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MARKETFORM MANAGING AGENCY LIMITED REPORT OF THE DIRECTORS

The directors have pleasure 1n presenting their Report together with the Financial Statements for the year ended
31 December 2011

Principal Activity

The company 1s the Managing Agent of Lloyd’s syndicate 2468 It 1s authorised and regulated by the Financial Services
Authority (registration number 204971) The principal activity of the company 1s to manage the insurance underwriting
of Syndicate 2468 which 1s conducted through the Lloyd's market The Syndicate historically specialised 1in
underwriting non-USA third party caswalty business The classes underwritten were Medical Malpractice, General
Liability, Professional Indemnity, Personal Accident, Products Guarantee and Directors and Officers Since 2009, the
Syndicate has expanded into other classes and now addittonally underwntes Bloodstock, Specie, Manne Liability, Hull,
Cargo, War, Political Violence and Polhitical Risk business

The Syndicate ceased writing Property business during 2011 due to the poor performance of this class of business

The company receives a fee for its services, calculated as a percentage of underwriting capacity managed, together
with profit commission charged to underwriting members of the syndicate

Results and Davidends

The profit for the year before taxation amounted to £2§,209 (2010 profit £148,921) The taxation charge was £6,843
(2010 charge £44,316), leaving a profit for the year of £14,366 (2010 profit - £104,605)

No interim dividend was paid (2010 £mil) The directors do not recommend the payment of a final dividend (2010
£ml)

Business Review
On an annual accounting basis Syndicate 2468 produced a loss in 2011 of £62 0m (2010 - loss of £81 0m)
The board resolved to leave the 2007 vear of account open due to the continuing uncertamty of Italian public hospital

medical malpractice reserves, from nine years of account The syndicate ceased underwriting this business for the 2009
year of account

As the Key Performance Indicators show, the company made a modest profitin 2011

Key performance indicators

2011 2010 Movement
Fee income £1,072,236 £1,034,839 36%
Profit commission mcome Nil Niu -
Retained expenditure £1,071,205 £930,918 15 1%
Profit after taxation £14,366 £104,605 (86 3)%
Dividends paid and proposed Nil Nil -
Net current assets £3,521,908 £3,507,542 0 4%
Net assets £3,433,354 £3,418,988 0 4%

Other performance indicators

Staff Matters

All staff are employed by the group service company Marketform Management Services Limited The company
considers staff to be a key resource and seeks to provide a good working environment for staff that 1s safe and complies
with appropnate employee legislation During the year we had two minor workplace accidents reported A qualified
doctor attended to the employees and both made a satisfactory recovery
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Environmental Matters

The company does not consider that a business such as a Managing Agent at Lloyd’s has a large adverse impact upon
the environment As a result the company does not manage 1ts busmess by reference to any environmental key
performance indicators Directors and employees of the company are not provided with company cars and travel
requisitions and expenses are subject to review as to whether the journey 15 necessary for the business The company
seeks to maintain a high proportion of its records electronically To help achieve this the company 15 a party to the
current electronic data exchange programme 1n the London market, which 15 intended to reduce the amount of paper
records circulating 1n the market

Future Developments

The syndicate stamp capacity for the 2012 underwriting year of account 1s £145m

The market environment remains challenging and this 15 expected to be the case throughout 2012 Considerable focus
and emphasis 1s being placed on achieving the business plan’s forecast profit or better It 1s possible that the Syndicate
may extend the lines of business written within the current classes but no new classes of business are currently planned

Risk Management

To support the achievement of the Managing Agency’s business strategy 1t has adopted an enterprise risk management
framework which ensures that all nsks associated with the syndicate’s activities are wentified, measured, prioritised
and proactively managed 1n a consistent and effective manner across the organisation Most of the risk inherent in the
business 1s 1n relation to the activities of Syndicate 2468 and therefore to date much emphasis has been placed on the
Syndicate’s operaticns

The board has agreed an overall Risk appetite statement Risk appetite 1s not an absolute hmit

