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BRITISH RESERVE INSURANCE COMPANY LIMITED
STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2023

The Directors present their Strategic report on the Company for the year ended 31 December 2023.
Principal activity

British Reserve Insurance Company Limited (the "Company") is authorised by the Prudential Regulation
Authority ("PRA") and regulated by the Financial Conduct Authority ("FCA") and the PRA. lts activities are also
covered by the Financial Ombudsman Service. The Company is a member of the Marco Capital Holdings
Limited ("MCHL") group of companies (the "Group").

The Company ceased underwriting activity in 2015 and since that date has been actively managing the
settlement of the remaining insurance contract liabilities. In addition, in 2021 the Company entered into a
Novation Agreement over a reinsurance portfolio of general liability risks located in the United States which
includes legacy asbestos, pollution and health hazard liabilities ("APH"). The agreement resulted in the
assumption of liabilities of £4.7m in return for consideration of £8.3m and the Company has continued to run-
off the liabilities. The underlying risks were transferred to the Company under a Part VIl Transfer of the
Financial Services and Markets Act 2000 which was sanctioned by the High Court to take effect on 31 January
2023.

Business review

The results for the year are set out in the Statement of Comprehensive Income on pages 19 to 20. There was
a pre-tax loss for the year of £225k (2022: profit of £410k). The result was largely driven by underwriting
profits of £129k (2022: profit £583k) and investment return £633k (2022: loss of £23k) which were offset by
foreign exchange losses of £102k (2022; gain £536k) and expenses of £886k (2022: £708k). There was no
deal activity during 2023.

The Company ceased to underwrite other specialist insurance in 2009 and musical instrument insurance in
2015. There are APH exposures reinsured through participation in a Pool which the Company assumed in the
prior year through a Novation Agreement. These liabilities are 28% (2022: 27%) ceded to external parties.

The Company currently has gross technical liabilities of £6.8m (2022: £7.5m) and net technical liabilities of
£5.3m (2022: £6.0m). Gross liabilities have decreased in 2023 due to payment of claims and foreign
exchange movements on revaluation. Net liabilities have increased due to the commutation of the ceded
reinsurance on legacy APH exposures as noted above.

Key performance indicators

The financial key performance indicators monitored by the Company are (loss)/profit before tax and net asset
value.

The loss before taxation for the year is £225k (2022: profit £410k). At the year end, the Company had net
assets of £6,429k (2022: £6,601k). The Company expects to generate profitable results in 2024 as it grows its
portfolio through reinsurance transactions and acquisitions of other insurance entities.

In addition, the Company monitors its solvency capital ratio in accordance with the requirements of Solvency
Il. The Company has complied with all externally and internally imposed capital requirements throughout the
year. At 31 December 2023 the own funds amount to £7.0m (unaudited) with a ratio of eligible own funds to
SCR of 391% (2022: own funds amount to £7.1m (unaudited) with a ratio of eligible own funds to SCR of
308%). The SCR at 31 December 2023 was less than the MCR of £3.5m which produces a solvency
coverage ratio of 199% (2022: 201%).



BRITISH RESERVE INSURANCE COMPANY LIMITED
STRATEGIC REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2023

Principal risks and uncertainties

The Board of Directors reviews risk appetite annually with regard to both the strategic objectives of the
Company and the broader economic climate. The Company has a Risk and Compliance Committee which
meets quarterly to provide oversight of the risk framework and to monitor performance against risk appetite
using a series of risk and performance indicators.

The principal risks and uncertainties facing the Company are as follows:

Insurance risk

The risk under any one insurance contract is the possibility that an insured event occurs and the uncertainty of
the amount of the resulting claim. By the very nature of an insurance contract, this risk is random and
therefore unpredictable.

For a portfolio of insurance contracts where the theory of probability is applied to pricing and provisioning, the
principal risk that the Company faces under its insurance contracts is that the actual claims and benefit
payments exceed the carrying amount of the insurance liabilities. This could occur because the frequency or
severity of claims and benefits are greater than estimated. Insurance events are random, and the actual
number and amount of claims and benefits will vary from year to year from the level established using
statistical techniques.

Reinsurance placement is a core part of the Company's management of insurance risk and the exposures it
accepts within the Board's stated risk appetite. Ceded reinsurance is currently in place for a significant portion
of the APH pool. Ceded reinsurance will be a key part of the Company's management of new risks it takes on
through the growth strategy noted above.

As the Company is no longer underwriting new business, insurance risk is confined to whether actual claims
will exceed insurance liabilities. This includes the emergence of new risks and the adverse development of
existing claims.

Credit risk

Credit risk is the risk that a counterparty will be unable to pay amounts due to the Company in full when they
fall due. The Company is exposed to credit risk through its financial assets, reinsurance assets, cash and
cash equivalents and other debtors.

The Company manages credit risk for financial assets and cash and cash equivalents by limiting the amount
of exposure to individual counterparties. The Company reviews credit ratings of counterparties and other
information considered relevant to assess the risks. The Company acts to limit exposures dependent upon
credit rating with a broad strategy of maximising returns on assets with an acceptable level of risk.

Reinsurance is used to manage insurance risk. Reinsurance does not discharge the Company's liability as
primary insurer. If a reinsurer fails to pay a claim for any reason the Company remains liable for the payment
to the policyholder. In view of the potential long-term exposure from insurance risks reinsurance security is
generally limited to highly rated reinsurers that offer the best long-term security. The Company considers the
risk associated with the reinsurance assets to be low as these amounts are largely due from highly rated
reinsurers.



BRITISH RESERVE INSURANCE COMPANY LIMITED
STRATEGIC REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2023

Principal risks and uncertainties {(continued)

Market risk

Market risk is the risk that changes in market prices, such as interest rates, foreign currency exchange rates
and equity prices will affect the value of the Company's assets and income.

The Company manages market risk in a conservative manner. Whilst it seeks to maximise returns it does so
in accordance with its risk appetite and in a manner which does not pose undue risk to either its underwriting
activities or shareholder's funds.

Interest rate risk is the risk that interest rates will change, adversely affecting the ability of the Company to
generate investment income. None of the Company's general insurance contracts include benefits which
involve contractual interest payments. The current exposure to interest rate risk is considered low as the
Company holds all investable assets in short duration Fixed Income Securities with highly rated entities or as
cash.

Currency risk is the risk that fluctuations in exchange rates may lead to a material change in the value of
currency denominated assets or liabilities.

The Company has a policy of broadly matching its currency liabilities with assets denominated in the same
currency in order to minimise currency risk. An assessment of the need to rebalance net currency exposure is
undertaken at the end of every quarter to reflect changes in either asset or liability values.

Liquidity risk

Liquidity risk is the risk that cash is not available to settle obligations when they fall due. The Company is
exposed to liquidity risk through its insurance contract liabilities. The Company has sufficient liquid assets to
meet obligations as they fall due. The market value of the Company's cash and cash equivalents plus other
highly liquid financial assets and other debtors at 31 December 2023 amounted to £2,298k (2022: £978k).
The Company held most of its assets used to pay claims in cash and investments at 31 December 2023.
Investments are held in fixed income securities with duration matching performed on assets versus liabilities.
All of the financial assets and cash and cash equivalents are readily realisable. Furthermore, the Company
has reinsurance arrangements in place to further reduce its liquidity risk. As a result, the Company's exposure
to potential liquidity risk is low.

Operational risk

This is the risk that errors caused by people, processes, systems or external events lead to losses to the
Company. The Company seeks to manage this risk through the Risk & Control Self-Assessment (RCSA)
process which includes the maintenance of operational risk registers covering all aspect of operations,
facilitated by the risk function. Through the RCSA process, each 'Risk Owner' is responsible for assessing the
design and operating effectiveness of their control environment, and, to the extent any gaps or deficiencies
exist, assessing the corresponding impacts and level of operational risk. The risk function provides a
structured and consistent approach to the RCSAs across the organisation, including the approach/
methodology for ratings, and also to provide some independent input and challenge to the risk owners as part
of the process. This is supplemented by a structured programme of testing of processes and systems by
internal audit.

Conduct risk

Conduct risk is the risk that the Company fails to pay appropriate regard to the interest of its customer and/or
fails to treat them fairly at all times. Conduct risk is managed through the application of strong internal
controls, conduct and compliance policies and procedures, and through the monitoring of various conduct risk
metrics. The Company monitors the effectiveness of the conduct risk framework and reports to the Board on a
quarterly basis through the Risk & Compliance Committee which ensures that our framework remains risk
sensitive and appropriate for the conduct risk profile of the business as it develops.



BRITISH RESERVE INSURANCE COMPANY LIMITED
STRATEGIC REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2023

Principal risks and uncertainties (continued)

Regulatory and compliance risk

Regulatory and compliance risk is considered to be the inability or failure of the Company to comply with UK
or overseas regulatory requirements. The Company's operations are subject to regulation by the PRA and the
FCA. The PRA's focus is on solvency and risk management, whereas the FCA's focus is on policyholder
treatment, financial crime, and sanctions risks. The Company manages this risk through ongoing constructive
engagement with the Regulators, investment in an experienced and knowledgeable outsourced Compliance
function, and monitoring of market-wide developments and requirements in relation to regulation.

