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Syndicate 2010

Chairman's Statement

I am very pleased to report that Syndicate 2010 has produced a profit of $92.9m for the 2023 calendar year with a combined ratio
of 76.0%.

The 2023 calendar year has seen a continuation of market strengthening with further improvement in terms and conditions. The
risk adjusted rate change (RARC) for 2023 at a combined whole account level was +23% and all classes contributed positively to
this improvement. The treaty reinsurance classes were significant contributors to this uplift although a material amount of this
positive RARC was also driven by increased attachment levels. In addition, following some challenging years within the
catastrophe exposed classes, the Syndicate has also been taking some strong actions to improve profitability.

The positive RARC together with strong new business and the growth of the new Specialty classes have increased the gross written
premium for the year from $424.2m to $449.1m; a top-line growth of +5.9% and the expansion of the Specialty classes has
broadened the underwriting footprint and added diversification to the portfolio.

There were several material catastrophe losses during the year including winter storm Elliot, Cyclone Gabrielle and earthquakes in
the Middle East. Whilst there was not a major US Hurricane, 2023 experienced one of the most active US convective storm years
on record. In spite of these events, the losses were well within expectations and resulted in an overall net loss ratio of 43.1% and it
is pleasing to see the proactive strategy that we have adopted over the past few years being reflected in the 2023 result.

These accounts have been prepared on both an annual accounting basis for the 2023 calendar year and on the traditional three-
year basis, in relation to the closure of the 2021 Year of Account. On the traditional basis of reporting, Syndicate 2010 has closed
the 2021 Year of Account with a loss of 6.0% for a participant paying standard managing agency fee and profit commission. The
2021 Year of Account experienced a number of catastrophe events including Hurricane Ida, the Ukraine conflict, the European
floods and winter storm Uri.

The 2022 year of account was also impacted by a number of catastrophe losses in particular Hurricane Ian. At present the forecast
result for 2022 remains within the published range of -4% to +3%.

As we look into 2024, we do expect pressure on market conditions in certain classes, but we are coming from a high base so we
remain positive about the prospects. We will continue to be responsive to market changes, whilst providing dependable value,
strength, longevity and expertise to our clients and brokers. We will maintain our disciplined approach to underwriting, balancing
the risk and reward and focusing on profitability, not just top line growth.

I would like to thank the Lancashire Syndicates Executive team and all the staff for their hard work and continued commitment
during 2023.

N P Davenport
Chairman

27 February 2024
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Report of the Directors of the Managing Agent
31 December 2023

Introduction

The Directors of Lancashire Syndicates Limited (“LSL”), the managing agent for Syndicate 2010, present their Annual Report
and Accounts for the year ended 31 December 2023.

These Annual Report and Accounts have been prepared using the annual basis of accounting as required by Statutory Instrument
No. 1950 of 2008, the Insurance Accounts Directive (Lloyd’s Syndicate and Aggregate Accounts) Regulations 2008 and applicable
United Kingdom Accounting Standards including Financial Reporting Standard 102: The Financial Reporting Standard
Applicable in the United Kingdom and Ireland ("FRS102") and Financial Reporting Standard 103 Insurance Contracts
("FRS103").

The Directors continue to prepare the Syndicate annual accounts on a going concern basis as the Syndicate does not intend to
cease underwriting or cease its operations, and the Directors have concluded that the Syndicate's financial position means that
this is realistic. The Directors have also concluded that there are no material uncertainties that could cast significant doubt over
the Syndicate's ability to continue as a going concern for at least a year from the date of approval of the Syndicate annual
accounts. Management's assessment of the Syndicate as a going concern is set out in Note 1 on page 20.

Separate underwriting year accounts for the closed 2021 year of account of Syndicate 2010 are included following these annual
accounts.

Principal activity
The principal activity of Syndicate 2010 remains the transaction of general insurance and reinsurance business in the United
Kingdom at Lloyd’s of London. The main lines of business are non-marine and aviation reinsurance, direct and facultative

property, and specialty.

LSL is the managing agent for Syndicate 2010. It also acts as managing agent for Syndicate 3010. LSL is subject to the regulation
of the Prudential Regulation Authority ("PRA") and the Financial Conduct Authority ("FCA"), as well as Lloyd’s.

Cathedral Capital Holdings Limited ("CCHL"), registered in England and Wales, is the immediate parent company of LSL.
Lancashire Holdings Limited ("LHL"), incorporated in Bermuda, is the ultimate parent company of LSL.

Calendar year results and business review

The result for the 2023 calendar year is a profit of $92.9m (2022: $42.0m loss) and a combined ratio of 76.0% (2022: 114.7%). An
analysis of the contribution to the overall result made by the individual underwriting years is as follows:

2021 2022 2023 31 December 31 December
account account account 2023 2022
$'000 $'000 $'000 $'000 $'000
Grosspremlumswrlt[en .............................................................. (173) .............. 07§ MY E V.. R 31508
Gross premiums earned 6,522 182,429 245,485 434,436 399,324
Net premiums earned 4,863 176,413 162,724 343,999 302,197
Profit/ (loss) for the financial year 20,549 67,109 5,262 92,922 (42,008)
Loss ratio (%) (261.9) 39.7 55.9 43.1 83.1
Expense ratio (%) 52.0 23.9 42.1 329 31.6
Combined ratio (%) (209.9) 63.6 98.0 76.0 114.7

There were several material catastrophe losses during the year including winter storm Elliot, Cyclone Gabrielle and earthquakes in
the Middle East. Whilst there was not a major US Hurricane, 2023 experienced one of the most active US convective storm years
on record. In spite of these events, the losses were well within expectations and resulted in a net loss ratio of 43.1%.

In 2022, the market was impacted by the Russia/Ukraine conflict which is ongoing. This conflict has caused significant disruption
to worldwide economies, both directly through the invasion and indirectly through economic sanctions being imposed on Russia
by the UK, the EU and the US. Given the nature of the Russia/Ukraine conflict, the ultimate losses relating to the event are
subject to a degree of uncertainty.

The uncertain global geopolitical landscape continues and has been exacerbated in 2023 by the Hamas attacks on Israel, the
subsequent invasion of Gaza and the consequential ongoing effects this is having within the wider Middle East region. Moving into
2024 this landscape will continue to have an impact on the global economy including the insurance and reinsurance sectors. LSL
will continue to monitor any events and adjust its underwriting where appropriate.
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Following some recent adverse results it is pleasing to report that Syndicate 2010 has produced a significant profit of $92.9m for
the 2023 calendar year with a combined ratio of 76.0%.

The strategy of expanding the Specialty classes has broadened the underwriting footprint and added diversification to the
portfolio. In addition, following some challenging years within the catastrophe exposed classes the Syndicate has also been taking
some strong actions to improve profitability. These actions combined with a favourable marketplace has led to this positive result.

The Syndicate's and wider Lancashire Group's approach to reserving for catastrophe losses is well established. We utilise actuarial
modelling techniques, historical loss experience analysis and professional judgement to estimate ultimate losses. For catastrophe
loss events, we bring together a highly-skilled team from across the Group, including underwriters, claims and actuarial staff, as
well as senior management to review all our potentially exposed lines of business. This enables us to assess the likelihood and
quantum of claims arising within our underwriting portfolio.

Underwriting

A breakdown of divisional performance is shown below:

31 December 2023 31 December 2022
Gross Gross
premiums Net loss premiums Net loss
written

ratio written ratio
q b A

N .

Direct and facultative property 190,001 40.4 167,169 40.2

Aviation reinsurance 57,729 (7.8) 43,540 121.9

Specialty 61,667 48.3 34,954 39.6

Satellite 5,419 146.2 3,138 (13.8)
Total 449,074 43.1 424,208 83.1

The gross written premiums for the calendar year have increased by 5.9% to $449.1m (2022: $424.2m). Our strategy is to build
when market conditions are favourable; and in 2023 the pace of this build continued. The Syndicate's strategy remains to focus on
its core classes of business and explore new opportunities to produce the best possible returns for capital providers over the cycle
whilst providing appropriate and stable support to its client base.

The 2023 calendar year has seen a continuation of market strengthening with further improvement in terms and conditions, the
risk adjusted rate change (RARC) for 2023 at a combined whole account level was +23%. All classes positively contributed to this
improvement in RARC. The treaty reinsurance classes were a significant contributor to this uplift, although a material amount
was driven by increased attachment levels of programmes and not just premium. The combination of these factors led to the top-
line growth of +5.9%.

One of our key objectives has been to build out a more robust portfolio that allows the Syndicate a greater ability to absorb the
inherent volatility of the business underwritten. Whilst we have seen continued rating momentum over the past five years, there
was a more marked improvement in trading conditions in 2023 and this allowed us to continue to deliver on our strategy. We are
clearly seeing the benefits of the investments we have made alongside the improved market conditions in our 2023 underwriting
result.

The Syndicate purchases outwards reinsurance cover principally to limit the impact of catastrophes or multiple large losses.
Reinsurance is purchased on both an excess of loss and proportional basis. Outwards reinsurance premiums in 2023 decreased by
6.5% to $91.4m (2022: $97.8m). The reduced spend was due to lower outwards reinstatement premiums on major loss events.

The net loss ratio for the 2023 calendar year was 43.1% (2022: 83.1%).

Net operating expenses, including business acquisition costs and administrative expenses were $113.3m (2022: $95.5m) and the
expense ratio was 32.9% (2022: 31.6%). The breakdown of these costs is summarised in Note 6 of the accounts.

Non-marine reinsurance
This class, which accounts for 29.9% of the overall calendar year income (2022: 41.3%).

Non-Marine reinsurance comprises our catastrophe-exposed reinsurance classes as well as our excess of loss risk and other
property treaty portfolios. As anticipated, we saw a very dislocated market in 2023; this is seen in the RARC of +37% for property
reinsurance. There was a real disconnect between demand and supply which resulted in hard market conditions. Inflationary
pressure pushed demand whilst supply was restricted as carriers pulled back risk levels following multiple years of inadequate
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returns. As significant as rate change was, the changes to product structure and attachment levels meant the reinsurance product
moved toward one of balance sheet protection rather than an earnings protection for buyers. This means that cedants must retain
more risk before their reinsurance coverage is triggered. For reinsurers this insulates the portfolio from the frequency of small to
mid-size losses. The value of these changes in structure were seen in underwriting results during 2023: despite a reasonable
amount of loss activity, the majority of losses were small to mid-size, with less impact to reinsurance products than there would
have been in prior years.

In line with its overall appetite for catastrophe risk, and the need to address the historic underperformance of this class, the
Syndicate undertook a detailed exercise to review the portfolio in order to optimise future performance. As a result certain areas
of the account have been re-underwritten and an element of de-risking has taken place. Whilst this has led to a reduction in top
line premium, we would expect to see an improvement in results going forward, particularly if the market was to experience a
high frequency of low-mid sized losses which has been the case in recent years. The hard market conditions allowed us to achieve
this objective in 2023 whilst also focusing on aligning our outwards reinsurance strategy for the changing portfolio shape. In
2024, we will continue to optimise the portfolio, both gross & net of reinsurance, and anticipate a more stable rating level.

Direct and facultative ("D&F") property

This class comprises property binding authorities, insuring small property risks and open market business which encompasses a
range of risks from large complex property schedules down to small single locations. The class contributed 42.3% of the 2023
written income (2022: 39.4%).

Trading conditions have been very favourable in the direct property market with a 2023 RARC of +17%. Premium growth in
property insurance this year has been driven by the favourable rating environment, inflationary pressures increasing demand, and
significantly reduced capacity for natural catastrophe exposed risks. We anticipated favourable market conditions but our
expectations were surpassed with more rate and demand flowing through. The Syndicate's experienced D&F underwriting team is
well positioned and will continue to optimise the portfolio through proactive portfolio management over the coming year.

Our property offering in Australia has continued to mature well as market conditions have been supportive. The underwriting
team has been expanded & strengthened and is well placed to take advantage of strong trading conditions in the local market.

D&F Property remains a meaningful contributor to the premiums underwritten by the Lancashire Group. The Lancashire Group
itself re-entered this class of business in the latter part of 2019 through Lancashire UK Limited ("LUK"). The Syndicate & LUK
will benefit from the leverage that can be gained from any combined Group offering. In accordance with Lloyd’s regulations, LSL
has a documented multi-platform policy for the allocation of business between the Syndicate and LUK. Although, in certain
instances, the Group will market a combined offering.

In 2023 the Lancashire Group announced its intention to commence underwriting in the US during 2024. Lancashire US (LUS)
will underwrite on behalf of Lancashire UK Limited (LUK). Matthew Narbett holds the role of Group Head of Property D&F,
although he maintains the role of Active Underwriter for Syndicate 2010, his duties will be in accordance with the Lancashire
multi-platform policy. The Lancashire Group currently continues to write the majority of D&F property via the Syndicate.

We anticipate similar attractive market conditions continue to support our property insurance segment in 2024 and this should
provide ample profitable growth opportunities.

Aviation reinsurance and Satellite

This class consists of a number of sub-classes of the Aviation business. The core portfolio is airline excess of loss which is
complemented by aviation war and general aviation business. The class contributed 14.1% of the 2023 written income (2022:
11.0%). 2023 RARC was +34% (2022: +31%)

The past few years have been difficult for the aviation industry and this has created challenges for the insurance and reinsurance
sectors as a result. In 2022, the Russia/Ukraine Conflict put pressure on the market, following the strains of COVID-19 and
reduced levels of air traffic. In 2023 the aviation market has witnessed further deterioration on the 2019 Ethiopian loss
culminating in an estimated industry loss in excess of USD 3bn+. All of these pressures led to a reinsurance market creating
strong underwriting opportunities in 2023. Much like some of the catastrophe reinsurance classes, the risk adjusted rate change
(RARC) was very strong, +34%, however it should be noted some of this change manifested in raised level of attachment levels on
programmes & restrictions in coverage, rather than just premium.

The Lancashire Group has a wealth of Aviation experience across its platforms. The underwriting team will continue to maintain
the core essence of the account which has proved successful, but they will also look to develop the account during this
encouraging market cycle. Our general outlook for 2024 is for continued favourable market conditions in both Aviation allowing
us the opportunity to continue to maintain a meaningful footprint in the market.

The Satellite market in recent years has suffered from overcapacity and volatility. The Syndicate's involvement was restrained in
this area due to the recent poor rating environment. During 2023 there have been a number of significant losses, with market
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sources suggesting that insured losses considerably exceed the total level of market premium. This dynamic has led to much
improvement in rating levels and the Syndicate is positioned to take advantage of this opportunity.

Specialty

The Specialty class currently consists of a number of classes predominantly written via consortia agreements. For the 2023 Year of
Account, these classes include Cargo, Accident and Health, Casualty, Australia Property D&F and Property Construction. The
Specialty class contributed 13.7% of the 2023 written income (2022: 8.2%).

Syndicate 2010 also writes a following line on various consortia led by Syndicate 3010, which is a fully aligned Syndicate also
managed by LSL. Syndicate 2010's respective share in every risk is predetermined by the respective consortium agreement. The
Syndicate will also look to write additional consortia, Managing General Agents (MGA) & Service Companies following other,
non-LSL managed syndicates in the market.

Terms and conditions remain attractive having experienced improvements in recent years. The majority of the growth
experienced in 2023 was driven by the Property Construction, Casualty and Australia Property D&F classes where the underwriting
team has been continuing to establish its presence in the marketplace. The outlook moving into 2024 remains favourable in all
sub-classes and the plan is to further expand the business written into the Specialty class moving forward.

The core strategy around increasing the scope and size of business written into the Specialty class is to diversify the Syndicate's
critical catastrophe exposed classes by adding complementary income. Providing positive market conditions prevail, the Syndicate
will continue to grow this class into a more meaningful size in order to facilitate the strategy of further diversification.