As a Managing Agent at Lloyd’s the majority of the nsks to this company’s future cash flows arise from its income
ansing from the management of its Lloyd’s syndicate As detailed below, these risks are mostly managed by this
company 1n 1ts role of managing the syndicate The risks to this company are to the level of fees and profit commissions
recevable from the managed syndicate, which will be largely governed by the future size and profitability of the
syndicate If the results of the syndicate are not considered adequate by the members of the syndicate then support may
be reduced along with potential income to this agent Any losses suffered by the syndicate will potentially reduce the
capital available to support the syndicate in future years In such circumstances to avoid a reduction in capacity
managed the Managing Agent 1s dependant upon the existing members finding additional capital or attracting new
members to the syndicate If signmificant losses are made by the syndicate this company may be at nisk of hitigation 1f
capital providers to the syndicate or other third parties consider they have suffered a loss due to inadequate
management of the syndrcate

During 2011 the Risk Management Function has been actively engaged in the preparation of the business for Solvency
I, working with the syndicate’s actuaries to develop its Internal Model, Risk Framework and ORSA 1n line with
Solvency Il requirements

Insurance Risk

The insurance nisks faced by the syndicate include the occurrence of catastrophic events, downward pressure on pricing
of nisks, reductions 1n business volumes, disputes with reinsurers and the risk of inadequate reserving

The company manages the risks anising from 1ts managed syndicate by exercising close management control, risk
management and monitoring of the syndicate’s activities  This 1s achieved by the company as Managing Agent
ensuring, through the presence of its directors on the key management commuttees of the syndicate, that they are
involved 1n setting the control and operational environment for the syndicate and monitoring its performance and
adherence to procedures The supervision by Lloyd’s and the Financial Services Authority includes the monitoring of
their requirements concerning the management of the syndicate’s risks
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Investment and Currency Risks

The other significant nisks faced by the syndicate are with regard to the investment of the available funds within its
custody The elements of these nisks are investment risk, liquidity risk, currency risk and interest rate nsk To mitigate
these, the investment of surplus syndicate funds 1s managed by external investment managers The Managing Agent
monitors the performance of the external investrnent managers on a regular basis and periodically agrees with them the
mnvestment strategy to be adopted to mitigate nsks of interest rate fluctuation and credit nisks and to provide appropriate
liquidity In order to minimise investment, credit and hquidity risk the company’s funds are mvested in highly rated
and readily realisable investments The investment managers are advised to monitor the economic situation and to
anticipate future interest rate movements 1n order to manage investment values and returns and mitigate interest rate
nisks Corporate investments are held mainly 1n sterling as most expenses likely to be mcurred by the company, and 1ts
financial reporting, are 1n sterling

Credit Risk

Credit nsk represents the nisk of loss 1f another party fails to perform its obligations or fails to perform them 1n a timely
fashion The syndicate’s mamn credit risk relates to the ability of the syndicate’s remnsurers to pay due recoveries (e g
due to remnsurer failure)

The board of the Managing Agent has established policies with regard to minimum rensurance security ratings and
exposure to individual remnsurer entittes The Reinsurance Committee (RC) momtors these policies on a regular basis
and 15 required to approve all new remnsurers or change 1n participation before business 1s placed with them The Credit
Control Working Group regularly monitors reinsurance aged debt and bad debt

Certain transactions entered into give rise to credit nsk To mutigate this risk, and where appropriate, counterparties are
subject to credit checks and security rating checks

Regulatory Risk

Approval to be a Managing Agent of a Lloyd’s syndicate 1s subject to continuing approval by Lloyd’s and the Fiancial
Services Authority The risk of this approval being removed 1s mitigated by monttoring and fully complying with all
requirements 1n relation to a Lloyd’s Managing Agent and also to the operations of its managed syndicate In addition
as a Managing Agent, Lloyd’s requires a mimimum level of available funds to be maintained by the company The risk
of failling to meet this requirement 1s mitigated by monitoring the level of assets held and ensuring a reasonable margin
n excess of requirements 15 maintaied