Climate change risk

The Company currently has limited exposure to climate change risk but the Board is keen to maintain
awareness of this risk as a significant risk to the industry from an operational and exposure perspective. The
Company currently has no known exposure to natural catastrophe covers and no known liability risk through
casualty insurance coverage leading to claims activity from clients who may have contributed to climate
change or failed to ensure that their companies were sufficiently protected from the effects of climate change.
Transition risk involves the risk associated with the transition to a decarbonised society. Such an outcome
could lead to impairment of investment assets: the Company performs quartely ESG analysis on its
investment portfolio and is not currently expesed to any material holdings in relation to ESG metrics approved
by the Board. As greater understanding of financial risks from climate change develops, the risk management
framework continues to evolve to reflect the distinctive elements of this risk to ensure effective management
and oversight, including enhancement of scenario testing in this area.

Future outlook

The Company intends to grow through acquisitions of run-off portfolios of business from other counterparties
through loss portfolio transfers, reinsurance arrangements or acquisitions of other companies. The Company
will continue to manage the run-off of its existing and future insurance contract liabilities with the same
customer-oriented focus and high levels of claims service.

Section 172 (1) Companies Act 2006 Statement

The Company's Board of Directors have acted in a way that they consider, in good faith, would be most likely
to promote the success of the Company for the benefit of its shareholder and in doing sc have had regard to
the matters set out in section 172 (1) of the Companies Act 2006 (the 'Act’). The following sections explain
how the Directors have discharged their obligations under Section 172 when performing their duties.

§172(1) (A) "The likely consequences of any decision in the long term"

The Board appreciates that to achieve sustainable success in a competitive and evolving environment it is
imperative for the Company to consider the long-term impact of its decisions. Further the Board recognises
that the long-term success of the Company requires it to be prudent in making short-term decisions. As part of
this decision-making process, the Board discusses future developments, risks and uncertainties that could
impact the Company in the long term, such as insurance risk, credit risk, market risk, liquidity risk, operational
risk, conduct risk and regulatory and compliance risk, among others.



BRITISH RESERVE INSURANCE COMPANY LIMITED
STRATEGIC REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2023

Section 172 (1) Companies Act 2006 Statement (continued)

S§$172(1) (B) "The interests of the Company's employees™

The Company currently has no employees and so this consideration does not apply to the Company.
Consideration is given at group level where staff are employed.

$172(1) (C) "The need to foster the Company's business relationships with suppliers, customers and
others"

Stakeholders, their interests and the manner in which the Company engages with them, are integral to how
the Company conducts business. When strategic and operational decisions are considered by the board, the
broader impacts on stakeholders are taken into account, and this approach is embedded within the Group
governance structure. As the Company's business is now in run-off, the plan is to continue to run-off the
Company in line with Solvency II regulations whilst enacting reinsurance transactions and acquiring other
businesses within the Board's defined risk appetite. During the year the Board considered its relevant
stakeholders in managing the risks within its business from prior periods and continues to do so for any
potential new opportunities. Details of the Company's engagement activities in relation to its stakeholders are
detailed below.

« Policyholders/Claimants
The Company's claims handling services are overseen by the Group's Claims Director. MCHL has
agreed Claims Handling Agreements with experienced unrelated counterparties to ensure that claims
continue to be serviced by the same client-facing claims staff and no change to service levels are
therefore anticipated. The services include ongoing supervision, claims handling skills, maintenance
of system records (for both internal and any regulatory purposes) and continuity of service.

+  Other Counterparties
The Company's strategic initiatives include engaging with other counterparties such as third-party
claims administrators, payroll services, financial and tax accounting service providers, actuarial
support services, compliance support, and reinsurers. Without these counterparties, the Company's
ability to meet its long-term initiatives would likely be limited or more costly than expected. The
Company is in frequent communication with these counterparties. The Board receives regular updates
and management information detailing how such key relationships are performing.

+ Regulators
The Company maintains an open and transparent relationship with its key regulators. These
relationships involve frequent interaction with the regulators including participation by various Board
members, as well as the Company's Compliance function.

On a regular basis, the Board is informed by management of key operating metrics and informational updates.
This process helps to ensure that the Board is fully informed of all critical matters so that it is able to give due
regard to stakeholders as it makes its decisions.

§172(1) (D) "The impact of the Company's operations on the community and the environment"

The Board and the Company recognise the importance of contributing to the community and developing an
environmentally sustainable business model, including considerations of climate change. The Board will be
monitoring such developing risks and how it can contribute in a positive way to its community through
development of effective social responsibility policies and practices.



BRITISH RESERVE INSURANCE COMPANY LIMITED
STRATEGIC REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2023

Section 172 (1) Companies Act 2006 Statement (continued)

$172(1) (E) "The desirability of the Company maintaining a reputation for high standards of business
conduct”

The Company is committed to achieving the highest standards of business conduct as well as to adhering to
all applicable laws, rules and regulations. The Board oversees the Company's framework for ensuring high
standards of business conduct. The Board leads the culture of compliance within the business, ensuring that
all those performing services for the Company conduct themselves in an honest and ethical manner. This
framework is supported by Board approved policies guiding how we conduct our business and interact in all
business relationships.

$172(1) (F) "The need to act fairly as between members of the Company™

The Board acts in good faith to promote the success of the Company for the benefit of its shareholder and
recognises that the support of, and engagement with our shareholder is fundamental to the Company's
success.

By order of the board

P A Rooke
Director

Date: 5 April 2024



BRITISH RESERVE INSURANCE COMPANY LIMITED
DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2023

The Directors present their Annual report and audited financial statements of the Company for the year ended
31 December 2023.

Directors

The Directors who held office during the period and up to the date of signing the financial statements, unless
otherwise indicated, were as follows:

A Barlow (resigned 1 November 2023)
S Minshall
P A Rooke

Directors' indemnity and insurance

Marco Capital Holdings Limited maintains a group wide Directors and Officers liability insurance policy which
indemnifies the Directors of the Company if a claim is made against them in their capacity as a Director of the
Company.

Results and dividends

The results for the year are set out in the Statement of Comprehensive Income on pages 19 to 20.

The Directors do not recommend payment of a final aividend (2022: £Nil).

Future outlook

The future outlook for the Company is outlined in the Strategic report on page 5.

Principal risks and uncertainties

The principal risks and uncertainties for the Company are outlined in the Strategic report on pages 3 to 5.
Going concern

The Directors believe that the Company is well placed to manage its business risks successfully and that
there is commitment of the ultimate parent to growing the business profitably within the UK. The acquisition of
the Company by the Group (Marco Capital Holdings Limited) is for the purpose of using the Company as a
vehicle to grow the Group's run-off business in the UK through acquisitions of run-off portfolios of business
from other counterparties through loss portfolio transfers, reinsurance arrangements or acquisitions of other
companies with UK and worldwide exposures. After considering all available information, including an
assessment of the Company's financial, solvency and liquidity condition, its risk mitigation strategy which is
principally through the use of reinsurance, the principal risks and uncertainties affecting the Company and the
ultimate parent's commitment to growing the Company's business, the Directors have a reasonable
expectation that the Company has adequate resources to continue in operational existence for a period of 12
months from the approval of these financial statements. Thus, they continue to adopt the going concern basis
of accounting in preparing the annual financial statements.



BRITISH RESERVE INSURANCE COMPANY LIMITED
DIRECTORS’ REPORT (continued)
FOR THE YEAR ENDED 31 DECEMBER 2023

Directors' confirmations

In the case of each Director in office at the date the Directors’ report is approved:

+ so far as the Director is aware, there is no relevant audit information of which the Company’s auditor is
unaware; and

- they have taken all the steps that they ought to have taken as a Director in order to make themselves
aware of any relevant audit information and to establish that the Company’s auditor is aware of that
information.

Post balance sheet events

The events affecting the Company that have occurred since the end of the accounting year are disclosed in
note 19.

Independent auditor
Mazars LLP was reappointed as the Company's external auditor at a meeting of the Board on 28 November

2023.

