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Eleo Underwriting Limited
Report of the Directors

The Directors present their Report together with the Financial Statements of the Company for the year ended 3! December 2015

Principal activities

The principal activity of the Company 1s that of trading as a Lloyd’s corporate capital member The Company continues to trade 1n 2016
and the Directors expect this year's result to be profitable

Results and dividends

The results for the year are set out on pages 7 to 8 of the Financial Statements Dividends totalling £n1l were paid n the year (2014
£ml)

Directors
The Directors who served at any time during the year were as follows

Penclope Ann Baxter Deakin
Nomina Plc

Directors’ responsibilities

I he Dhrectors are responsible for prepanng the Report of the Directors, the Strategic Report and the Financial Statements in accordance
with applicable laws and regulations

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 Accounting Standards and applicable law (UK Generally
Accepted Accounting Practice) 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 penod In
preparing those Financial Statements the Directors are required to

s select sutable accounting policies and then apply them consistently,
make judgements and accounting estimates that are reasonable and prudent,

e state whether applicable accounting standards have been followed, subject to any material departures disclosed and explained in the
Financial Statements, and

e prepare the Financial Statements on the going concern basis unless it 1s inappropriate to presume that the Company will continue n
business

The Directors are responsible for keeping adeguate accounting records that are sufficient to show and explamn the Company’s transactions
and disclose with reasonable accuracy at any tume 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 responsible for safeguarding the assets of the Company and hence for
taking reascnable steps for the prevention and detection of fraud and other irregulanties




Elco Underwriting Limited
Report of the Directors (continued)

Auditors
t  PKF Littlejohn LLP has signified its willingness to conunue 1n office as auditors
n  Disclosure of information to the Auditors
In the case of each of the persons who are Directors at the time this report 1s approved, the following applies
* 30 far as the Directors are aware, there 15 no relevant audit information of which the Company $ auditors are unaware, and

s they have taken all the steps that they ought to have taken as a Director 1n order to make themselves aware of any relevant audit
information and to establish that the Company’s auditers are aware of that information

Approved by the Board of Directors on 23 August 2016 and signed on 1ts behalf by

Mampoen  Legan ¢ L

Hampden Legal Ple
Secretary




Elco Underwriting Limited
Strategic Report

The Directors present their Strategic Report for the year ended 31 December 2015

Business review and future developments
The Financial Statements incorporate the annual accounting results of the syndicates on which the Company participates for the 2013,

2014 and 2015 years of account, as well as any prior run-off years The 2013 year closed at 31 December 2015 with a result of £35,348
(2012 £33,039) The 2014 and 2015 open underwriting accounts will normally close at 31 December 2016 and 2017

Key performance indicators

The Directors monitor the performance of the Company by reference to the following key performance indicators

2015 2014

Capacity (youngest underwriting year) 387,021 402,163

Gross premium wriiten as a % of capacity 89 6% 80 6%
Underwniting profit of latest closed year

as a % of capacity 1! 8% 11 0%

Run-off years of account movement - -

Other performance indicators

As aresult of the nature of this Company as a Lloyd’s corporate member the majonty of its activities are carried out by the syndicates in
which it participates  The Company 1s not involved directly in the management of the syndicates’ activities, including employment of
syndicate staff, as these are the responsibility of the relevant managing agent Each managing agent will also have responsibility for the
environmental activities of each syndicate, although by their nature, insurers do not produce significant environmental emissions As a
result, the Directors of the Company do not consider it appropriate to monitor and report any performance indicators in relatton to staff
or environmental matters

Firancial risk management objectives and policies

As a corporate member of Lloyd’s the majonty of the nisks to this Company’s future cash flows anse from 1ts participation in the results
of Lloyd’s syndicates  As detailed 1n Note 4, these nsks are mostly managed by the managing agent of the syndicate The Company’s
role in managing this risk 1s hmited to selection of syndicate participations and monitoring performance of the syndicates The Company
1s also directly exposed to these risks, but they are not considered material compared to the syndicate risk for the assessment of the assets,
labihties, financial position and profit or loss of the Company

Approved by the Board of Directors on 23 August 2016 and signed on 1ts behalf by

Mwmpwf\ legen P -

Hampden Legal Plc
Secretary




Elco Underwriting Limited
Independent Auditor’s Report

Independent Auditor’s Report to the Members of Elco Underwriting Limited

We have audited the Financial Statements of Elco Underwriting Limited for the year ended 3 1 December 2015 which compnise the Profit
and Loss Account, the Statement of Comprehensive Income, the Balance Sheet, the Statement of Changes in Shareholders® Equity, the
Cash Flow Statement and the related notes The financial reporting framework that has been applied i1 their preparation 1s applicable
law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including FRS 102 “The
Financial Reporting Standard applicable in the UK and Republic of Ireland”

This report 18 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 1n
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

Respective responsibilities of Directors and Auditors

As explained more fully 1n 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 1s to audit and express an opimion 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 obtaining evidence about the amounts and disclosures 1n the Fmancial 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 polictes are appropnate to the Company’s circumstances and have been consistently apphed and
adequately disclosed, the reasonableness of significant accounting estimates made by the Directors, and the overall presentation of the
Financial Statements In addition, we read all the financial and non-financial information m the Report of the Directors and Strategic
Report to 1dentify material inconsistencies with the audited Financial Statements and to 1dentify any information that i1s apparently
materially incorrect based on, or materially inconsistent with, the knowledge acquired by us in the course of performing the audit If we
become aware of any apparent materiai misstatements or inconsistencies we consider the tmplications for our report

Opinion on Financial Statements
In our opinton the Financial Statements

s pgive atrue and fair view of the state of the Company’s affairs as at 31 December 2015 and of its result for the year then ended,
* have been properly prepared 1n accordance with United Kingdom Generally Accepted Accounting Practice, and
* have been prepared 1n accordance with the requirements of the Compames Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the nformation given in the Report of the Directors and Strategic Report for the financial year for which the Financial
Statements are prepared 1s consistent with the Financial Statements

Matters on which we are required to report by exception

We have nothing to report 1n respect of the following matters where the Companies Act 2006 requires us to report to you 1f, m our
oplnion

* adequate accounting records have not been kept. or returns 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 audit

Carmine Papa (Senior statutory auditor) 1 Westferry Circus
For and on behalf of PKF Littlejohn LLP Canary Wharf
Statutory auditor Londen
23 August 2016 El4 4HD




Elco Underwriting Limited

Profit and Loss Account
Technical Account — General Business
for the year ended 31 December 2015

Note
Premiums written
Gross premiums written 5,6
Outward remsurance premiums
Net premiums written
Change 1n the provision for unearned 7
premiums
(Gross provision
Reinsurers’ share
Net change 1n the provision for unearned premiums

Earned premiums, net of reinsurance

Allocated investment return transferred from the
non-technical account

Other technical income, net of reinsurance

Total technical income

Claims paid

Gross amount

Reinsurers’ share

Net claims paid

Change 1n the provision for claims

Gross amount

Reinsurers’ share

Change 1n the net provision for claims 7
Claims incurred, net of reinsurance

Changes 1n other technical provisions, net of remnsurance
Net operating expenses 8

Other technical charges, net of reinsurance

Balance on the technical account for general business

The Notes are an integral part of these Financial Statements

(131,898)
22,624

(109,274)
(16,380}
(1,883}

(18,263)

2015

346,936
(62,330)

284,606

(11,199)
2,859

(8,340)

276,266

3,066

279,332

(127,537)

842
(123,005)