The capital requirements to support the proposed amount of syndicate capacity for future years are subject to the
requirements of Lloyd’s and FSA A variety of factors are taken into account by Lloyd’s 1n setting these requirements
including market conditions and syndicate performance and although the process 1s intended to be fair and reasonable
the requirements can fluctuate from one year to the next, which may constrain the volume of underwriting the syndicate
1s allowed to underiake 1n future years

Operational Risk

Operational risk refers to the risk of loss resulting from inadequate or failed internal processes, people or systems, or
from external events Operational risk 1s inherent i all other risk headings above, and 1s mitigated and managed
through the exercise of the management controls and the actions described above

The main additional exposures are 1n relation to business continuity, 1 ¢ the nsk that the ability of the group to continue
in business will be affected by events not reflected under other headings, for example the impact of terrorist activity In
this respect, the group maintains a Business Continuty Plan (BCP), which sets out the main anticipated risks, including
those relating to the robustness and sustainability of IT infrastructure and business apphcations, and the arrangements
to mitigate those risks The BCP 1s monitored and updated regularly
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Other exposures are 1n relation to loss of key staff, lack of control of expenses, fraud and outsourcing nisk A variety of
methods are used to mitigate these exposures These include

Structured process of testing of processes and systems by internal audit,
Maintaiming sufficient personnel with appropriate experience,
Established authorisatton policies in place and use of procedure manuals,
Tramng,

Monutoring of experience against expected by relevant committees,
Disaster planning and testing,

Group Risk

Group risk represents risks ansing from membership of a corporate group The main group risk relates to a withdrawal
of capital by the parent company affecting the syndicate’s abihty to trade The company considers contingency plans
for such an event

Liquidity Risk

Liquidity risk represents risks that sufficient financial resources are not maintained to meet hiabihities as they fall due
The syndicate’s approach 15 to manage 1ts liquudity position so that 1t can fund such obligations as they fall due
Budgetary and cash flow planning 1s conducted by the Finance Department and reviewed by the board

The syndicate 15 exposed to pertodic calls on its available cash resources, principally from market settlement practices
mn relation to the payment of premwms to msurers Liquidity nsk anses where cash may not be available to pay
obligations when due The syndicate’s approach 1s to manage 1ts iquidity position so that it can fund such obligations
as they fall due, by retaming surplus funds within its insurance ledgers expressly for that purpose The funds held
within the msurance ledgers are reviewed on a regular basis to ensure sufficient hquidity 15 maintained to cater for the
contractual obhigations concemed

OTHER DISCLOSURES
Directors

The directors of the company, who served during the year ended 31 December 2011 and up to the date of
this report, were as follows

S E H Barr

J A Cooper

R A Doubtfire — resigned 31/12/2011
A C Durkin

S P Lotter

J E Mumford

P V Olsen

JGF O'Neill

A S Ribaudo -~ appointed 02/04/2012
S G Turner — resigned 13/01/2012

G R A White

Disclosure of Information to the Auditors
The directors who held office at the date of the approval of this Directors’ Report confirm that, so far as they are
individually aware, there 1s no relevant audit information of which the company’s auditors are unaware and each

director has taken all the steps that he/she ought to have taken as director to make himself/herself aware of any relevant
audit information and to establish that the company’s auditors are aware of that information

Auditors
Littlejohn LLP has signified its willingness to continue in office as auditors

Approved by Order of the Board

A C Durkin
Company Secretary

1 May 2012




MARKETFORM MANAGING AGENCY LIMITED STATEMENT OF DIRECTORS' RESPONSIBILITIES

The directors are responsible for prepanng the Directors report and the financial statements i accordance with
apphcable law and regulation Company law requires the directors to prepare financial statements for each financial
year Under that law the directors have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law) Under company
law, the directors must not approve the financial statements unless they are satisfied that they are a true and fair view of
the state of affairs of the company and of the profit and loss of the company for that period In preparing these financial
statements, the Directors are required to

= select suitable accounting policies and then apply them consistently,
» make judgments and accounting estimates that are reasonable and prudent,