By order of the board
/e /’a/éf

P A Rooke
Director

Date: 5 April 2024



BRITISH RESERVE INSURANCE COMPANY LIMITED
DIRECTORS’ RESPONSIBILITIES STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2023

Statement of Directors' responsibilities in respect of the financial statements

The Directors are responsible for preparing the Annual report and financial statements in accordance with
applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that law the
Directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards, comprising FRS 102 "The Financial Reporting
Standard applicable in the UK and Republic of Ireland”, FRS 103 "Insurance contracts” and applicable law).
Under company law the Directors must not approve the financial statements unless they are satisfied that they
give a true and fair view of the state of affairs of the Company and of the profit or loss of the Company for that
period. In preparing the financial statements, the Directors are required to:

«  select suitable accounting policies and then apply them consistently;

+  state whether applicable United Kingdom Accounting Standards, comprising FRS 102 and FRS 103,
have been followed, subject to any material departures disclosed and explained in the financial
statements;

+ make judgements and accounting estimates that are reasonable and prudent; and

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

The Directors are also responsible for safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain

the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and enable them to ensure that the financial statements comply with the Companies Act 2006.
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BRITISH RESERVE INSURANCE COMPANY LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BRITISH
RESERVE INSURANCE COMPANY LIMITED

Opinion

We have audited the financial statements of British Reserve Insurance Company Limited (the ‘company’) for
the year ended 31 December 2023 which comprise the Statement of comprehensive income, the Balance
sheet, the Statement of changes in equity and notes to the financial statements, including a summary of
significant accounting policies.

The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including FRS 102 “The Financial Reporting Standard applicable in the UK
and Republic of Ireland” and FRS 103 “Insurance Contracts” (United Kingdom Generally Accepted Accounting
Practice).

In our opinion, the financial statements:

+ give a true and fair view of the state of the company’s affairs as at 31 December 2023 and of its loss for
the year then ended,;

+ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and

+ have been prepared in accordance with the requirements of the Companies Act 2006.
Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the "Auditor’s
responsibilities for the audit of the financial statements" section of our report. We are independent of the
company in accordance with the ethical requirements that are relevant to our audit of the financial statements
in the UK, including the FRC's Ethical Standard as applied to public interest entities, and we have fulfilled our
other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.
Conclusion relating to going concern

In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

Our audit procedures to evaluate the directors’ assessment of the company's ability to continue to adopt the
going concern basis.of accounting included but were not limited to:

« Undertaking an initial assessment at the planning stage of the audit to identify events or conditions that
may cast significant doubt on the company’s ability to continue as a going concern;

+ Obtaining an understanding of the relevant controls relating to the directors’ going concern assessment;

« Making enquiries of the directors to understand the period of assessment considered by them, the
assumptions they considered and the implication of those when assessing the company’s future financial
performance;

+ Obtaining and reviewing a copy of the company’s Own Risk and Solvency Assessment report (ORSA’);

+ Obtaining a financial forecast for the company extending at least 12 months from the date of approval of
the financial statements;

1



BRITISH RESERVE INSURANCE COMPANY LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BRITISH
RESERVE INSURANCE COMPANY LIMITED (continued)

Conclusion relating to going concern (continued)

+ Considering the appropriateness of the directors’ key assumptions in their future performance forecasts,
assessing the directors’ consideration of a “no growth” scenario and considering the existence of
contradictory evidence in relation to key assumptions;

+ Assessing the consistency of the information provided in the directors’ forecasts such as current position
and liquidity position with the financial statements and our audit;

+ Assessing whether there were events subsequent to the balance sheet date which could have a bearing
on the going concern conclusion;

+ Conducting a retrospective review of the historical forecasts prepared by the directors; and
+ Evaluating the appropriateness of the directors’ disclosures in the financial statements on going concern.

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

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit
of the financial statements of the current period and include the most significant assessed risks of material
misstatement (whether or not due to fraud) we identified, including those which had the greatest effect on: the
overall audit strategy; the allocation of resources in the audit; and directing the efforts of the engagement
team. These matters were addressed in the context of our audit of the financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these matters.

We summarise below the key audit matter in forming our opinion above, together with an overview of the
principal audit procedures performed to address the matter and our key observations arising from those
procedures.

The matter, together with our findings, were communicated to those charged with governance through our
Audit Completion Report.

12



BRITISH RESERVE INSURANCE COMPANY LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BRITISH
RESERVE INSURANCE COMPANY LIMITED (continued)

Key audit matters (continued)

Key Audit Matter

How our scope addressed this matter

Valuation incurred but not reported (IBNR)

Gross claims outstanding - 2023: £6.8 million; 2022:
£7.5 million

Refer to Note 3.5 iv — Accounting policies, insurance
contracts, claims outstanding, Note 4 — Judgements and
key sources of estimation uncertainty (claims outstanding)
and Note 7 — Claims outstanding.

Gross claims outstanding is made up of case reserves,
incurred but not reported claims costs (IBNR’) and a
provision for loss adjustment expenses.

The valuation of IBNR is a key area of judgement and
management estimation due to the subjective nature of
the estimate of unknown events.

Longer tail lines of business typically increase uncertainty,
particularly in the case of claims relating to asbestos,
environmental pollution and health hazard exposures
(collectively “APH") such as those underwritten by the
company.

In calculating the estimate of gross claims outstanding,
the company uses a variety of estimation techniques,
generally based upon industry benchmark survival ratios
applied to expected payout patterns and assumes that the
development pattern of the current claims will be
consistent with experience.

Given the level of subjectivity and judgement, there is a
risk that inappropriate reserve projections are made, and
we therefore identified the wvaluation of IBNR as a
significant risk and a key audit matter.

With the assistance of our actuarial specialists,
we performed the following procedures:

+ Enquired with the senior management
involved in" the valuation of IBNR to
understand governance over the process;

+ Obtained an understanding of
management’s process of valuing IBNR,
and

- Assessed the design and implementation of
controls over reserves;

We performed the tests below rather than
seeking to rely on the company's controls
because the nature of the balance is such that
we would expect to obtain evidence primarily
through the detailed procedures described.

+ On sample basis, reconciled the data used
in the valuation of IBNR to the audited
accounting ledgers;

+ Reviewed the accuracy of claims estimates
made in prior years vs. actual development
to assess whether the valuation of the IBNR
has historically been accurate;

+ Critically challenged the methodology and
assumptions used by the company to derive
the wvaluation of IBNR, and evaluated
whether the calculated liabilities are
reasonable;

* Benchmarked the company's key
assumptions against those used by other
similar insurance entities; and

« Assessed the impact of key market / macro
risks on the valuation of IBNR, for example
inflation.

Our observations:

Based on the audit work performed, the valuation
of IBNR is fairly stated and consistent with the
evidence obtained.

13




BRITISH RESERVE INSURANCE COMPANY LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BRITISH
RESERVE INSURANCE COMPANY LIMITED (continued)

Our application of materiality and an overview of the scope of our audit

The scope of our audit was influenced by our application of materiality. We set certain quantitative thresholds
for materiality. These, together with qualitative considerations, helped us to determine the scope of our audit
and the nature, timing and extent of our audit procedures on the individual financial statement line items and
disclosures and in evaluating the effect of misstatements, both individually and on the financial statements as
a whole. Based on our professional judgement, we determined materiality for the financial statements as a
whole as follows:

Overall materiality £192,000 (2022: £198,000)
How we determined it 3% of Net Assets (3% of Net assets)

Rationale for benchmark{in determining our materiality, we considered financial metrics which we
applied believed to be relevant to the users of the financial statements. Net assets as a
benchmark provides a more stable measure year on year than profit before tax,
and we consider that the net assets of the business remains the key focus of
the directors, shareholders and other users of the company’s financial
statements and as such we base our materiality levels on this benchmark.

Performance materiality |[Performance materiality is set to reduce to an appropriately low level the
probability that the aggregate of uncorrected and undetected misstatements in
the financial statements exceeds materiality for the financial statements as a
whole.

We set performance materiality at £134,400 (2022: £148,500),
which represents 70% (2022: 75%) of overall materiality.

The primary factors we considered in determining the level of performance
materiality include our understanding of the company’s control environment; the
level and nature of errors detected in previous audits and our expectation of the
number of errors in the current year audit.

Reporting threshold We agreed with the audit committee that we would report to them
misstatements identified during our audit above £5,700 (2022: £5,900) as well
as misstatements below that amount that, in our view, warranted reporting for|
qualitative reasons.

As part of designing our audit, we assessed the risk of material misstatement in the financial statements,
whether due to fraud or error, and then designed and performed audit procedures responsive to those risks. In
particular, we looked at where the directors made subjective judgements, such as assumptions on significant
accounting estimates.