Outlook and business environment

2023 has been a transitional year at both a market level but also within the Syndicate. In the treaty classes there was a material
reset with increased attachment levels in the market at more equitable pricing levels for reinsurers, which should lead to less
frequency of losses and an improvement in underlying loss ratios. At the same time the additional actions taken by the Syndicate
in recent years such as diversifying into other classes and de-risking gross catastrophe exposures has helped produce a satisfying
result in 2023.

The underwriting teams in these classes have worked hard to proactively manage the portfolios following the events that have
occurred over the past few years. Various underwriting actions have been implemented, and all of this positive work, in addition to
compound rate increases, means that the portfolios are in a much better position to absorb catastrophe losses and to optimise
returns going forward. These factors have also led to an improvement in underlying attritional loss ratios.

Our ongoing challenge remains to understand and adapt to the changing risk landscape. This includes longer-term impacts such
as climate change and shorter-term impacts such as inflation and we must ensure that our pricing and exposure management
capabilities cater for these. At Syndicate and Group levels, we have adapted our pricing and exposure models to capture new risks
or reflect lessons learned from recent loss activity. This process is one of continual development and improvement.

Our strategy is to continue to focus on our core lines of business and to optimise results by taking prudent underwriting decisions.
When the time is right, the Syndicate will grow in the areas that offer the best returns but, if necessary, reduce in any
underperforming areas. We will also continue to look at the viability of adding new diversifying classes providing they complement
the existing lines of business.

We will continue to maintain an effective infrastructure in order to provide an efficient platform from which our underwriting
teams can trade.

As we look into 2024, we do expect pressure on market conditions in certain classes, but we are coming from a high base, so we
remain positive about the prospects. We continue to be responsive to market changes, whilst providing dependable value,
strength, longevity and expertise to our clients and brokers. We will maintain our disciplined approach to underwriting, balancing
the risk and reward and focusing on profitability not just top line growth.

Therefore, moving into 2024, we are extremely encouraged. We continue to benefit from dedicated parent in the Lancashire
Group and strong third-party capital support providing a solid platform to prosper in an exciting marketplace where terms and
conditions in classes we underwrite remain attractive.

The Syndicate capacity for the 2024 year of account is £400.0m due to the anticipated increase in premium income for 2024,
largely as a result of improving market conditions and opportunities for the Syndicate.



[l Lancashire

Syndicate 2010

Report of the Directors of the Managing Agent
31 December 2023

Underwriting year of account summary

The table below shows Syndicate 2010’s actual results for the closed 2021 year of account and the forecast results for the 2022 and
2023 open years of account:

2023 forecast 2022 forecast 2021 actual

Year of account £000 £000 £'000

Stamp capacity 399,457 344,763 324,804
Loss n/a n/a (19,335)
Return on stamp * 3.0% to -4.0% -6.0%

*  Aformal forecast range for the 2023 year of account will be released at the time of publishing the Q1 2024 QMA.

Cathedral Capital (1998) Limited, an incorporated member of Lloyd’s and a Lancashire Group Company, provided £200.8m for
the 2021 year of account, £214.9m for the 2022 year of account and £277.0m for the 2023 year of account through Hampden
Agencies Limited.

2021 underwriting year result

The 2021 year of account closed on 31 December 2023 with a loss of $24.7m. For Capital providers of Syndicate 2010 with
standard personal expenses, this equates to a return of -6.0% of capacity. The gross signed premium income, net of brokerage, was
circa 76.0% of capacity at year-end rates of exchange. The Russia/Ukraine conflict reserves are unchanged from prior year
($21.2m). Whilst there still remains a degree of uncertainty in relation to the final outcome of the exposures to the Russia/
Ukraine conflict within the 2021 YOA, LSL have conducted a review which also involved our external actuaries and following this
review it has concluded that it will close the 2021 YOA.

The 2021 underwriting accounts are set out on pages 44 to 63.

2022 account forecast

Last year’s report summarised the underwriting conditions and loss activity associated with the 2022 year of account.

Our current forecast for the 2022 year of account result is in the range 3.0% to -4.0% of capacity. As with all years, due to the
nature of the business written, any fluctuation in USD to GBP rate of exchange will influence the final result. The result is
potentially more volatile than a standard year given the high level of major loss activity.

2023 account forecast

For 2023, the Syndicate’s capacity was increased to £399.5m. The commentary outlining the 2023 experience is contained within
the Calendar Year Results and Business Review section of this report.

Syndicate investments

Investment policy

The investment objective for the Syndicate’s investment manager is to invest the Premium Trust Funds to preserve capital and
maintain liquidity to support underwriting operations in line with policies approved by the Board of LSL. The investment
mandate is to invest the Premiums Trust Funds in a manner calculated to maximise returns within agreed restraints. Portfolios are
invested predominantly in shortterm, high-quality fixed maturity securities. The Syndicate investment manager has been
instructed to maintain adequate liquidity and security and has discretion to invest in private sector securities for a limited
proportion of the portfolio and within diversity limits for individual credits. Limiting the target duration of the overall portfolio
controls the exposure of the investments to adverse price movements.

Portfolio management is delegated to Conning Asset Management Limited. An Investment Committee and formal procedures for
monitoring investments exist in line with the guidance from Lloyd’s.

Investment performance
Syndicate 2010’s investment portfolio returned an investment gain of $14.2m in 2023 (2022: loss of $4.5m). The Syndicate’s cash
and investments totalled $352.0m at 31 December 2023 (2022: $311.6m).

In 2023 the US combined Syndicate portfolio returned 5.1% (2022: -3.3%) compared to the composite swaps benchmark return
of 4.4% (2022: -3.7%).
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The Canadian regulated Syndicate portfolio returned 4.6% (2022: -2.0%) compared to the composite swaps benchmark return of
4.7% (2022: 2.1%).

Investment strategy

The investment strategy places an emphasis on the preservation of invested assets and provision of sufficient liquidity for the
prompt payment of claims, in conjunction with providing a reasonably stable income stream. These objectives are reflected in the
Syndicate’s investment guidelines and its relatively conservative asset allocation. Management reviews the composition, duration
and asset allocation of the investment portfolio on a regular basis in order to respond to changes in interest rates and other
market conditions.

Foreign exchange hedging

The Managing Agent, in so far as possible, matches assets and liabilities by currency within the Syndicate. To date, the Managing
Agency has not entered into any transaction to hedge the foreign exchange exposure to the non-US Dollar (Sterling, Canadian
Dollars or Euro) currencies held within the Syndicate’s premium trust funds. The Managing Agent will continue to keep this
possibility under review and may at some future date enter into such transactions. Foreign exchange exposures across the
Lancashire Group are hedged by Lancashire Holdings Limited.

Bank borrowing facilities
Details of bank borrowing facilities are set out in Note 23.
Principal risks and uncertainties

In addition to strategic risk, including an inappropriate or poorly executed business plan, the Syndicate is exposed to a variety of
risks when undertaking its activities, all of which are taken into account when setting its Ultimate Solvency Capital Requirement
("uSCR"). The key risks to the Syndicate are: Insurance risk, Financial risk, Credit risk, Liquidity risk, Operational risk, Market risk
and Capital Management risk, details of which are disclosed in Note 4. All areas of risk are subject to the Managing Agency’s risk
management framework and enterprise-wide risk management practices and controls.

Below are risks for which quantitative assessment is difficult but for which a structured approach is still required to ensure that
their potential impact is considered and mitigated insofar as practicable.

Risks relating to Climate Change

The Syndicate is exposed to both climate-related risk and opportunities. The two major categories of risk being transition and
physical risk. Transition risks are those relating to the transition to a lower carbon economy and include risks such as policy and
legal risk, technology risk, market risk and reputation risk. Physical risks are those relating to the physical impacts of climate
change which can be acute (those from increased frequency and severity of climate-related events) or chronic (due to longer-term
shifts in climate patterns). The Syndicate is more significantly affected by physical risk through its exposure to acute and chronic
climate change. However, consideration must be, and is, given to transition and climate-related litigation risks. The potential
financial impact from these climate-related risks is assessed through scenario testing and mitigated by the Syndicate's strategic and
risk management decisions on managing these risks. A risk radar has been prepared to illustrate the risks identified, the
likelihood of the risks and their product impact. The risk assessment also considers the products currently offered by the
Syndicate and how these might change over time during the transition to a lower carbon economy.

In our underwriting operations, we manage this risk effectively by supplementing our internal systems, data and procedures with
external vendor models. Underwriting guidelines have been developed to support the underwriting process and provide guidance
to assist underwriters in their decision making. Performance against guidelines is monitored via the LSL Underwriting Committee
Forum and Risk and Compliance Committee. We have clear tolerances and preferences in place to actively manage exposures,
and the Board regularly monitors our Probable Maximum Loss (PMLs). The risks to the asset side of our balance sheet from
exposure to climate change are mitigated in part through providing climate-specific and carbon intensity targets to our
investment managers and by having regular reviews of our third-party asset managers, our asset allocation, and the underlying
securities within our portfolio.

Climate change, its related risks and opportunities and their financial impact are a key focus of the Board at their quarterly
meetings. The regulatory requirements around companies’ climate-related financial disclosures are increasing and failure to
address these requirements sufficiently may result in the risk of reputational damage or increased regulatory oversight.
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Environmental, Social and Governance ("ESG")

Sustainable underwriting is one of the pillars of the Lancashire Group ESG strategy. However, in a complex world there are many
challenges and we understand that there are not always easy solutions. The risk solutions that we provide help protect people,
companies and economies from uncertainty and give them confidence and stability. Our property (re)insurance products insure
clients against the risk of major weather and other catastrophic events and we have long-standing expertise in this area. In our
energy portfolio, we support our clients’ transition to renewable energy and insure a number of projects, from wind and solar
farms to biomass facilities and others. Our product offering will continue to evolve to meet the changing needs of our clients in
supporting the world’s net-zero target. We are committed to playing our part in making the world more sustainable in an open
and honest way. To help us with this, we ratified a number of internal underwriting guidelines and investment guidelines focused
on consideration of climate change and other ESG factors in line with our values.

Syndicate Annual General Meeting

In accordance with the Syndicate Meetings (Amendment No. 1) Byelaw (No. 18 of 2000), notice is hereby given that the
managing agent does not propose to hold an Annual General Meeting of the members of the Syndicate.

Directors

The Directors of the Managing Agent who served during the year ended 31 December 2023, as well as any subsequent changes are
listed under the section ‘Directors and Administration’ on page 2.

Disclosure of information to auditors

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 aware, there is no relevant audit information of which the Syndicate’s auditors are unaware; and each Director has
taken all the steps that they ought to have taken as a Director to make themselves aware of any relevant audit information and to
establish that the Syndicate’s auditors are aware of that information.

Auditors

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.

On behalf of the Board

J D Spence
Chief Executive Officer

27 February 2024
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Syndicate 2010

Statement of Managing Agent’s Directors Responsibilities
31 December 2023

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 true and fair view of the state of
affairs of the Syndicate and of the profit or loss of the Syndicate for that period. In preparing these annual accounts, the Directors
of the Managing Agent are required to:

¢ select suitable accounting policies and then apply them consistently;

¢ make judgements and estimates that are reasonable and prudent;

e state whether applicable UK Accounting Standards have been followed, subject to any material departures disclosed and
explained in the annual accounts;

¢ assess the Syndicate’s ability to continue 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 (Lloyd'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 taking such steps as are reasonably open to them to safeguard the assets of the Syndicate and to prevent
and detect 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

J D Spence
Chief Executive Officer

27 February 2024
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We have audited the Syndicate annual accounts of Syndicate 2010 (“the Syndicate”) for the year ended 31 December 2023 which
comprise the Statement of Profit or Loss: Technical account — General business, Statement of Profit or Loss: non-technical
account, Balance Sheet, 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 2023 and of its profit 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.

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 as applied to other entities of public interest. We
believe that the audit evidence we have obtained is a sufficient and appropriate basis for our opinion.

The Directors of the Managing Agent (“the Directors”) have prepared the Syndicate annual accounts on the going concern basis
as they do not intend 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 continue 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 to continue operations over the going concern period,
including reviewing correspondence with Lloyd’s to assess whether there were any known impediments to establishing a further
year of account.

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; and

* 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 continue in operation.

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

* Enquiring of directors, the Audit Committee, internal audit and inspection of policy documentation 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 Challenge Committee minutes.

¢ Considering remuneration incentive schemes and performance targets for management.

¢ Using analytical procedures to identify any unusual 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 into 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 to make inappropriate accounting entries and the risk of bias in accounting estimates and
judgements such as such as the valuation of insurance contract liabilities.

We did not identify any additional fraud risks. We performed procedures including:

¢ Identifying journal entries and other adjustments to test based on risk criteria and comparing the identified entries to
supporting documentation. These included those posted containing key words such as error, restatement, correction; those
posted by individuals who typically do not make journal entries or are not authorized to post journal entries; those posted
without explanation, description, or numerical description only; those posted to seldom used accounts for which the other side
is cash; unusual postings to loss and loss adjustment reserve accounts, premium revenue, premium receivables and expense

accounts; and post-closing journals above our materiality threshold.
¢ Assessing whether the judgements made in making accounting estimates are indicative of potential bias.

We identified areas of laws and regulations that could reasonably be expected to have a material effect on the Syndicate annual
accounts from our general commercial and sector experience, through discussion with the directors and other management (as
required by auditing standards), from inspection of the Syndicate’s and 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 control 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 Syndicate annual accounts varies considerably.

Firstly, the Syndicate is subject to laws and regulations that directly affect the Syndicate annual accounts including financial
reporting legislation (including Lloyd’s Regulations and we assessed the extent of compliance with these laws and regulations as
part of our procedures on the related financial statement items.

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 Syndicate annual accounts, for instance through the imposition of fines or
litigation or the loss of the Syndicate’s license to operate. We identified the following areas as those most likely to have such an
effect: regulatory capital, corruption, and bribery, recognising the financial and regulated nature of the Syndicate’s activities and
its legal form. 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.

Owing to the inherent limitations of an audit, there is an unavoidable risk that we may not have detected some material
misstatements in the Syndicate annual accounts, 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
transactions reflected in the Syndicate annual accounts, 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 fraud 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.

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 responsibility 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



Independent Auditor’s Report to the Members of Syndicate 2010

® in our opinion the Report of the Directors of the Managing Agent has been prepared in accordance with the requirements of
the Insurance Accounts Directive (Lloyd’s Syndicate and Aggregate Accounts) Regulations 2008.

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 on behalf of the Syndicate; or

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

¢ certain disclosures of Managing Agent's emoluments specified by law are not made; or
¢ we have not received all the information and explanations we require for our audit.

We have nothing to report in these respects.
Responsibilities of the Directors of the Managing Agent

As explained more fully in their statement set out on page 10, the Directors of the Managing Agent are responsible for: the
preparation of the Syndicate annual accounts and for being satisfied that they give a true 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 intend to cease operations, or have

no realistic alternative but to 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 to them in an auditor’s report and for no other purpose. To the
fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Syndicate and the Syndicate’s
members, as a body, for our audit work, for this report, or for the opinions we have formed.