» state whether applicable United Kingdom accounting standards have been followed, subject to any matenal
departures disclosed and explamned 1n the financial statements, and

e prepare the financial statements on the going concern basis unless 1t 15 nappropriate to presume that the
company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explam the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and to
enable them to ensure that the financial statements comply with the Companies Act 2006 They are also respansible
for safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of
fraud and other wregularities The directors are responsible for ensuring that the Directors Report 1s prepared m
accordance with company law in the United Kingdom




MARKETFORM MANAGING AGENCY LIMITED REPORT OF THE AUDITORS

Independent Auditors’ report to the shareholders of Marketform Managing Agency Limited

We have audited the Financial Statements of Marketform Managing Agency Limited for the year ended 31 December
2011 which comprise the Profit and Loss Account, the Balance Sheet, the accounting policies and the related notes
The financial reporting framework that has been applied in their preparation 1s applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

This report 15 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 n an auditor’s report and for no other purpose To the fullest extent permitted
by law, we do not accept or assume responsibihity 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 !

Respective Responsibilities of Directors and Auditors

As explained more fully in the Directors’ Responsibilities Statement, the Directors are responsible for the preparation
of the Financial Statements and for being satisfied that they give a true and fair view Qur responsibility 15 to audit and
express an opuon on the Financial Statements in accordance with applicable law and International Standards on
Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board’s Ethical
Standards for Auditors

Scope of the audit of the Financial Statements

An audit involves obtaimng evidence about the amounts and disclosures 1n the Financial Statements sufficient to give
reasonable assurance that the Financial Statements are free from material misstatement, whether caused by fraud or
error This includes an assessment of whether the accounting policies are approprniate to the Company’s ¢ircumstances,
and have been consistently applied and adequately disclosed, the reasonableness of significant accounting estimates
made by the Directors, and the overall presentation of the Financial Statements

Opinion on Financial Statements
In our opimion the Financial Statements

e  pive a true and fair view of the state of the Company’s affairs as at 31 December 2011 and of 1its profit for
the vear 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
Opmion on other matter prescribed by the Companies Act 2006

In our opimion the information given in the Directors’ Report for the financial year for which the Financial Statements
are prepared 15 consistent with the Financial Statements

Matters on which we are required to report by exception '

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to

you if, 1n our opimon

+ adequate accounting records have not been kept, or retums adequate for our audit have not been received from
branches not visited by us, or

+ the 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 audn

Coonnnia QD@U\

Carmine Papa (Semior statutory auditor) 1 Westferry Circus
For and on behalf of Littlejohn LLP Canary Wharf

Statutory auditor London E14 4HD
Ly YA 2012




MARKETFORM MANAGING AGENCY LIMITED

Turnover
Administrative expenses

Operating Profit
Interest receivable
Profit on Ordinary Activities before Taxation

Taxation on profit on ordinary activities

Profit for the Financial Year

All tumover relates to continuing activities

PROFIT AND LOSS ACCOUNT
Year ended 31 December 2011

Note

1

2011 2010
1,077,236 1,079,839
(1,071,205)  (930,918)

6,031 148,921
15,178 -
21,209 148,921
(6,843)  (44,316)

£14366  £104,605

There 15 no matenal difference between the reported results stated above and the results for those years restated on

a histoncal cost basis

The company had no recognised gains or losses other than the profit for the financial year as stated above

The Accounting Policies and Notes on pages 11 to |5 form part of these Financial Statements

9




MARKETFORM MANAGING AGENCY LIMITED

Company number 358430

Current Assets

Debtors
Cash at bank and 1n hand

Creditors: amounts falling due within one
year

Net Current Assets
Total Assets less Current Liabilities

Creditors: amounts falling due after more
than one year

Net Assets

Capital and Reserves

Called up share capital - equity
Profit and Loss Account

Shareholders’ funds

Approved by theg, Board on 1 May 2012

Note 2011
5 1,057,705
2,736,609
3,794,314
6 (272,406)
3,521,908
3,521,908
7 (88,554)
£3,433,354
8 500,000
9 2,933,354
10 £3,433,354
Darector