We tailored the scope of our audit to ensure that we performed sufficient work to be able to give an opinion on
the financial statements as a whole. We used the outputs of our risk assessment, our understanding of the
company, its environment, controls, and critical business processes, to consider qualitative factors to ensure
that we obtained sufficient coverage across all financial statement line items.
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BRITISH RESERVE INSURANCE COMPANY LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BRITISH
RESERVE INSURANCE COMPANY LIMITED (continued)

Other information

The other information comprises the information included in the Annual Report and Financial Statements other
than the financial statements and our auditor's report thereon. The directors are responsible for the other
information. Our opinion on the financial statements does not cover the other information and, except to the
extent otherwise explicitly stated in our report, we do not express any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial statements or our knowledge obtained in the course of the audit or
otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether this gives rise to a material misstatement in the financial
statements themselves. If, based on the work we have performed, we conciude that there is a material
misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.
Opinions on other matters prescribed by the Companies Act 2006

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

« the information given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

» the strategic report and the directors’ report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

In light of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we have not identified material misstatements in the strategic report or the directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion:

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

+ the company financial statements are not in agreement with the accounting records and returns; or

+ certain disclosures of directors’ remuneration specified by law are not made; or

« we have not received all the information and explanations we require for our audit.
Responsibilities of Directors
As explained more fully in the directors’ responsibilities statement set out on page 10, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view, and for such internal control as the directors determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, the directors are responsible for assessing the company'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 the directors either intend to liquidate the company or to cease operations,
or have no realistic alternative but to do so.
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BRITISH RESERVE INSURANCE COMPANY LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BRITISH
RESERVE INSURANCE COMPANY LIMITED (continued)

Auditor’'s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

The extent to which our procedures are capable of detecting irregularities, including fraud is detailed below.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
procedures in line with our responsibilities, outlined above, to detect material misstatements in respect of
irregularities, including fraud.

Based on our understanding of the company and its industry, we considered that non-compliance with the
following laws and regulations might have a material effect on the financial statements: breaches of regulatory
requirements of the Prudential Regulation Authority (‘PRA’) and the Financial Conduct Authority (' FCA').

To help us identify instances of non-compliance with these laws and regulations, and in identifying and
assessing the risks of material misstatement in respect to non-compliance, our procedures included, but were
not limited to:

+ Gaining an understanding of the legal and regulatory framework applicable to the company and the
industry in which it operates, and considering the risk of acts by the company which were contrary to the
applicable laws and regulations, including fraud;

+ Inquiring of the directors, management and, where appropriate, those charged with governance, as to
whether the company is in compliance with laws and regulations, and discussing their policies and
procedures regarding compliance with laws and regulations;

« Inspecting correspondence with relevant licensing or regulatory authorities including the PRA and the
FCA,

+ Reviewing minutes of directors’ meetings in the year and up to the date of issue of the audit report; and

+ Discussing amongst the engagement team the laws and regulations listed above, and remaining alert to
any indications of non-compliance.

We also considered those laws and regulations that have a direct effect on the preparation of the financial
statements, such as UK tax legislation and the Companies Act 2006.

In addition, we evaluated the directors’ and management's incentives and opportunities for fraudulent
manipulation of the financial statements, including the risk of management override of controls, and
determined that the principal risks related to posting manual journal entries to manipulate financial
performance, management bias through judgements and assumptions in significant accounting estimates in
particular those involving the valuation of technical provisions and significant one-off or unusual transactions.
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BRITISH RESERVE INSURANCE COMPANY LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BRITISH
RESERVE INSURANCE COMPANY LIMITED (continued)

Auditor’s responsibilities for the audit of the financial statements (continued)
Our procedures in relation to fraud included but were not limited to:

+ Making enquiries of the directors and management on whether they had khowledge of any actual,
suspected or alleged fraud,;

- Gaining an understanding of the internal controls established to mitigate risks related to fraud;
+ Discussing amongst the engagement team the risks of fraud;

« Addressing the risks of fraud through management override of controls by performing journal entry
testing;

« Critically assessing accounting estimates impacting amounts included in the financial statements for
evidence of management bias; and

« Considering significant transactions outside of the normal course of business. Our approach included
reviewing board minutes, review of correspondence of regulators (where applicable) and substantively
testing the transactions and related disclosure where considered material.

The primary responsibility for the prevention and detection of irregularities, including fraud, rests with both
those charged with governance and management. As with any audit, there remained a risk of non-detection of
irregularities, as these may involve collusion, forgery, intentional omissions, misrepresentations or the override
of internal controls.

The risks of material misstatement that had the greatest effect on our audit are discussed in the "Key audit
matters” section of this report.

A further description of our responsibilities is available on the Financial Reporting Council’s website at
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.

Other matters which we are required to address

Following the recommendation of the audit committee, we were appointed by the Directors on 15 February
2021 to audit the financial statements for the year ended 31 December 2020 and subsequent financial
periods. The period of total uninterrupted engagement is four years, covering the years ended 31 December
2020 to 31 December 2023.

The non-audit services prohibited by the FRC's Ethical Standard were not provided to the company and we
remain independent of the company in conducting our audit.

Our audit opinion is consistent with our additional report to the audit committee.
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BRITISH RESERVE INSURANCE COMPANY LIMITED

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BRITISH
RESERVE INSURANCE COMPANY LIMITED (continued)

Use of the audit report

This report is made solely to the company's members as a body in accordance with Chapter 3 of Part 16 of
the Companies Act 2006. Our audit work has been undertaken so that we might state to the company’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
_company and the company’s members as a body for our audit work, for this report, or for the opinions we
have formed.

Andrew Jones (AprS, 2024 19:30 GMT+1}

Andrew Jones (Senior Statutory Auditor)
for and on behalf of Mazars LLP
Chartered Accountants and Statutory Auditor

30 Old Bailey
London

EC4M 7AU
United Kingdom

Date: 5 April 2024
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BRITISH RESERVE INSURANCE COMPANY LIMITED
STATEMENT OF COMPREHENSIVE INCOME
TECHNICAL ACCOUNT

FOR THE YEAR ENDED 31 DECEMBER 2023

2023 2022

Note £000 £'000
Claims incurred, net of reinsurance
Gross insurance claims paid (311) (574)
Reinsurers' share of gross insurance claims paid 43 1,797
Gross change in insurance liabilities 370 1,336
Reinsurers' share of gross change in insurance liabilities 27 (1,976)
Claims incurred, net of reinsurance 7 129 583
Net operating expenses 1 (886) (708)
Balance on the technical account for general business (757) (125)

All amounts relate to continuing operations.

The notes on pages 23 to 43 are an integral part of these financial statements.
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BRITISH RESERVE INSURANCE COMPANY LIMITED
STATEMENT OF COMPREHENSIVE INCOME

NON - TECHNICAL ACCOUNT

FOR THE YEAR ENDED 31 DECEMBER 2023

2023 2022

Note £'000 £'000

Balance on the general business technical account (757) (125)
Other income 1 23

Investment returns 13 633 (24)
Foreign exchange (loss)/gains 14 (102) 536
{Loss)/profit before taxation (225) 410

Tax on (loss)/profit ' 15 53 (78)
{Loss)/profit for the financial year (172) 332

There was no other comprehensive income or expenses for 2023 (2022: £Nil) and therefore no Statement of

Other Comprehensive Income has been produced.
All amounts relate to continuing operations.

The notes on pages 23 to 43 are an integral part of these financial statements.
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BRITISH RESERVE INSURANCE COMPANY LIMITED
BALANCE SHEET
AS AT 31 DECEMBER 2023

Registered number: 00307622

2023 2022
Note £'000 £'000
Investments
Financial investments 5 9,603 12,262
9,603 12,262
Reinsurers’ share of technical provisions
Claims outstanding 7 1,480 1,630
1,480 1,530
Debtors
Debtors arising out of reinsurance operations 18 19
Other debtors 361 259
379 278
Other assets
Cash and cash equivalents 8 2,000 719
Total assets . 13,462 14,789
Capital and reserves
Called up share capital 16 5,000 5,000
Retained earnings 1,429 1,601
Total equity 6,429 6,601
Technical provisions
Claims outstanding 7 6,797 7,490
6,797 7,490
Creditors
Trade creditors 3 2
Creditors arising out of reinsurance operations 30 32
Other creditors including taxation and social security 17 144 584
Accruals and deferred income 59 80
Total liabilities 7,033 8,188
Total equity and liabilities 13,462 14,789

The notes on pages 23 to 43 are an integral part of these financial statements.

The financial statements on pages 19 to 43 were approved by the Board of Directors and were signed on its
behalf by:

P A Rooke
Director

Date: 5 April 2024
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BRITISH RESERVE INSURANCE COMPANY LIMITED
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2023

Share Retained

capital earnings Total
£'000 £'000 £'000

At 1 January 2022 5,000 1,269 6,269
Comprehensive profit for the year :
Profit for the financial year - 332 332
Total comprehensive profit for the year - 332 332
At 31 December 2022 and 1 January 2023 5,000 1,601 6,601
Comprehensive profit for the year
Loss for the financial year - (172) (172)
Total comprehensive loss for the year - (172) (172)
At 31 December 2023 5,000 1,429 6,429

The notes on pages 23 to 43 are an integral part of these financial statements.
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BRITISH RESERVE INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2023

3.1

General information

British Reserve Insurance Company Limited is authorised by the Prudential Regulation Authority
("PRA") and regulated by the Financial Conduct Authority ("FCA") and the PRA. Its activities are also
covered by the Financial Ombudsman Service.