29,632

(123,945)
24,377

(99,568)
(8,420)
(4,851)

(13,271)

2014
£

324,017
(54,923)

269,094

(30,233)
2,438

(27,795)

241,299

6,162

247,461

(112,839)
(108,773)

25,849




Elco Underwriting Limited

Profit and Loss Account

Non - Technical Account
for the year ended 31 December 2015

Note 2015 2014

£ £
Balance on technical account for general business 29,632 25,849 \
Investment income 9 11,517 11,688 '
Unrealised gains on investments 9 33,669 2,138 |
Investment expenses and charges 9 (3,028) (2,421) \
Unrealised losses on investments 9 (3,945) 9,.273)
Allocated investment return transferred to the general business technical account (3,066) (6,162)
Other income 93 {16)
Other charges (6,987) (21,294)
Profit/(loss) on ordinary activities before taxation 10 57,885 509
Tax on profit/(loss) on ordmary activities 1 (9,698) (1,203)
Profit/(loss) for the financial year 48,187 (694)
Statement of Comprehensive Income 2015 2014

£ £
Profit/(loss) for the financial year 48,187 (694)
Other comprehensive income
Currency translation differences 1,890 2,319
Tax on other comprehensive Income (359) {464) ;
Total comprehensive income for the financial year 16 49,718 1,161

All amounts relate to contimuing operations

The Notes are an integral part of these Financral Statements




Elco Underwriting Limited

Balance Sheet
as at 31 December 2015

31 December 2015 31 December 2014
Syndicate Syndicate
participation Corporate Total participation Corporate I otal
Note £ £ £ £ £ £
Assets
Intangible assets 12 - 7,190 7,190 - 12,648 12,648
Investments
Financial investments 13 355,373 100,500 455,873 346,774 68,750 415,524
Deposits with ceding undertakings 34 - 34 91 - 91
355,407 100,500 455,907 346,865 68,750 415,615
Rensurers’ share of technical provisions
Provision for unearned premiums 7 22,796 - 22,796 £5,302 - 15,302
Claims outstanding 7 81,351 - 81,351 82,811 - 82,811
Other technical provisions 842 - 842 2,878 B 2,878
104,989 - 104,989 100,991 - 100,991
Debtors
Arising out of direct insurance operations
- Policyholders 4 - 4 155 - 155
- Intermediaries 71,6599 - 71,699 67,642 - 67,642
Arising out of reinsurance operations 101,041 - 101,041 76,239 - 76,239
Other debtors 14 43,508 226,009 269,517 29,445 226,642 256,087
216,252 226,009 442261 173,481 226,642 400,123
Other assets
Cash at bank and in hand 17,684 57,201 74,885 16,838 25,866 46,704
Other 18,171 - 18,171 17,782 - 17,782
35,855 57,201 93,056 34,620 29,866 64,486
Prepayments and accrued income
Accrued interest 336 - 336 359 - 359
Deferred acquisition costs 7 41,833 - 41,833 36,789 - 36,789
Other prepayments and accrued mcome 1,245 - 1,245 1,336 - 1,336
43414 - 43414 38,484 - 38,484
Total assets 755,917 390,900 1,146,817 694,441 337,906 1,032,347

The Notes are an integral part of these Financial Statements



Elco Underwriting Limited

Balance Sheet
as at 31 December 2015

Note

Liabilities and shareholders’ funds

Capital and reserves

Called up share capital 15
Share premium account
Profit and loss account 16

Shareholders’ funds

Technical provistons

Provision for unearned premiums
Claims outstanding ~ gross amount
Other technical provisions

~1 -]

Provisions for other risks and charges
Deferred taxation 17
Other

Deposits received from reinsurers

Creditors

Ansing out of direct insurance operations
Ansing out of reinsurance operations
Amounts owed to credit instiutions
Other creditors including taxation

and social secunity 18

Accruals and deferred income
Total habilities

Total habilities and shareholders’
funds

The Financ:al Statements were approved
by

31 December 2015

31 December 2014

Syndicate Syndicate
participaticn Corporate Total parqicipation Corporate Total
£ £ £ £ £ £
- 250 290 - 250 290
58,124 364,947 423,071 51,447 321,906 373,353
58,124 365,237 423,361 51,447 322,196 373,643
160,536 - 160,536 145,445 - 145,445
439,912 - 439,912 415,324 - 415,324
600,448 - 600,448 560,769 - 560,769
- 11,043 11,043 - 7,987 7,987
11,043 11,043 - 7,987 7,987
100 - 100 78 - 78
9,156 - 9,199 8,019 - 8,019
48,950 - 48,950 42,065 - 42,065
39,025 4,865 43,890 28,517 - 29,517
97,174 4,865 102,039 79,601 - 79,601
71 9,755 9,826 2,546 7,723 10,269
697,793 25,663 723,456 642,994 15,710 658,704
755,917 390,900 1,146,817 694,441 337,906 1,032,347

Jeremy Richard Holt Evans for and on behaif of Normina Ple

Director

Company registration number 3637536

The Notes are an integral part of these Financial Statements

thorised for 1ssue by the Board of Directors on 23 August 2016 and signed on 1ts behalf



Elco Underwriting Limited

Statement of Changes in Shareholders’ Equity
for the year ended 31 December 2015

Share
Called up premium Profit and

Note share capital account loss account Total

£ £ £ £

At | January 2014 290 - 372,192 372,482
Profit/(loss) for the financial year 21 - - (694) {694)
Other comprehensive income - - 1,855 1,855
Dividends pad 16 - - - -
Proceeds from 1ssue of shares 15 - - R -
At 31 December 2014 21 290 - 373,353 373,643
At 1 January 2015 290 - 373,353 373,643
Profit/(loss) for the financial year - - 48,187 48,187
Other comprehensive income - - 1,531 1,531
Dividends pard 16 - - - -
Proceeds from 1ssue of shares 15 - - - -
At 31 December 2015 290 - 423,071 423,361

The Notes are an integral part of these Financial Statements

11




Elco Underwriting Limited

Cash Flow Statement
for the year ended 31 December 2015

2015 2014
£ £
Cash flows from operating activities
Profit/(loss) on ordinary activities before tax 57,885 509
Deduction of (profit)/loss attributed to syndicate transactions (38,345) (33,686)
Distribution/(collection) of closed year result from/(to) syndicates 33,558 24,843
Profit/(loss) excluding syndicate transactions 53,098 (8,334)
Adjustments for
{Increase)/decrease n debtors (953) {39,525)
Increase/(decrease) in creditors 2,034 3,903
(Profit)/loss on disposal of intangible assets (93) 16
Amortisation of syndicate capacity 5,458 18,029
Investment income (3,397) (2,970)
Realised/unrealised {gains)/losses on invesiments (31,750) 7,000
Income tax paid (552) (519)
Net cash inflow/(outflow) from operating activities 23,845 (22,400)
Cash flows from investing activities
Investment income 3,397 2,970
Purchase of syndicate capacity a7 (1,556)
Proceeds from sale of syndicate capacity 110 -
Purchase of investments - -
Proceeds from sale of investments - -
Net cash inflow/(outflow) from investing activities 3,450 1,414
Cash flows from financing activities
Equity dividends paid - -
[ssue of shares - -
Net cash inflow/{outflow) from financing activities - -
Net increase/(decrease) 1n cash and cash equivalents 27,335 (20,986)
Cash and cash equivalents at beginming of year 29,866 50,852
Effect of exchange rate changes on cash and cash equivalents - -
Cash and cash equivalents at end of year 57,201 29,866
Cash and cash equivalents comprise
Cash at bank and wn hand 57,201 29,866
Other financial investments - -
Cash and cash equivalents 57,201 29,866