BALANCE SHEET
At 31 December 2011

2010
62,260
4,284,131
4,346,391
(838,849)

3,507,542

3,507,542

(88,554)

£3,418,988

500,000

2,918,988

£3,418,988

The Accounung Polictes and Notes on pages 11 to 15 form part of these Financial Statements

10




MARKETFORM MANAGING AGENCY LIMITED ACCOUNTING POLICIES

Basis of Accounting

The Financial Statements are prepared under the historical cost basis of accounting and comply with applicable
Accounting Standards

The company’s business activities, together with the facts likely to affect its future development are set out in the
Directors report on pages 3 to 6 The company has sufficient financial resource, together with support from 1ts
immediate parent undertaking to meet its day to day working capital requirements

The directors have a reasonable expectation that the company has adequate resources to continue in operattonal
existence for the considerable future, and continue to adopt the gong concern basis fer accounting in preparing the
annual financial statements

The company 15 a wholly owned subsidiary of Marketform Group Limited and 1s included i the consolidated
financial statements of Marketform Group Limited The company has therefore claimed the exemption under
Financial Reporting Standard 1 “cashflow statements” from preparing a cashflow statement

Turnover

Turnover represents Agency fees and profit commission payable to the company from Lloyd’s Syndicate 2468

In accordance with Financial Reporting Standard 5 Note G, agency fees payable to the company under agency
agreements with members of Lloyd’s are recognised when the contractual right to such fees 15 established, and to
the extent that the company’s obligations under those agency agreements have been performed Revenue that has
been credited 1n the company’s books, but not yet recognised as income n accordance with the policies described
above, 1s credited to the deferred income account in the company’s balance sheet

Profit commusston ansing from agency agreements with members of Lloyd’s 1s recogmised when the contractual
right to such profit commaission 1s established, but only to the extent that a rehiable estimate of the amount due can

be made Such estimates are made on a prudent basis that refiects the level of uncertainty involved

Depreciation

The company does not own any tangible fixed assets Depreciation 1s recharged for the usage by the company of
any group tangible fixed assets

Deferred Taxation

Deferred Taxation 15 provided at anticipated tax rates on differences arising from the inclusion of items of income
and expenditure n taxation computations in periods different from those in which they are included n the
Financial Statements Provision 1s made to the extent that 1t 1s likely that the hability or asset will crystallise in
the foreseeable future

Leasing Agreements

Rentals paid under operating leases are charged to income as incurred

Pension Contributions

The group makes payments into certain employees’ personal pension plans The pension charge represents
contributions payable by the company for the year The group's liability 1s limited to the amount of the contributions

Group Undertakings
All ntra group debtors and creditors are repayable on demand and no interest 1s charged

Dividend Recognition

Dividends are recognised when declared

11




MARKETFORM MANAGING AGENCY LIMITED NOTES TO THE FINANCIAL STATEMENTS

1.

Operating Profit

This 1s stated after charging

2011 2010
Depreciation recharged from group service company £9,810 £4,518
Auditors’ remuneration -audit £7,200 £7,200
Rental of premises - recharge by group company £20,682 £21,408

The company’s turnover all anses 1n the UK from its principal activity as a Lloyd’s Managing Agent
The subsidiary 1s included 1n the consolidated accounts of its ultimate UK parent undertaking The disclosure of
remuneration for non audit services are disclosed 1n those consolidated accounts

Employees

All employees costs are incurred by a fellow subsidiary undertaking Marketform Management Services

Limited These salary costs are allocated to various group undertakings to reflect the time employees spend on
that company’s affairs The total amounts allocated to this company are as follows

2011 2010
Staff Costs (including directors)
Wages and salaries 629,903 595,317
Social security costs 71,957 84,050
Other pension costs 73,344 44,940

£781,204 £724,307

The company had no employees during the year Average number of employees of the group are disclosed in
the consolidated accounts of the ultimate UK parent undertaking

Directors’ Emoluments

2011 2010
Aggregate emoluments 399,608 369,341
Company pension contrnibutions to personal pension plans 47,808 21,425