The Company ceased underwriting activity in 2015 and since that date has been actively managing the
settlement of the remaining insurance contract liabilities. In addition, in 2021 the Company entered into
a Novation Agreement over a reinsurance portfolio of general liability risks located in the United States
which includes legacy asbestos, pollution and health hazard liabilities ("APH").

The Company is a private company limited incorporated and domiciled in England and Wales.

The underlying risks were transferred to the Company under a Part Vil Transfer of the Financial
Services and Markets Act 2000 which was sanctioned by the High Court to take effect on 31 January
2023.

Statement of compliance

The individual financial statements of British Reserve Insurance Company Limited have been prepared
in compliance with United Kingdom Accounting Standards, including Financial Reporting Standard 102,
“The Financial Reporting Standard applicable in the United Kingdom and Republic of ireland” ("FRS
102"}, Financial Reporting Standard 103, “Insurance Contracts” (“FRS 103"} and the Companies Act
2006. The financial statements have been prepared in accordance with Schedule 3 of The Large and
Medium-sized Companies and Groups (Accounts and Reports) Regulations 2008 relating to insurance
companies.

Accounting policies

Basis of preparation of financial statements

The financial statements have been prepared on a going concern basis under the historical cost
convention unless otherwise specified within these policies and in accordance with FRS 102, the
Financial Reporting Standard applicable in the UK and Republic of Ireland, FRS 103, “Insurance
Contracts” and the Companies Act 2006.

The preparation of financial statements in compliance with FRS 102 requires the use of certain critical
accounting estimates. It also requires the Company’s management to exercise judgement in applying

the Company’s accounting policies (see note 4).

The following principal accounting policies have been consistently applied:

23



BRITISH RESERVE INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2023

3

3.2

3.3

3.4

Accounting policies (continued)
Going concern

The Directors believe that the Company is well placed to manage its business risks successfully and
that there is commitment of the ultimate parent to growing the business profitably within the UK. The
acquisition of the Company by the Group (Marco Capital Holdings Limited) is for the purpose of using
the Company as a vehicle to grow the Group's run-off business in the UK through acquisitions of run-off
portfolios of business from other counterparties through loss portfolio transfers, reinsurance
arrangements or acquisitions of other companies with UK and worldwide exposures. After considering
all available information, including an assessment of the Company's financial, solvency and liquidity
condition, its risk mitigation strategy which is principally through the use of reinsurance, the principal
risks and uncertainties affecting the Company and the ultimate parent's commitment to growing the
Company's business, the Directors have a reasonable expectation that the Company has adequate
resources to continue in operational existence for a period of 12 months from the approval of these
financial statements. Thus, they continue to adopt the going concern basis of accounting in preparing
the annual financial statements.

Exemptions under FRS 102
The Company has taken advantage of the following exemptions:
« from disclosing related party transactions under paragraph 33.1A from the provisions of FRS
102; and
« from preparing a statement of cash flows, under FRS 102 paragraph 1.12(b), on the basis that
it is a qualifying entity, and its parent company Marco Capital Holdings Limited includes the
Company’s cash flows in its own consolidated financial statements.
Foreign currency translation
Functional and presentation currency
The Company's functional and presentation currency is GBP.
FRS 102 requires each entity to identify its functional currency and a presentation currency. The
functional currency is identified as the currency of the primary economic environment in which the entity

operates.

Transactions denominated in currencies other than the functional currency are initially recorded in the
functional currency at the exchange rate ruling at the date of the transactions.

As required by FRS 103 para 25, the Company treats all assets and liabilities arising from insurance
contracts as monetary items (which include items such as unearned premiums and deferred acquisition
costs). Consequently, all assets and liabilities denominated in foreign currencies are translated at the
rate of exchange at the Balance Sheet date.

Exchange differences are recorded in the non-technical account.
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BRITISH RESERVE INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2023

3

3.5

Accounting policies {(continued)
Insurance contracts
i. Premiums written and earned

Written premium comprises the premiums on contracts entered into during the accounting period
irrespective of whether they relate in whole or in part to a later accounting period. Written premiums are
disclosed gross of commission or expenses payable and exclude taxes and duties levied on premiums.
Premium written is recognised on inward reinsurance at the fair value of the amount received in
exchange for the liabilities assumed on the first effective day of the agreement.

Reinsurance premiums accepted are recognised as earned premiums over the period of the policy
having regard to the incidence of risk.

ii. Classification of insurance contracts

The Company has exposure on contracts that are classified as insurance contracts as they transfer
insurance risk. Insurance contracts are those contracts that transfer significant insurance risk at the
inception of the contract, or those where at the inception of the contract there is a scenario with
commercial substance where the level of insurance risk may be significant. The significance of
insurance risk is dependent on both the probability of an insured event and the magnitude of its
potential effect.

iii. Claims incurred

Claims incurred comprise all claims losses occurring during the year, whether reported or not, including
related handling costs and reduction for the value of salvage and other recoveries together with any
other adjustments to claims from previous years.

Claims handling costs include internal and external costs incurred in connection with the negotiation
and settlement of claims. Internal costs include all direct expenses of the claims department and any
part of the general administrative costs directly attributable to the claims function.

iv. Claims outstanding

Claims provision is made at the year end for the estimated cost of claims incurred but not settled at the
Balance Sheet date, including the cost of claims incurred but not yet reported to the Company. The
estimated cost of claims includes expenses to be incurred in settling claims. The Company takes all
reasonable steps to ensure that it has appropriate information regarding its claims exposures. However,
given the uncertainty in establishing claims provisions, it is likely that the final outcome will prove to be
different from the original liability established.

The estimation of claims incurred but not reported (“IBNR") is generally subject to a greater degree of
uncertainty than the estimation of the cost of settling claims already notified to the Company, where
more information about the claim event is generally available. Claims IBNR may often not be apparent
to the insured until many years after the event giving rise to the claims. Classes of business where the
IBNR proportion of the total reserve is high will typically display greater variations between initial
estimates and final outcomes because of the greater degree of difficulty of estimating these reserves.
Classes of business where claims are typically reported relatively quickly after the claim event tend to
display lower levels of volatility.
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BRITISH RESERVE INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2023

3.5

Accounting policies (continued)
Insurance contracts (continued)
iv. Claims outstanding (continued)

In calculating the estimated cost of unpaid claims, the Company uses a variety of estimation
techniques, generally based upon statistical analysis of historical experience, which assumes that the
development pattern of the current claims will be consistent with past experience. Allowance is made,
however, for changes or uncertainties which may create distortions in the underlying statistics, or which
might cause the cost of unsettled claims to increase or reduce when compared with the cost of
previously settled claims including:

a. changes in Company processes which might accelerate or slow down the development and/or
recording of paid or incurred claims compared with the statistics from previous periods;
changes in the legal environment;

the effects of inflation;

changes in the mix of business;

the impact of large losses; and

movements in industry benchmarks.

~pooQC

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

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

Where possible, the Company adopts mulitiple techniques to estimate the required level of provisions.
This assists in giving greater understanding of the trends inherent in the data being projected. The
projections given by the various methodologies also assist in setting the range of possible outcomes.
The most appropriate estimation technique is selected taking into account the characteristics of the
business class and the extent of the development of each accident year.

Provisions are calculated gross of any reinsurance recoveries.
v. Reinsurance recoveries

Contracts entered into by the Company with reinsurers, under which the Company is compensated for
losses on one or more contracts and that meet the classification requirements for insurance contracts
are classified as reinsurance contracts.

The amounts that will be recoverable from reinsurers are estimated based upon the gross provisions,
having due regard to collectability. Reinsurance recoveries in respect of estimated claims incurred but
not reported are assumed to be consistent with the historical pattern of such recoveries, adjusted to
reflect changes in the nature and extent of the Company’s reinsurance programme over time. The
reinsurers’ share of claims incurred in the Statement of Comprehensive Income, reflects the amounts
received or receivable from reinsurers in respect of those claims incurred during the period.
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BRITISH RESERVE INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2023

3.6

3.7

Accounting policies (continued)
Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penality
on notice of not more than 24 hours. Cash equivalents are highly liquid investments that mature in no
more than three months from the date of acquisition and that are readily convertible to known amounts
of cash with insignificant risk of change in value.

Financial instruments
The Company has chosen to adopt Section 11 and 12 of FRS 102 in respect of financial instruments.
i. Financial assets

The Company's financial investments, comprising fixed interest rate securities, are recognised initially
at fair value through profit or loss. The fair values of financial investments are based on quoted market
prices at the Balance Sheet date. Net gains or losses arising from changes in the fair value of financial
assets at fair value through profit or loss are presented in the profit and loss account within “unrealised
gains/(losses) on investments” in the period in which they arise.

Basic financial assets, including other debtors (largely loss funds) and cash and bank balances, are
initially recognised at transaction price, unless the arrangement constitutes a financing transaction,
where the transaction is measured at the present value of the future receipts discounted at a market
rate of interest.