Umar Jamil,

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

15 Canada Square

London

E14 5GL

27 February 2024
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Syndicate 2010

Statement of Profit or Loss
Technical Account - General Business
For the year ended 31 December 2023

2023 2022
Notes $'000 $'000
T premlums, L
Gross premiums written 5 449,074 424,208
Outward reinsurance premiums (91,406) (97,792)
Net premiums written 357,668 326,416
Change in the provision for unearned premiums:
Gross amount (14,638) (24,884)
Reinsurers’ share 969 665
Earned premiums, net of reinsurance 343,999 302,197
Allocated investment return transferred from the non-technical account 14,186 (4,519)
Claims incurred, net of reinsurance
Claims paid:
Gross amount 5 (238,916) (204,580)
Reinsurers’ share 64,833 52,922
Net claims paid (174,083) (151,658)
Change in the provision for claims:
Gross amount 5 127,878 (120,269)
Reinsurers’ share (101,992) 20,884
Net change in the provision for claims 25,886 (99,385)
Claims incurred, net of reinsurance (148,197) (251,043)
Net operating expenses 5,6 (113,260) (95,483)
Balance on the technical account for general business 96,728 (48,848)

All operations relate to continuing activities.
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Syndicate 2010

Statement of Profit or Loss
Non-Technical Account
For the year ended 31 December 2023

2023 2022

Notes $'000 $'000
Balanceontechmcalaccountforgeneralbusmess96,728 ................. (48,848)

Investment income 10 10,440 4,191

Unrealised gains on investments 10 5,009 217
Investment expenses and charges 10 (1,088) (1,467)
Unrealised losses on investments 10 (175) (7,460)

Allocated investment return transferred to the general business technical

account (14,186) 4,519

Foreign exchange (losses)/gains (3,712) 7,020
Other charges (94) (180)
Profit/ (loss) for the financial year 92,922 (42,008)

All operations relate to continuing activities.

There are no other comprehensive gains or losses in the year.
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Syndicate 2010

Balance Sheet
As at 31 December 2023

2023 2022
Notes $'000 $'000
L
Financial investments 11 182,243 209,747
Deposits with ceding undertakings 12 470 195
182,713 209,942
Reinsurers’ share of technical provisions:
Provision for unearned premiums 19 11,736 10,702
Claims outstanding 19 184,276 283,327
196,012 294,029
Debtors:
Debtors arising out of direct insurance operations 13 49,749 42,375
Debtors arising out of reinsurance operations 14 133,012 128,147
Other debtors 15 3,043 2,754
185,804 173,276
Other assets:
Cash and cash equivalents 16 169,303 101,702
169,303 101,702
Prepayments and accrued income:
Deferred acquisition costs 17 35,949 27,860
Other prepayments and accrued income 2,451 1,481
38,400 29,341
Total Assets 772,232 808,290
Capital and reserves:
Members’ balances (32,026) (133,990)
(32,026) (133,990)
Technical provisions:
Provision for unearned premiums 19 175,120 156,908
Claims outstanding 19 556,653 670,714
731,773 827,622
Creditors:
Creditors arising out of direct insurance operations 20 9,692 5,524
Creditors arising out of reinsurance operations 20 48,273 71,317
Other creditors including taxation and social security 20 5,302 31,418
63,267 108,259
Accruals and deferred income 9,218 6,399
Total Liabilities 772,232 808,290

The notes on pages 20 to 43 form part of these annual accounts.

The Syndicate annual accounts on pages 15 to 43 were approved by the Board of Lancashire Syndicates Limited on 22 February

2024 and were signed on its behalf by:

C J Whittle
Chief Financial Officer
27 February 2024
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Syndicate 2010

Statement of Changes in Members’ Balances
For the year ended 31 December 2023

2023 2022

$'000 $'000
o tl_]anuary ....................................................................................................................... (13 5 ’990) ................ (94 ,0 89)
Profit/ (loss) for the financial year 92,922 (42,008)
Members’ agent fee (1,044) (1,088)

Transfer from members’ personal reserve fund 10,086 3,195
Members’ balances as at 31 December (32,026) (133,990)

Members participate on Syndicates by reference to years of account 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 that particular year.

Transfers from members’ personal funds comprise the 2020 (2019) closed year of account losses.
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Syndicate 2010

Statement of Cash Flows
For the year ended 31 December 2023

2023 2022
Notes $'000 $'000
i e operatmg L
Profit/ (loss) for the financial year 92,922 (42,008)
Adjustments for:

Realised and unrealised investments (gains) /losses on cash

and investments, including currency movements 10 (4,289) 8,615
Income from investments 10 (10,160) (4,135)
Exchange gains/ (losses) 3,712 (7,020)
Increase in debtors, prepayments and accrued income (19,029) (35,021)
(Decrease) /increase in net technical provisions (12,217) 123,604
(Decrease) /increase in creditors, accruals and deferred income (18,261) 18,236
Net cash inflow from operating activities 32,678 62,171
Cash flows from investing activities

Interest received 10,160 4,135
Purchase of equity and debt securities (197,372) (214,198)
Sale of equity and debt securities 229,518 182,229
Net cash inflow/ (outflow) from investing activities 42,306 (27,834)
Cash flows from financing activities

Proceeds from intercompany loan — 5,000
Payment of intercompany loan and interest (20,094) (180)
Transfer from members in respect of underwriting participations 10,086 3,195
Members' agents' fees paid on behalf of members (1,044) (1,088)
Net cash flow from financing activities (11,052) 6,927
Increase in cash and cash equivalents in the year 63,932 41,264
Cash and cash equivalents at 1 January 101,702 63,002
Effect of exchange rates and change in market value on cash and cash

equivalents 3,669 (2,564)

Cash and cash equivalents at 31 December 16 169,303 101,702
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Syndicate 2010

Notes to the Syndicate Annual Accounts
For the year ended 31 December 2023

Basis of Preparation

Syndicate 2010 ("The Syndicate") comprises a group of members of the Society of Lloyd’s that underwrites insurance
business in the London Market. The address of the Syndicate’s Managing Agent, LSL, is 29th Floor, 20 Fenchurch Street,
London, EC3M 3BY.

The annual accounts have been prepared in accordance with the Insurance Accounts Directive (Lloyd’s Syndicate and
Aggregate Accounts) Regulations 2008 and applicable Accounting Standards in the United Kingdom and the Republic of
Ireland, including Financial Reporting Standard 102 ("FRS 102") and Financial Reporting Standard 103 Insurance Contracts
("FRS 103"). In accordance with FRS 103 “Insurance Contracts”, the Syndicate continues to apply existing accounting
policies to its insurance contracts but has the option to make improvements to its policies if the changes make the annual
accounts more relevant to the decision-making needs of the user.

The annual accounts have been prepared on the historical cost basis, except for financial assets at fair value through profit or
loss that are measured at fair value.

The annual accounts are prepared in US Dollars ("USD") which is the presentational and functional currency of the
Syndicate. All amounts have been rounded to the nearest thousand, unless otherwise indicated.

The annual accounts are prepared on a going concern basis in accordance with FRS102.

In assessing the Syndicate's going concern position as at 31 December 2023, the Directors have considered a number of
factors. These include the current balance sheet and liquidity position, the level and composition of the Syndicate's capital
and solvency ratios, the current performance against the Syndicate's strategic and financial business plan, and the current
market environment including consideration of the ongoing Ukraine Conflict, inflation and climate change.

The Russia/Ukraine Conflict has caused significant disruption to worldwide economies, both directly through the invasion
and indirectly through sanctions being imposed on Russia by the UK, EU and US. A management margin of $21.2m net of
reinsurance and reinstatement premiums has been made. Given the nature of the Russia/Ukraine Conflict, the ultimate
losses relating to the event are subject to a degree of uncertainty. In response, the Syndicate has booked prudent reserves
reflecting our exposure. This is based on a decision tree approach with probabilities applied to external scenarios. The
actuarial best estimate is then a weighted probability of each scenario.

Whilst our longer tail lines, such as casualty, remain a small proportion of the overall book, these lines, due to their very
nature, are more difficult to reserve for and will, over time, increase the inherent risk within this principal risk.

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 annual accounts. To assess the Syndicate's going concern, 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, among other analysis, a best estimate forecast as well as various scenarios. This incorporated different
magnitudes of reserve releases and, attritional, large and catastrophe events plus optimistic and pessimistic investment return
scenarios. To further stress the financial stability of the Syndicate, additional stress testing was performed. This included
modelling the breakeven capital requirements of our regulators, the impact of potential management actions to reduce the
Syndicate's exposure to climate change-related risks, an operational risk stress of the main input assumption to the base case,
the occurrence of a number of high severity loss events impacting the Syndicate in 2024 alongside an investment shock and
finally a reverse stress test scenario designed to render the business model unviable. The testing identified that under the
plausible stress scenarios, the Syndicate had more than adequate liquidity and solvency headroom. Under the severe stress
scenario, the corporate member would replenish any cash calls, however this scenario is extremely unlikely and does not take
into account the potential upside opportunities for the Syndicate.

Based on the going concern assessment performed as at 31 December 2023, 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. The
Directors have formed a judgement 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
annual accounts.

Use of Judgements and Estimates

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

20



[l Lancashire

Syndicate 2010

Notes to the Syndicate Annual Accounts
For the year ended 31 December 2023

a)

b)

Use of Judgements and Estimates continued

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

Estimation of premiums

The measurement of premiums estimates comprises the estimated gross premium written during the year, that have not yet
been notified by the financial year-end. For certain insurance contracts, premium is initially recognised based on estimated
premium income ("EPI"). When premium is sourced through binders or treaty business, the EPI is pro-rated across the
contract period. This is done on a straight-line basis unless the underlying writing pattern from the prior period indicates the
actual underlying writing pattern is materially different. The underwriters adjust their EPI estimates as the year of account
matures. After a set amount of time after a contract expires, premiums are adjusted to match the actual signed premium.
Premiums are earned on a straight-line basis over the life of each contract. At a portfolio level this is considered to provide a
reasonable estimate for the full year of the pattern of risk over the coverage period.

Estimation of claims

The measurement of the provision for claims outstanding comprises the estimated cost of settling all claims incurred but
unpaid at the balance sheet date, whether reported or not. This is a judgemental and complex area due to the subjectivity
inherent in estimating the impact of claims events that have occurred but for which the eventual outcome remains
uncertain. In particular, judgement is applied when estimating the value of amounts that should be provided for claims that
have been incurred at the reporting date but have not yet been reported ("IBNR") to the Syndicate.

The amount included in respect of IBNR is based on statistical techniques of estimation applied by the Syndicate Managing
Agent’s in-house actuaries and compared to the independent assessment performed by the external consulting actuaries.
These techniques generally involve projecting from past experience the development of claims over time in view of the likely
ultimate claims to be experienced and for more recent underwriting, having regard to variations in business accepted and
the underlying terms and conditions. The provision for claims also includes amounts in respect of internal and external
claims handling costs. For the most recent years, where a high degree of volatility arises from projections, estimates may be
based in part on output from rating and other models of business accepted and assessments of underwriting conditions.

In arriving at the level of claims provisions a margin is applied over and above the actuarial best estimate so as to minimise
any adverse run-off deviation.

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.

Accounting Policies

Premiums written

Premiums written comprise premiums on contracts incepted during the financial year, together with adjustments made in
the year to premiums written in prior accounting periods. They also include estimates for pipeline premiums, representing

amounts due to the Syndicate not yet notified. Premiums are shown gross of commission payable and exclude taxes and
duties levied on them.

Reinsurance premium ceded

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

Unearned premivums

The provision for unearned premiums comprises the proportion of premiums written which is estimated to be earned in the
following or subsequent financial periods, computed separately for each insurance contract using the daily pro rata method,
adjusted if necessary to reflect any variation in the incidence of risk during the period covered by the contract.
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Syndicate 2010

Notes to the Syndicate Annual Accounts
For the year ended 31 December 2023

e)

h)

Accounting Policies continued
Claims provisions and related recoveries

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.

Outstanding claims including an allowance for the cost of claims incurred by the balance sheet date but not reported until
after the year end ("IBNR"). Claims outstanding are reduced by anticipated salvage and other recoveries.

The reinsurers’ share of provisions for claims is based on calculated amounts of outstanding claims and projections for
IBNR, net of estimated irrecoverable amounts, having regard to the reinsurance programme in place for the class of
business, the claims experience for the year and the current security rating of the reinsurance companies involved. A
number of statistical techniques are used to assist in making these estimates. The most critical assumption in regards to
claims provisions is that the past is a reasonable predictor of the likely level of claims development. In addition, a
management prudence margin is added to the actuarial best estimate.

Reinsurance assets are assessed for impairment at each balance sheet date. A reinsurance asset is deemed impaired if there is
objective evidence, as a result of an event that occurred after its initial recognition, that the Syndicate may not recover all
amounts due, and that event has a reliably measurable impact on the amount that the Syndicate will receive from the
reinsurer. Impairment losses are recognised immediately in the profit or loss account.

The Directors consider that the provisions for gross claims and related reinsurance recoveries are fairly stated on the basis of
the information currently available to them. However, the ultimate liability will vary as a result of subsequent information
and events and this may result in significant adjustments to the amounts provided.

Unexpired risks provision

A provision for unexpired risks is made where claims and related expenses estimated to arise after the end of the financial
period in respect of contracts incepted before that date, are expected to exceed the unearned premiums under these
contracts, after the deduction of any deferred acquisition costs.

The need for any provision for unexpired risks is assessed at a total Syndicate Year of Account level.

Acquisition costs

Acquisition costs, comprising commission and other internal and external costs related to the acquisition of new insurance
contracts are deferred to the extent that they are attributable to premiums unearned at the balance sheet date.

Foreign currencies

The presentational and functional currency of the Syndicate is US Dollars. Transactions denominated in currencies other
than the functional currency are translated into the functional currency at the rate of exchange ruling at the date of the
transaction or at an appropriate average rate. The Syndicate’s monetary assets and liabilities denominated in foreign
currencies are translated into the functional currency at the exchange rate ruling on the reporting date. Non-monetary
assets and liabilities denominated in foreign currencies that are measured at fair value are retranslated to the functional
currency using the exchange rates at the date when the fair value was determined. Non-monetary items denominated in
foreign currencies that are measured at historical cost are translated to the functional currency using the exchange rate at
the date of transaction. For the purposes of foreign currency translation, unearned premiums and deferred acquisitions costs
are treated as if they are monetary items.

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

Financial assets and liabilities

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

(iv)

Accounting Policies continued
Financial assets and liabilities continued

Classification

The accounting classification of financial assets and liabilities determines the way in which they are measured and changes in
those values are presented in the statement of profit or loss and other comprehensive income. Financial assets and liabilities
are classified on their initial recognition. Subsequent reclassifications are permitted only in restricted circumstances.

Financial assets and financial liabilities at fair value through profit and loss comprise financial assets and financial liabilities
held for trading and those designated as such on initial recognition. Investments in shares and other variable yield securities,
units in unit trusts, and debt and other fixed income securities are designated as at fair value through profit or loss on initial
recognition, as they are managed on a fair value basis in accordance with the Syndicate’s investment strategy.

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 transfers the financial asset to another party without retaining control of substantially all risks and rewards of
the asset. A financial liability is derecognised when its contractual obligations are discharged, cancelled, or expire. Regular
way purchases and sales of financial assets are recognised and derecognised, as applicable, on the trade date, i.e. the date
that the Syndicate commits itself to purchase or sell the asset.

Measurement

A financial asset or financial liability is measured initially at fair value plus, for a financial asset or financial liability not at fair
value through profit and loss, transaction costs that are directly attributable to its acquisition or issue.

Financial assets at fair value through profit or loss are measured at fair value with fair value changes recognised immediately
in profit or loss. Net gains or net losses on financial assets measured at fair value through profit or loss includes foreign
exchange gains/losses arising on their translation to the functional currency, but excludes interest and dividend income.

Loans and receivables and non-derivative financial liabilities are measured at amortised cost using the effective interest
method. This includes Deposits with ceding undertakings.

Identification and measurement of impairment

At each reporting date the Syndicate assesses whether there is objective evidence that financial assets not measured at fair
value through profit or loss are impaired. Financial assets are impaired when objective evidence demonstrates that a loss
event has occurred after the initial recognition of an asset, and that the loss event has an impact on the future cash flows on
the asset that can be estimated reliably.

