The Syndicate’s strategy is to deploy capital info a hardening market, in which pricing strengthens due to
market capital constraints, and to lower the amount of capital deployed in a softer market, where pricing is
weaker due to over-supply of risk capital. The COVID-19 pandemic has generated (re)insurance market losses
both in terms of the claims environment and the impact on financial markets. In the face of these challenges
there has been a retrenchment in (re)insurance markets risk capital and capacity. This in turn has led to
contfinued rate increases in many of the Syndicate’s core insurance segments and accelerated rating
dislocation in the catastrophe exposed reinsurance lines. The Syndicate expects the momentum of rising rates
to continue in this and other classes of business across its portfolio throughout 2021 and beyond. The Syndicate
expects to take advantage of this rating improvement by writing increased levels of business at higher pricing
levels.

As at 31 December 2020, the Syndicate considers that it has more than adequate liquidity to pay its
obligations as they fall due. The Syndicate held cash and cash equivalents of £9.2 million and fixed maturity
investments with maturity dates of less than one year of £146.2m.

As at 31 December 2020, the average credit quality of the fixed maturity portfolio was A rated (31 December
2019 — Arated) and there has not been a significant change in Syndicate’s counterparty credit exposure as
aresult of the COVID-19 pandemic. However, it is an area the directors continue to monitor. Additional credit
risk disclosures are set out on pages 29 to 42.

Additionally, the ability of the syndicate to meet its obligations as they fall due is also underpinned by the
support provided by the Lloyd’s solvency process and its chain of security for any members who are not able
to meet their underwriting liabilities.

Based on the going concern assessment performed as at 31 December 2020, the directors consider there to
be no material uncertainties that may cast significant doubt over the Syndicate’s ability to continue to
operate as a going concern.
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STARSTONE

Notes (continued)

1. Basis of preparation (continued)

The directors have formed a judgment that there is a reasonable expectation that the Syndicate has
adequate resources to continue in operational existence in the foreseeable future, a period of at least 12
months from the date of signing these financial statements.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods
presented in these financial statements.

2. Use of judgments and estimates

In preparing these financial statements, the directors of the Managing Agent have made judgments,
estimates and assumptions that affect the application of the Syndicate’s accounting policies and the
reported amounts of assets, liabilities, income and expenses.

Actual results may differ from these estimates. Estimates and underlying assumpftions are reviewed on an
ongoing basis. Revisions to estimates are recognised prospectively.

Technical Provisions

The measurement of the provision for claims outstanding involves judgments 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 judgmental 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, judgment 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
technigques generally involve projecting from past experience the development of claims over fime 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.

In arriving at the level of claims provisions a management margin is applied over and above the actuarial
best estimate. 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 4.

Estimates of future premiums

For certain insurance confracts, premium is initially recognised based on estimates of ultimate premiums.
These estimates are judgemental and could result in misstatements of revenue recorded in the financial
statements. The main assumption underlying these estimates is that past premium development can be used
to project future premium development.
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STARSTONE

Notes (continued)

2. Use of judgments and estimates (continued)
Fair value of financial assets determined using valuation techniques

Where the fair value of financial assets recorded in the statement of financial position cannot be derived
from active markets, they are determined using a variety of valuation techniques that include the use of
discounted cash flow models and/or other mathematical models. The inputs from these models are derived
from observable market data where possible, but where observable market data are not available, judgment
is required to establish fair values. For fixed-income and asset-backed securities the judgments include
considerations for liquidity risk, credit risk, and prepayment rates.

For discounted cash flow analysis, estimated future cash flows and discount rates are based on current market
information and rates applicable to financial instruments with similar yields, credit quality and maturity
characteristics. Estimated future cash flows are influenced by factors such as economic conditions (including
country specific risks), concentrations of specific industries and market liquidity. Discount rates are influenced
by risk-free interest rates and credit risk.

Changes in the assumptions about these factors could affect the reported fair value of the financial
instruments.

3. 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 financial statements.

Insurance Contracts
Product classifications

Insurance contract are those contracts when the Company (the insurer) has accepted significant insurance
risk from another party (the policyholder) by agreeing to compensate the policyholder if a specified uncertain
future event (the insured event) adversely affects the policyholders. As a general guideline, the company
determines whether it has significant insurance risk, by comparing benefits paid with benefits payable if the
insured event did not occur. Insurance contracts can also fransfer financial risk. Once a contfract has been
classified as an insurance contract, it remains an insurance contract for the remainder of its lifetime, even if
the insurance risk reduces significantly during this period, unless all rights and obligations are extinguished or
expire.

Premiums written

Gross written premiums comprise the total premiums receivable for the whole period of cover provided by
the contracts entered into during the reporting period, regardless of whether these are wholly due for
payment in the reporting period, together with any adjustments arising in the reporting period to such
premiums receivable in respect of business written in prior reporting periods. They are recognised on the date
on which the policy commences. Additional or return premiums are freated as a re-measurement of the initial
premium. Premiums are shown gross of brokerage payable and exclude taxes and duties levied on them.

Written premiums include an estimate for pipeline premiums (i.e. premiums written but not reported to the
Company by the reporting date) relating only fo those underlying contracts of insurance where the period of
cover has commenced prior to the reporting date. The most significant assumption in this estimate is that prior
year experience will be consistent with current experience.

Outward reinsurance premiums are accounted for in the same accounting period as the premiums for the
related direct insurance or inwards reinsurance business.
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STARSTONE

Notes (continued)

3. Significant accounting policies (continued)
Managing Agent profit commission

The managing agent does not charge profit commission.
Fee and commission income

Insurance policyholders are charged for policy administration services, investment management services,
surrenders and other contract fees. These fees are recognised as revenue over the period in which the related
services are performed. If the fees are for services provided in future periods, then they are deferred and
recognised over those future periods.

Claims

Claims include all claims occurring during the year, whether reported or not, related internal and external
claims management costs that have been determined by an apportionment of employment costs, and any
adjustments to claims outstanding from previous years.

Internal claims handling costs, including remuneration costs of the claims department, are reclassified from
administrative expenses and included within claims incurred.

Reinsurance claims are recognised when the related gross insurance claim is recognised according to the
terms of the relevant contract.

Technical Provisions

Technical provisions comprise claims outstanding, provisions for unearned premiums and provisions for
unexpired risk.

Claims provisions

Claims incurred comprise claims and claims handling expenses (both internal and external) paid in the year
and the movement in provision for outstanding claims and settlement expenses.

Full provision is made on an individual case basis for the estimated cost of claims notified but not settled by
the balance sheet date after taking into account handling costs and settlement frends. A provision for claims
incurred but not reported (IBNR) is established from statistical analysis undertaken by the Syndicate’s
actuaries. The methods used and the estimates made are reviewed regularly.

Whilst the directors consider that the gross provision for claims and the related reinsurance recoveries are fairly
stated on the basis of the information currently available to them, the ultimate liability will vary as a result of
subsequent information and events. Any differences between provisions and subsequent settlements are
dealt with in the technical accounts of later years.

In calculating the estimated cost of unpaid claims the Syndicate uses a variety of estimation techniques,
generally based upon statistical analyses of historical experience, which assumes that the development
pattern of current claims will be consistent with past experience.
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STARSTONE

Notes (continued)

3. Significant accounting policies (continued)

Allowance is made, however, for changes or uncertainties which may create distortions in the underlying
statistics or which may cause the cost of unsettled claims to change when compared with the cost of
previously setftled claims including:

e changes in Syndicate processes which might accelerate or slow down the development and/or
recording of paid or incurred claims compared with the statistics from previous periods

e changesin the legal environment

o the effects of inflation

e changes in the mix of business

o the impact of large losses

e movement in industry benchmarks

A component of these estimation techniques is usually the estimation of the cost of notified but not paid
claims. In estimating the cost of these the Syndicate has regard fo claim circumstances as reported, and
information available from loss adjusters and information on the cost of settling claims with similar
characteristics in previous periods.