The Company has no control over the disposition of assets and habilities at Lloyd’s Censequently, the Cash Flow Statement 1s prepared
reflecting only the movement in corporate funds, which includes transfers to and from the syndicates at Lloyd’s

The Notes are an integral part of these Financial Statements
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Elco Underwriting Limited

Notes to the Financial Statements
for the year ended 31 December 2015

1 General information

The Company 15 a private company hnuted by shares that was incorporated 1n England and whose registered office 15 40 Gracechurch
Street, London, EC3V 0BT The Company participates in insurance business as an underwriting member of various syndicates at Lloyd’s

2. Accounting pohicies
Basis of preparation

These Financial Statements have been prepared in accordance with United Kingdom Accounting Standards, including FRS 102 “The
Financial Reporting Standard applicable in the UK and Republic of Ireland”, FRS 103 “Insurance Contracts’, the Companies Act 2006
and Schedule 3 of the Large and Medium sized Companies and Groups (Accounts and Reports) Regulations, relating to insurance

The Directors do not consider the Company to be a financial institution under FRS 102
Transition to FRS 162 and FRS 103

These Financial Statements for the year ended 31 December 2015 are the first Financial Statements that comply with FRS 102 and FRS
103 The date of transition 1s | January 2014 and the comparative figures have been restated accordingly The transition has resulted 1n
& small number of changes 1n accounting policies to those used previously The nature of these changes and their impact on the openmng
Balance Sheet and Profit and Loss Account are explamned below and 1n the notes

Going concern

The Company participates as an underwriting member of Lloyd’s Its underwniting i1s supported by Funds at Lloyd’s, either made
available by the Company directly or by 1ts members The Directors are of the opinion that the Company has adequate resources to meet
1ts underwnting and other operational obligations for the foreseeable future Accordingly, the going concern concept has been adopted
in the preparation of the Financial Statements

Basis of accounting

The Financial Statements are prepared under the historical cost basis of accounting modified to include the revaluation through profit
and loss of certain financal instruments held at fair value through profit or loss

The Financial Statements are prepared using the annual basis of accounting  Under the annual basis of accounting a result 1s determined
at the end of each accounting period, reflecting the profit or loss from providing nsurance coverage during that perniod and any
adjustments to the profit or loss of providing insurance cover duning earlier accounting periods

Amounts reported in the general business technical account relate to movements in the period 1n respect of all relevant years of account
of the syndicates on which the Company participates

Assets and liabilittes arising as a result of the underwniting activities are mamly controlled by the syndicates’ managing agents
Accordingly, these assets and liabilities have been shown separately in the Balance Sheet as “Syndicate participation” Other assets and
habiliies are shown as “Corporate™ The syndicate assets are held subject to trust deeds for the benefit of the syndicates’ insurance
creditors

The information mciuded 1n these Financial Statements in respect of the syndicates has been supplied by managing agents based upon
the various accounting policies they have adopted The following describes the policies they have adopted

General business

1 Premiums
Premiums wntten comprise the total premiums receivable n respect of business incepted during the year, together with any
differences between booked premiums for prior years and those previously accrued, and include estimates of premiums due but not

yet recervable or notified to the syndicates on which the Company participates, less an allowance for cancellations  All premiums
are shown gross of commission payable to intermedianies and exclude taxes and duties levied on them




Elco Underwriting Limited

Notes to the Financial Statements (continued)
for the year ended 31 December 2015

2.

11

Accounting policies (continued)
Unearned premiums

Wrnitten premium 1s earned according to the risk profile of the policy Unearned premuums represent the proportion of premums
written in the year that relate to unexpired terms of polictes n force at the Balance Sheet date, calculated on a time apportionment
basis having regard where appropriate, to the incidence of sk The specific basis adopted by each syndicate 1s determined by the
relevant managing agent

Deferred acquisition costs

Acquisttion costs, which represent commission and other related expenses, are deferred over the peniod in which the related
premiums are earned

Reinsurance premiums

Managing agents enter nto remnsurance contracts on behalf of syndicates, 1n the normal course of business, 1n order to hmit the
potential losses anising from certain exposures Reinsurance premium costs are allocated by the managing agent of each syndicate
to reflect the protection arranged 1n respect of the business wnitten and earned

Claims mmcurred and reinsurers’ share

Claims incurred compnse claims and settlement expenses (both internal and external) occurring in the year and changes i the
provisions for outstanding claims, including provistons for claims incurred but not reported and settlement expenses, together with
any other adjustments to claims from previous years Where applicable, deductions are made for salvage and other recovenies

The provision for claims outstanding comprises amounts set aside for claims notified and claims incurred but not yet reported
(IBNR) The amount included 1n respect of IBNR 1s based on statistical techniques of estrmation applied by each syndicate’s 1n-
house reserving team and reviewed by external consulting actuanies These techniques generally involve projecting from past
experience the development of claims over time to form a view of the likely ulumate claims to be experienced for more recent
underwnting, having regard to variations in the busmess accepted and the underlying terms and conditions The provision for claims
also includes amounts 1n respect of internal and external claims handling costs  For the most recent years, where a high degree of
volatility anises from projections, estimates may be based in part on output from rating and other models of the business accepted
and assessments of underwriting conditions

The reinsurers’ share of provisions for claims 15 based on calculated amounts of outstanding claims and projections for IBNR, net
of estimated recoverable amounts, having regard to each syndicate’s reinsurance programme 1n place for the class of business, the
claims experience for the year and the current security rating of the reinsurance compames involved Each syndicate uses a number
of statistical techniques to assist in making these estimates

Accordingly the two most critical assumptions made by each syndicate’s managing agent as regards claims provisions are that the
past 15 a reasonable predictor of the likely level of claims development and that the rating and other models used including pricing
models for recent business are reasonable indicators of the hkely level of ulumate claims to be incurred

The level of uncertainty with regard to the estimations within these provisions generally decreases with time as the exposure period
recedes In addition the nature of short tail claims such as property where claims are typically notified and settled within a short
period of urmne will normally have less uncertainty after a few years than long tail nisks such as some lability business where it may
be several years before claims are fully advised and settled In addition to these factors 1f there are disputes regarding coverage
under policies or changes 1n the relevant law regarding a claim this may increase the uncertainty 1n the estimation of the outcomes

The assessment of these pravisions 1s usually the most subjective aspect of an 1nsurer’s accounts and may result in greater uncertainty
within an insurer’s accounts than within those of many other businesses The provisions for gross claims and related remnsurance
recoveries have been assessed on the basis of the information currently availabie to the directors of each syndicate’s managing agent
However, ultimate hability will vary as a result of subsequent information and events and this may result 1n significant adjustments
to the amounts provided Adjustments to the amounts of claims provistons established in prior years are reflected in the Financial
Statements for the pericd 1n which the adjustments are made The provistons are not discounted for the investment earmings that
may be expected to anse in the future on the funds retained to meet the future liabilities The methods used, and the estimates made,
are reviewed regularly

14




Elco Underwriting Limited

Notes to the Financial Statements (continued)
for the year ended 31 December 2015

2.

vl

Vil

Vil

X

Accounting pohcies (continued)
Unexpired risks provision

Provisions for unexpired nsks are made where the costs of outstanding claims, related expenses and deferred acquisition costs are
expected to exceed the unearned premium provision carmied forward at the Balance Sheet date  The provision for unexpired nisks
15 calculated separately by reference to classes of business which are managed together, after taking into account relevant investment
return  The provision 15 made on a syndicate by syndicate bas:s by the relevant managing agent