447,416 390,766

The highest paid director received emoluments and benefits as

Follows
Aggregate emoluments 80,208 152,500
Company pension contributions to personal pension plans 20,643 -

100,851 152,500

Company pension contributions to personal pension plans have been made to 5 (2010 — 5) directors

12




MARKETFORM MANAGING AGENCY LIMITED NOTES TO THE FINANCIAL STATEMENTS

3. Taxation

2011 2010
Analysis of Charge in Year
Current tax
Group rehef 5,819 44,145
Adjustments in respect of previous years - -
Current tax on profit on ordinary activities 5,819 44,145
Deferred tax charge 1,024 171
Tax on profit on ordinary activities £6,343 £44 316

Factors affecting tax charge for year

The tax assessed for the year 1s different than the standard rate of corporation tax in the UK of 26 5% (2010 —
28%) The differences are explaned below

2011 2010
Profit on ordinary activities before tax 21,209 148,921
Profit on ordinary activities multiplied by standard
rate of corporation tax in the UK of 26 5% (2010 -
28%) 5,620 41,698
Effects of
Expenses not deductible for tax purposes 1,389 2,447
Timing differences - -
Group relief (1,190) -
Current tax charge for year £5,819 £44.145
Deferred tax
2011 2010
Balance 1 January 1,024 1,195
Movement 1n year (1,024} (171)
Balance 31 December - £1,024
The deferred tax balance represents timing differences
4 Dividends
2011 2010

Ordmnary dividend - paid - "

13




MARKETFORM MANAGING AGENCY LIMITED

5

10.

Debtors

Other Debtors

Amounts due from group undertakings
Prepayments

Accrued Income

Deferred tax

Creditors: amounts falling due within one year

Amounts owed to group undertakings
Deferred mcome
Accruals

NOTES TO THE FINANCIAL STATEMENTS

Creditors: amounts falling due after more than one year

Deferred income

Called-up Share Capital

Ordinary shares of £1 each

Profit and Loss Account
Balance as at 1 January
Profit for the year

Balance as at 31 December

Reconciliation of Shareholders’ Funds

Opening shareholders’ funds
Profit for the financial year

Closing shareholders’ funds

2011 2010
5,000 -
988,517 -
48,652 45,700
15,536 15,536
- 1,024
£1,057,705 £62,260
2011 2010
- 576,673
234,585 219,321
37,821 42,855
£272,406 £838,849
2011 2010
88,554 88,554
£88,554 £88,554
2011 2010 2011 2010
Allotted, called up
Authorised and fully paid
£500,000 £500,000 £500,000  £500,000
2011 2010
2,918,988 2,814,383
14,366 104,605
£2,933,354 £2,918,988
2011 2010
3,418,988 3,314,383
14,366 104,605
£3,433,354  £3,418,988

14




MARKETFORM MANAGING AGENCY LIMITED NOTES TO THE FINANCIAL STATEMENTS

11. Ultimate Parent Undertaking
The immediate parent company 1s Marketform Holdings Limited, a company incorporated in England and Wales
The ultimate UK parent company 1s Marketform Group Limited, a company incorporated m England and Wales
The ultimate parent company 1s Amencan Financial Group Inc, a company incorporated in Ohio, USA  Copies
of their financial statements may be obtained from 301 E 4* Street, Cincinnati, Ohio

12. Pension Scheme
The group makes contnbutions to employees’ personal pension plans

The total conmbutions paid in the year and charged to this company amounted to £73,344 — (2010 - £44,940)
No contributions were outstanding at 31 December 2011 (2010 - £N1l)

13. Related Party Transactions
The company has taken advantage of the exemption, permitted by Financial Reporting Standard No 8 (“FRS
8™}, from the requirement to disclose related party transactions with other Group entities where all subsidiaries

that are party to the transaction are wholly owned by a member of the Group

The company has included n turnover management fees duning the year of £1,072,236 (2010 £1,034,839)
and profit commisston £mil (2010 £ml) from Lloyd’s Syndicate 2468

The directors are satisfied that there are no other material related party transactions requinng disclosure under
FRS 8
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