Large claims impacting each relevant business class are assessed separately where appropriate, being
measured on a case-by-case basis or projected separately in order to allow for the possible distortive effect
of the development and incidence of the large claims.

The provision for claims outstanding is based on information available at the balance sheet date and is
estimated to give a result within a normal range of outcomes. To the extent that the ultimate cost falls outside
this range, for example where assumptions over claims inflation may alter in future, there is a contingent
liability in respect of this uncertainty. Provisions are calculated allowing for reinsurance recoveries and a
separate asset is recorded for the reinsurers’ share, having regard to collectability.

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.

Anficipated salvage and subrogation recoveries are calculated on an individual case basis. The level of
recovery estimated is set on the basis of information which is currently available, including potential
outstanding claims advices and case law. Salvage and subrogation recoveries are included in claims
incurred in the income statement.

The liability is not discounted for the time value of money.
Provision for unearned premiums

Unearned premiums are those proportions of premiums written in a year that relate to periods of risk after the
reporting date. Written premiums are recognised as earned over the period of the policy on a time
apportionment basis having regard, where appropriate, to the incidence of risk. The provision for unearned
premiums is calculated on a daily pro rata basis where appropriate. The proportion aftributable to subsequent
periods is deferred as a provision for unearned premiums.

Unearned reinsurance premiums are those proportions of reinsurance premiums written in a year that relate
to periods of risk after the reporting date. Unearned reinsurance premiums are deferred over the term of the
underlying direct insurance policies for risks-attaching contracts, and over the term of the reinsurance
contract for losses-occurring confracts.
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STARSTONE

Notes (continued)

3. Significant accounting policies (continued)
Provision for unexpired risks

Provision is made for unexpired risks arising from general insurance contracts where the expected value of
claims and expenses attributable to the unexpired periods of policies in force at the balance sheet date
exceeds the unearned premiums provision in relation to such policies (after the deduction of any deferred
acquisition costs). The provision for unexpired risks is calculated by reference to classes of business which are
managed together, after taking into account the future investment return on investments held to back the
unearned premiums and unexpired claims provisions.

Deferred acquisition costs

Acquisition costs, comprising commission and other costs related to the acquisition of new insurance
contracts, the renewal of existing insurance contracts and the deferral of other costs directly related and
incremental to successful acquisition of a new or renewed insurance contract, are deferred to the extent that
they are attributable fo premiums unearned at the balance sheet date.

Deferred acquisition costs are amortised over the period in which the related premiums are earned.

The reinsurers’ share of deferred acquisition costs is amortised in the same manner as the underlying asset.
Amortisation is reported in the technical account.

Commissions receivable on outwards reinsurance confracts are amortised over the term of the outwards
reinsurance premiums and deferred to the extent that they are attributable to outwards reinsurance
premiums unearned as at the balance sheet date.

Reinsurance assets

The Syndicate cedes insurance 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 ferms of the confract, 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 income statement.

Insurance receivables

Insurance 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 receivables are measured
at amortised cost, using the effective interest rate method.

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
statement of profit or loss. Insurance receivables are derecognised when the de-recognition criteria for
financial assets have been met.
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STARSTONE

Notes (continued)

3. Significant accounting policies (continued)
Insurance payables

Insurance payables are recognised when due and measured on initial recognition at the fair value of the
consideration paid or payable less directly attributable tfransaction costs. Subsequent fo initial recognition,
they are measured at amortised cost using the effective interest rate method.

Insurance payables are derecognised when the obligation under the liability is settled, cancelled or expired.
Financial Investments

As permitted by FRS 102, the Syndicate has elected to apply the recognition and measurement provisions of
IAS 39 Financial Instruments: Recognition and Measurement (as adopted for use in the EU) to account for all
of its financial instruments.

Classification

The Syndicate classifies its financial assets into the following categories: Redeemable fixed interest securities,
deposits with credit institutions and shares and other variable yield securities. All of these assets are classified
as fair value through profit and loss.

The Syndicate determines the classification of its financial assets on initial recognition.
Recognition

Financial instruments are recognised when the Syndicate becomes a party to the contractual provisions of
the instrument. Financial assets are derecognised if the Syndicate's contractual rights to the cash flows from
the financial assets expire or if the Syndicate fransfers the financial asset to another party without retaining
conftrol of substantially all risks and rewards of the asset.

Purchases and sales of financial assets are recognised and derecognised, as applicable, on the frade date,
i.e. the date that the Syndicate commits itself to purchase or sell the asset.

Measurement

Redeemable debt securities and other fixed-income securities are classified as fair value through profit or loss
and are initially measured at fair value. Subsequent 1o initial recognition, these investments are re-measured
aft fair value at each reporting date. Fair value adjustments and realised gains and losses are recognised in
the income statement.

Deposits with credit institutions are also classified at fair value through profit or loss and are held at cost as the
best measure for fair value. These typically consist of callable on-demand deposits with very short maturities,
which are not always held to maturity, and cash letters of credit (LOCs).

Shares and other variable yield securities and units in unit trusts consist of collective investment schemes and
private equity investments. These are also designated on initial recognition as an asset to be measured aft fair
value with fair value changes recognised in profit or loss account at subsequent reporting periods. Realised
gains and losses are also recognised through profit and loss account.

Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the balance sheet when,
and only when, the Syndicate currently has a legal right to set off the amounts and intends either 1o seftle on
a net basis or to realise the asset and seftle the liability simultaneously.

StarStone Syndicate 1301 Annual Report and Financial Statements

27



¥}

STARSTONE

Notes (continued)

3. Significant accounting policies (continued)
Cash and cash equivalents

Cash and cash equivalents includes cash at bank and in hand as well as short-term deposits with credit
institutions. These consist of collateralised cash LOCs with a restriction of one month or less and highly liquid
short-term investments with maturity of less than 90 days from the date of acquisition.

Cash at bank and in hand on the statement of financial position includes only cash and balances at central
banks and loans and advances to banks repayable on demand.

Cash and cash equivalents are carried at amortised cost in the statement of financial position.
Investment return

Investment income comprises interest income, dividends receivable and readlised investment gains.
Investment return comprises investment income and movements in unrealised gains and losses on financial
instruments at fair value through profit or loss, less investment management expenses, interest payable,
realised losses and impairment losses.

Realised gains and losses on investments are calculated as the difference between sale proceeds and
purchase price. 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.

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 allocated to the technical
account in respect of actual investment return on investments supporting the general insurance technical
provisions and member balances. Any investment returns on investments that relate to undistributed profits
on closed years remain in the non-technical account.

Financial liabilities
The Syndicate’s financial liabilities consist of insurance creditors, intercompany balances and frade payables.

All financial liabilities are recognised initially at fair value. Infercompany balances are repayable on demand
and are typically settled within one year. Infercompany balances are subsequently measured at amortised
cost should they remain unsettled over a year. A financial liability is derecognised when the obligation under
the liability is discharged or expires.

Foreign currencies
The Syndicate’s functional currency and its presentation currency are GBP.

Transactions in foreign currencies are translated to the functional currency using the exchange rates at the
date of the transactions. The Syndicate's monetary assets and liabilities denominated in foreign currencies
are translated into the functional currency at the rates of exchange at the balance sheet date. Non-
monetary assets and liabilities denominated in foreign currencies that are measured at fair value are
retranslated to the functional currency at the exchange rate at the date that the fair value was determined.
Non-monetary items denominated in foreign currencies that are measured at historic cost are franslated to
the functional currency using the exchange rate at the date of the fransaction.

Differences arising on translation of foreign currency amounts relating to the insurance operations of the
Syndicate are included in the non-technical account.
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STARSTONE

Notes (continued)

3. Significant accounting policies (continued)
Taxation

Under Schedule 19 of the Finance Act 1993 managing agents are notf required to deduct basic rate income
tax from trading income. In addition, all UK basic rate income tax (currently at 20%) deducted from Syndicate
investment income is recoverable by managing agents and consequently the distribution made to members
or their members' agents is gross of tax.