Closed years of account

At the end of the third year, the underwniting account 1s normally closed by reinsurance nto the following year of account The
amount of the remnsurance to close premium payable 15 determined by the managing agent, generally by estimating the cost of claims
notified but not settled at 31 December, together with the estimated cost of claims incurred but not reported at that date, and an
estimate of future claims handling costs

Any subsequent variation 1n the ultimate liabilities of the closed year of account 1s borne by the underwriting year into which it 1s
remnsured

The payment of a remnsurance to close premium does not ehminate the hability of the closed year for outstanding claims  If the
remsuring syndicate was unable to meet its cbligations, and the other elements of Lloyd’s chain of security were to fail, then the
ciosed underwnting account would have to settle outstanding claims

The Directors consider that the likelihood of such a fairlure of the reinsurance to close is extremely remote, and consequently the
remsurance to close has been deemed to settle the habihities outstanding at the closure of an underwriting account The Company
has included its share of the reinsurance to close premiums payable as technical provisions at the end of the current period, and no
further provision 1s made for any potential variation in the ultimate hability of that vear of account

Run-off years of account

Where an underwriting year of account 15 not closed at the end of the third year (a “run-off' year of account) a provision 1s made
for the estimated cost of all known and unknown outstanding liabilities of that year The provision 15 determuined imitially by the
managing agent on a similar basis to the reinsurance to close However, any subsequent variation n the ultimate liabilities for that
year remains with the corporate member participating therein  As a result, any run-oft year will continue to report movements in
1ts results after the third year until such time as 1t secures a reinsurance to close

Net operating expenses (including acquisition costs)

Net operating costs include acquisihion costs, profit and loss on exchange and other amounts incurred by the syndicates on which
the Company participates

Acquisition costs, comprising commission and other costs related to the acquisition of new msurance contracts, are deferred to the
extent that they are attributable to premiums un¢arned at the Balance Sheet date

Distribution of profits and collection of losses

Lioyd’s operates a detailed set of regulations regarding solvency and the distnbution of profits and payment of losses between
syndicates and their members Lloyd’s continues to require membership of syndicates to be on an underwriting year of account
basis and profits and losses belong to members according to thewr membership of a year of account Normally profits and losses are
transferred between the syndicate and members after results for a year of account are finalised after 36 months This period may be
extended 1f a year of account goes into run-off The syndicate may make earlier on account distnbutions or cash calls according to
the cash flow of a particular year of account and subject to Lloyd’s requirements

15




Elco Underwriting Limited

Notes to the Financial Statements (continued)
for the year ended 31 December 2015

2.

X1

Accounting polictes (continued)
Financial assets and financial habilities

The syndicates’ investments compnse of debt and equity nvestments, derivatives, cash and cash equivalents and loans and
recetvables

Debtors/creditors ansing from tnsurance/reinsurance operations shown i the Balance Sheet include the totals of all the syndicates’
outstanding debit and credit transactions as processed by the Lloyd’s central facility No account has been taken of any offsets
which may be applicable in calculating the net amounts due between the syndicates and each of their counterparty nsureds,
reinsurers or intermedianes as appropriate

Recognition
Financial assets and habilities are recognised when the syndicate becomes party to the contractual provisions of the instrument

Fmancial habilities and equity instruments are classified according to the substance of the contractual arrangements entered 1nto
An equity mstrument 1 any contract that evidences a residual interest 1n the assets of the syndicate afier deducting all of its liabiliies

Iniuial measurement

All financial assets and hiabilities are mitially measured at transaction price {including transaction costs), except for those financial
assets classified as at fair value through profit or loss, which are mitially measured at fair value (which 1s normally the transaction
price excluding transaction costs), unless the arrangement constitutes a financing transaction If an arrangement constitutes a finance
transaction, the financial asset or liabtlity 1s measured at the present vazlue of the future payments discounted at a market rate 1f
interest for a similar debt instrument

Subsequent meagurement
Non-current debt instruments are subsequently measured at amortised cost using the effective interest method

Debt instruments that are classified as payable or receivable within one financial year and which meet the above conditions are
measured at the undiscounted amount of the cash or other consideration expected to be pard or recerved

Other debt instruments are measured at fair value through profit or loss

De-recogmition of financial assets and habilities

Financial assets are derecogmsed when and only when a) the contractual nghts to the cash flow from the financial asset expire or
are settled, b) the syndicates transfer to another party substantially all of the risks and rewards of ownership of the financial asset,
or ¢) the syndicates, despite having retained some significant risks and rewards of ownership, have transferred control of the asset
to another party and the other party has the practical ability to sell the asset in 1ts entirety to an unrelated third party and 1s able to
exercise that ability unilaterally and without needing to impose additional restrictions on the transfer

Fancial liabihities are derecognised only when the obligation specified 1n the contract 1s discharged, cancelled or expires

Fair value measurement

The best evidence of fair value 15 a quoted price for an 1dentical asset in an active market When quoted prices are unavailable, the
price of a recent transaction for an 1dentical asset provides evidence of fair value as long as there has not been a sigmificant change
In economic circumstances or a significant lapse in time since the transaction took place [f the market 15 not active and recent
transactions of an identical asset on their own are not a good estimate of fair value, the syndicates estimate the fair value by using a
valuation techmque

Impatrment of financial instruments measured at amortised cost or cost

For financial assets carmed at amortised cost, the amount of an impaiment 1s the difference between the asset’s carrying amount
and the present value of esumated future cash flows, discounted at the financial asset’s origmnal effective mterest rate, 1 e using the
effective interest method

For financial assets carried at cost less impairment, the impairment loss 1s the difference between the asset’s carrying amount and
the best estimate of the amount that would be received for the asset if it were to be sold at the reporting date

Where indrcators exist for a decrease in impairment loss, and the decrease can be related objectively to an event occurning after the
impairment was recognised, the prior impairment loss 15 tested to deterrmne reversal An impairment loss 15 reversed on an individual
impatred financial asset to the extent that the revised recoverable value does not lead to a revised carrying amount higher than the
carrying value had no impairment been recogmised The amount of the reversal 1s recogmsed 1n profit and loss immediately
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2.  Accounting policies {(continued}

x11 Investment return

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

Realised and unrealised gains and losses are measured by reference to the onginal cost of the investment 1f purchased 1n the year,
or if held at the beginning of the year by reference to the fair value at that date

Investment return 1s initially recorded 1n the non-technical account A transfer 1s made from the non-technical account to the general
business technical account to reflect the investment return on funds supporting the underwriting business

x11 Basis of currency translation

The presentational and functional currency of the Company 1s Pound Sterling, which 1s the currency of the prnimary economic
environment i which it operates Supported syndicates may have different functional currencies

Income and expenditure 1n US dollars, Canadian dollars and Evros 1s translated at the average rate of exchange for the year
Underwniting transactions denominated in other foreign currencies are included at the rate of exchange ruling at the date the
transaction 1s processed

Monetary assets and liabihities, which according to FRS 103 are deemed to include unearned premiums and deferred acquisition
costs, are translated into Pound Sterling at the rates of exchange at the Balance Sheet date