Such assets are subsequently carried at amortised cost using the effective interest method. At the end
of each reporting period financial assets measured at amortised cost are assessed for objective
evidence of impairment. If an asset is impaired the impairment loss is the difference between the
carrying amount and the present value of the estimated cash flows discounted at the asset’s original
effective interest rate. The impairment loss is recognised in the Statement of Comprehensive Income. If
there is a decrease in the impairment loss arising from an event occurring after the impairment was
recognised, the impairment is reversed. The reversal is such that the current carrying amount does not
exceed what the carrying amount would have been had the impairment not previously been recognised.
The impairment reversal is recognised in the Statement of Comprehensive Income.

Financial assets are derecognised when (a) the contractual rights to the cash flows from the asset
expire or are settled or (b) substantially all the risks and rewards of the ownership of the asset are
transferred to another party or (c) control of the asset has been transferred to another party who has
the practical ability to unilaterally sell the asset to an unrelated third party without imposing additional
restrictions.

ii. Financial liabilities

Basic financial liabilities, including other creditors are initially recognised at transaction price, unless the
arrangement constitutes a financing transaction, where the debt instrument is measured at the present
value of the future receipts discounted at a market rate of interest. Debt instruments are subsequently
carried at amortised cost, using the effective interest rate method.

Financial liabilities are derecognised when the liability is extinguished, that is when the contractual
obligation is discharged, cancelled or expires.
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BRITISH RESERVE INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued) .
FOR THE YEAR ENDED 31 DECEMBER 2023

3.7

3.8

3.9

Accounting policies {continued)
Financial instruments (continued)
iii. Offsetting

Financial assets and liabilities are offset and the net amounts presented in the financial statements
when there is a legally enforceable right to offset the recognised amounts and there is an intention to
settle on a net basis or to realise the asset and settle the liability simultaneously.

Investment return

Interest income is recognised in the Statement of Comprehensive Income using the effective interest
rate method.

Income from fixed income securities is recognised in the Statement of Comprehensive Income when
the right to receive payment is established.

Realised gains and losses on investments carried at fair value through profit and loss are calculated as
the difference between net sales proceeds and purchase price. In the case of investments included at
amortised cost, realised gains and losses are calculated as the difference between sale proceeds and
their latest carrying value. Movements in unrealised gains and losses on investments represent the
difference between the fair value at the Balance Sheet date and their purchase price or their fair value
at the last Balance Sheet date, together with the reversal of unrealised gains and losses recognised in
earlier accounting periods in respect of investment disposals in the current period.

Current and deferred taxation

The tax expense comprises current and deferred tax. Tax is recognised in the Statement of
Comprehensive Income, except that a charge attributable to an item of income and expense recognised
as other comprehensive income or to an item recognised directly in equity is also recognised in other
comprehensive income or directly in equity respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been enacted
or substantively enacted by the Balance Sheet date in the countries where the Company operates and
generate income.

Deferred tax balances are recognised in respect of all timing differences that have originated but not
reversed by the Balance Sheet date, except that:

+ The recognition of deferred tax assets is limited to the extent that it is probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits;

« Any deferred tax balances are reversed if and when all conditions for retaining associated tax
allowances have been met; and

«  Where they relate to timing differences in respect of interests in subsidiaries, associates,
branches and joint ventures and the Company can contro! the reversal of the timing differences
and such reversal is not considered probable in the foreseeable future.

Deferred tax balances are not recognised in respect of permanent differences except in respect of
business combinations, when deferred tax is recognised on the differences between the fair values of
assets acquired and the future tax deductions available for them and the differences between the fair
values of liabilities acquired and the amount that will be assessed for tax. Deferred tax is determined
using tax rates and laws that have been enacted or substantively enacted by the Balance Sheet date.
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BRITISH RESERVE INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2023

3.10

311

Accounting policies (continued)
Dividends

Dividends are recognised as a liability in the financial statements in the period in which the dividends
are approved and declared by the Company’s shareholders. These amounts are recognised in the
Statement of Changes in Equity.

Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
ordinary shares are shown in equity as a deduction, net of tax, from proceeds.

Judgements and key sources of estimation uncertainty

The preparation of the financial statements requires management to make judgements, estimates and
assumptions that affect the amounts reported for assets and liabilities as at the Balance Sheet date and
the amounts reported for revenues and expenses during the year. However, the nature of estimation
means that actual outcomes could differ from those estimates.

Information about significant areas of critical judgments in applying accounting policies that have the
most significant effect on the amounts recognised in the Annual report and accounts, are described
within the significant accounting policies above.

The following are the Company's key sources of estimation uncertainty:
Claims outstanding

Estimating claims reserves and claims expenses requires assumptions regarding reporting and
development patterns, frequency and severity trends, claims settlement practices, potential changes in
legal environments, inflation, loss amplification and other factors. These estimates and judgements are
based on numerous considerations and are often revised as a result of (also see note 3.5 iv):

« changes in loss amounts reported by reinsurance companies;
« additional information, experience or other data;

+ development of new or improved methodologies; or

+ changes in the law.

The claims reserves relating to short-tail property risks are typically reported and settled more promptly
than those relating to long-tail risks, including those exposed to asbestos, pollution and health hazards.
However, the timeliness of loss reporting can be affected by factors such as the nature of the event
causing the loss, the location of the loss, whether the loss is from policies written as direct business or
reinsurance. In the case of reinsurance business, the reserving process is highly dependent on the loss
information received from insurance companies.

Details of the methodology and key assumptions are provided in note 9. Additionally, further reference
is made within the risk management section in relation to insurance risk in note 10.

See note 7 for the carrying amount of claims outstanding.
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BRITISH RESERVE INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2023

5 Financial investments
Carrying value Cost Carrying value Cost
2023 2023 2022 2022
£000 £000 £000 £000
Fixed income securities 9,603 9,420 12,262 12,429

Fixed income securities are financial assets measured at fair value through profit or loss. Carrying value
is market value (representing fair value) unless otherwise stated.

The carrying value of £9,603k has been analysed in accordance with FRS 102 34.22 between the three
levels in the fair value hierarchy. All fixed income securities fall at Level 2 - inputs other than quoted
prices that are observable (i.e. developed using market data), for the asset or liability, either directly or
indirectly, with the exception of USD 2,278k in US Treasuries which are classified as Level 1.

6 Segmental reporting

2023
Gross Gross Gross Gross Reinsurance Total
premium premium claims operating balance
written earned incurred expenses
£'000 £'000 £'000 £'000 £'000 £'000
Reinsurance
Acceptance _ _ 59 (886) 70 {757)
2022
Gross Gross Gross claims Gross Reinsurance
premium premium incurred operating balance
written earned expenses Total
£'000 £000 £'000 £000 £'000 £'000
Reinsurance
Acceptance - - 762 (708) (179) (125)
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BRITISH RESERVE INSURANCE COMPANY LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 DECEMBER 2023

7 Claims outstanding

The provision for claims reported by policyholders and claims incurred but not yet reported (“IBNR") are
analysed as follows:

2023 2022
Gross Reinsurers’ Net Gross Reinsurers' Net
claims share of claims share of
outstanding liabilities outstanding liabilities
£'000 £'000 £000 £'000 £'000 £'000
At 1 January 7,490 (1,530) 5,960 7,987 (3,295) 4,692
Claims
incurred
during the (59) (70) (129) (762) 179 (583)
year
Claims paid
during the (311) 43 (268) (574) 1,797 1,223
year
Foreign
exchange (323) 77 (246) 839 (211) 628
adjustment
At31 6,797 (1,480) 5,317 7,490 (1,530) 5,960
December ! ’ ! ' ’ !
8 Cash and cash equivalents

Cash and cash equivalents include £Nil used as collateral to support letters of credit issued to third
parties (2022: £15k).

9 Claims outstanding and reinsurance assets — terms, assumptions and sensitivities

The Company has liabilities remaining in its London Underwriting account, a book of traditional London
Market risks, dominated by APH claims, and a Fire and Accident account, a book of traditional UK
Personal and Commercial Risks. In addition, the Company has various US APH and General Liability
risks through a Novation Agreement for a reinsurance arrangement for the share of a Pool of various
groups of underlying risks.

The Company adopts a consistent process in the calculation of an adequate provision for these
contracts. The overriding aim is to establish reserves which are expected to be adequate and that there
is consistency from year to year. However, there is a risk that, due to unforeseen circumstances, the
reserves may be insufficient to meet insurance claim liabilities reported in future years on policy periods
which have expired.

The claims provision at the reporting date comprises the estimated ultimate cost of settlement of all
claims incurred in respect of events up to that date, whether reported or not, together with related
claims handling expenses, less amounts already paid. This is estimated based on known facts at the
Balance Sheet date. The provision is revised quarterly as part of a regular ongoing process as claims
experience develops, certain claims are settled, and further claims are reported.
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9 Claims outstanding and reinsurance assets — terms, assumptions and sensitivities (continued)

The provision for claims reported by policyholders is generally determined on a case by case basis.
Case estimates are generally set by skilled claims technicians, applying their experience and
knowledge to the circumstances of individual claims, except for certain business where there is
sufficient data available to enable the provision to be calculated by the application of statistical
techniques.