No provision has been made for any United States Federal Income Tax payable on underwriting results or
investment earnings. Any payments on account made by the Syndicate during the year have been included
in the balance sheet under the heading 'other debtors'.

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

StarStone Group operates a defined confribution scheme. Pension confributions relating to Syndicate staff
are charged to the Syndicate as incurred and are included within net operating expenses.

4. Risk and capital management
Introduction and overview

This note presents information about the nafure and extent of insurance and financial risks to which the
Syndicate is exposed, the Managing Agent's objectives, policies and processes for measuring and managing
insurance and financial risks, and for managing the Syndicate's capital.

Risk management framework

The Board of directors of the Managing Agent has overall responsibility for the establishment and oversight of
the Syndicate's risk management framework. The Board has established a Risk Committee to oversee the
operation of the Syndicate's risk management framework and to review and monitor the management of
the risks to which the Syndicate is exposed. The Risk Committee has delegated oversight of the management
of aspects of insurance risks to the StarStone Run-off, Underwriting and Reserving Committees, which are
responsible for developing and monitoring insurance risk management policies, and the management of
aspects of financial risks to the StarStone Investment Committee, which is responsible for developing and
monitoring financial risk management policies.

The Risk Committee reports regularly to the Board of directors on its activities. The StarStone Run-off,
Underwriting and Reserving Committees and the StarStone Investment Committee report regularly to the Risk
Committee on their activities.

The risk management policies are established fo identify and analyse the risks faced by the Syndicate, to set
appropriate risk limits and conftrols, and to monitor risks and adherence to limits.

Management of insurance risk

A key component of the management of underwriting risk for the Syndicate is the risk of uncertainty around
all unexpired and future underwriting exposure. The Board manages premium risk by agreeing its appetite for
these annually through the business plan.

Contracts can contain a number of features which help to manage the underwriting risk such as the use of
deductibles, or capping the maximum permitted loss, or number of claims (subject to local regulatory and
legislative requirements)
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4. Risk and capital management (continued)
Management of insurance risk (continued)

The Syndicate makes use of reinsurance to mitigate the risk of incurring significant losses linked to one event
or catastrophe, including excess of loss and quota share reinsurance. Where an individual exposure is
deemed surplus to the Syndicate's appetite additional facultative reinsurance is also purchased.

The Reserving Committee oversees the management of reserving risk. The use of proprietary and
stfandardised modelling techniques, internal and external benchmarking, and the review of claims
development are all instrumental in mitigating reserving risk.

The Managing Agent's in-house actuaries perform a reserving analysis on a quarterly basis liaising closely with
underwriters, claims and reinsurance technicians. The aim of this exercise is to produce a probability-weighted
average of the expected future cash outflows arising from the settlement of incurred claims. These projections
include an analysis of claims development compared o the previous ‘best estimate’ projections. The output
of the reserving analysis is reviewed by external consulting actuaries.

The Reserving Committee performs a comprehensive review of the projections, both gross and net of
reinsurance. Following this review the Reserving Committee makes recommendations to the Risk Committee
and the Managing Agent’s Board of directors of the amount of claims provisions to be established.

Concentration of insurance risk

The Syndicate's exposure to insurance risk is well diversified. The following table provides an analysis of the
geographical breakdown of its written premiums by class of business.

. Fire and
Marine, other
Accident aviation Third party .
damage L L Reinsurance
Year 2020 and Health and to liability
transport
property
£'000 £'000 £'000 £'000
UK - 438 206 40 253 322 1,259
France 1 (29) 248 - - 67 287
Germany - 16 - - - 143 159
Other - 93 118 92 494 3,007 3,804
Europe
us 25 1,168 17,523 (152) (86) 1,711 20,189
Other 9,077 28,121 9.921 14,458 8,278 48,925 118,780
Total 9,103 29,807 28,016 14,438 8,939 54,175 144,478
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4. Risk and capital management (continued)

Concentration of insurance risk (continued)

Marine, Fire and
aviation other
Year 2019 Accident and damage Third party
and Health transport to property liability Reinsurance
£'000 £'000 £'000 £'000 £'000
UK - 258 856 3 199 367 1,683
France 1 (12) (679) - - 10 (680)
Germany - (10) (1) - - 166 155
Other (42) 607 376 60 604 4,417 6,022
Europe
us (186) 2,097 6,579 296 255 3,808 12,849
Other 9,746 36,758 23,452 12,578 6,418 66,424 155,376
Total 9.519 39,698 30,583 12,937 7,476 75,192 175,405

The Other category includes policies with worldwide risk exposures.
Sensitivity to insurance risk

The liabilities established, which includes claims outstanding and claims incurred but not reported (IBNR),
could be significantly lower or higher than the ultimate cost of settling the claims arising. This level of
uncertainty varies between the classes of business and the nature of the risk being underwritten and can arise
from developments in case reserving for large losses and catastrophes, or from changes in estimates of IBNR.
A five per cent increase or decrease in the ultimate cost of settling claims arising is considered to be
reasonably possible at the reporting date.

A five percent increase or decrease in total net claims liabilities would have the following effect on profit or
loss and equity:

2020 2019

5 per cent 5 per cent 5 per cent 5 per cent

increase (o [=Yed (=To [1-) increase decrease
£'000 £'000 £'000 £'000
Accident and health (1,74¢) 1,746 (370) 370
Marine, aviation and transport (4,329) 4,329 (5.891) 5,891
Fire and other damage to property (3,600) 3,600 (3.443) 3,443
Third party liability (1,091) 1,091 (2,146) 2,146
Miscellaneous (545) 545 (278) 278
Total (11,311) 11,311 (12,128) 12,128

StarStone Syndicate 1301 Annual Report and Financial Statements

31



¥}

STARSTONE

Notes (continued)

4. Risk and capital management (continued)
Financial risk

The focus of financial risk management for the Syndicate is ensuring that the proceeds from its financial assets
are sufficient to fund the obligations arising from its insurance contracts. The goal of the investment
management process is fo optimise the risk-adjusted investment income and risk-adjusted total return by
investing in a diversified portfolio of securifies, whilst ensuring that the assets and liabilities are managed on a
cash flow and duration basis.

Credit risk

Credit risk is the risk of financial loss to the Syndicate if a counterparty fails to discharge a contractual
obligation.

The Syndicate is exposed to credit risk in respect of the following:

" debt securities;

= reinsurers' share of insurance liabilities;

= amounts due from intermediaries;

" amounts due from reinsurers in respect of settled claims;
® cash and cash equivalents; and

= other debtors and accrued interest.

The nature of the Syndicate's exposures to credit risk and ifs objectives, policies and processes for managing
credit risk have not changed significantly from the prior year.

Management of credit risk

The Syndicate's credit risk in respect of debt securities is managed by placing limits on its exposure to a single
counterparty, by reference to the credit rating of the counterparty. Financial assets are graded according
to current credit ratings issued by rating agencies such as Standard and Poor's. The Syndicate has a policy
of investing mainly in government issued and government backed debfts. The Syndicate does not currently
invest new monies in speculative grade assets.

The Syndicate limits the amount of cash and cash equivalents that can be deposited with a single
counterparty and maintains an authorised list of acceptable cash counterparties.

The Syndicate's exposure fo intermediaries and reinsurance counterparties is monitored by the individual
business units as part of their credit control processes. All intermediaries must meet minimum requirements
established by the Syndicate. The credif ratings and payment histories of infermediaries are monitored on a
regular basis.

The Syndicate assesses the creditworthiness of all reinsurers by reviewing public rating information and by
internal investigations. The impact of reinsurer default is regularly assessed and managed accordingly.

Exposure to credit risk

The carrying amount of financial assets and reinsurance assets represents the maximum credit risk exposure.
The Syndicate does not hold any collateral as security or purchase any credit enhancements (such as
guarantees, credit derivatives and netting arrangements that do not qualify for offset).
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4. Risk and capital management (continued)

Exposure to credit risk (continued)

The following table analyses the credit rating by investment grade of financial investments, reinsurers' share
of claims outstanding, debtors arising out of direct insurance and reinsurance operations, cash at bank and
in hand, and other debtors and accrued interest that are neither past due, nor impaired.