Objective evidence that financial assets are impaired includes observable data that comes to the attention of the Syndicate
about any significant financial difficulty of the issuer, or significant changes in the technological, market, economic or legal
environment in which the issuer operates.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference between its
carrying amount, and the present value of the estimated future cash flows discounted at the asset’s original effective interest
rate.

Individually significant financial assets are tested for impairment on an individual basis. The remaining financial assets are
assessed collectively in groups that share similar credit risk characteristics.

An impairment loss recognised reduces directly the carrying amount of the impaired asset. All impairment losses are
recognised in profit or loss. An impairment loss is reversed if the reversal can be related objectively to an event occurring
after the impairment loss was recognised. For financial assets measured at amortised cost the reversal is recognised in profit
or loss.

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 to settle on a net basis or to realise the asset
and settle the liability simultaneously.

nNo
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Accounting Policies continued
Investment return

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

For investments at fair value through profit or loss, realised gains and losses represent the difference between the net
proceeds on disposal and the purchase price. For investments measured at amortised cost, realised gains and losses
represents the difference between the net proceeds on disposal and the latest carrying value (or if acquired after the last
reporting date, the purchase price).

Unrealised gains and losses on investments represent the difference between the fair value at the balance sheet date and
their purchase price. Movements in unrealised investment gains and losses comprise the increase/decrease in the reporting
period in the value of the investments held at the reporting date and the reversal of unrealised investment gains and losses
recognised in earlier reporting periods in respect of investment disposals of the current period, or the valuation at the
beginning of the year; as well as the reversal of previously recognised unrealised gains and losses in respect of investment
disposed of in the current period.

Investment return is initially recorded in the Non-Technical Account. The return is transferred in full to the Technical
Account — General Business to reflect the investment return on funds supporting underwriting business.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in hand, deposits held at call with banks and other short-term highly
liquid investments with maturities of three months or less from the acquisition date that are subject to an insignificant risk of
changes in fair value, and are used by the Syndicate in the management of its short-term commitments. Cash and cash
equivalents are carried at amortised cost in the balance sheet.

Deposits with ceding undertakings

Deposits with ceding undertakings represent funds held by Lloyd's Europe on behalf of the Syndicate to settle Part VII
claims. These funds are held at amortised cost in the balance sheet.

Taxation

Under Schedule 19 of the Finance Act 1993 managing agents are not required to deduct basic rate income tax from trading
income. In addition, all UK basic rate income tax (currently at 19%) deducted from Syndicate investment income is
recoverable by managing agents and consequently the distribution made to members or their members’ agents is gross of
tax. Capital appreciation falls within trading income and is also distributed gross of tax.

No provision has been made for any US 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

Lancashire Insurance Services Limited operates a defined contribution pension scheme. Pension contributions relating to
staff are recharged to the Syndicate via LSL as incurred and are included within net operating expenses.

Profit commission

Profit commission is charged by the Managing Agent on a year of account basis subject to the operation of a two-year deficit
clause. This is charged to the Syndicate as incurred but does not become payable until after the appropriate year of account
closes, normally at 36 months. Profit commission is charged at a rate of 20% where a seven year rolling average syndicate
result of not less than 7.5% on capacity is achieved. Profit commission at a rate of 17.5% will apply where the seven year
rolling average syndicate result is less than 7.5% on capacity.
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4 Risk and Capital Management

The Syndicate is exposed to a variety of insurance and financial risks when undertaking its activities. The Board of Directors
of LSL, the Syndicate’s Managing Agent, has policies in place for measuring and managing insurance and financial risks, and
for managing the Syndicate’s capital. These risks can be split into the following categories:

J Insurance risk;

J Financial risk;

. Credit risk;

*  Liquidity risk;

. Operational risk;

. Market risk; and

¢  Capital management risk.

Risk management framework

The Board of Directors of LSL has overall responsibility for the establishment and oversight of the Syndicate’s risk
management framework. The Board has established a Risk and Compliance 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 and Compliance Committee has delegated oversight of the management of aspects of insurance risks to
the Underwriting and Reserving Committees, which are responsible for developing and monitoring insurance risk
management policies, and the management of aspects of financial risk to the Investment Committee, which is responsible for
developing and monitoring financial risk management policies. The risk management policies are established to identify and
analyse the risks faced by the Syndicate, to set appropriate risk limits and controls, and to monitor risks and adherence to
limits.

The Risk, Underwriting, Reserving and Investment Committees report regularly to the Board of Directors on their activities.
The sections below explain how each category of risk is defined and managed.

Insurance Risk

Management of insurance risk

A key component of the management of underwriting risk for the Syndicate is a disciplined underwriting strategy that is
focused on writing quality business and not writing for volume. Product pricing is designed to incorporate appropriate
premiums for each type of assumed risk. The underwriting strategy includes monitoring underwriting limits on the
Syndicate’s total exposure to specific risks together with limits on geographical and industry exposures. The aim is to ensure
a well-diversified book is maintained, with no excessive exposure in any one geographical region.

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).

The Syndicate makes use of reinsurance to mitigate the risk of incurring significant losses linked to one event, including
excess of loss and catastrophe reinsurance. Where an individual exposure is deemed surplus to the Syndicate’s appetite,
additional facultative reinsurance may also be purchased. The Syndicate may also choose to purchase quota share
reinsurance at selected sub account levels.

The Reserving Committee oversees the management of reserving risk. The use of proprietary and standardised modelling
techniques, internal and external benchmarking, and the review of claims development are all instrumental in mitigating
reserving risk. 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 and Compliance
Committee and the Managing Agent’s Board of Directors of the claims provisions to be established.

The Managing Agent’s in-house actuaries perform a reserving analysis on a quarterly basis liaising closely with subject matter
experts within the underwriting, claims and reinsurance functions. 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 to the previous ‘best estimate’ projections. The output of the reserving
analysis is compared on a twice-yearly basis to the independent analysis performed by the external consulting actuaries.

In addition, claims development is monitored against expectations on a monthly basis and reported to the Executive
Committee to give an early indication of changes expected at the next reserving analysis.
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4 Risk and Capital Management continued

Insurance Risk continued

Management of insurance risk continued

In arriving at the level of claims provisions a margin is applied over and above the actuarial best estimate so as to minimise
the likelihood of any adverse run-off deviation.

Concentration of insurance risk

The Syndicate’s underwriting covers various classes of business which, to some extent, have different exposure profiles and
therefore provide an element of diversification. The Managing Agency monitors the type of business underwritten by the
Syndicate at a whole account level and, where appropriate, adjusts either the business mix or the level of reinsurance
protection in place to try to reduce the extent of overly concentrated exposures.

The table below provides an analysis of the geographical breakdown of the Syndicate's gross written premium by class of

business.
As at 31 December 2023 Fire and
Marine, other
Accident aviation and damage to
and health transport property
0

United Kingdom

UsS — — 134,761 93,381 228,142
European Union Member States —_ 127 — 22,747 22,874
Other countries (including Worldwide) 9,902 16,462 47,787 116,764 190,915
Total 10,007 16,626 182,801 239,640 449,074
e N
Marine, other
Accident aviation and damage to
and health transport property Reinsurance Total
$°000 $000 $°000 $000 $000
United Kingdom 538 498 85 7,207 8,328
UsS — — 103,266 99,477 202,743
European Union Member States — 447 — 17,275 17,722
Other countries (including Worldwide) 8,082 15,966 42,795 128,572 195,415
Total 8,620 16,911 146,146 252,531 424,208

Sensitivity of insurance risk

The frequency and severity of claims in respect of the Syndicate can be affected by several factors. The Syndicate specialises
in non-marine reinsurance, aviation reinsurance, and direct and facultative property insurance. These accounts are
predominantly short-tail in nature, and some of them have a high degree of catastrophe exposure (for example the property
accounts could be affected by hurricane or earthquake losses).

The catastrophe-exposed nature of these accounts is managed through the Syndicate’s underwriting strategy, aggregate
management and reinsurance arrangements.

Underwriting limits are in place to support appropriate risk selection criteria and loss aggregates are reviewed and managed
by the Syndicate. LSL is committed to monitoring and managing the financial risks from climate change in line with its
stated risk appetite. ESG underwriting guidelines have been established for the Lancashire Group that have been applicable
to all classes of business from 1st January 2022. The guidelines apply to all new business, with renewals in scope with effect
from 1st January 2030.

The reinsurance arrangements include excess and catastrophe coverage. These arrangements are designed to mitigate the
impact of any significant losses to a more manageable level. The Syndicate models various loss scenarios and also runs
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Risk and Capital Management continued

Sensitivity of insurance risk continued

specific realistic disaster scenarios ("RDS") in accordance with Lloyd’s franchise guidelines to enable it to monitor the
exposure at a gross and net level.

Based on the July 2023 Lloyd’s RDS submission using AIR v9, the largest RDS on a gross basis remains the North-East USA
windstorm event at $330.2m [unaudited]. The largest event net of reinsurance recoveries and reinstatement costs is now also
North-East USA windstorm at $157.2m [unaudited).

The following table presents the sensitivity of the value of insurance liabilities disclosed in the accounts to potential
movements in the assumptions applied within the technical provisions. Given the nature of the business underwritten by the
Syndicate, the approach to calculating the technical provisions for each class can vary and as a result the sensitivity
performed is to apply a beneficial and adverse risk margin to the total insurance liability.

Management deem a range of +/-2.5% and +/-5.0% to be reasonable in showing sensitivities in insurance liabilities based on
the ultimate cost of settling gross claims.

31 December 2023 Movement in claims reserves
+2.5% -2.5% +5.0% -5.0%
. Impact On gro SS 1 1ab11mes ................................................................ 13,916 ...................... (13 ,916) ...................... 27,83 G (2 s ,833)
Impact on net liabilities 9,309 (9,309) 18,619 (18,619)
Impact on profit for the year and members'
balances 9,309 (9,309) 18,619 (18,619)

Impact on gross liabilities 16,768 (16,768) 33,536 (33,536)
Impact on net liabilities 9,685 (9,685) 19,369 (19,369)
Impact on profit for the year and members'

balances 9,685 (9,685) 19,369 (19,369)

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 to optimise
the risk-adjusted investment income and risk-adjusted total return by investing in a diversified portfolio of securities, whilst
ensuring that the assets and liabilities are managed on a cash flow and duration basis. A climate value at risk ("VaR") has
been implemented to provide a forward looking return-based valuation assessment to measure climate-related risks and
opportunities in the investment portfolio.

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; and
Cash and cash equivalents.

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

The Syndicate’s Managing Agency’s Reinsurance Security Committee has established guidelines for managing its exposure to
a single counterparty. These guidelines are regularly reviewed by this committee and adjusted as appropriate by the
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4 Risk and Capital Management continued

Credit Risk continued

Managing Agency’s board. The Broker Vetting Committee considers the approval of all new brokers, and reviews all
approved brokers on a three year cycle.

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 debts and investment grade corporate debts. The Syndicate does not currently invest new monies in
speculative grade assets (i.e. those rated below BBB).

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, with 2 minimum rating of AAA to A-.

The Syndicate’s exposure to intermediaries and reinsurance counterparties is monitored as part of its credit control
processes.

All intermediaries must meet minimum requirements established by the Syndicate. The credit ratings and payment histories
of intermediaries are monitored on a regular basis.

The Managing Agent’s Reinsurance Security Committee assesses the creditworthiness of reinsurers by reviewing public rating
information and by internal investigations. The impact of potential 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).

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

As at 31 December 2023 AAAto A- BBB+ to B- Unrated Total
$°000 $°000 $°000 $000
Financial investments 168,943 11,779 1,521 ] 182,243
Cash and cash equivalents 169,303 — — 169,303
Deposits with ceding undertakings 470 — — 470
Reinsurers' share of claims outstanding 181,837 1,008 1,431 184,276
Debtors arising out of reinsurance operations 35,472 — 97,540 133,012
Total 556,025 12,787 100,492 669,304
As at 31 December 2022 AAA to A- BBB+ to B- Unrated Total
$°000 $°000 $°000 $000
Financial investments 188490 19577 1,680 209,747
Cash and cash equivalents 101,702 — — 101,702
Deposits with ceding undertakings 195 — — 195
Reinsurers' share of claims outstanding 276,532 1,730 5,065 283,327
Debtors arising out of reinsurance operations 26,879 1,475 99,793 128,147
Total 593,798 22,782 106,538 723,118

Of the $1.4m (2022: $5.1m) unrated reinsurers' share of claims outstanding, $1.4m (2022: $1.6m) is fully collateralised in
trust funds and $nil (2022: $3.5m) relates to a handful of specific unsettled recoveries from reinsurers that have subsequently
merged or been taken over by another reinsurer and therefore the original counterparty is no longer rated. However, no
recovery issues are currently anticipated with respect to these specific counterparties.
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4 Risk and Capital Management continued
Credit Risk continued

Exposure to credit risk continued

Of the $97.5m (2022: $99.8m) unrated debtors arising out of reinsurance operations, $97.1m (2022: $99.5m) is due from
ceding insurers under reinsurance business and $0.4m (2022: $0.3m) relates to reinsurance recoverable on paid claims.

The total unrated financial investments represent cash and overseas deposits held in trust funds.

Financial assels that are past due or impaired

The Syndicate has debtors arising from direct insurance and reinsurance operations that are past due but not impaired at
the reporting date. The Syndicate does not consider these debtors to be impaired on the basis of stage of collection of
amounts owed to the Syndicate.

An analysis of the carrying amounts of past due but not impaired debtors is presented in the table below.

As at 31 December 2023 Neither due  0-3 months  3-6 months 6-12 months Greater than Total
nor past due past due pastdue 1 year past
impaired due
$°000 $°000 $°000 $°000 $°000 $°000
‘Debtors arising out of direct insurance operations 26,568 18841 538 1,108 2,694 49,749
Debtors arising out of reinsurance operations 89,635 35,162 1,002 2,441 4,772 133,012
Total 116,203 54,003 1,540 3,549 7,466 182,761
“Asat 31 December 2022 T Neither due  0-8 months 86 months 6-12 months Greater than  Total
nor past due past due past due 1 year past
impaired due
$000 $°000 $°000 $°000 $°000 $°000
e nsmg outofdlrectlnsuranceope P 5 7,861 ............... 13’190 ................... fg Bay e i ’ Yo
Debtors arising out of reinsurance operations 110,161 16,482 173 598 733 128,147
Total 138,022 29,672 329 1,120 1,379 170,522

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 liquidity 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

to 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. 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;

* The Syndicate purchases assets with durations not greater than its estimated insurance contract outflows;

® Assets purchased 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 holds significant committed borrowing facilities to enable cash to be raised in a relatively short timespan,
details of which are set out in Note 23; and

® The Syndicate regularly updates its contingency 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 following table shows the financial liabilities (gross provision for outstanding claims and creditors) grouped into
maturity dates.
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4 Risk and Capital Management continued
Liquidity Risk continued

Management of liquidity risk continued

As at 31 December 2023 < 1year 4-5 years > 5 years Total
$°000 $°000 $°000 $°000

“Gross provision for claims outstanding . 317,350 176,979 46,741 15883 556,653
Creditors 63,267 — — — 63,267
Total 380,617 176,979 46,741 15,583 619,920

\su;ll)e(mnl)mQ()QQ<l\en ........... l’,\ens .......... li_)w”\>3w“s ................ e
$°000 $°000 $°000 $°000 $°000

_Gross provision for claims outstanding 397,769 208,047 50,056 14842 670,714
Creditors 108,259 — — — 108,259
Total 506,028 208,047 50,056 14,842 778,973

Operational Risk

Operational risk is the risk of loss from people, processes, systems or external events with origins outside the scope of other
risk categories. The Managing Agent actively monitors and controls its operational risks. LSL recognises that the ability to
continue operations in the event of a business interruption, whether from a major disaster or minor incident, is a
fundamental factor in meeting the expectations of its customers and internal and external stakeholders. Both the Syndicate
and Lloyd’s have a formal disaster recovery plan which, in the event of an incident, will support alternative strategies to
ensure business continuity and operational resilience.