The estimation of claims incurred but not reported is generally subject to a greater degree of uncertainty
than the estimates of claims already notified, where more information is available. Reserving for IBNR
has been based upon updated industry benchmark survival ratios on asbestosis and other long tail
exposures and expected pay-out patterns.

There continues to be a high inflationary environment which may impact claims costs. The Company
includes implicit margins in the reserves to capture market and data uncertainty. The implicit margins
are driven by reserving approaches, such as consideration of market benchmarks which include
allowances for inflation, in setting the survival ratio periods for US APH, or average expected costs for
the Fire and Accident account. We consider that any adverse inflationary impact is therefore adequately
covered within the reserving approach and assumptions.

Loss development triangle

The following tables show the development of claims over a period of time on both gross and net of
reinsurance bases.

The tables show that cumulative incurred claims, including both notified and IBNR claims, for each
successive accident year at each Balance Sheet date, together with cumulative claims as at the current
Balance Sheet date. In the loss development triangles, the cumulative estimates and payments for
each accident year are translated into Pounds Sterling at the exchange rates that applied at the
Balance Sheet date.
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Claims outstanding and reinsurance assets — terms, assumptions and sensitivities (continued)

2023

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 Total
Gross of £'000 £000 £'000 £'000 £000 £'000 £000 £000 £'000 £000 £000
reinsurance
Accident year 1,739 927 2 — — — - 6,321 — — 8,989
One year later 1,666 769 2 —_ —_ - — 5625 — 8,062
Two years later 1,704 758 2 — — . -_ 5,631 8,095
Three years later 1,729 757 2 — - - - 2,489
Four years later 1729 757 2 — — - 2,489
Five years later 1,729 757 2 _— - 2,489
Six years later 1,729 757 2 — 2,488
Seven years later 1,729 757 2 2,489
Eight years later 1,729 757 2,487
Nine years later 1,729 1,729
Current estimate 1,729 757 2 - - - - 5,631 — — 8,119
of cumulative
claims
‘Cumulative 1,728 757 2 - - - -_ 938 — - 3,426
payments to date
Impacts of - — — —_ - -— — 524 — - 524
Foreign Exchange
Movements
Reserve in — - —_ —_ — _ — - —_ 1,580
respect of prior
years
Total gross - - —_ —_ —_ - - - —_ - 6,797
liability as per
the Balance
Sheet

(see note 7)
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9 Claims outstanding and reinsurance assets — terms, assumptions and sensitivities (continued)

2023

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 Total
Net of £'000 £000 £'000 £000 £'000 £000 £000 £000 £'000 £000 £000
relnsurance
Accident year 1,739 927 2 — - - — 4,730 - 7,398
One year later 1.666 769 2 — — — — 4,295 — 6,732
Two years later 1,704 758 2 — — — — 4,218 6,682
Three years later 1,729 757 2 - — —_ _ 2,488
Four years later 1,729 757 2 — — —_ 2,488
Five years later 1,729 757 2 — - 2,488
Six years later 1,729 757 2 - 2,488
Seven years 1,729 757 2 2,488
later
Eight years later 1,729 757 2,486
Nine Years later 1,729 - 1,729
Current estimate 1,728 757 2 - -— - —_ 4,218 - J— 6,706
of cumulative
claims
Cumulative 1,729 757 2 — — — - 875 — R 3,363
payments to date
Impacts of —_ - - - -_— - —_ 394 —_ —_— 394
Foreign
Exchange
Movemenls
Reserve in — — _ —_ _ - - — J— 1,580
respect of prior
years
Total net liability -— - - - - - - - - - 5,317
as per the

Balance Sheet
(ses note 7)
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10

Claims outstanding and reinsurance assets — terms, assumptions and sensitivities (continued)

Whilst the information in the tables provides a historical perspective on the adequacy of the unpaid
claims estimates established on previous years, readers of these financial statements are cautioned
against extrapolating redundancies or deficiencies of the past on current unpaid loss balances. The
Company believes that the estimate of total claims outstanding at the end of 2023 is adequate.
However, due to the inherent uncertainties in the provisioning process, it cannot be assured that such
balances will ultimately prove to be sufficient.

Risk management policies

The Company underwrote musical instrument insurance before closing to new business in 2015. Prior
to 2010, the Company had also underwritten other specialist insurance in the United Kingdom where
the majority of risk exposure is confined. The Company had previously underwritten London Market
business but terminated this activity in the 1980’s. There are a number of ongoing Asbestosis, Pollution
and Disease exposures. The Company also underwrote a Fire and Accident account, but this business
was put into run off in the late 1980's. The Company assumed further reinsurance risk through a
Novation Agreement of US APH risks on a Pool dating back to the 1960s and 1970s.

Insurance risk

The risk under any one insurance contract is the possibility that the insured event occurs and the
uncertainty of the amount of the resulting claim. By the very nature of an insurance contract, this risk is
random and therefore unpredictable.

For a portfolio of insurance contracts where the theory of probability is applied to pricing and
provisioning, the principal risk that the Company faces under its insurance contracts is that the actual
claims and benefit payments exceed the carrying amount of the insurance liabilities. This could occur
because the frequency or severity of claims and benefits are greater than estimated. Insurance events
are random, and the actual number and amount of claims and benefits will vary from year to year from
the level established using statistical techniques.

The Company is also exposed to concentration risk on type of exposure, namely APH claims. In 2023,
£6.0m gross reserves (2022: £6.6m) arises from APH-related exposures and £4.5m (2022: £5.1m) on a
net basis.

Reinsurance placement is a core part of the Company's management of insurance risk and the
exposures it accepts within the Board's stated risk appetite. Ceded reinsurance is in place for a
significant proportion of the pool liabilities assumed under the Novation Agreement and transferred to
the Company under the Part VIl agreement.

As the Company is no longer underwriting new business, insurance risk is confined to whether actual

claims will exceed insurance liabilities. This includes the emergence of new risks and the adverse
development of existing claims. .
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Risk management policies (continued)

Insurance risk (continued)

The concentration of insurance risk before and after reinsurance by territory is summarised below, with
reference to the carrying amount of outstanding claims (gross and net of reinsurance) arising from
insurance contracts:

2023 2022

Territory £'000 £'000
United Kingdom Gross 770 844
Net 770 844

United States Gross 6,027 6,646
Net 4,547 5116

Total Gross 6,797 7,490
Total Net 5,317 5,960

The effect of a 5% percent increase or decrease in total gross and net claims liabilities on profit or
loss and equity is £340k gross (2022: £375k gross) and £266k net (£298k net).

Financial risk

The key financial risk is that the proceeds from the realisation of assets are insufficient to meet the
obligations under its insurance contracts. The most important aspects of financial risks comprise market
risk, credit risk and liquidity risk.

Market risk
Market risk is the risk that changes in market prices, such as interest rates, foreign currency exchange
rates and equity prices will affect the value of the Company’s assets and income.

The Company manages market risk in a conservative manner. Whilst it seeks to maximise returns it
does so in accordance with its risk appetite and in a manner which does not pose undue risk to either
its underwriting activities or shareholder’s funds.

i} Interest rate risk

Interest rate risk is the risk that interest rates will change, adversely affecting the ability of the Company
to generate investment income. None of the Company’s general insurance contracts include benefits
which involve contractual interest payments.

The current exposure to interest rate risk arises as the Company holds all investable assets in Fixed
Income Securities or as cash with an average duration less than that of its liabilities in the respective
currencies. The duration mismatch is monitored and a certain level of interest rate risk is considered
reasonable in order to maximise returns in the current economic environment whilst maintaining
sufficient liquidity to meet liabilities as they fall due.

i) Equity risk

The Company does not invest in equity markets.
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Risk management policies (continued)
Market risk (continued)
iii} Currency risk

Currency risk is the risk that fluctuations in exchange rates may lead to a material change in the value
of currency denominated assets or liabilities. The Company is exposed to currency risk on the legacy
US APH exposures.

The Company has a policy of broadly matching its currency liabilities with assets denominated in the
same currency in order to minimise currency risk. An assessment of the need to rebalance net currency
exposure is undertaken at the end of every quarter to reflect changes in either asset or liability values.
At 31 December, the largest currency exposures were:

2023 2022
£'000 £'000
US Dollars
Assets 6,511 12,516
Liabilities (6,057) (6,678)
Net assets 454 5,838

iv) Sensitivity to market risk

The table below shows the sensitivity of the Company’s profit or loss (before tax) and equity to changes
in market risk factors.

2023 2022
Profit/(loss) Equity Profit/(loss) Equity
£000 £'000 £'000 £000
Currency risk
10% increase in US Dollar (45) (45) (584) (584)
10% decrease in US Dollar 45 45 584 584

The table below shows the sensitivity of the Company’s investments to changes in interest rate risk
factors.