Year 2020 Total

Financial investments
Shares and other variable yield

AAA
£'000

AA
£'000

A
£'000

BBB
£'000

Not
rated
£'000

<BBB
£'000

Total

£'000

o o e . 34,442 6,545 55822 28,847 412 - 126,088
securities and units in unit trusts
Debt securifies and other fixed 11,302 5,166 8,387 6,741 378 - 31,974
income securities
Loans with credit institutions - - 1,416 - - - 1,416
Deposits with credit institutions - - 2,000 - - - 2,000
Overseas deposits 8,168 2,502 2,369 960 977 - 14,976
Reinsurers’ share of claims outstanding - 3,776 81,325 49,941 42 1 135,085
Debior:s arising out of direct insurance i i i i 4571 4571
operations
Debior:s arising out of reinsurance i 1248 19,991 290 ) . 21529
operations
Cash at bank and in hand - 9,175 - - - - 9,175
Other debtors and accrued interest - - - - - 5,383 5,383
Total 53,912 28,412 171,310 86,799 1,809 9,955 352,197
AAA AA A BBB  <BBB el Total
Year 2019 Total rated
£'000 £'000 £'000 £'000 £'000 £'000 £'000
Financial investments
shares and ofher variable yield 5, 556 g5, 43,488 12,403 9.017 4562 114,599
securifies and units in unit trusts
F)eb‘r securme_s.ond other fixed 13.783 6.526 6,699 4.304 ) ) 31312
income securifies
Loans with credit institutions - - 766 - - - 766
Deposits with credit institutions - - 2,058 - - - 2,058
Overseas deposits 9,042 4,723 3,400 989 822 - 18,976
Reinsurers’ share of claims outstanding - 18,701 110,877 - - 37 129,615
Debfor§ arising out of direct insurance ) ) ) ) 34,097 34,097
operations
Debtor; arising out of reinsurance ) 2721 17.739 ) ) 8 20,468
operations
Cash at bank and in hand - - 5,399 - - - 5,399
Other debtors and accrued interest - - - - - 6,252 6,252
Total 55,103 45,522 190,426 17,696 9,839 44,956 363,542
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4. Risk and capital management (continued)
Exposure to credit risk (continued)

At 31 December 2020, the largest concentration of credit risk in the Syndicate's debt security portfolio was in
governments bonds amounting to £9.5 million (2019: £14.0 million).

The Syndicate has concentrations in its debt securities portfolio through its holdings of structured securities
(including mortgage backed securities). The Syndicate does not have any investments with exposure to
peripheral Eurozone countries.

Financial assets that are past due or impaired

The Syndicate has debtors arising from direct insurance and reinsurance operations that are past due but not
impaired af the reporting date.

These debtfors have been individually assessed for impairment by considering information such as the
occurrence of significant changes in the counterparty’s financial position, patterns of historical payment
information and disputes with counterparties. An analysis of the carrying amounts of past due or impaired
debtors is presented in the table below. The debtors arising from reinsurance operations excludes accepted
reinsurance debtors of £31.4 million (2019: £31.2 million).

Debtors arising from Debtors arising from
direct insurance reinsurance

Year 2020 . .
operations operations

£000 £000

Past due but not impaired financial assets:

Past due by:
Up to 3 months 3,900 -
Three to Six Months 3.814 -
Six Months to one year 6,596 -
Greater than one year 3,464 -
Past due but not impaired financial assets 17,774 -

Impaired financial assets - -
Gross value of past due and impaired

N . 17,774 -
financial assets

Less: individually assessed impairment ] i
allowances

Net carrying value of past due and

. . . R 17,774 -
impaired financial assets

Neither past due nor impaired financial 4571 21,529
assets

Net carrying value 22,345 21,529
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4. Risk and capital management (continued)

Financial assets that are past due or impaired (continued)

Debtors arising from Debtors arising from
direct insurance reinsurance

Year 2019 operations operations

£000 £000

Past due but not impaired financial

assefs:

Past due by:
Up to 3 months 9,246 -
Three to Six Months 4,336 -
Six Months to one year 7.034 -
Greater than one year 4,663 -

Past due but not impaired financial assets 25,279 -

Impaired financial assets - -

Gross value of past due and impaired
financial assets

Less: individually assessed impairment
allowances

25,279 -

Net carrying value of past due and

impaired financial assets 25,279 -

Neither past due nor impaired financial
assets

Net carrying value 59,376 20,469

34,097 20,469

Liquidity risk

Liquidity risk is the risk that the Syndicate will encounter difficulty in meeting obligations arising from its
insurance contracts and financial liabilities. The Syndicate is exposed to daily calls on its available cash
resources mainly from claims arising from insurance contracts.

The nature of the Syndicate's exposures to liquidity risk and its objectives, policies and processes for managing
liguidity risk have not changed significantly from the prior year.

Management of liquidity risk

The Syndicate's approach to managing liquidity risk is to ensure, as far as possible, that it will always have
sufficient liquidity fo meet its liabilities when they fall due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the Syndicate's reputation.
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4. Risk and capital management (continued)
Management of liquidity risk (continued)
The Syndicate's approach to managing its liquidity risk is as follows:

"  Forecasts are prepared and revised on a regular basis to predict cash outflows from insurance contracts
over the short, medium and long term;

" Assetspurchased by the Syndicate are required to satisfy specified marketability requirements;
" The Syndicate maintains cash and liquid assets to meet daily calls on its insurance contracts;

" The Syndicate regularly reviews its confingency funding plans to ensure that adequate liquid financial
resources are in place to meet obligations as they fall due in the event of reasonably foreseeable
abnormal circumstances.

The maturity analysis presented in the table below shows the remaining contractual maturities for the
Syndicate’s insurance contracts and financial instruments. For insurance confracts, the contractual
maturity is the estimated date when the gross undiscounted confractually required cash flows will occur. For
financial assets and liabilities it is the earliest date on which the gross undiscounted cash flows (including
contfractual interest payments) could be paid assuming conditions are consistent with those at the reporting
date. The actual timing of future settlement cash flows may differ materially from the disclosure below.

Undiscounted net cash flows

More
than 5
years
£000 £000 £000 £000 £000

Carrying Less than 1-2 2-5

Year 2020
amount 1 year years years

Financial investments:

Shares and other variable yield

ope o s . 126,088 126,088 126,088 - - -
securities and units in unit trusts

Debt securities 31,974 31,974 1,775 6,181 23,545 473
Deposits with credit institutions 3,416 3,416 3,416 - - -
Overseas deposits 14,976 14,976 14,976 - - -
gf:\‘j;:f;: share of technical 144188 144,188 66572 34392 32,940 10,284
Debtors and accrued interest 81,105 81,105 81,105 - - -
Cash at bank and in hand 9.175 9.175 9.175 - - -
Total assets 410,922 410,922 303,107 40,573 56,485 10,757
Technical provisions 422,445 422,445 195,043 100,764 96,509 30,129
Deposits received from reinsurers 46,716 46,716 46,716 - - -
Creditors 21,068 21,068 21,068 - - -
Total liabilities 490,229 490,229 262,827 100,764 96,509 30,129
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4. Risk and capital management (continued)
Management of liquidity risk (continued)

Undiscounted net cash flows
More
I-2 years 2-5years than 5
years
£000 £000 £000 £000 £000

Carrying Less than

Year 2019
amount 1 year

Financial investments:

Shares and other variable yield

securities and units in unit trusts 114,598 114,598 114,598 i i i
Debt securities 31,312 31,312 1,707 2,614 25,662 1,329
Deposits with credit institutions 2,824 2,824 2,824 - - -
Overseas deposits 18,976 18,976 18,976 - - -
Ei'ﬁzger:: share of technical 147,323 147,323 46,731 38,498 47,715 14,379
Debtors and accrued interest 117,271 117,271 117,267 4 - -
Cash at bank and in hand 5,399 5,399 5,399 - - -
Total assets 437,703 437,703 307,502 41,116 73.377 15,708
Technical provisions 454,377 454,377 191,475 104,825 128,988 29,089
Deposits received from reinsurers 40,342 40,342 40,342 - - -
Creditors 45,344 45,344 45,344 - - -
Total liabilities 540,063 540,063 277,161 104,825 128,988 29,089

In the above tables, the majority of debt securities, are included in the '2-5 years' column. In practice cash
could be realised through the sale of the Syndicate's investments in debt securities. The disclosure does not
take account of premiums received from new business written which can be used to pay claims arising.

Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument or insurance contract will
fluctuate because of changes in market prices. Market risk comprises three types of risk: interest rate risk,
currency risk and other price risk.

The objective of market risk management is to manage and control market risk exposures within acceptable
parameters, while optimising the return on risk. The nature of the Syndicate exposures to market risk and its
objectives, policies and processes for managing market risk have not changed significantly from the prior
year.

Management of market risks

For each of the major components of market risk the Syndicate has policies and procedures in place which
detail how each risk should be managed and monitored. The management of each of these major
components of major risk and the exposure of the Syndicate at the reporting date to each major risk are
addressed on pages 38 to 40.
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4. Risk and capital management (continued)
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.

Interest rate risk arises primarily from the Syndicate's financial investments, cash and overseas deposits. The
risk of changes in the fair value of these assets is managed by primarily investing in short-duration financial
investments and cash and cash equivalents. The StarStone Investment Committee monitors the duration of
these assets on a regular basis.

Currency risk

The Syndicate writes business primarily in Sterling, Euro and US dollar and is therefore exposed to currency risk
arising from fluctuations in the exchange rates of Sterling against these currencies. The foreign exchange
policy is fo maintain assets in the currency in which the cash flows from liabilities are to be settled.

The table below summarises the carrying value of the Syndicate's assets and liabilities, at the reporting date:

CAD AUD

Year 2020

£000 £000

Financial investments

Shares and other variable yield

o o e . 2,674 39,497 72,526 11,391 - 126,088
securities and units in unit trusts
Pebi securlhe.s .and other fixed 7,326 i 24,648 i i 31.974
income securities
Deposits with credit institutions 1,416 - 2,000 - - 3,416
Overseas deposits 3,763 - 1,594 2,376 7,243 14,976

15,179 39.497 100,768 13,767 7.243 176,454

Reinsurers’ share of technical
provisions

Insurance and reinsurance
receivables

14,081 12,726 110,981 3,422 2,978 144,188

15,054  (24,755) 84,317 (4.413) 5,124 75,327

Cash at bank and in hand 257 142 1,752 - 7,024 9,175
Other assets 784 1,903 14,589 288 2,080 19,644
Total assets 45,355 29,513 312,407 13,064 24,449 424,788
Technical provisions 33,627 47,795 312,546 8,338 20,139 422,445
Deposits received from reinsurers - - 46,716 - - 46,716
Insurance and reinsurance payables 113 (5.400) 22,865 (1,365) 2,334 18,547
Other creditors 2,243 530 2,974 214 45 6,006
Total liabilities 35,983 42,925 385,101 7187 22,518 493,714
Net assets 9,372 (13,412) (72,694) 5,877 1,931  (68,926)
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4. Risk and capital management (continued)

Currency risk (continued)

Year 2019

Financial investments

Shares and other variable yield

. o . 1,320 38,945 62,459 11,874 - 114,598
securities and units in unit trusts
!Debf securl’rle_s.cmd other fixed 9676 ) 21 636 ) ) 31312
income securities
Deposits with credit institutions 766 - 2,058 - - 2,824
Overseas deposits 5,353 - 1,829 2,811 8,983 18,976

17,115 38,945 87,982 14,685 8,983 167,710

Reinsurers” share of fechnical 6,146 12,123 122,208 3,504 3,342 147,323
provisions
Insurance and reinsurance 8,689  (21,926) 118,635 (1,130) 6,751 111,019
receivables
Cash at bank and in hand 1,356 1,914 678 - 1,451 5,399
Other assets 2,751 2,534 19,989 663 2,183 28,120
Total assets 36,057 33,590 349,492 17,722 22,710 459,571
Technical provisions 27,417 49,870 350,596 10,046 16,448 454,377
Deposits received from reinsurers - - 40,342 - - 40,342
Insurance and reinsurance (7,916) (161) 44,350 1039 4,766 42,078
payables
Other creditors 5,148 334 2,376 374 64 8,296
Total liabilities 24,649 50,043 437,664 11,459 21,278 545,093
Net assets 11,408 (16,453) (88,172) 6,263 1,432 (85,522)
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4. Risk and capital management (continued)
Sensitivity analysis to market risks

An analysis of the Syndicate's sensitivity to interest rate and other price risk is presented in the table below.
The table shows the effect on profit or loss of reasonably possible changes in the relevant risk variable,
assuming that all other variables remain constant, if that change had occurred at the end of the reporting
period and had been applied to the risk exposures at that date.

2020 2019

Profit or loss Profit or loss
for the year for the year
£'000 £'000

Interest rate risk
+ 50 basis points shift in yield curves (1,058) (1,330)
- 50 basis points shift in yield curves 926 1,330

Currency risk

10 percent increase in GBP/euro exchange rate 1,219 1,496
10 percent decrease in GBP/euro exchange rate (1,490) (1,828)
10 percent increase in GBP/US dollar exchange rate 6,608 8,016
10 percent decrease in GBP/US dollar exchange rate (8,077) (9.797)
Market price risk

5 percent increase in market prices 8,616 7,678
5 percent decrease in market prices (8,616) (7.678)

The impact of the reasonably possible changes in the risk variables on Members' balances would be the
same, since the Syndicate recognises all changes in recognised assets and liabilities in profit or loss.

A 50 basis point increase (or decrease) in yield curves and a 5% increase (or decrease) in investment market
prices have been selected on the basis that these are considered to be reasonably possible changes in these
risk variables over the following year.

The sensitivity analysis demonstrates the effect of a change in a key variable while other assumptions remain
unchanged. However, the occurrence of a change in a single market factor may lead to changes in other
market factors as a result of correlations.

The sensitivity analyses do not take into consideration that the Syndicate’s financial investments are actively
managed. Additionally, the sensitivity analysis is based on the Syndicate's financial position at the reporting
date and may vary at the time that any actual market movement occurs. As investment markets move past
pre-determined trigger points, action would be taken which would alter the Syndicate's position.
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4. Risk and capital management (continued)
Operational risk

This is the risk that errors caused by people, processes or systems lead fo losses to the Syndicate. The Managing
Agent seeks to manage this risk through the use of detailed procedure manuals and a structured programme
of compliance testing of processes and systems.

Group risk

This is the risk that changes in group strategy or the fortunes of other group companies will lead to losses to
the Syndicate. This risk is reviewed quarterly as part of the regular review processes.

Regulatory risk

The Managing Agent is required to comply with the requirements of the Prudential Regulation Authority, the
Financial Conduct Authority and Lloyd's. Lloyd's requirements include minimum standards and 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 a regulatory change. The
Managing Agent monitors regulatory developments and assesses their impact on agency policy and
procedures. In addition, the agency carries out a compliance monitoring programme.

Capital management
Capital framework at Lloyd’s

The Society of Lloyd's (Lloyd's) is a regulated undertaking and subject to supervision by the Prudential
Regulatory Authority (PRA) under the Financial Services and Markets Act 2000, and in accordance with the
Solvency Il Framework.

Within this supervisory framework, Lloyd's applies capital requirements at member level and centrally to
ensure that Lloyd's would comply with the Solvency Il requirements, and beyond that to meet its own financial
strength, licence and ratings objectives.

Although, as described below, Lloyd's capital setting processes use a capital requirement set at Syndicate
level as a starting point, the requirement to meet Solvency 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 1301 is not disclosed in these financial statements.