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 market risk and the
exposure of the Syndicate at the reporting date to each major risk is addressed as follows:

Interest rate risk

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 Investment Committee monitors the duration of these assets on a regular basis.

Currency risk

The Syndicate writes business primarily in US dollars, Canadian dollars, Sterling and Euros and is therefore exposed to
currency risk arising from fluctuations in the exchange rates of US Dollars against these currencies.

The foreign exchange policy is to, as far as possible, maintain assets in the currency in which the cash flows from liabilities
are to be settled in order to match the currency risk inherent in these contracts. The table below summarises the carrying
value of the Syndicate’s assets and liabilities, at the reporting date.
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4

Risk and Capital Management continued

Market Risk continued

Currency risk continued

$'000 $'000 $'000 $'000 $'000
B [sie T T Bissr 53
Total liabilities (119,986)  (589,291) (63,650) (31,331)  (804,258)
Members’ balance 4,733 (59,295) (3,690) 26,226 (32,026)
“Asat 31 December 2022 Gep usp EUR cap T Total |
$'000 $'000 $'000 $'000 $'000
R SR R R i P T 655650
Total liabilities (124,786) (699,854) (88,547) (29,093) (942,280)
Members’ balance (27,601) (82,107) (37,273) 12,991 (133,990)

The Syndicate participates in the currency conversion scheme at Lloyd’s and as a result holds assets and liabilities in the four
currencies disclosed above. Any other currencies are converted to sterling and disclosed under the GBP caption.

Sensitivity analysis to market risks for financial instruments

An analysis of the Syndicate’s sensitivity to interest rate and currency risk is presented in the tables below. The tables show
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.

Interest rate risk 2023 2022
$'000 $'000
S /(de e ) e profit o year L
+50 basis points increase (1,507) (1,604)
- 50 basis points decrease 1,507 1,604
+100 basis points increase (3,014) (3,207)
-100 basis points decrease 3,014 3,207

Increase/(decrease) on profit for the year ended

10% strengthening of Sterling to US Dollar 1,715 (6,985)
10% weakening of Sterling to US Dollar (1,715) 6,985
10% strengthening of Euro to US Dollar 3,433 (1,952)
10% weakening of Euro to US Dollar (3,433) 1,952
10% strengthening of Canadian Dollar to US Dollar 3,379 2,248
10% weakening of Canadian Dollar to US Dollar (3,379) (2,248)

Capital Management Risk

Capital framework at Lloyd’s

The Society of Lloyd’s ("Lloyd’s") is regulated by the Financial Conduct Authority ("FCA") and the Prudential Regulatory
Authority ("PRA"), under the Financial Services and Markets Act 2000, and in accordance with the Solvency II Framework.
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4 Risk and Capital Management continued
Capital Management Risk continued

Capital framework at Lloyd’s continued

Within this supervisory framework, Lloyd’s applies capital requirements at member level and centrally to ensure that Lloyd’s
would comply with the Solvency II 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 II and Lloyd’s capital requirements apply overall and member level only
respectively. Accordingly, the capital requirement in respect of Syndicate 2010 is not disclosed in these annual accounts.

Lloyd’s capital setting process

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

A Syndicate comprises one or more underwriting members of Lloyd’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 Lloyd’s sets for each member operate on a similar basis. Each member’s SCR shall thus be determined by
the sum of the member’s share of the Syndicate’s 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, Lloyd’s applies a
capital uplift to the member’s capital requirement, known as the Economic Capital Assessment ("ECA"). The purpose of this
uplift, which is a Lloyd’s and not a Solvency II requirement, is to meet Lloyd’s financial strength, licence and ratings
objectives. The capital uplift applied for 2023 was maintained at 35.0% (unaudited) of the members' 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.
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5  Analysis of Underwriting Result

An analysis of the underwriting result before investment return for the year and the net technical provisions for the year end
is presented in the table below:

31 December 2023

Type of business Gross Gross Gross Net Reinsurance Total Net
premiums premiums claims operating balance excluding technical
written earned incurred expenses $°000 investment provisions
$000 $°000 $000 $°000 return $000
Heeeese st e85 R R85 558 R8RS RRREERRREERRREERRREE  sR SR p et Ee
Direct insurance
Accident and health 10,007 7,876 (8,788) (2,753) (257) 1,078 9,698
Marine, aviation and transport 16,782 13,115 (6,054) (3,893) 212 3,380 14,178
Fire and other damage to
property 182,645 176,091  (48,926)  (46,857) (29,581) 50,727 140,516
209,434 197,082  (58,768)  (53,503) (29,626) 55,185 164,392
Reinsurance acceptances 239,640 237,354 (52,270) (59,757) (97,970) 27,357 337,071
Total 449,074 434,436 (111,038)  (113,260) (127,596) 82,542 501,463

December 2022

Type of business Gross Gross Gross Net Reinsurance Total Net
premiums  premiums claims operating balance excluding technical
written earned incurred expenses $000 investment provisions
$°000 $°000 $°000 $°000 return $000
$°000

Direct insurance

Accident and health 8,620 9,055 (2,240) (4,198) (219) 2,398 5,859

Marine, aviation and transport 16,911 15,707 (24,881) (4,376) 28,077 14,527 6,560

Fire and other damage to

property 146,146 135,639 (50,605) (38,910) (16,807) 29,317 143,227
171,677 160,401 (77,726) (47,484) 11,051 46,242 155,646

Reinsurance acceptances 252,531 238,923 (247,123) (47,999) (34,372) (90,571) 351,321

Total 494208 399,324  (324,849)  (95,483) (23,321)  (44,329) 506,967

Net technical provisions are net of deferred acquisition costs.

The gross premiums written by geographical destination analysis is set out below. All premiums written are for contracts with
external customers and are concluded in the UK, except for EU-domiciled business which is written through Lloyd's Europe,
reinsured to the Syndicate and concluded in Belgium.

2023 2022

$'000 $000
Un1tedK1ngdom7,1448,328

UsS 228,142 202,743

European Union Member States 22,874 17,722

Other countries (including Worldwide) 190,914 195,415

Total 449,074 424,208




Lancashire

Syndicate 2010

Notes to the Syndicate Annual Accounts
For the year ended 31 December 2023

Net Operating Expenses

Brokerage and commissions

Change in deferred acquisition costs (7,126) (3,410)
Administrative expenses 29,213 28,256
Members' standard personal expenses 6,403 5,909
Reinsurance commissions and profit participation (5,414) (2,040)
113,260 95,483

Total

Total commissions for direct insurance business in the year amounted to $50.6m (2022: $36.3m).

Administrative expenses include:

2022

Auditors’ remuneration:
Audit of the Syndicate annual accounts 377 322
Other services pursuant to regulations and Lloyd's Byelaws 156 141
533 463

Total

Staff Number and Costs

Lancashire Insurance Services Limited ("LISL") pays all salaries to the employees and recharges a proportion to LSL, which
in turn recharges the Syndicate. All staff are employed by LISL. The following amounts were recharged by LSL to the

Syndicate in respect of salary costs:

2022
ettt ettt ettt $1000 ......5000
Wages and salaries 10,905 9,496
Social security costs 1,461 1,315
Pension costs 771 728

13,137 11,539

Total

The average number of employees employed by LISL but working for the Syndicate during the year, analysed by category, is

as follows:

2023 2022
Number Number

. Ope e e i
Underwriting and claims 45 45
56 56

Total

Emoluments of the Directors of Lancashire Syndicates Limited

The Syndicate has incurred the following amounts in respect of emoluments paid to its Managing Agent’s Directors,
excluding the Active Underwriter of the Syndicate (see Note 9). Fees relates to fees paid to the Non-Executive Directors.

2023 2022

$'000 $'000
L as T

Fees 27 21

Other benefits 393 140
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Active Underwriter’s Emoluments

The Active Underwriter, the highest paid Director, received the following aggregate remuneration charged to the Syndicate:

2023 2022

$'000 $'000
L T
Other benefits 206 137

During the year, a new Active Underwriter was appointed for the Syndicate. The amounts above have been apportioned to
reflect this change.

Investment Return

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

2023 2022

$'000 $'000
s

Interest and dividend income 10,160 4,135

Realised gains on investments 280 56

Unrealised gains on investments 5,009 217

Investment expenses and charges:

Investment management expenses, including interest (263) (139)
Realised losses on investments (825) (1,328)
Unrealised losses on investments (175) (7,460)
Investment return transferred to the technical account from the non-technical account 14,186 (4,519)

The total income, expenses, net of gains or losses, including changes in fair value, recognised on all financial assets and
financial liabilities comprises the following:

2023 2022

$'000 $'000
Bt through proﬁt L 14’449 ................... (4 ’3 80)
Investment management expenses, excluding interest (263) (139)
Total investment return 14,186 (4,519)

There are no impairment losses on any financial assets recognised in administrative expenses included in technical account

(2022: $nil).

The average Syndicate funds available for investment and investment yield in the calendar year by currency is as follows:

31 December 2023 31 December 2022

Average Investment Average Investment

funds yield funds yield
e $1000 .o 20 eeeeesssreene: AL %...
Sterling 23,944 9.3 21,723 (3.4)

Euro 119 2.6 134 —
US Dollars 145,380 7.0 135,283 (2.6)
Canadian Dollars 33,614 5.1 25,123 (1.1)
All currencies converted to US Dollars 203,057 7.0 182,263 (2.5)

o
[$2¢
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11 Financial Investments

Carrying value Cost

2023 2022 2023 2022
As at 31 December $'000 $'000 $'000 $'000
Shares and other variable yield securities and units in unit
trusts 2,835 2,723 4,615 4,615
Debt securities and other fixed income securities 155,393 170,423 156,698 177,578
Overseas deposits 24,015 36,601 24,015 36,601
Total 182,243 209,747 185,328 218,794

All financial assets are measured at fair value through profit or loss. The amount ascribable to listed investments is $155.4m
(2022: $170.4m).

The Syndicate classifies its financial instruments held at fair value in its Balance Sheet using a fair value hierarchy based on
the inputs used in the valuation techniques as follows:

« Level 1 - financial assets that are measured by reference to published quotes in an active market. A financial instrument is
regarded as quoted in an active market if quoted prices are readily and regularly available from an exchange, dealer,
broker, industry group, pricing service or regulatory agency and those prices represent actual and regularly occurring
market transactions on an arm's length basis.

» Level 2 - financial assets measured using a valuation technique based on assumptions that are supported by prices from
observable current market transactions. For example, assets for which pricing is obtained via pricing services but where
prices have not been determined in an active market, financial assets with fair values based on broker quotes, investments
in private equity funds with fair values obtained via fund managers and assets that are valued using the Syndicate’s own
models whereby the significant inputs into the assumptions are market observable.

« Level 3 — financial assets measured using a valuation technique (model) based on assumptions that are neither supported
by prices from observable current market transactions in the same instrument nor are they based on available market data.
Therefore, unobservable inputs reflect the Syndicate's own assumptions about the assumptions that market participants
would use in pricing the asset or liability (including assumptions about risk). These inputs are developed based on the best
information available, which might include the Syndicate’s own data. This includes the loans to Lloyd's Central Fund.

The table below analyses financial instruments held at fair value in the Syndicate’s Balance Sheet at the reporting date by its
level in the fair value hierarchy:

As at 31 December 2023 Level 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000

‘Shares and other variable yield securities and units in unit trusts ~~ —  — 2,835 2,835
Debt securities and other fixed income securities — 155,393 — 155,393
Deposits with ceding undertakings 470 — — 470
Cash and cash equivalents 169,248 55 — 169,303
Overseas deposits 1,142 22,873 — 24,015
Total 170,860 178,321 2,835 352,016

Shares and other variable yield securities and units in unit trusts

Debt securities and other fixed income securities — 170,423 — 170,423
Deposits with ceding undertakings 195 — — 195
Cash and cash equivalents 101,647 55 —_ 101,702
Overseas deposits 1,550 35,061 — 36,601
Total 103,392 205,529 2,723 311,644

There were no transfers between levels during the year.

0o
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Financial Investments continued

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.

Shares and other variable securities and units in unit trusts are generally categorised as level 1 in the fair value hierarchy
except where they are not actively traded. This includes the Syndicate loans to central fund. The loan has no fixed
repayment date and has been classified as level 3; a valuation model has been used to approximate fair value. The Syndicate
has no exposure to hedge funds.

Debt securities and derivative financial assets 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 into a composite price. The pricing service may make adjustments for the elapsed time from a trade
date to the valuation date to take into account available market information. Lacking recently reported trades, pricing
vendors will use modelling techniques to determine a security price.

Some government and supranational 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 trades 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 traded 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.

Movement in level 3 investments

The following table provides an analysis of investments values with reference to level 3 inputs.

2023 2022

$'000 $'000
As at 1 January 2,723 3,491
Purchases — _
Net loss recognised in profit or loss (45) (402)
Foreign exchange 157 (366)
As at 31 December 2,835 2,723

12 Deposits with Ceding Undertakings

T

'000

o
~
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14

15

16

17

Debtors Arising Out of Direct Insurance Operations

2023 2022
As at 31 December $'000 $'000
Due within one year 49,749 42,375

Debtors Arising Out of Reinsurance Operations

2022
As at 31 December $'000
Due within one year 133,012 128,147

Other Debtors

As at 31 December $'000
B y L
Amounts due from members 929 931
VAT recoverable 100 33
Due after one year:

Amounts due from members 2,014 1,790
Total 3,043 2,754

Cash and Cash Equivalents

2022

As at 31 December $'000
G qulvalents L
Cash at bank and in hand 96,398 40,040
Holdings in collective investment schemes 72,905 61,662
Total 169,303 101,702

Cash and cash equivalents represents cash at bank and in hand, short term bank deposits and other short-term highly liquid
investments that are subject to insignificant risk of change in fair value.

Deferred Acquisition Costs

2023 2022

$'000 $'000
Asatl]anuary27,86024,942

Acquisition costs incurred in the year 90,184 66,768
Amounts used in the year (83,058) (63,358)
Effect of movement in exchange rates 963 (492)

As at 31 December 35,949 27,860
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18 Claims Development

Claims development is shown in the tables below on an underwriting year basis. Balances have been translated at exchange
rates as at 31 December 2023. These balances are reflected on the Balance Sheet.