2023 2022
Investments Investments
£'000 £'000

Interest rate risk
3% increase in rate 288 368
3% decrease in rate (288) (368)
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Risk management policies (continued)

Credit risk

Credit risk is the risk that a counterparty will be unable to pay amounts due to the Company in full when
they fall due. The Company is exposed to credit risk through its financial assets, reinsurance assets,
cash and cash equivalents and other debtors.

The Company manages credit risk for financial assets and cash and cash equivalents by limiting the
amount of exposure to individual counterparties. The Company reviews credit ratings of counterparties
and other information considered relevant to assess the risks. The Company acts to limit exposures
dependent upon credit rating with a broad strategy of maximising returns on assets with an acceptable
level of risk.

Reinsurance is used to manage insurance risk. Reinsurance does not discharge the Company’s liability
as primary insurer. If a reinsurer fails to pay a claim for any reason the Company remains liable for the
payment to the policyholder. In view of the potential long-term exposure from insurance risks
reinsurance security is limited to highly rated reinsurers that offer the best long-term security. The
Company considers the risk associated with the reinsurance assets to be low as these amounts are
largely due from highly rated reinsurers.

The following table provides information regarding the credit risk exposure of the Company at the
period end by classifying assets according to the credit ratings of counterparties.

AAA AA A BBB B  Other/ Total
Unrated
2023 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Financial investments 831 2,677 4,426 1,669 - - 9,603
Reinsurance assets - 1,091 213 20 19 137 1,480
Debtors arising out of - 18 - - - - 18
reinsurance operations
Other debtors - - 37 - - 324 361
Cash and cash equivalents 1,712 - 275 - - 13 2,000
Total £000 2,543 3,786 4,951 1,689 19 474 13,462
Percent 18.9 28.1 36.8 125 0.1 34 99.8
AAA AA A BBB B Other/ Total
Unrated
2022 £'000 £'000 £'000 £'000 £'000 £000 £'000
Financial investments 939 8,965 1,713 580 - 65 12,262
Reinsurance assets - 1,160 198 18 20 134 1,530
Debtors arising out of - 19 - - - - 19
reinsurance operations
Other debtors - - - - - 259 259
Cash and cash equivalents - - 573 - - 146 719
Total £'000 939 10,144 2,484 598 20 604 14,789
Percent 6.4 68.6 16.8 40 0.1 4.1 100.0
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Risk management policies (continued)

The following table provides information on the carrying value of reinsurance assets and debtors arising
out of reinsurance operations. The Company has no financial assets or cash and cash equivalents that

are impaired.

2023 2022
Reinsurance Debtors Reinsurance Debtors
assets arising out of assets arising out of
reinsurance reinsurance
operations operations
£'000 £'000 £'000 £'000
Neither past due or impaired 1,480 18 1,530 19
Total 1,480 18 1,530 19

Liquidity risk

Liquidity risk is the risk that cash is not available to settle obligations when they fall due. The Company
is exposed to liquidity risk through its insurance contract liabilities. The Company has sufficient liquid
assets to meet obligations as they fall due. The market value of the Company's cash and cash
equivalents at 31 December 2023 amounted to £2.0m (2022: £0.72m) plus other highly liquid financial
assets and other debtors available of £0.4m (2022: £0.26m). All of the financial assets and cash and
cash equivalents are readily realisable. Furthermore, the Company has reinsurance arrangements in
place to further reduce its liquidity risk. As a result, the Company’s exposure to potential liquidity risk is
low.

The table below analyses the maturity of the Company’s liabilities. The amounts disclosed in the table
represent undiscounted cash flows.

Financial No <6 Between 6 Between 1 Between 2 >5 Total Carrying
liabilities contractual months months yearand 2 years and years value
maturity oron and 1 year years 5 years
date demand
2023 £'000 £'000 £000 £000 £000 £000 £'000 £'000
Insurance — — 484 486 1,384 4,443 6,797 6,797
liabilities
Creditors — 154 — — —_ - 154 154
Total — 154 484 486 1,384 4,443 6,951 6,951
Financial No <6 Between6 Between1 Between 2 >5 Total Carrying
liabilities contractual months months yearand2 yearsand vyears value
maturity oron and 1 year years 5 years
date demand
2022 £000 £000 £'000 £000 £000 £'000 £'000 £000
Insurance — — 793 696 1,780 4,221 7,490 7,490
liabilities
Creditors — 698 — — — — 698 698
Total — 698 793 696 1,780 4,221 8,188 8,188
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10  Risk management policies (continued)
Capital Management

The Company maintains sufficient capital to protect policyholders’ and creditors’ interests and satisfy
regulators whilst creating shareholder value.

The Company is regulated in respect of prudential requirements (including capitalisation) by the PRA.
The Company aims to hold capital sufficient to satisfy regulatory and shareholder requirements even
after the occurrence of one of a series of pre-specified financial market and insurance shocks. This risk
appetite provides for a buffer above Solvency Capital Requirement (“SCR") or Minimum Capital
Requirement (“MCR”") if MCR exceeds SCR to ensure that the Company is adequately capitalised.

The Company has complied with all externally and internally imposed capital requirements throughout
the year. The table below shows the breakdown of the Own Funds and SCR and MCR coverage

(unaudited):
2023 2022 Movement
£000 £'000 £'000
Eligible own funds to meet SCR 6,955 7,121 (166)
Eligible own funds to meet MCR 6,955 7121 (166)
Solvency Capital Requirement (SCR) 1,779 2,313 (534)
Minimum Capital Requirement (MCR) 3,495 3,543 (48)
Ratio of own funds to SCR 391 % 308 %
Ratio of own funds to MCR 199 % 201 %

There have been no material changes in the Company’s capital management process during the year.

1 Net operating expenses

a Net operating expenses
2023 2022
£'000 £'000
Staff costs (note 12) 305 164
Transactions costs 74 2
Professional services 370 497
Other expenses 137 45
‘ 886 708

Of the above £825k (2022: £629k) have been recharged to the Company from another group member
Marco Group Services Limited ("MGSL").
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14

15

Net operating expenses {continued)
b Auditor’s remuneration

The total remuneration payable by the Company excluding VAT, to its auditor in respect of the audit of
these financial statements, is shown below.

2023 2022
£'000 £000
Fees payable for the audit of the Company's financial statements 44 37

Employees and directors

The Company has no employees (2022: None). All staff are employed by other group companies and
the total recharge of wages and salaries including social security costs and pension contributions for
services to the Company amounted to £305k (2022: £164k). Staff costs are allocated on the basis of
activities undertaken by employees of Marco Group Services Limited (“MGSL"), a related undertaking,

for the benefit of the Company.

The Directors did not receive any emoluments in respect of their services to the Company (2022: £Nil).

Investment returns

2023 2022
£'000 £'000
Investment income
Interest income from cash and other financial investments 3 2
Income from financial assets 421 166
Realised gains on investments 60 16
Unrealised gains on investments 182 -
Investment expense
Unrealised losses on investments - (181)
Investment management expenses (33) (27)
633 (24)

Other non-technical expenses

Net foreign exchange losses of £102k (2022: gains of £536k) are included in the non-technical account.

Tax on profit

2023 2022
£'000 £000
Current tax:
Current tax on (loss)/profit for the year (53) 78
Total current tax (53) 78
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18

Tax on profit (continued)
Factors affecting the tax (credit)/charge for the year

The tax assessed for the year is the same as the weighted averaged rate of corporation tax in the UK of
23.52% (2022: 19%).

2023 2022
£'000 £000
({Loss)/Profit before taxation (225) 410
Profit before taxation multiplied by weighted average rate of
corporation tax in the UK of 23.52% (2022: 19%) (53) 78

Factors that may affect future tax charges

On 1 April 2023 the corporation tax rate increased to 25%. For the financial year ended 31 December
2023, the current weighted averaged tax rate was 23.52%. Deferred taxes at the Balance Sheet date
have been measured using these enacted tax rates and reflected in these financial statements.

Called up share capital

2023 2022

£°000 £'000

5,000,000 Ordinary shares of £1 each fully paid 5,000 5,000
Other creditors including tax and social security

2023 2022

£'000 £'000

Corporation tax 61 114

Amounts owed to group undertakings 83 470

144 584

Amounts owed to group undertakings are unsecured, interest free and repayable on demand.
Controlling party

The immediate and ultimate parent undertaking is Marco Capital Holdings Limited, a company
registered in Malta.

The smallest and largest group of undertakings which has produced consolidated financial statements,
and of which the Company is a member, is Marco Capital Holdings Limited, a company incorporated in

Malta. Group financial statements for this company are available from the Company'’s registered office
171 Old Bakery Street, Valletta VLT1455.

The ultimate controlling party is Oaktree Capital Group, LLC.
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19 Post balance sheet events

There have been no significant events after the Balance Sheet date and up to the date of signing these
financial statements.
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