Lloyd’s capital setting process

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

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 on the Syndicates on which it is participating but not other members'
shares. Accordingly, the capital requirements that Lioyd's sets for each member operates on a similar basis.
Each member’s SCR shall thus be determined by the proportion of the member's share of the Syndicate SCR
to ultimate'. Where a member participates on more than one Syndicate, a credit for diversification is
provided to reflect the spread of risk, but consistent with determining an SCR which reflects the capital
requirement to cover a 1 in 200 loss 'to ultimate' for that member. Over and above this, Lioyd'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 2019 was 35% of the member's SCR 'to ultimate'.

Provision of capital by members

Each member may provide capital to meet its ECA either by assets held in trust by Lloyd's specifically for that
member (funds at Lloyd's), assets held 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 balance
sheet on page 17, represent resources available to meet members' and Lloyd's capital requirements.

5. Analysis of underwriting result

An analysis of the underwriting result before investment return and profit/(loss) on foreign exchange is
presented in the table below:

Gross Gross Gross Gross
Year 2020 premiums premiums claims operating

Reinsurance

. . balance
written earned incurred expenses

£000 £000 £000 £000 £000

Direct insurance

Accident and health 9,103 8,717  (17,148) (3.671) 3,514  (8,588)
Marine, aviation and transport 29,807 37,793 (21,464) (13,790) (3.394) (855)
E:jp“e':fy“he’ damage o 28016 32306 (13.273)  (13,567) (4020) 1,446
Third party liability 14,438 16,557  (10,507) (4,321) (2,802) (1,073)
Miscellaneous 8,939 8,081 (26,948) (3.002) 16,846  (5,023)

90,303 103,454  (89,340)  (38,351) 10,144 (14,093)
Reinsurance 54,175 65,506 (63,972) (27,485) 13,104 (13,047)
Total 144,478 168,960 (153,312)  (66,0348) 23,248 (27,140)
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5. Analysis of underwriting result (continued)

Gross Gross Gross Gross
premiums premiums claims operating

Reinsurance

Year 2019 balance

written earned incurred  expenses
£000 £000 £000 £000 £000

Direct insurance

Accident and health 9,519 9,470 (7,901) (3,562) (1,198) (3,191)

Marine, aviation and 39,698 50,578 (48.995)  (15.907) 1,622 (12,702)

fransport

Fire and other damage to 30,583 45,834 (40,810)  (13,050) 2,632 (5,394)

property

Third party liability 12,937 15,892 (37,837) (2.854) 8,471  (16,328)

Miscellaneous 7,476 7,529 (4,974) (826) (1,848) (119)
100,213 129,303  (140,517)  (36,199) 9,679  (37.734)

Reinsurance 75,192 77,352 (48,871) (25,996) (8,160) (5,675)

Total 175,405 206,655  (189,388)  (62,195) 1,519 (43,409)

No gains or losses were recognised in profit or loss during the year on buying reinsurance (2019: nil).

The gross premiums written for direct insurance by geographical risk exposure is presented in the table below:

2020 2019

t0[0]0) t0[0]0)
United Kingdom 938 1,316
Other European Union Member States 1,021 2
us 18,494 9,041
Other countries 69,850 89,854
Total gross premiums written 90,303 100,213

The Other category includes policies with worldwide risk exposures.
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6. Claims

Adverse movements of £1.0 thousand (2019: £18.5 million adverse) in the past year's provision for claims
outstanding, net of expected reinsurance recoveries, are included in claims incurred, net of reinsurance.

These arose in respect of the following classes of business:

2020 2019

£'000 E0[0[0)

Accident and health (4.186) (2,056)

Marine, aviation and transport 6,278  (5,266)

Fire and other damage to property (3.151) 56

Third party liability 3,812 (16,126)

Miscellaneous 2,574 (583)

Reinsurance (5.328) 5,492

(1) (18,483)

7. Net operating expenses
2020 2019
£'000 E0[0[0)
Acquisition costs:

Brokerage and commissions 33,933 44,796
Other acquisition costs 1,851 9.619
35,784 54,415
Change in deferred acquisition costs 5,409 (6,257)
Administrative expenses 28,449 16,153
Members' standard personal expenses 1,757 2,595
Reinsurance commissions and profit participation (5.363) (4,711)
Net operating expenses 66,036 62,195

Total written commissions for direct insurance business for the year amounted to £24.8 million (2019: £40.5
million).

The majority of administrative expenses are incurred by the UK services company and are recharged to the
Syndicate in line with Group policy. As a result of the run-off announcement, the Syndicate incurred additional
restructuring expenses of £8.3m.

The member’s standard personal expenses are included within administrative expenses and include Lloyd’s
subscriptions, New Central Fund conftributions and Managing Agent’s fees.
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7. Net operating expenses (continued)

Administrative expenses include:

2020 2019

£'000 £'000
Auditors’ remuneration:

fees payable to the Syndicate’s auditor for the audit of these

financial statements 30 30
fees payable to the Syndicate’s auditor for the audit of regulatory

332 285
returns
fees payable to the Syndicate’s auditor and its associates in 160 160

respect of other services pursuant to legislation

8. Key management personnel compensation

The directors of StarStone Underwriting Limited received the following aggregate remuneration charged to
the Syndicate and included within net operating expenses:

2020 2019

£000 £000

Directors’ emoluments 644 679
Contribution to pension schemes 17 49
661 728

No other compensation was payable to key management personnel.

The active underwriter received the following aggregate remuneration charged to the Syndicate and
included within directors’ emoluments above.

2020 2019
£000 £000
Emoluments 201 214

9. Staff numbers and costs

All staff are employed by Enstar (EU) Limited. The average number of persons employed by Enstar (EU) Limited,
but working for the Syndicate during the year, analysed by category, was as follows:

2020 2019

Administration and finance 33 36
Underwriting 8 43
Claims 16 12
57 91

StarStone Syndicate 1301 Annual Report and Financial Statements

45



¥}

STARSTONE

Notes (continued)

9. Staff numbers and costs (continued)

The following amounts were recharged by Enstar (EU) Limited through the managing agency to the Syndicate
in respect of payroll costs:

2020 2019

£000 £000

Wages and salaries 14,154 11,871
Social security costs 1,675 1,636
Other pension costs 862 810
Other 804 357
17,495 14,674

As a result of the run-off announcement, the Syndicate incurred additional restructuring expenses of £4.0m
included in staff costs.

10. Investment return

The investment return transferred to the technical account from the non-technical account comprises the
following:

2020 2019
£'000 £'000
Investment income:
Interest and dividend income 1,162 1.886
Realised gains 393 1,098
Unrealised gains on investments 6,828 5,104
Investment expenses and charges:
Investment management expenses, including interest (46) (19)
Losses on the realisation of investments (102) (155)
Unrealised losses on investments (5,076) (2,110)
Investment return transferred to the technical account from (3.159) (5,804)

the non-technical account

Total investment return - -

The Syndicate's focus is on liquidity and the preservation of capital. The investment policy is to invest
predominantly in high quality, short dated bonds. The maturity profile of the portfolio reflects the short tail
nature of the underwriting commitments, the currency mix is matched to that of the net liabilities and there is
no exposure to equities.
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10. Investment return (continued)
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The total income, expenses, net gains or losses, including changes in fair value, recognised on all financial

assets and financial liabilities comprises the following:

2020 2019
£'000 £'000
Financial assets at fair value through profit or loss 2,043 3,937
Financial assets at amortised cost:
Interest income 1,162 1,886
Impairment losses on debtors - -
Financial liabilities at amortised cost:
Interest expense - -
Investment management expenses, excluding interest (46) (19)
Total investment return 3,159 5,804

The table below presents the average amounts of funds in the year per currency and analyses by major

currency the average investment yields in the year.