Any non-monetary items are translated into the functional currency using the rate of exchange prevailing at the time of the
transaction FRS 103 states that insurance assets and habtlities (unearned premiums and deferred acquisition costs), that were
previously considered non-monetary items, are now required to be treated as monetary items This 1s a change 1n accounting policy
from 1 January 2014 These assets and habilities have been retranslated at period end to the functional currency at the closing rate

Differences arising on {ranslation to the functional currency of the syndicates where the functional currency was not Pound Sterling
are reporied in the Statement of Other Comprehenstve Income All other exchange differences are reported wathin the Profit and
Loss Account, Non-Technical Account {or the Technical Account n respect of Life syndicates)

Rensurance at corporate level

Where considered applicable by the Directors, the Company may purchase additional remnsurance to that purchased through the
syndicates Any such reinsurance premums and related reinsurance recoveries are treated in the same manner as described for syndicates
in Note 2 (1v) and (v) above

Taxation

The Company 1s taxed on 1ts results including 1ts share of underwriting results declared by the syndicates These are deemed to accrue
evenly over the calendar year in which they are declared The syndicate resuits included in these Financial Statements are only declared
for tax purposes 1n the calendar year following the normal closure of the year of account No provision 1s made for corporation tax n
relation to open years of account However, full provision 1s made for deferred tax on underwriting results not subject to current
corporation tax

HM Revenue & Customs agrees the taxable results of the syndicates at a syndicate ievel on the basis of computations submitted by the
managing agent At the date of the approval of these Financial Statements the syndicate taxable results of years of account closed at this
and at previous year ends may not have been fully agreed with HM Revenue & Customs Any adjustments that may be necessary to the
tax provisions established by the Company, as a result of HM Revenue & Customns agreement of syndicate results, will be reflected in
the Financial Statements of subsequent periods

Deferred taxation

Deferred tax 15 provided 1n full on ttming differences which result 1n an obligation at the Balance Sheet date to pay more tax, or a nght
to pay less tax, at a future date at rates expected to apply when they crystallise, based on current tax rates and law

Deferred tax assets are recogmsed to the extent that 1t 15 regarded as more likely than not that they will be recovered

Deferred tax assets and habilities have not been discounted
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2, Accounting pohcies (contimued)
Intangible assets

Costs incurred by the Company 1n the Corporation of Lloyd’s auctions in order to acquire nights to participate on syndicates’ underwnting
years are included within intangible assets and amortised over a five year period beginming n the year following the purchase of the
syndicate participation

The intangible assets are reviewed for impairment where there are indicators for imparrment, and any impairment is charged to the Profit
and Loss Account for the penod

Cash and cash equivalents and cash flow statement

Cash and cash equivalents include deposits held at call with banks, other short-term hquid investments with original maturnities of three
months or less and cash in hand

The Company has no control over the disposition of assets and Liabilities at Lloyd’s Consequently, the Cash Flow Statement 15 prepared
reflecting only the movement 1n corporate funds, which includes transfers to and from syndicates at Lloyd’s

Share capital

Ordinary share capital 1s classified as equity The difference between fair value of the consideration received and the nominal value of
the share capital being 1ssued, 1s taken to the share premium account Incremental costs directly atiributable to the 1ssue of new ordinary
shares are shown 1n equity as a deduction, net of taxes, from the proceeds

Dividend distributions to shareholders

Dividend distributions to the Company’s shareholders are recognised 1n the Financial Statements in the pertod 1in which the dividends
are approved by the shareholders These amounts are recognised in the Statement of Changes 1n Shareholders’ Equity

3. Key accounting judgements and estimation uncertainties

In applying the Company’s accounting policies, the Directors are required to make judgements, estimates and assumptions in determining
the carrying amounts of assets and habilities These judgements, estimates and assumptions are based on the best and most reliable
evidence available at the time when the decisions are made, and are based on historical experience and other factors that are considered
to be applicable Due to the mherent subjectivity involved 1n making such judgements, estimates and assumptions, the actual results and
outcomes may differ The estimates and underlying assumptions are reviewed on an ongoing basis Revisions to accounting estimates
are recogmsed 1n the pertod in which the estimate 15 revised, 1f the revision affects only that period, or in the period of the revision and
future periods, 1f the revision affects both current and future periods

The measurement of the provision for claims outstanding 1s the most significant judgement involving estimation uncertainty regarding
amounts recogrused 1n these Financial Statements 1n relation to underwriting by the syndicates and this 1s disclosed further in Note 4

The management and control of each syndicate 1s carmed out by the managing agent of that syndicate, and the Company looks to the
managing agent to implement appropnate policies, procedures and internal controls to manage each syndicate

The key accounting judgements and sources of estimation uncertainty set out below therefore relate to those made in respect of the
Company only, and do not include estimates and judgements made 1n respect of the syndicates

Purchased syndicate capacity:

Estimating value 1n use

Where an indication of impairment of capacity values exists, the Directors will carry out an impairment review to determmine the
recoverable amount, which 15 the higher of fair value less cost to sell and value in use The value m use calculation requires an estimate
of the future cash flows expected to arise from the capacity and a suitable discount rate in order to calculate present value

Determiming the useful life of purchased syndicate capacuty

The assessed useful hfe of syndicate capacity 1s five years This 15 on the basis that this 15 the life over which the original value of the
capacity acquired 1s used up
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3  Key accounting judgements and estimation uncertainties (continued)
Assessing 1ndicators of impairment:

In assessing whether there have been any indicators of impairment assets, the Directors consider both external and intemal sources of
information such as market conditions, counterpaity credit ratings and experience of recoverability There have been no indicators of
imparrments 1dentified during the current financial year

Recoverabihity of receivables

The Company establishes a provision for receivables that are estinated not to be recoverable When assessing recoverability, factors
such as the aging of the recervables, past experience of recoverability, and the credit profile of individual or groups of customers are all
considered

4. Risk management

This section summarises the financial and insurance nisks the Company 15 exposed to exther directly at 1ts own corporate level or indirectly
via 1ts participation 1 the Lloyd’s syndicates

Risk background

The syndicate’s activities expose 1t to a variety of financial and non-financial risks The managing agent 1s responsible for managing the
syndicate’s exposure to these risks and, where possible, introducing controls and procedures that mitigate the effects of the exposure to
risk Each year, the managing agent prepares a Lloyd’s Caprtal Return (“LCR™) for the syndicate, the purpose of this being to agree
capital requirements with Lloyd’s based on an agreed assessment of the rnisks impacting the syndicate’s business, and the measures 1n
place to manage and mitigate those risks from a quantitative and qualitative perspective  The risks described below are typically reflected
in the LCR, and, typically, the majority of the total assessed value of the risks concerned 1s attributable to insurance risk

The insurance risks faced by a syndicate include the occurrence of catastrophic events, downward pressure on pricing of risks, reductions
in business volumes and the risk of inadequate reserving Reinsurance risks anse from the risk that a remnsurer fails to meet their share
of a claim The management of the syndicate’s funds 1s exposed to nsks of investment, lhiquidity, currency and interest rates leading to
financtal loss The syndicate 15 also exposed to regulatory and operational nsks including its ability to continue to trade However,
supervision by Lloyd’s provides additional controls over the syndicate’s management of risks

The Company manages the rnisks faced by the syndicates on which 1t participates by monitoring the performance of the syndicates 1t
supports This commences 1n advance of commitiing to support a syndicate for the following year, with a review of the business plan
prepared for each syndicate by 1ts managing agent  In addition, quarterly reports and annual accounts together with any other information
made avallable by the managing agent are momtored and 1f necessary enquired into  1f the Company considers that the risks being run
by the syndicate are excessive 1t will seek confirmation from the managing agent that adequate management of the risk 1s 1n place and,
if considered appropriate will withdraw support from the next underwnting year The Company relies on advice provided by the
members” agent which acts for 1t, who are spectalists 1n assessing the performance and nisk profiles of syndicates The Company also
mitigates 1ts msurance risks by participating across several syndicates as detailed 1n Note 24