Underwriting Year - Gross 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 Total
$'000 $'000 $'000 $'000 $'000 $'000 $'000  $'000 $'000 $'000

Atend of the year of account 128,049 72,857 91,382 303,765 178,663 134,381 154,577 233,203 235,533 95,720
One year later 159,747 118,383 162,779 380,108 259,260 219,786 221,720 325,432 280,185
Two years later 145,704 112,272 159,252 372,357 274210 207,217 229,761 314,476
Three years later 141,870 108,865 151,362 352,633 257,368 190,301 225,828
Four years later 139,587 106,382 147,458 343,584 270,190 187,654
Five years later 136,775 100,623 147,598 342,493 265,434
Six years later 138,141 101,468 145915 339,981
Seven years later 137,154 101,008 145,979
Eight years later 135,732 99,534
Nine years later 185,507
Gross ultimate claims 135,507 99,534 145,979 339,981 265,434 187,654 225,828 314476 280,185 95,720 2,090,298
Less: Cumulative gross paid claims (131,609)  (97,207) (140,013) (318,323) (228,114) (146,583) (167,639) (185,543) (133,494) (15,864) (1,564,389)
Gross claims reserves from 2014 to 2023 3,808 2,327 5966 21,658 37,320 41,071 58,180 128,933 146,691 79,856 525,909
Gross claims reserves - 2013 and prior 30,744
Gross claims reserves (see Note 19) 556,653
"Underwriting Year - Ceded 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023  Total
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
‘Atendof the year of account 10875 6207 1182 137822 48946 44340 36957 99797 66955 4105
One year later 17,109 15261 28,636 164,501 87,601 65,630 49,889 107,996 39,951
Two years later 14,372 14,846 81,489 157,659 105,773 56,601 50,671 101,716
Three years later 13,309 13,627 322656 154,967 97,415 44,461 47,553
Four years later 13,362 13,263 31,422 150,558 112,184 41,827
Five years later 12,645 12,514 30,401 149,250 110,699
Six years later 12,629 12,513 30,926 148,651
Seven years later 11,929 12,229 30,604
Eight years later 11,953 12,187
Nine years later 11,890
RI ultimate claims 11,800 12,187 30,604 148,651 110,609 41,827 47,553 101,716 39,951 4,105 549,183
Less: Cumulative RI paid claims (11,860)  (12,683) (23,555) (141,961) (84,624) (25,250) (30,820) (38,071) (12,633) (46)  (381,503)
RI claims reserves from 2014 to 2023 30 (496) 17,049 6,690 26,075 16,577 16,733 63,645 27,318 4,059 167,680
RI claims reserves from 2012 and prior 16,596

RI claims reserves (see Note 19) 184,276
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18 Claims Development continued

Underwriting Year - Net 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 Total
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000

At end of the year of account 108,174 66,650 80,057 165043 129717 90032 117,620 133406 169278 91615

One year later 142,638 103,122 134,143 215,607 171,659 154,156 171,831 217,436 240,234

Two years later 131,332 97,426 127,763 214,698 168,437 150,616 179,090 212,760

Three years later 128,561 95238 119,097 197,666 159,953 145,840 178,275

Four years later 126,225 93,119 116,036 193,026 158,006 145,827

Five years later 124,130 88,109 117,197 193,243 154,735

Six years later 125,512 88,955 114,989 191,330

Seven years later 125,225 88,779 115,375

Eight years later 123,779 87,347

Nine years later 123,617

Net ultimate claims 193,617 87,347 115375 191,330 154,735 145827 178,275 212,760 240,234 91,615 1,541,115

Less: Cumulative net paid claims (119,749)  (84,524) (116,458) (176,362) (143,490) (121,333) (136,819) (147,472) (120,861) (15,818) (1,182,886)

Net claims reserves from 2014 to 2023 3,868 2,823  (1,083) 14,968 11,245 24,494 41,456 65288 119,373 75,797 358,229

Net claims reserves from 2013 and prior 14,148

Net claims reserves (see Note 19) 372,377

19 Technical Provisions

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

the period.
T G r s T (H S S
provisions assets net  provisions assets net
$°000 $°000 $'000 $°000 $°000 $'000
G d.mg ......................................................................................................................................................................................
Claims notified 270,171 96,750 173,421 255,426 87,050 168,376
Claims incurred but not reported 400,543 186,577 213,966 311,348 180,113 131,235
As at 1 January 670,714 283,327 387,387 566,774 267,163 299,611
Change in prior year provisions 15,992 (41,279) 57,271 88,663 7,420 81,243
Expected cost of current year claims 95,047 4,121 90,926 236,186 66,386 169,800
Claims paid during the year (238,916) (64,833) (174,083) (204,580) (52,922)  (151,658)
Effects of movements in exchange rates 13,816 2,940 10,876 (16,329) (4,720) (11,609)
As at 31 December 556,653 184,276 372,377 670,714 283,327 387,387
Claims notified 239,485 82,136 157,349 270,171 96,750 173,421
Claims incurred but not reported 317,168 102,140 215,028 400,543 186,577 213,966
As at 31 December 556,653 184,276 372,377 670,714 283,327 387,387
Provision for unearned premiums:
As at 1 January 156,908 10,702 146,206 133,576 10,045 123,531
Premiums written during the year 449,074 91,406 357,668 424,208 97,792 326,416
Premiums earned during the year (434,436) (90,437)  (343,999) (399,324) (97,127)  (302,197)
Effects of movements in exchange rates 3,574 65 3,509 (1,552) (8) (1,544)
As at 31 December 175,120 11,736 163,384 156,908 10,702 146,206
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Creditors

2023 2022
As at 31 December $'000 $'000
Creditors arising out of direct insurance operations 9,692 ..................... 5,524
Creditors arising out of reinsurance operations 48,273 71,317
Other creditors including taxation and social security 5,302 31,418
Total 63,267 108,259

Other creditors including taxation and social security balance includes administrative expenses of $2.6m (2022: $2.5m),
members' agents fees of $2.7m (2022: $1.8m), the intercompany loan of $nil (2022: $20.0m) due to the Managing Agent and
$nil (2022: $7.1m) for an intercompany balance due to Lancashire Insurance Company Limited (see note 22).

Foreign Exchange Rates

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

year end rate average rate

Sterling 1.20 1.25
Euro 1.06 1.06
Canadian dollar 0.74 0.77

Related Parties

LSL manages Syndicates 2010 and 3010. Cathedral Capital Holdings Limited (“CCHL”), registered in England and Wales, is
the immediate parent company of LSL. Lancashire Holdings Limited (“LHL”), registered in Bermuda, is the ultimate parent
company of LSL. LHL is the largest and smallest Group which includes LSL and for which the consolidated annual accounts
are prepared.

Within the Lancashire Group there are two (re)insurance companies, Lancashire Insurance Company (UK) Limited
(incorporated in the UK) ("LUK") and Lancashire Insurance Company Limited (incorporated in Bermuda) ("LICL"). As at
31 December 2023, the Syndicate owes LICL $nil (2022: $7.1m) for outwards reinsurance paid on behalf of the Syndicate for
the Syndicate's share of the Group reinsurance cover. In addition, the Lancashire Group includes Lancashire Capital
Management Limited (incorporated in Bermuda) which is the underwriting manager for Kinesis Reinsurance Limited, a
special purpose insurer. There have been no transactions with this latter company.

Total Managing Agency fees charged during calendar year 2023 by LSL in respect of services provided to the Syndicate
amounted to $3.1m (2022: $2.9m). The amount of profit commission to the Managing Agent incurred in 2023 is $nil (2022:
$nil).

A number of Non-Executive Directors are also directors of other Lloyd’s and non-Lloyd’s insurance entities. Those syndicates
and insurance companies may from time to time transact business with the syndicates managed by LSL. All such insurance
contracts will have been dealt with on an arm’s length basis.

Alex Maloney, Group CEO of LHL, and his spouse acquired 100% of the shares in Nameco 801 on 7 November 2016.
Nameco 801 provides capacity to a number of Lloyd’s syndicates including Syndicate 2010. Nameco 801 has provided $0.2m
of capacity to Syndicate 2010 for the 2023 year of account ($0.2m for the 2022 year of account). Mr Maloney receives a
proportionate share of the underwriting results of Syndicate 2010 to which he is contractually entitled through his
participation. Nameco 801 has, on advice from its members’ agent, maintained its participation on Syndicate 2010 for the
2024 underwriting year of account for $0.2m.

The administrative expenses disclosed in Note 6 were recharged to the Syndicate by LSL. Where expenses were incurred
jointly by the Managing Agent and the Syndicate, they were apportioned as follows:

« Salaries and related costs - according to the estimated time of each individual spent on syndicate matters
e Accommodation costs - according to the number of personnel
e Other costs - as appropriate in each case
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Related Parties continued

Amounts owed to LSL at 31 December 2023 totalled $8.1m (2022: $26.8m) and are included in “Other creditors including
taxation and social security” and "accruals and deferred income". This includes amounts due to LSL in relation to members'
agents fees, intercompany loan and recharged expenses.

Cathedral Capital (1998) Limited ("C98"), a subsidiary of CCHL, provided capacity to the 2021, 2022 and 2023 underwriting
years. C98’s share of the result for the 2023 calendar year is a profit of $57.8m (2022: $27.4m loss).

In the normal course of business Syndicate 2010 has underwritten reinsurances of Syndicate 3010 and LICL. The total
premiums receivable from Syndicate 3010 amounted to $nil (2022: $nil). The net receivable from LICL amounted to $1.4m
(2022: $1.4m). These contracts were entered into and dealt with on a purely commercial arms-length basis and are in the
interests of all names on the Syndicate. The following reinsurances of Syndicate 2010’s business have been placed with
related parties.

The Australian service company writes property business for the Syndicate. The total gross written premium recognised in
2023 is $10.2m (2022: $5.4m). This contract was entered into and dealt with on a purely commercial arms-length basis and
are in the interests of all names on the Syndicate.

Group reinsurance cover
The Syndicate benefits from a Group aggregate reinsurance policy that covers the Non-Marine and Direct Property accounts.
Syndicate 2010's share of outwards premium is $8.5m (2022: $7.1m).

Consortia participation

Syndicate 2010 participates on Aviation Consortia which is led by Syndicate 3010 and managed by LSL. As the manager of
these consortia, LSL charges the Syndicate an annual fee and profit commission in proportion to its share of the signed
premium income and any net profit. The amount of consortia fees outstanding as at 31 December 2023 is $0.2m (2022:
$0.1m). The amount of consortia profit commission outstanding as at 31 December 2023 is $2.6m (2022: $2.3m).

Syndicate 2010 also participates on a further three consortia led by Syndicate 3010: Cargo, Accident and Health and Property
construction. Syndicate 3010 is the manager of these consortia and charges Syndicate 2010, a fee based on a percentage of
signed premium income. The amount of consortia fees outstanding as at 31 December 2023 is $4.0m (2022: $2.0m).

KC)‘ managcmcnt Compcnsali(m

Key management personnel include all persons having authority and responsibility for planning, directing and controlling
the activities of the Syndicate. These people include both the Executive and Non-Executive Directors of the Managing Agent,
LSL, together with certain other members of the executive management team who are not themselves Directors of the
Managing Agent.

Details of the cost of the key management compensation charged to the Syndicate are as follows:

Post-employment benefits 169 162
Other benefits 659 344

Salaries and other short-term employee benefits for current year includes Employers NI.

Bank Facilities
As at 31 December 2023, the Syndicate had in place a $60.0m catastrophe facility with Barclays Bank PLC. The facility is

available to assist in paying claims and the gross funding of catastrophes for the Syndicate and is utilised by way of a Letter of
Credit (LoC). A separate uncommitted overdraft facility is made available to the Syndicate of $20.0m.
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Post Balance Sheet Events

Total losses of $24.7m will be called from the members’ personal reserve funds in respect of the 2021 year of account (2022:
$9.0m loss in relation to the 2020 year of account).

Funds at Lloyd’s

Every member is required to hold capital at Lloyd’s which is held in trust and known as Funds at Lloyd’s (‘FAL’). These
funds are intended primarily to cover circumstances where Syndicate assets prove insufficient to meet participating
members’ underwriting liabilities. The level of FAL that Lloyd’s requires a member to maintain is determined by Lloyd’s
based on 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 annual accounts by
way of such capital resources. However, the Managing Agent is able to make a call on the Members' FAL to meet liquidity
requirements or to settle losses.
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Independent Auditor’s Report to the Members of Syndicate 2010
- 2021 Closed Year of Account

Opinion

We have audited the Syndicate underwriting year accounts for the 2021 year of account of Syndicate 2010 for the three year
period ended 31 December 2023 which comprise the Statement of Profit or Loss Technical Account - General Business; Statement
of Profit or Loss - Non Technical Account; Balance Sheet; Statement of Changes in Members’ Balances; Statement of Cash Flows
and related notes, including the accounting policies in Note 2.

In our opinion the Syndicate underwriting year accounts:

® give a true and fair view of the Syndicate’s loss for the 2021 closed year;

* 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 properly prepared in accordance with the requirements of the Insurance Accounts Directive (Lloyd’s Syndicate and
Aggregate Accounts) Regulations 2008 and in accordance with the requirements of the Lloyd’s Syndicate Accounting Byelaw
(no. 8 of 2005).

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 Financial Reporting Council (“FRC”) Ethical Standard as applied to
other entities of public interest. We believe that the audit evidence we have obtained is a sufficient and appropriate basis for our
opinion.

Emphasis of matter - non-going concern basis of preparation

We draw attention to the disclosure made in Note 1 to the Syndicate underwriting year accounts which explains that the Syndicate
underwriting year accounts have not been prepared on the going concern basis for the reasons set out in that note. Our opinion
is not modified in respect of this matter.

Fraud and breaches of laws and regulations — ability to detect

Identifying and responding to risks of material misstatement due to fraud

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

* Enquiring of directors, the Audit Committee, internal audit and inspection of policy documentation 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 Challenge Committee minutes.

¢ Considering remuneration incentive schemes and performance targets for management.

¢ Using analytical procedures to identify any unusual 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 into 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 to make inappropriate accounting entries and the risk of bias in accounting estimates and
judgements such as such as the valuation of insurance contract liabilities.

We did not identify any additional fraud risks. We performed procedures including:

¢ Identifying journal entries and other adjustments to test based on risk criteria and comparing the identified entries to
supporting documentation. These included those posted containing key words such as error, restatement, correction; those
posted by individuals who typically do not make journal entries or are not authorized to post journal entries; those posted
without explanation, description, or numerical description only; those posted to seldom used accounts for which the other side
is cash; unusual postings to loss and loss adjustment reserve accounts, premium revenue, premium receivables and expense
accounts; and post-closing journals above our materiality threshold.

 Assessing whether the judgement made in making accounting estimates are indicative of potential bias.
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Identifying and responding to risks of material misstatement related to compliance with laws and regulations

We identified areas of laws and regulations that could reasonably be expected to have a material effect on the Syndicate
underwriting year accounts from our general commercial and sector experience, through discussion with the directors and other
management (as required by auditing standards), from inspection of the Syndicate’s and 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 control 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 Syndicate underwriting year accounts varies
considerably.

Firstly, the Syndicate is subject to laws and regulations that directly affect the Syndicate underwriting year accounts including
financial reporting legislation (including Lloyd’s Regulations) and we assessed the extent of compliance with these laws and
regulations as part of our procedures on the related financial statement items.

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 Syndicate underwriting year accounts, for instance through the imposition of
fines or litigation or the loss of the Syndicate’s license to operate. We identified the following areas as those most likely to have
such an effect: regulatory capital, corruption, and bribery, recognising the financial and regulated nature of the Syndicate’s
activities and its legal form. 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 Syndicate underwriting year accounts, 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 transactions reflected in the Syndicate underwriting year accounts, 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 fraud 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.

Report of the directors of the Managing Agent

The directors of the Managing Agent are responsible for the Report of the Directors of the Managing Agent. Our opinion on the
Syndicate underwriting year 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 responsibility is to read the Report of the Directors of the Managing Agent and, in doing so, consider whether, based on our
Syndicate underwriting year accounts audit work, the information therein is materially misstated or inconsistent with the
Syndicate underwriting year 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.

Matters on which we are required to report by exception

Under the Insurance Accounts Directive (Lloyd’s Syndicate and Aggregate Accounts) Regulations 2008 and the Lloyd’s Syndicate
Accounting Byelaw (no. 8 of 2005), we are required to report to you if, in our opinion:

¢ adequate accounting records have not been kept on behalf of the Syndicate; or
¢ the Syndicate underwriting year accounts are not in agreement with the accounting records; or
¢ we have not received all the information and explanations we require for our audit.