2020 2019
£000 £000
Average amount of syndicate funds available for investment
during the year
Sterling 16,953 20,194
Euro 40,250 42,139
US dollar 39,559 36,273
Canadian Dollar 3.875 3.398
Australian Dollar 12,351 7,965
Total funds available for investment, in sterling 112,988 109,969
Total investment return 3,159 5,804
Annual investment yield
Sterling 2.06% 1.79%
Euro 3.56% 7.66%
US dollar 2.57% 4.43%
Canadian Dollar 4.62% 9.15%
Australian Dollar 1.49% 3.70%
Total annual investment yield, in sterling 2.80% 5.28%
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11. Financial investments

Carrying value

2020 2019
£'000 £'000

Shares and other variable yield

. o . 126,088 114,598 123,719 113,012
securities and units in unit trusts

Debt securities and other fixed income 31.974 31312 33,258 31758

securities
feinfi;?er?em and supranationa 9,541 14,042 10,086 14,245
Asset backed securities 0 0 0 0
Mortgage backed instruments 5,076 4,602 5,163 4,627
Corporate bonds 17,357 12,668 18,009 12,886
Deposits with credit institutions 3,416 2,824 3,416 2,824
Overseas deposits as investments 14,976 18,976 12,365 18,976
Total financial investments 176,454 167,710 172,758 166,570

The table below presents an analysis of financial investments by their measurement classification.

2020 2019

£'000 £'000

Financial assets measured at fair value
through profit or loss

Financial assets measured at amortised
cost

Total financial investments 176,454 167,710

31,974 50,288

144,480 117,422

The Syndicate classifies its financial insfruments held at fair value in its statement of financial position using a
fair value hierarchy, as follows:

" Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilifies
" Level 2 - Prices based on recent transactions in idenfical assets (either unadjusted or adjusted)

" Level 3 - Prices determined using a valuation technique
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11. Financial investments (continued)

The table below analyses financial instruments held at fair value in the Syndicate’s statement of financial
position at the reporting date by its level in the fair value hierarchy.

2020 Level 1 Level 2 Level 3 Total
£'000 £'000 £'000 £'000

Shares and other variable yield 19,648 106,440 - 126,088

securities and units in unit trusts

Debt §<.acur|'r|es and other fixed income i 31.974 i 31.974

securities

.I.oa.ns f:lnd deposits with credit 3.416 i i 3.416

institutions

Overseas deposits 3,513 11,463 - 14,976

Total 26,577 149,877 - 176,454

2019 Level 1 Level 2 Level 3 Total
£'000 £'000 £'000 £'000

Shore_s.ond o’rher. vgrlobl_e yield 46,419 68.179 ) 114,598

securifies and units in unit trusts

Debt _sgcunhes and other fixed income ) 31312 ) 31312

securifies

!_oqns gnd deposits with credit 2824 ) ) 2824

institutions

Overseas deposits 4,698 14,278 - 18,976

Total 53,941 113,769 - 167,710

Information on the methods and assumptions used to determine fair values for each major category of
financial instrument measured at fair value is provided below.

Debt securities are generally valued using prices provided by external pricing vendors. Pricing vendors will
often determine prices by consolidating prices of recent trades for identical or similar securities obtained from
a panel of market makers info a composite price. The pricing service may make adjustments for the elapsed
time from a frade date to the valuation date fo take into account available market information. Lacking
recently reported trades, pricing vendors will use modelling fechniques to determine a security price.

Some government and supranatfional securities are listed on recognised exchanges and are generally
classified as level 1 in the fair value hierarchy. Those that are not listed on a recognised exchange are
generally based on composite prices of recent frades in the same instrument and are generally classified as
level 2 in the fair value hierarchy.

Corporate bonds, including asset backed securities, that are not listed on a recognised exchange or are
fraded in an established over-the-counter market are also mainly valued using composite prices. Where
prices are based on multiple quotes and those quotes are based on actual recent transactions in the same
instrument the securities are classified as level 2, otherwise they are classified as level 3 in the fair value
hierarchy.

The fair values for all securities in the fixed maturity investments portfolio are independently provided by the
investment accounting service providers, investment managers and investment custodians, each of which
utilise internationally recognised independent pricing services.
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11. Financial investments (continued)

Overseas deposits are lodged as a condition of conducting underwriting business in certain countries. The
funds are required in order to protect policyholders in overseas markets and enable the Syndicate to operate
in those markets. The access to those funds is restricted and the Syndicate cannot influence the investment
strategy.

Enstar Group record the unadjusted price provided by the investment accounting service providers,
investment managers or investment custodians and validate this price through a process that includes, but is
not limited to:

(i) comparison of prices against alternative pricing sources;

(i) quantitative analysis (e.g. comparing the quarterly return for each managed portfolio to its target
benchmark);

(iii) evaluation of methodologies used by external parties to estimate fair value, including a review of the
inputs used for pricing;

(iv) comparing the price to Enstar Group's knowledge of the current investment market.

Enstar Group have on-going due diligence processes with respect to the other investments carried at fair
value and their managers. These processes are designed to assist in assessing the quality of information
provided by, or on behalf of, each fund and in determining whether such information continues to be reliable
or whether further review is warranted. Certain funds do not provide full fransparency of their underlying
holdings; however, Enstar Group obtain the audited financial statements for funds annually, and regularly
review and discuss the fund performance with the fund managers to corroborate the reasonableness of the
reported net asset values.

At the reporting date all debt instruments were valued using valuation techniques based on observable
market data.

12. Debtors arising out of direct insurance operations

2020 2019
£'000 £'000
Amounts due from intfermediaries:
Due within one year 22,345 59,372
Due after one year - 4

22,345 59,376

13. Debtors arising out of reinsurance operations

2020 2019
£'000 £'000
Amounts due within one year 52,982 51,642

Amounts due after one year - 1
52,982 51,643
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14. Deferred acquisition costs

2020

£'000
Balance at 1 January 21,868 29,366
Incurred costs deferred 33,933 44,796
Amortisation (41,959) (50,964)
Effect of movements in exchange rates 24 (1,330)
Balance at 31 December 13.866 21,868

15. Claims development

Claims development is shown in the tables below, both gross and net of reinsurance ceded, on an
underwriting year basis. Balances have been franslated at exchange rates prevailing at 31 December 2020
in all cases.

Pure underwriting year - 2013 2014 2015 2017 2018 2019 2020 Total

Gross

£m £'m £'m £'m £'m £'m £'m £'m
Estimate of ultimate gross

claims

S';grnd of underwiifing 293 257 495 492 616 694 1157 977 524 787

one year later 554 517 830 862 1048 140.9 231.7 177.7 1020

two years later 61.6 528 803 856 1150 159.5 2548 197.4

three years later 58.1 51,5 794 825 1256 1653 2562

four years later 580 51.8 80.1 89.6 136.8 165.0

five years later 582 51,5 786 89.1 13246

Six years later 58.3 524 827 88.46

Seven years later 58.0 53.5 802

Eight years later 58.0  53.1

Nine years later 57.7

Less gross claims paid 57.4 51.7 763 77.1 98.5 1424 200.9 110.5 26.6 9.0

gs‘;srf/ :'“mme claims 03 14 39 115 341 226 553 869 754 697 3611
Gross ultimate claims

reserve for 2010 and prior 3.7
years

Gross claims reserves 364.8
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15. Claims development (continued)

2018

£'m
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Pure underwriting year - 2011 2017
Net £'m £'m
Estimate of ultimate net

claims

af end of underwrifing 243 247 467 487 531 643 754
year

one year later 50.7 50.5 76.1 80.1 949 132.1 141.6
two years later 554 519 71.6 80.0 1022 146.7 152.5
three years later 51.7 50.7 68.7 77.7 109.3 150.0 155.5
four years later 51.5 510 692 832 117.8 150.6

five years later 51.6 50.7 68.1 832 1142

Six years later 51.7 50.9 71.1 83.1

Seven years later 514 520 692

Eight years later 51.3 515

Nine years later 51.0

Less net claims paid 51.0 50.1 66.6 740 91.6 1320 1238
Net ulfimate claims 00 1.4 26 91 226 186 317
reserve

Net ultimate claims
reserve for 2010 and
prior years

Net claims reserves

61.3

104.1
112.4

65.8

46.6

46.6

85.8

25.9

59.9

42.4
8.0
34.4  226.9
3.0
229.9
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16. Technical provisions

The table below shows changesin the insurance contract liabilities and assets from the beginning of the
period to the end of the period.