The Directors do not consider the Company to be a financial institution under FRS 102, on the basis that the Company 1itself does not
undertake the business of effecting or carrying out insurance contracts Therefore there 1s no requirement to discuss financial risks ansing
from syndicate investment activities The analysis below provides details of the financial risks the Company 15 exposed to from syndicate
insurance activities as required by FRS 103 Note 7 provides further analysis of sensitivities to reserving and underwriting risks
Syndicate risks

1 Liguidity risk

The syndicates are exposed to daily calls on their available cash resources, principally from claims ansing from its insurance business
Liguidity risk arises where cash may not be available to pay obligation when due, or to ensure comphance with the syndicate’s obligations

under the various trust deeds to which 1t 18 party

The syndicates aim to manage their iquidity posttion so that they can fund claims ansing from significant catastrophic events, as modelled
in therr Lloyd’s realistic disaster scenarios (“RDS™)
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4, Risk management (continued)
Syndicate risks (continued)

n Credit nsk

Credit ratings to syndeate assets emerging directly from insurance activities, excluding cash at bank and financial investments, which

are neither past due nor impaired are as follows

BBB or
2015 AAA AA A lower Not rated Total
£ £ £ £ £ £
Deposits with ceding undertakings - - - - 34 34
Reinsurers share of claims outstanding 3,129 27918 47,723 544 2,037 81,351
Reinsurance debtors 11,071 47,405 9,291 122 5,629 73,518
Insurance debtors - - - - - -
14,200 75,323 57,014 666 7,700 154,903
BBB or
2014 AAA AA A lower Not rated Total
£ £ £ £ £ £
Deposits with ceding undertakings - - 85 - 6 91
Rensurers share of claims outstanding 3,528 28,289 47619 472 2,903 82,811
Reinsurance debtors 6,703 38,997 6,693 135 3,025 55,553
Insurance debtors - - - - - -
10,231 67,286 54,397 607 5,934 138,455
Syndicate assets emerging directly from msurance activities, excluding cash at bank and financial investments, with reference to thewr
due date or impaired are as follows
Between 3 Between 6 Total
Less than 3 and 6 months and Greater past due or
2015 months months 1 year  than 1 year Impaired impaired
£ £ £ £ £ £
Deposits with ceding undertakings 34 - - - - 34
Remsurers share of claims outstanding 81,347 4 - - - 81,351
Reinsurance debtors 72,450 283 583 65 137 73,518
Insurance debtors 89,648 1,050 989 1,276 (64) 62,899
243,479 1,337 1,572 1,341 73 247,802
Between 3 Between 6 Total
Less than 3 and 6 months and Greater past due or
2014 months months 1 year than I year Impaitred impaired
£ £ £ £ £ £
Deposits with ceding undertakings 91 - - - - 91
Reinsurers share of claims outstanding 81,679 - - - 1,132 82,811
Reinsurance debtors 54,907 i24 102 27 149 55,553
Insurance debtors 81,193 1,157 1,295 308 (100) 83,853
217,870 1,281 1,397 579 1,181 222,308

m  Interest rate and equity price risk

Interest rate nsk and equity price nsk are the risks that the fair value of future cash flows of financial instruments will fluctuate because

of changes in market interest rates and market prices, respectively
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4. Risk management (continued)

Syndrcate risks (continued)

v Currency risk

The syndicates main exposure to foreign currency risk arises from insurance business originating overseas, primanly denominated in
US dollars Transactions denominated in US dollars form a sigmificant part of the syndicates’ operations This nisk is, in part, mitigated

by the syndrcates maintaining financial assets denominated 1 US dollars agamnst its major exposures in that currency

The table below provides details of syndicate assets and habilities by currency

2015 GBP USD EUR CAD Other Total
£ £ £ £ £ £

converted converted converted converted converted converted

Total assets 154,868 497,639 40,952 43,225 19,233 755,917
Total Liabilities (188,227) (435,564) (36,546) {27,857) (9,599) {697,793}
Surplus/{deficiency) of assets (33,359) 62,075 4,406 15,368 9,634 58,124
2014 GBP USD EUR CAD Other Total
£ £ £ £ £ £

converted converted converted converted converted converted

Total assets 139,211 447383 40,503 48,677 18,667 694,441
Total habihties (167,508) (402,658) {35,171} (28,291) (9,366) (642,994)
Surplus/(deficiency) of assets (28,297) 44,725 5,332 20,386 9,301 51,447

The impact of a 5% change 1n exchange rates between GBP and other currencies would be £4,574 on shareholders’ funds (2014 £3,987
)

Company risks
1. Investment, credit, hquidity and currency risks

The significant risks faced by the Company are with regard to the investment of the available funds within 1ts own custody The elements
of these nisks are investment nisk, credit risk, hquidity nisk, currency risk and interest rate risk The main hquidity nisk would arise 1if a
syndicate had inadequate liquid resources for a large claim and sought funds from the Company to meet the claim In order to rmmmuse
mnvestment, crecht and hquidity risk the Company’s funds are \nvested 1n readily realisable short term deposits The syndicates can
distribute their results i Pound Sterling, US dollars or a combinatton of the two The Company 1s exposed to movements n the US dollar
between the Balance Sheet date and the distnbution of the underwriting profits and losses, which 1s usually 1n the May following the
closure of a year of account The Company does not use denvative instruments to manage risk and, as such, no hedge accounting is
applied

u. Regulatory risks

The Company 1s subject to continuing approval by Lloyd’s to be a member of a Lloyd’s syndicate The risk of this approval being
removed 1s mitigated by monitoring and fully complying with all requirements in relauon to membership of Lloyd’s  The capital
requirements to support the proposed amount of syndicate capacity for future years are subject to the requirements of Lloyd’s A variety
of factors are taken into account by Lloyd’s in settuing 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 underwniting the Company 1s able to support

m. Operational risks
As there are relatively few transactions actually undertaken by the Company there are only himited systems and operational requirements
ofthe Company and therefore operational risks are not considered to be significant  Close involvement of all Directors in the Company’'s

key decision making and the fact that the majority of the Company’s operations are conducted by syndicates, provides control over any
rematning operational risks
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5 Class of business