We have nothing to report in these respects.

Responsibilities of the Directors of the Managing Agent

As explained more fully in their statement set out on page 48, the directors of the Managing Agent are responsible for: the
preparation of the Syndicate underwriting year accounts and for being satisfied that they give a true and fair view; such internal
control as they determine is necessary to enable the preparation of Syndicate underwriting year 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,
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as applicable, matters related to going concern; and using the going concern basis of accounting unless they either intend to
cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about whether the Syndicate underwriting year 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
underwriting year 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 members of the 2021 closed year of account of the Syndicate (“the Syndicate’s Members”), as a
body, in accordance with the Insurance Accounts Directive (Lloyd’s Syndicate and Aggregate Accounts) Regulations 2008 and
Lloyd’s Syndicate Accounting Byelaw. Our audit work has been undertaken so that we might state to the Syndicate’s Members
those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by
law, we do not accept or assume responsibility to anyone other than the Syndicate and the Syndicate’s Members, as a body, for our
audit work, for this report, or for the opinions we have formed.

Umar Jamil (Senior Statutory Auditor)

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

15 Canada Square

London

E14 5GL

27 February 2024
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Statement of Managing Agent’s Responsibilities

The Directors are responsible for preparing the Syndicate underwriting year accounts in accordance with the Insurance Accounts
Directive (Lloyds’s Syndicate and Aggregate Accounts) Regulations 2008 and the Lloyd’s Syndicate Accounting Byelaw.

Regulations require the Directors to prepare underwriting year accounts for each financial year. Under the relevant regulations
they have elected to prepare the underwriting year 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 underwriting year accounts unless they are satisfied that they give a true and fair view of the
result of the underwriting year at closure. In preparing these underwriting year accounts, the directors are required to:

« select suitable accounting policies and where there are items which affect more than one year of account, ensure a treatment
which is equitable between the members of the syndicate affected is used and apply them consistently;

« make judgements and estimates that are reasonable and prudent;

o state whether applicable UK accounting standards have been followed, subject to any material departures disclosed and
explained in the underwriting year accounts;

« assess the syndicate’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern; and

e use the going concern basis of accounting unless they either intend to cease trading, or have no realistic alternative but to do
so. As explained in Note 1, the directors of the managing agent do not believe that it is appropriate to prepare the
underwriting year accounts on a going concern basis.

The Directors are responsible for keeping adequate and proper 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 underwriting year accounts comply with the Insurance Accounts Directive (Lloyds’s Syndicate and Aggregate
Accounts) Regulations 2008 and the Lloyd’s Syndicate Accounting Byelaw. They are responsible for such internal control as they
determine is necessary to enable the preparation of underwriting year accounts that are free from material misstatement, whether
due to fraud or error, and have general responsibility for taking such steps as are reasonably open to them to safeguard the assets
of the syndicate and to prevent and detect fraud and other irregularities.

The Directors are responsible for the maintenance and integrity of the corporate and financial information included on the
Syndicate’s website. Legislation in the UK governing the preparation and dissemination of underwriting year accounts may differ
from legislation in other jurisdictions.

By order of the Board

J D Spence
Chief Executive Officer
Lancashire Syndicates Limited

27 February 2024
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Statement of Profit or Loss

Technical Account - General Business

2021 Year of Account

For the 36 months ended 31 December 2023

2023
Notes $'000
Gross premiums written 369,574
Outward reinsurance premiums (103,680)
Earned premiums, net of reinsurance 265,894
Reinsurance to close premiums received, net of reinsurance 146,592
Allocated investment return transferred from the non-technical account 6,297
Claims incurred, net of reinsurance
Gross amount (252,249)
Reinsurers’ share 71,295
Net claims paid (180,954)
Reinsurance to close premium payable, net of reinsurance 7 (177,207)
Claims incurred net of reinsurance (358,161)
Net operating expenses 3,5 (89,161)
Balance on the technical account for general business (28,539)

The underwriting year has closed and all items therefore relate to discontinued operations.
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Statement of Profit or Loss

Non-Technical Account

2021 Year of Account

For the 36 months ended 31 December 2023

2023

Notes $'000
e general L e

Investment income and realised gains on investments 6 7,378

Unrealised gains on investments 6 2,849
Investment expenses and charges and realised losses on investments 6 (1,199)
Unrealised losses on investments 6 (2,731)
Allocated investment return transferred to the general business technical account (6,297)
Other charges (623)
Exchange gain 4,460
Loss for the closed year of account (24,702)

There are no other comprehensive gains or losses for the 36 months ended 31 December 2023.
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Syndicate 2010
Balance Sheet

2021 Year of Account
As at 31 December 2023

2023
Notes $'000
Assets
Investments:
Financial investments 8 106,722
Deposits with ceding undertakings 9 470
107,192
Debtors:
Debtors arising out of direct insurance operations 10 1,025
Debtors arising out of reinsurance operations 11 48,779
Other debtors 12 16,973
66,777
Reinsurance recoveries anticipated on gross reinsurance to close premiums
payable to close the account 7 152,900
Other assets:
Cash and cash equivalents 13 12,819
12,819
Prepayments and accrued income 708
Total Assets 340,396
Liabilities
Amounts due to members (24,702)
Reinsurance to close premiums payable to close the account - gross amount 7 330,107
Creditors:
Creditors arising out of direct insurance operations 14 2,279
Creditors arising out of reinsurance operations 14 27,824
Other creditors including taxation and social security 14 1,071
31,174
Accruals and deferred income 3,817
Total Liabilities 340,396

The notes on pages 54 to 63 form part of these accounts.

The Syndicate underwriting year accounts on pages 49 to 63 were approved by the Board of Lancashire Syndicates Limited and
were signed on its behalf by:

J D Spence C ] Whittle
Chief Executive Officer Chief Financial Officer

27 February 2024
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Statement of Changes in Members’ Balance

2021 Year of Account
For the 36 months ended 31 December 2023

S 2023
$'000

‘Members’ balance at 1 January 2021 -

Loss for the closed year of account (24,702)

(24,702)

Members’ balance as at 31 December 2023
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Syndicate 2010

Statement of Cash Flows
2021 Year of Account
For the 36 months ended 31 December 2023

Notes 2023
R AR s8R Rt $:000..,
Cash flow from operating activities
Loss for the closed year of account (24,702)
Adjustments for:
Realised and unrealised investment gains 470
Income from investments (7,061)
Net reinsurance to close premium payable 177,207
Increase in debtors (46,255)
Increase in prepayments and accrued income (439)
Increase in creditors 33,626
Increase in accruals and deferred income 1,990
Non cash consideration received as part of RITC received 15 (68,350)
Net cash inflow from operating activities 66,486
Cash flows from investing activities
Interest received 7,061
Purchase of debt securities and other fixed income securities (60,728)
Sale of debt securities and other fixed income securities —
Net cash outflow from investing activities (53,667)
Increase in cash and cash equivalents in the period 12,819

Cash and cash equivalents as at 1 January 2021 —
Effect of exchange rates and change in market value on cash and cash equivalents —
Cash and cash equivalents as at 31 December 2023 12,819
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Syndicate 2010

Notes to the Syndicate Underwriting Year Accounts
2021 Year of Account
For the 36 months ended 31 December 2023

a)

b)

Basis of Preparation

These underwriting year accounts have been prepared under the Insurance Accounts Directive (Lloyd's Syndicate and
Aggregate Accounts) Regulations 2008 ("the Lloyd's Regulations") and in accordance with the Syndicate Accounting Byelaw
(No. 8 of 2005) and applicable Accounting Standards in the United Kingdom, including 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”).

Members participate on a syndicate by reference to a year of account and each syndicate year of account is a separate annual
venture. These accounts relate to the 2021 year of account which has been closed by reinsurance to close at 31 December
2023. Consequently the Balance Sheet represents the assets and liabilities of the 2021 year of account and the Statement of
Profit or Loss, and the Statement of Cash Flows reflect the transactions for that year of account during the 36 month period
until closure.

Whilst the Directors of the Managing Agent have a reasonable expectation that the Syndicate has adequate resources to
continue to operate, these underwriting year accounts represent the participation of members in the 2021 year of account,
which closed on 31 December 2023. Therefore the 2021 year of account is not continuing to trade and, accordingly the
Directors have not adopted the going concern basis in the preparation of these accounts. This has no effect on the amounts
reported in the accounts as the 2021 year of account will be closed by payment of a reinsurance to close premium, as
outlined in note 2 below, which is consistent with the normal course of business for a Lloyd’s syndicate and with the
approach we have applied to earlier underwriting years.

Use of estimates

The underwriting year accounts have been prepared using critical estimates and assumptions that affect the reported
amounts of assets and liabilities. Although these estimates are based on management’s best knowledge of the current events
and actions, actual outcomes may differ from those estimates, possibly significantly. The most significant estimate made by
management is in relation to insurance risk, where the key risk factors impacting managements estimate are disclosed in
Note 4 of the Syndicate Annual Accounts.

Significant Accounting Policies

Underwriting transactions

The underwriting accounts for each year of account are normally kept open for three years before the result on that year is
determined. At the end of the three-year period, outstanding liabilities can normally be determined with sufficient accuracy
to permit the year of account to be closed by payment of a reinsurance to close premium to the successor year of account.

Reinsurance to close premium

The reinsurance to close premium is determined by reference to the outstanding technical provisions (including those for
outstanding claims, IBNR, unearned premiums, net of deferred acquisition costs, and unexpired risks) relating to the closed
year and to all previous closed years reinsured therein. Although this estimate of net outstanding liabilities is considered to
be fair and reasonable, it is implicit in the estimation procedure that the ultimate liabilities will be at variance with the
premium so determined. The reinsurance to close premium transfers the liability in respect of all claims, reinsurance
premiums, return premiums and other payments in respect of the closing year (and previous closed years reinsured therein)
to the members of the successor year of account and gives them the benefit of refunds, recoveries, premiums due and other
income in respect of those years in so far as they have not been credited in these accounts.

Premiums written, reinsurance premium ceded and unearned premivums

Gross premiums are allocated to years of account on the basis of the inception date of the policy. Commission and brokerage
are charged to the year of account to which the relevant policy is allocated. Policies written under binding authorities, line
slips or consortium arrangements are allocated to the year of account into which the arrangement incepts. Additional and
return premiums follow the year of account of the original premium. Premiums are shown gross of brokerage payable and
exclude taxes and duties levied on them. Estimates are made for pipeline premiums, representing amounts due but not yet
notified to the Syndicate.
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Syndicate 2010

Notes to the Syndicate Underwriting Year Accounts
2021 Year of Account
For the 36 months ended 31 December 2023

e)

Significant Accounting Policies continued
Premiwms written, reinsurance premium ceded and unearned premiums continued

Written premium is earned according to the risk profile of the policy. Unearned premiums represent the balance of
premiums written in the period to the Balance Sheet date that relate to unexpired terms of policies in force at that date.

Outwards reinsurance premiums ceded are attributed to the same year as the original risk being protected.

Claims and related recoveries

Gross claims paid are allocated to the same year of account as that to which the corresponding premiums are allocated and
include internal and external claims settlement expenses. Reinsurance recoveries are allocated to the year of account to
which the claim was charged.

Outstanding claims comprise amounts set aside for claims notified and claims incurred but not yet reported (“IBNR”).
Notified claims are estimated on a case-by-case basis with regard to the circumstances as reported, any information available
from loss adjusters and previous experience of the cost of settling claims with similar characteristics.

The amount included in respect of IBNR is based on a detailed review of losses and loss development by management and
further reviewed by external consulting actuaries. These techniques generally involve projecting from past experience of the
development of claims over time to form a view of the likely ultimate claims to be experienced for more recent underwriting,
having regard to variations in the business accepted and the underlying terms and conditions. The provision for claims
includes amounts in respect of internal and external claims handling costs. In arriving at the level of claims provisions a
margin is applied over and above the actuarial best estimate so as to minimise any adverse run-off deviation.

The reinsurers’ share of provisions for claims is based on calculated amounts of outstanding claims and projections for
IBNR, net of estimated irrecoverable amounts, having regard to the reinsurance programme in place for the class of
business, the claims experience for the year and the current security rating of the reinsurance companies involved.

The two most critical assumptions as regards claims provisions are that the past is a reasonable predictor of the likely level of
claims development and that the rating and other models used for current business are fair reflections of the likely level of
ultimate claims to be incurred. The methods used, and the estimates made, are reviewed regularly.

Acquisition costs

Acquisition costs comprise commission and other internal and external costs related to the acquisition of new insurance
contracts. These are recognised in line with gross earned premiums.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and in hand, deposits held at call with banks and other short-term highly
liquid investments with maturities of three months or less from the acquisition date that are subject to an insignificant risk of
changes in fair value, and are used by the Syndicate in the management of its short-term commitments. Cash and cash
equivalents are carried at amortised cost in the balance sheet.

Financial Instruments

(i) Financial Investments

As permitted by FRS 102, the Syndicate has elected to apply the recognition and measurement provisions of IAS 39 Financial
Instruments (as adopted for use in the EU) to account for all of its financial instruments. The investments are held for
investment purposes as designated at fair value through profit and loss at inception. A financial asset is classified into this
category at inception if acquired principally for the purpose of selling in the short term, if it forms part of a portfolio of
financial assets in which there is evidence of short-term profit taking, or if so designated by management. The investment
strategy is to manage financial instruments acquired on a fair value basis. The fair values of quoted financial instruments are
based on bid prices at the Balance Sheet date. Unlisted investments for which a market exists are stated at the average price
at which they were traded on the Balance Sheet date or the last trading day before that date.

Realised and unrealised gains and losses on investments classified as fair value through profit and loss are recognised
through the Statement of Profit or Loss.
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Notes to the Syndicate Underwriting Year Accounts
2021 Year of Account
For the 36 months ended 31 December 2023

h)

il

Significant Accounting Policies continued
Financial Instruments continued

(i) Financial Investments continued

All regular way purchases and sales of financial assets are recognised on the trade date, i.e. the date that the Syndicate
commits to purchase or sell the asset. Regular way purchases or sales of financial assets require delivery of assets within the
time frame generally established by regulation or convention in the marketplace.

(i) Other financial assets and liabilities

Insurance debtors and other short-term debtors are classed as loans and receivables under IAS 39, which have fixed or
determinable payments that are not quoted in an active market, are initially recorded at fair value and subsequently held at
amortised cost. These receivables are assessed for impairment on an annual basis. Insurance creditors are initially recorded
at fair value and subsequently held at amortised cost.

Fair Value of Financial Assets

The fair value hierarchy is as follows:

(i) Level 1 is financial assets which are measured at quoted prices in an active market, where quoted prices are readily
available, and those prices represent actual and regularly occurring market transactions on an arm’s length basis;

(ii) Level 2 is using a valuation technique based on securities with quoted prices in active markets for similar assets or
liabilities or other valuation techniques for which all significant inputs are based on observable market date. These
investments are valued via independent external sources using modelled or other valuation methods; and

(iii) Level 3 is using a valuation technique based on the Syndicate's own assumptions.

Investments and investment return

Investment return comprises investment income, realised investment gains and losses and movements in unrealised gains
and losses, net of investment expenses and charges. Investment return arising in each calendar year on all the Syndicate’s
investments is allocated to open years of account in proportion to the average funds available for investment attributable to
those years. Investment returns in respect of overseas deposits are allocated to the year of account which funded these
deposits.

Realised gains and losses on investments carried at market value are calculated as the difference between sale proceeds and
purchase price. Movements in unrealised gains and losses on investments represent the difference between their valuation at
the Balance Sheet date and their purchase price or, if they have been previously valued, their valuation at the end of the
previous calendar year, together with the reversal of unrealised gains and losses recognised in earlier calendar years 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 Technical Account General Business to reflect the investment return on funds supporting underwriting business. All
investment return is considered to arise on such funds.