2020 2019

Gross Reinsurance Net Gross Reinsurance
provisions assets provisions assets

£'000 £'000 £'000 £'000 £'000

Incurred claims outstanding:

Claims notified 215,336 (76,258) 139,078 198,039 (53,960) 144,079
Claims incurred but not 156,850 (53,357) 103,493 190,910 (79,900) 111,010
reported

Balance at 1 January 372,186 (129,615) 242,571 388,949 (133,860) 255,089
Change in prior year (5.299) 5,300 1 31,620 (13137) 18,483
provisions

Expected cost of curent 158,609 (61,539) 97,070 157,768 (52,941) 104,827
year claims

Claims paid during the year  (155,854) 48,477 (107,377) (191,24¢) 64,675 (126,571)
Effect of movements in (4,801) 2,292  (2.509)  (14,905) 5648  (9,257)
exchange rates

Balance at 31 December 364,841 (135,085) 229,756 372,186 (129,615) 242,571
Claims notified 172,027 (53,771) 120,934 215336 (76,258) 139,078
Claims incurred but not 192,814 (81,314) 108,822 156,850 (53357) 103,493
reported

Balance at 31 December 364,841 (135,085) 229,756 372,186 (129,615) 242,571
Unearned premiums

Balance at 1 January 82,191 (17,708) 64,483 119,573 (51,760) 67,813
Sreeor:““ms written during the 144,478 (24,188) 120,290 175,405 (31,933) 143,472
Sreeor:““ms eamed duringthe 4 44 940) 32,991 (135,969) (206,655) 64,559  (142,096)
Effect of movementsin

exChange rate (105) (198) (303)  (6,132) 1,426 (4,706)
Balance at 31 December 57,604 (9.103) 48,501 82,191 (17,708) 64,483
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17. Creditors

i) Creditors arising out of direct insurance operations

Due within one year 9,691 13,361

Due after one year - -

Total creditors arising out of direct insurance

. 9,691 13,361
operations

ii) Creditors arising out of reinsurance operations

Due within one year 8,856 28,717

Due after one year - -

Total creditors arising out of reinsurance operations 8,856 28,717

Creditors arising out of reinsurance operations include nil (2019: £16.6m) due to related undertakings. Other
creditors include £0.6m (2019: £1.8m) due to related undertakings.

18. Cash and cash equivalents

2020 2019
£'000 £'000
Short term deposits with credit institutions 126,089 114,598
Cash at bank and in hand 9,175 5,399
Total cash and cash equivalents 135,264 119,997

Only deposits with credit institutions with maturities of three months or less that are used by the Syndicate in
the management of its short-term commitments are included in cash and cash equivalents.
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19. Related parties

StarStone Insurance Holdings Limited, a company incorporated in Bermuda, is the immediate parent
company. Enstar Group Limited, a company incorporated in Bermuda, is the ultimate parent company and
ultimate controlling party.

The Syndicate’s corporate member for the 2020 & prior years of account is SGL No.1 Limited, who provided
100% of its underwriting capacity for these years.

KaylaRe is a wholly owned subsidiary of Enstar Group Limited. The Syndicate has a quota share agreement
with KaylaRe Ltd for the 2017 and 2018 underwriting year of accounts, in which KaylaRe Ltd reinsures 35% of
business written by the Syndicate.

During the year, the Syndicate ceded £2.1m (2019: £6.5m) of outward reinsurance premiums with KaylaRe.
The recoveries (including ceded ULAE) as at the end of the year was £4.9m (2019: £32.7m). The Syndicate has
not remitted any funds in respect of premiums (net of commission) to KaylaRe during the year and has an
outstanding balance at the 2020 year-end of £3.9m in respect of the net amount due from KaylaRe (2019:
£4.9m).

StarStone Insurance SE (SISE) is a company domiciled in Lichtenstein that operates under the StarStone
umbrella underwriting insurance and reinsurance business from London and its branches across Europe. The
2020 year-end balance due from SISE in respect of recoveries is £0.5m (2019: £1.0m).

StarStone Insurance Services Limited (SISL), a company domiciled in the United Kingdom, is a wholly owned
subsidiary of StarStone Insurance Bermuda Limited (SIBL). SISL is an approved Lloyd's coverholder and acts as
a coverholder for the Syndicate. The Company also provides services to SUL to perform Syndicate activities
for and behalf of the corporate member, for which costs are incurred and re-charged to the Syndicate.
During the year, SISL charged the Syndicate £0.4m (2019: £0.5m) in commissions and £27.9m (2019: £24.0m) in
recharged expenses. At the balance sheet date, the Syndicate owed SISL £0.5m (2019: £0.1m). All expenses
from SISL are recharged to the Syndicate via StarStone Underwriting Limited (SUL).

Enstar (EU) Limited, a company domiciled in the United Kingdom, is a wholly owned subsidiary of Enstar Group
Limited, a company incorporated in Bermuda. (EEUL) is a service company which employs all UK StarStone
Group staff including underwriters, claims and reinsurance staff. EEUL recharged the Syndicate £0.2m (2019:
£0.7m) in re-charged expenses. No balance was due to EEUL at the balance sheet date.

J Wardrop is a non-executive director of Ark Syndicate Management Limited ("Ark") which manages
Syndicates 3902 and 4020. During the year the Syndicate wrote £4.0m of premiums lead by Syndicate 4020.
The Syndicate is also due £0.2m from Syndicate 4020 with respect to reinsurance recoveries.

E Gilmour is a non-executive director of Antares Managing Agency Limited ("Antares') which manages
Syndicates 1274. During the year the Syndicate wrote £1.8m of premiums lead by 1274. The Syndicate is also
due £0.Tm from Syndicate 1274, with respect to reinsurance recoveries, and paid £0.1m in respect of
reinsurance premiums during the year.

During the year transactions have been entered into between the Syndicate and the managed Syndicate
within Enstar Group companies (Afrium managed Syndicate 609). Any such related party transactions are
entered into by the Syndicate on a commercial basis.
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20. Foreign exchange rates

The following currency exchange rates have been used for principal foreign currency transactions

2020 2019
Year-end Average Year-end Average
rate rate rate rate
Euro 1.12 1.13 1.18 1.14
US dollar 1.37 1.28 1.33 1.28
Canadian dollar 1.74 1.72 1.72 1.69
Australian dollar 1.77 1.86 1.89 1.84

21. Funds at Lloyd’s

Every member is required to hold capital at Lioyd's which is held in trust and known as Funds at Lioyds ("FAL").
These funds are intended primarily fo 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 Prudential
Regulatory Authority requirements and resource criteria. The determination of 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 financial statements by way of such capital resources.
However, the Managing Agent is able fo make a call on the members FAL to meet liquidity requirements or
to settle losses.

22. Members’ balances

During the period the Syndicate received contribution to losses of £38.2m (2019: £40.6m contribution to losses)
from its corporate member.

23. Post balance sheet events

On 13 February 2021, the Winter Storm Uri loss event commenced in the US State of Texas. At the date of these
financial statements, it is too early to quantify the effects, however, it is an event which is in the normal course
of insurance business and the Syndicate will closely monitor developments in the coming weeks. Any losses
relating to this event will be recognised in the 2021 calendar year financial statements.

24. Ultimate Parent Company

StarStone Insurance Holdings Limited, a company incorporafed in Bermuda, is the immediate parent
company. Enstar Group Limited, a company incorporated in Bermuda, is the ultimate parent company and
ultimate controlling party.

Copies of the consolidated financial statements of Enstar Group Limited can be obtained from The Secretary,
Enstar Group Limited, Windsor Place, 3rd Floor, 22 Queen Street, Hamilton, HM 11 Bermuda.
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