Gross Gross Gross Net
written premiums claims operating Reinsurance
2015 premiums earned tncurred expenses balance Total
£ £ £ £ £ £
Direct insurance
Accident and health 14,261 13,880 (6,810) {6,652) (544) (166)
Motor — thurd party hability 2,293 1,504 (1,339) (730) 150 (15)
Motor — other classes 25,508 23,698 (17,129) (7,791) (273) (1,495)
Marine, aviation and transport 36,747 38,059 (15,156} (15,583) (3,595) 3,725
Fire and other damage to property 76,686 74,016 (28,372) (27,857) (11,864) 5,923
Third party hability 68,252 62,131 (36,094) (24,010} (2,154) (127
Credit and suretyship 5,670 5,137 (2,649) (1,559) (632) 297
Legal expenses 793 990 (389) (537) (14) 50
Assistance - - - - - -
Miscellaneous 4,139 3,726 (1,676) (1,532) (365) 153
Total direct 234,349 223,541 (109,614) (86,291) (19,291) 8,345
Remsurance inwards 112,587 112,196 (38,664) (36,714} (19,439) 17,379
Total 346,936 335,737 (148,278) {123,005) (38.730) 25,724
Gross Gross Gross Net
written premiums claims operating Reinsurance
2014 premiums earned incurred expenses balance Total
£ £ £ £ £ £
Direct insurance
Accident and health 13,489 12,722 (5,589) (6,133) (538) 462
Motor — third party liability 1,504 1,527 (1,007) (594) (33) (107)
Motor — other classes 22,502 21,038 (14,587) {7,995) 224 (1,320)
Marine, aviation and transport 38,683 36,412 (16,494} (13,849) (2,416) 3,653
Fire and other damage to property 70,416 64,065 (24,054} {24,150) {10,283) 5,578
Third party hability 54,615 50,789 (25,659) (19,502) (2,031} (403)
Credit and suretyship 5,231 4,447 (3,299} (1,229) 9 (72)
Legal expenses 1,043 954 (376) (575) (12) (9)
Assistance - - - - - -
Miscellaneous 3,072 2,860 (806) (1,334) {462) 258
Total direct 210,555 194,814 (95,871) (75,361) (15,542) 8,040
Reinsurance inwards 113,462 98,970 (36,494) (33,412) (17.417) 11,647
Total 324,017 293,784 (132,365) (108,773) (32,959) 19,687
Geographical analysis 2015 2014
£ £
Direct gross premium written in
United Kingdom 186,592 167,025
Other EU Member States 2,703 2,724
Rest of the World 45,054 40,806
234,349 210,555
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Technical provisions

2015 2014

Movement in claims outstanding Gross Reinsurance Net Gross Reimnsurance Net
£ £ £ £ £ £

At 1 January 415,324 82,811 332,513 427,328 100,521 326,807
Movement of reserves 16,380 (1,883) 18,263 8,420 (4,851) 13,271
Other movements 8,208 423 7,785 (20.424) (12,859) (7,565}
At 31 December 439,912 81,351 358,561 415,324 82,811 332,513
2015 2014

Movement 1n unearned premiums Gross Reinsurance Net Gross Reinsurance Net
£ £ £ £ £ £

At 1 January 145,445 15,302 130,143 111,565 16,337 95,228
Movement of reserves 11,199 2,859 8,340 30,233 2,438 27,795
Other movements 3,892 4,635 (743) 3,647 (3,473} 7,120
At 31 December 160,536 22,796 137,740 145,445 15,302 130,143
2015 Restated 2014

Movement 1n deferred acquisition costs Net Net
£ £

At 1 January 36,789 28,146
Movement 1n deferred acquisition costs 4,699 7,179
Other movements 345 1,464
At 31 December 41,833 36,789

Included within cther movements are foreign exchange movements n restating the opening balances and the effect of the 2012
and prior years' technical provisions being remnsured to close into the 2013 year of account (2014 2011 and prior years’ technical
provisions being remnsured to close into the 2012 year of account), to the extent where the Company’s syndicate participation
portfohio has changed between those two years of account
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7.

Teehmnical provisions (continued)
Assumptions, changes 1n assumptions and sensitivity

As described 1n Note 4 the majonity of the nsks to the Company’s future cash flows arise from 1ts participation 1n the results
of Lloyd’s syndicates and are mostly managed by the managing agents of the syndicates The Company’s role in managing these
risks, in conjunction with the Company’s members’ agent, 15 limited to a selection of syndicate participations and momtoring the
performance of the syndicates and theiwr managing agents

The amounts carned by the Company ansing from insurance contracts are calculated by the managing agents of the syndicates
and dertved from accounting information provided by the managing agents and reported upon by the syndicate auditors

The key assumptions underlying the amounts carried by the Company arising from insurance contracts are

. the net premiums wntten calculated by the managing agent are an accurate assessment of the premiums payable as a result
of the nsks contractually commatted to up to the Balance Sheet date,

. the net unearned premiums calculated by the managing agent are an accurate assessment of the net premiums wnitten that
reflect the exposure to risks arsing afier the Balance Sheet date, including appropnate allowance for anticipated losses in
excess of the unearned premium,

. the claims reserves calculated by the managing agents are an accurate assessment of the ulimate liabilities i respect of
claims relating to events up to the Balance Sheet date,

. the potential ultimate result of run-off year results has been accurately estimated by the managing agents, and

. the values of investments and other assets and liabilities are correctly stated at their realisable values at the Balance Sheet
date

There have been no changes to these assumptions in 2015
The amounts carried by the Company anising from insurance contracts are sensitive to vanous factors as follows

. a 5% increase/decrease in net earned prermum (wath all other underwriting elements assumed to change pro-rata with
premium) will increase/decrease the Company’s pre-tax profit/loss by £13,813 (2014 £12,065 ),

. a 5% increase/decrease 1n the managing agents’ calculation of gross claims reserves will decrease/increase the Company’s
pre-tax profit/loss by £21,996 (2014 £20,766 ),

. a 5% increase/decrease in the managing agents’ calculation of net claims reserves will decrease/increase the Company’s
pre-tax profit/loss by £17,928 (2014 £16,626)

The 5% movement has been selected to give an indication of the possible variations in the assumptions used

The historical gross and net claims development 13 as follows

Claims development - Gross Profit/(loss)

After After After on RITC

12 months 24 months 36 months recerved

Underwniting pure year £ £ £ £

2011 99,290 156,352 156,732 12,910

2012 102,162 152,279 150,362 18,383

2013 75,315 134,530 134,729 -
2014 97,235 166,787
2015 96,593 -

Claims development - Net Profit/(loss)

After After After on RITC

12 months 24 months 36 months received

Underwrniting pure year £ £ £ £

2011 81,996 131,892 131,334 14,072

2012 83,642 128,328 127,431 17,409

2013 63,243 116,189 114,817 -
2014 82,700 145,561
2015 82,597 -
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8.

Net operating expenses

Acquisition costs

Change tn deferred acquisition costs
Adminsstrative expenses
Loss/(profit) on exchange

Investment return

investment income

Dividend income

Interest on cash at bank

Other nterest and similar income
Realised gains on investments
Investment income

Investment management expenses
Realised losses on investments
Investment expenses and charges

Unrealised gains and losses, net

Total investment return

Analysed as follows.

Realised gains and losses
Unrealised gains and losses
Other relevant income

Interest and similar income, net of
expenses

Total investment return

2015 2014
£ £
86,333 76,297
(4,699) (7,179)
41,397 39,693
(26) (38)
123,005 108,773
2015 2014
£ £
5,293 5,284
2,830 2,592
960 806
387 269
2,045 2,737
11,517 11,688
(597) (731)
(2,431) (1,690)
(3,028) (2,421)
29,724 (7,135)
38,213 2,132
Investments Investments
at fair value Investments at fair value Investments
through available through available for
profit or loss for sale Total  profit or loss sale Total
2015 2015 2015 2014 2014 2014
£ £ £ £ £ £
(386) - (386) 1,047 - 1,047
29,724 - 29,724 (7,135) - (7,135)
29,338 - 29,338 (6,088) - (6,088)
8,875 8,220
38,213 2,132
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10. Profit/(loss) on ordinary activities before taxation 2015 2014
Thus 1s stated after charging

Key management personnel remuneration - -
Amortisation of syndicate capacity 5,458 18,029
Interest on bank loan and overdrafis - -
Interest on other loans - -