Syndicate operating expenses

Costs incurred by the managing agent in respect of the Syndicate are charged to the Syndicate and included within the
relevant profit and loss account heading. Where expenses do not relate to any specific year of account they are apportioned
between years of account on a basis which reflects the benefit obtained by each year of account from each type of expense.

Where expenses are incurred jointly by the managing agent and the Syndicate, they are apportioned as follows:
Salaries and related costs — according to the estimated time of each individual spent on syndicate matters
Accommodation costs — according to the number of personnel

Other costs — as appropriate in each case

Lancashire Insurance Services Limited operates a defined contribution pension scheme. Pension contributions relating to
staff are recharged to the Syndicate via LSL as incurred and are included within net operating expenses. Amounts recharged
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Notes to the Syndicate Underwriting Year Accounts
2021 Year of Account
For the 36 months ended 31 December 2023

3

m)

n)

Significant Accounting Policies continued

Syndicate operating expenses continued

by the managing agent include costs arising from the use of assets in the period. These rental costs are expensed in full in
the period to which the recharge relates.

Taxation

Under Schedule 19 of the Finance Act 1993 Managing Agents are not required to deduct basic rate income tax from trading
income. In addition, all UK basic income tax deducted from syndicate investment income is recoverable by Managing Agents
and consequently the distribution made to members is gross of tax. Capital appreciation falls within trading income and is
also distributed gross of tax. It is the responsibility of members to agree and settle their individual tax liabilities with HM
Revenue & Customs.

No provision has been made for any US Federal Income Tax or any overseas tax payable on the underwriting results or
investment earnings.

Members resident overseas for tax purposes are responsible for agreeing and settling any tax liabilities with the taxation
authorities of their country of residence.

Basis of currency translation

The functional and presentational currency of the Syndicate is US Dollars. Transactions in currencies other than the
functional currency are translated at the rate of exchange at the date of the transaction or at an approximate average rate.

Assets and liabilities are retranslated into US Dollars at the rate of exchange at the Balance Sheet date unless contracts to sell
currency for Sterling have been entered into prior to the year end, in which case the contracted rates are used. This includes
all assets and liabilities arising from insurance contracts including unearned premium and deferred acquisition costs. Non-
monetary items that are measured at fair value in a foreign currency are translated using the exchange rates at the date when
the fair value was determined.

Although transactions are translated as described above, the final result for the year of account is calculated with Sterling,
Canadian Dollars and Euros translated at the Balance Sheet date rates of exchange.

Differences arising on the retranslation of foreign currency amounts are included in the non-technical account, except when
a gain or loss on a non-monetary item is recognised in Other Comprehensive Income. Realised exchange differences are
included in the technical account within net operating expenses.

Where Canadian Dollars or Euros are sold or bought relating to the profit or loss of a closed underwriting account after 31
December, any exchange profit or loss arising is reflected in the underwriting account into which the liabilities of that year
have been reinsured. Where US Dollars relating to the profit or loss of a closed underwriting account are bought or sold by
members for that year, any exchange profit or loss accrues to those members.

Profit commission

Profit commission is charged by the Managing Agent on a year of account basis subject to the operation of a two-year deficit
clause. This is charged to the Syndicate as incurred but does not become payable until after the appropriate year of account
closes, normally at 36 months. Profit commission is charged at a rate of 20% where a seven year rolling average syndicate
result of not less than 7.5% on capacity is achieved. Profit commission at a rate of 17.5% will apply where the seven year
rolling average syndicate result is less than 7.5% on capacity.

Deposits with ceding undertakings

Deposits with ceding undertakings represent funds held by Lloyd's Europe on behalf of the Syndicate to settle Part VII
claims. These funds are held at amortised cost in the balance sheet.
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Notes to the Syndicate Underwriting Year Accounts
2021 Year of Account
For the 36 months ended 31 December 2023

3 Analysis of Underwriting Result

An analysis of the underwriting result before investment return for the 36 months and the net technical provisions as at 31
December 2023 are presented below:

36 months ended 31 December 2023

Type of business Total
Gross Gross Net excluding Net
premiums claims operating Reinsurance investment technical
earned incurred expenses balance return provisions
$000 $000 $000 $000 $000 $000
Direct insurance:
Accident and health 10,020 (2,108) (4,164) 1,587 5,335 2,276
Marine, aviation and
transport 14,762 (3,018) (4,439) 115,810 123,115 1,368
Fire and other damage to
property 128,440 (67,386) (36,980) (236,964) (212,890) 33,426
153,222 (72,512) (45,583) (119,567) (84,440) 37,070
Reinsurance acceptances 216,352 (179,737) (43,578) 56,567 49,604 140,137
Total 369,574 (252,249) (89,161) (63,000) (34,836) 177,207

Reinsurance acceptances include the reinsurance to close premium of $146,593k received from the 2020 year of account.

Reinsurance balance includes all reinsurance related balances including the 2021 reinsurance to close premium payable of

$177,207k.

The gross premiums written by geographical destination analysis is set out below. All premiums written are for contracts with
external customers and are concluded in the UK, except for EU-domiciled business which is written through Lloyd's Europe,
reinsured to the Syndicate and concluded in Belgium.

Geographical analysis by destination Gross written
premiums
$000

G ngdom ....................................................................................................................................................................................... I
us 175,989
European Union Member States 14,683
Rest of the world 165,165
Total 369,574

4  Analysis of Result by current and prior years

2023
$'000
‘Balance attributable to business allocated to the 2021 year of account (36,954)
Balance attributable to the reinsurance to close of the 2020 years of account and prior 12,252
Total (24,702)
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5 Net Operating Expenses

2023
$'000
Brokerageandcomm1ss1ons61,591
Change in deferred acquisition costs 9
Administrative expenses 23,530
Members' standard personal expenses 5,804
Reinsurance commission and profit participation (1,773)
Total 89,161
e E e E e h e E e h e h s E RS8R 8 E R 8 S 8 E 88 LR E A8 E L E SRS L8R SE s Sisi
$'000
L
- Fees payable to the Syndicate’s auditor for the audit of these accounts 8
6 Investment Return
e E e E e h e E e h e h s E RS8R 8 E R 8 S 8 E 88 LR E A8 E L E SRS L8R SE s Sian
$'000
L
Interest and dividend income 7,061
Realised gains on investments 317
Unrealised gains on investments 2,849
Investment expenses and charges:
Investment management expenses, including interest (294)
Realised losses on investments (905)
Unrealised losses on investments (2,731)
Total 6,297
7 Reinsurance Premium Payable to Close the 2021 Year of Account
..................................................................................................................................................... ReportedIBNRTotal
$'000 $'000 $'000
‘Gross reinsurance to close premium payable 162,736 167,371 330,107
Reinsurance recoveries anticipated (72,141) (80,759) (152,900)
Reinsurance to close premium payable, net of reinsurance 90,595 86,612 177,207
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8 Financial Investments

2023
$'000

B P yleld L 5 ,835 .
Overseas deposits 11,421
Debt Securities and other fixed income securities 92,466
Total 106,722

Debt securities and other fixed income securities are all listed on recognised stock exchanges.

The Syndicate classifies its financial instruments held at fair value in its Balance Sheet using a fair value hierarchy based on
the inputs used in the valuation techniques as follows:

e Level 1 - financial assets that are measured by reference to published quotes in an active market. A financial instrument is
regarded as quoted in an active market if quoted prices are readily and regularly available from an exchange, dealer,
broker, industry group, pricing service or regulatory agency and those prices represent actual and regularly occurring
market transactions on an arm's length basis.

» Level 2 — financial assets measured using a valuation technique based on assumptions that are supported by prices from
observable current market transactions. For example, assets for which pricing is obtained via pricing services but where
prices have not been determined in an active market, financial assets with fair values based on broker quotes, investments
in private equity funds with fair values obtained via fund managers and assets that are valued using the Syndicate’s own
models whereby the significant inputs into the assumptions are market observable.

e Level 3 - financial assets measured using a valuation technique (model) based on assumptions that are neither supported
by prices from observable current market transactions in the same instrument nor are they based on available market data.
Therefore, unobservable inputs reflect the Syndicate's own assumptions about the assumptions that market participants
would use in pricing the asset or liability (including assumptions about risk). These inputs are developed based on the best
information available, which might include the Syndicate’s own data.

As at 31 December 2023 Level 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000

‘Shares and other variable yield securities . - - 2,835 2,835
Overseas deposits 543 10,878 — 11,421
Debt securities and other fixed income securities — 92,466 — 92,466
Total 543 103,344 2,835 106,722

During 2019, Lloyd’s introduced syndicate loans to the central fund in order to facilitate the injection of capital to Lloyd’s
Insurance Company SA (“Lloyd’s Europe”). The loan has no fixed repayment date and has been classified as level 3; a
valuation model has been used to approximate fair value.

9 Deposits with Ceding Undertakings

2023
$'000
Deposits with approved credit institutions 470
10 Debtors Arising Out of Direct Insurance Operations
S Sio
$'000
Due within one year 1,025
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11 Debtors Arising Out of Reinsurance Operations

2023
$'000
Due within one year 48,779
12 Other Debtors
e 2023
$'000
Amount due from members 929
VAT recoverable 4
Inter-year loans 16,040
Total 16,973
13 Cash and Cash Equivalents
e 2023
$'000
Cash at bank and in hand 12,819

All cash and cash equivalents held by the Syndicate are only available for investment and for paying of claims to its
policyholders and expenses.

14 Creditors

2023
$'000

Creditors arising out of direct insurance operations 2,279
Creditors arising out of reinsurance operations 27,824
Other 1,071
Total 31,174

Creditors are all due within one year.
15 Non-Cash Consideration as Part of RITC Received

S 2023
$'000

Financial investments 46,934
Debtors 20,791
Creditors 625
Total 68,350
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16 Related Parties

Lancashire Syndicates Limited (“LSL”) manages Syndicates 2010 and 3010. Cathedral Capital Holdings Limited (“CCHL”),
registered in England and Wales, is the immediate parent company of LSL. Lancashire Holdings Limited (“LHL”),
registered in Bermuda, is the ultimate parent company of LSL. LHL is the largest and smallest group which includes LSL
and for which the consolidated accounts are prepared.

Within the Lancashire Group there are two (re)insurance companies, Lancashire Insurance Company (UK) Limited
(incorporated in the UK) and Lancashire Insurance Company Limited (incorporated in Bermuda). In addition, the
Lancashire Group includes Lancashire Capital Management Limited (incorporated in Bermuda) which is the underwriting
manager for Kinesis Reinsurance Limited, a special purpose insurer. There have been no transactions with this latter
company.

Total Managing Agency fees outstanding payable to LSL in respect of services provided to the Syndicate in respect of the
2021 year of account amounted to $nil as at 31 December 2023. No profit commission is due to the managing agent in
respect of the profit on the 2021 closed year as at 31 December 2023. The administrative expenses disclosed in Note 5 were
recharged to the Syndicate by LSL to the 2021 year of account. The basis on which expenses are apportioned is set out in
Note 2(j).

Cathedral Capital (1998) Limited, a subsidiary of CCHL, provided capacity to the underwriting years as follows:

Cathedral Capital (1998) Limited 200,836,449 214,873,323 277,037,888

A number of Non-Executive Directors are also directors of other Lloyd’s and non-Lloyd’s insurance entities. Those
Syndicates and insurance companies may from time to time transact business with the Syndicates managed by LSL. All such
insurance contracts will have been dealt with on an arm’s length basis.

17 Borrowings

As at 31 December 2023 and 31 December 2022, Syndicate 2010 had in place a $60.0m Letter of Credit (LOC) catastrophe
facility. The facility is available to assist in paying claims and the gross funding of catastrophes for Syndicate 2010. The
Syndicate LOC catastrophe facility is not available to the wider group other than through its participation on Syndicate 2010.
A separate uncommitted overdraft facility of $20.0m is also available to Syndicate 2010. There are no balances outstanding
under the Syndicate bank facilities as at 31 December 2023 and 31 December 2022.

18 Foreign Exchange Rates

2023

Year-end rate
e 58"

Sterling 1.11

Canadian dollar 0.76

19 Post Balance Sheet Events

The reinsurance premium to close the 2021 year of account as at 31 December 2023 was agreed by the Managing Agent on
27 February 2024. Consequently, the technical provisions at 31 December 2023 have been presented in the Balance Sheet
under the headings “reinsurance recoveries anticipated on gross reinsurance to close premiums payable to close the
account” and “reinsurance to close premiums payable to close the account - gross amount” in accordance with the format
prescribed by the Syndicate Accounting Byelaw. The actual amount of reinsurance to close premiums paid will be after
deduction of unsigned premiums.

Total losses of $24.7m will be called from the members’ personal reserve funds in respect of the 2021 year of account.
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2021 2020 2019 2018 2017 2016 2015
YOA YOA YOA YOA YOA YOA YOA

‘Syndicate allocated capacity £324.8m  £305.9m £305.9m £306.0m £304.6m £305.7m  £305.9m
Gross capacity utilised® 82.8% 81.6% 74.4% 72.7% 67.8% 64.0% 65.3%
Number of underwriting members 1,137 1,214 1,270 1,292 1,293 1,303 1,250
Aggregate net written premiums® £193.9m £182.8m £159.9m £155.5m £141.9m £150.8m £151.7m
Net capacity utilised® 59.7% 59.8% 52.3% 50.8% 46.6% 49.3% 49.6%
Loss ratio 86.5% 82.0% 77.4% 79.3% 105.6% 66.9% 58.2%
Results for an illustrative share of £10,000

Gross written premiums 8,281 8,160 7,443 7,274 6,782 6,398 6,534
Net earned premiums 5,969 5,976 5,227 5,084 4,568 5,232 5,056
Reinsurance to close received from an earlier

account 3,745 2,987 2,384 2,845 2,337 2,358 2,440
Net claims paid (4,402) (3,488) (2,783) (4,046) (4,531) (2,865) (2,187)
Reinsurance to close payable (4,270) (8,977) (2,986) (2,384) (2,763) (2,329) (2,356)
Profit/ (Loss) on exchange 360 224 (213) 239 (40) — —
Acquisition costs (1,383) (1,271) (1,164) (1,072) (1,063) (1,138) (1,053)
Syndicate operating expenses (546) (506) (534) (532) (485) (365) (352)
Balance on technical account before

investment return (527) (55) (69) 134 (1,977) 893 1,548
Investment income and gains less losses, less

expenses and charges 156 (57) 57 146 91 65 73
Other charges 7) — — (15) — — —
Profit/ (Loss) for closed year of account before

personal expenses (378) (112) (12) 265 (1,886) 958 1,621
Currency translation differences (86) (11) 74 (5) 10 — 214
Total recognised gains and losses before

personal expenses (464) (123) 62 260 (1,876) 958 1,835
Illustrative personal expenses for a traditional

Name:

- Managing agent’s salary (66) (65) (63) (63) (65) (65) (65)

- Central Fund contributions 32) (28) (25) (26) (25) (13) (28)

- Lloyd’s subscription (33) (29) (26) (29) (31) (28) (28)

- Profit commission — — — — — (170) (343)
Total illustrative personal expenses for a

traditional Name (131) (122) (114) (118) (121) (276) (464)
Total result after illustrative personal expenses (595) (245) (52) 142 (1,997) 682 1,371

Notes

(i) Premiums above are gross of brokerage. Therefore, it is possible that the capacity utilisation could exceed 100%, as the traditional way of

monitoring utilisation is net of brokerage.

(ii) The loss ratio is claims paid plus the reinsurance to close divided by net earned premiums plus reinsurance to close received.
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