The Company has no employees

The auditors, PKF Littlggohn LLP, charge a fixed fee to Nomina Plec for the provision of the audit of the Company This fee 15
included withun the service fee charged to the Company by Nomina Plc and equates to approximately £72 (2014 £74)

11 Taxation 2015 2014
£ £

Analysis of charge 1n year
Current tax
UK corporation tax on profit/(loss) of the year 4,863 (1,586)
Adjustment n respect of previous years 1,586 -
Foreign tax 552 694
Total current tax 7,001 (892)
Deferred tax
Ongination and reversal of uming differences 3,096 2,095
Change n tax rate {(399) -
Total deferred tax 2,697 2,095
Tax on profit/(loss) on ordinary activities 9,698 1,203

Factors affecting tax charge for year

The tax assessed for the year 1s different to the standard rate of corperation tax i the UK of 20 00% (2014 20 00%) The
differences are explained below

Profit/(loss) on ordinary activities before tax 57,885 509
Profit/(loss) on ordmary activities multiplied by standard rate of

corporation tax 1n the UK of 20 25% (2014 20 00%) 11,722 102
Effects of

Adjustment n respect of previous years 1,586 -
Group relief claimed - -
Income not taxable {516) (450}
Permanent differences 158 (8)
Foreign tax 552 694
Rate change adjustments (3,804) 865
Tax on charge/(credit) for the year 9,698 1,203

The results of the Company’s participation on the 2013, 2014 and 20135 years of account and the calendar year movement on 2012
and pricr run-offs will not be assessed to tax until the year ended 31 December 2016, 2017 and 2018 respectively being the year
after the calendar year result of each run-off year or the normal date of closure of each year of account
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12.

13.

Intangible assets 2015 2014
Purchased syndicate capacity £ £
Cost
At 1 January 91,684 90,144
Additions 17 1,556
Disposals (7 (16)
At 31 December 91,684 91,684
Amortisation
At ] January 79,036 61,007
Provided during the year 5,458 18,029
Disposals - -
At 31 December 84,494 79,036
Net book value
At 31 December 2013 /2014 7,190 12,648
At 31 December 2014 /2013 12,648 29,137
Fmmancial investments
The Company uses the following hicrarchy for determining and disclosing the fair value of financial investments by valuation
technique
Level 1 quoted (unadjusted) prices 1n active markets for identical assets
Level 2 prices based on recent transactions n identical assets
Level 3 prices determuned using a valuation techuque
Financial investments Financial investments Held at
Syndicate held at fair value through profit or loss amortised
Level 1 Level 2 Level 3 Total cost Total
2015 £ £ £ £ £ £
Shares and other variable yield
securities and units 1n unit trusts 14,265 37,635 5,921 57,821 - 57,821
Debt secunties and other fixed
INCOme securities 105,751 111,414 48,367 265,532 - 265,532
Participation 1 investment pools 579 1,872 4,004 6,455 - 6,455
Loans and deposits with credit 18,205 3,699 3,547 25,451 - 25,451
institutions
Denvatives 21 - 91 112 - 112
Other investments - - 2 2 - 2
Financial assets classified as held - - - - -
for sale
Fair value 138,821 154,620 61,932 355,373 - 355,373
Total
£
Cost 353,953 - 353,953

27




Elco Underwriting Limited

Notes to the Financial Statements (continued)
for the year ended 31 December 2015

13

Financial investments (continued)

Financial investments
Syndicate

2014

Shares and other variable yield
securities and umits 1n unit trusts
Debt securities and other fixed
IMcome Securities

Participation in nvestment pools
Loans and deposits with credit
institutions

Derivatives

Other investments

Financial assets classified as held
for sale

Fair value

Cost

Financial investments
Corporate

2015

Shares and other vanable yield
secunties and umts in unit trusts
Debt secunties and other fixed
income securities

Fawr value

Cost

Financial investments
Corporate

2014

Shares and other vanable yield
securities and umts in unit trusts
Debt securities and other fixed
IMcome Securities

Fair value

Cost

Financial investments Held at

held at fair value through profit or loss amortised
Level 1 Level 2 Level 3 Total cost Total
£ £ £ £ £ £
6,710 22,700 14,218 43,628 - 43,628
84,828 117,912 60,542 263,282 - 263,282
2,717 1,506 5,321 9,544 - 9,544
22,514 3,359 4,207 30,080 - 30,080
45 - 193 238 - 238
- - 2 2 - 2
116,814 145,477 84,483 346,774 - 346,774
Total
£
336,884 - 336,884

Financial investments Held at

held at fair value through profit or loss amertised
Level 1 Level 2 Level 3 Total cost Total
£ £ £ £ £ £
100,500 - - 100,500 - 100,500
100,500 - - 100,500 - 100,500
Total
£
50,000 - 50,000

Financial investments Held at

held at fair value through profit or loss amortised
Level 1 Level 2 Level 3 Total cost Total
£ £ £ £ £ £
68,750 - - 68,750 - 68,750
68,750 - - 68,750 - 68,750
Total
£
50,000 - 50,000
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14. Other debtors

Amounts due from group
undertakings

Proprietors’ loan accounts
Funds at Lloyd’s

Deferred tax asset (Note 17)
Other

15. Share capital

Allotted, called-up and fully pad

Ordinary £1 shares

16. Profit and loss account

Retamned profit/(loss) brought
forward

Reallocate distribution
Profit/(loss) and other
comprehensive income for the
financial year

Equity dividends

Retained profit/(loss) carried

2015 2014
Syndicate . Syndicate
participation Corporate Total  participation Corporate Total
£ £ £ £
- 226 009 226,009 - 224,900 224,900
43,508 - 43,508 29,445 1,742 31,187
43,508 226,009 269,517 29,445 226,642 256,087
Funds at Lloyd’s ( ‘FAL™) represents assets deposited with the Corporation of Lioyd’s (Lloyd’s) to support the Company’s
underwriting activities as described in the Accounting Policies The Company retains the nights to the economic benefit of these
assets Where FAL 15 compnised of financial investments, to meet Lloyd’s requirements these investments will usually be the
equivalent of Level 1 as defined in Note 13 The Company has entered into a Lloyd’s Deposit Trust Deed which gives Lloyd’s
the right to apply these monies in settlement of any claims ansing from the partictpation on the syndicates These monies can
only be released from the provision of this Deed with Lloyd’s express permission, and only in circumstances where the amounts
are erther replaced by an equivalent asset, or after the expiration of the Company’s liabilities in respect of 1ts underwriting
2015 2014
Issued Value Issued Value
£ £
290 250 290 2590
2015 2014
Syndicate Syndicate
participation Corporate Total  participation Corporate Total
£ £ £ £ £
51,447 321,906 373,353 40,285 331,907 372,192
(33,558) 33,558 - {24,843) 24,843 -
40,235 9,483 49,718 36,005 (34,844) 1,161
58,124 364,947 423,071 51,447 321,906 373,353

forward
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16 Profit and loss account (continued)

The result for each underwniting year of account 1s generated over a three year peniod These Fmancial Statements, which cover
the penod from 1 January 2015 to 31 December 2013, show movements in the first twelve months of the 2015 year of account,
the second twelve months of the 2014 year of account and the final twelve months of the 2013 vear of account

Future cash flows will anse when profits/(losses) are distributed/(collected) by Lloyd’s after each year of account has closed
Subject to certain conditions, Lloyd’s can allow the partial early release of some profits or in the event of an expect loss require
advance funding prior to the year of account closing

The cumulative profit and loss account on all open underwrting years of account 1s shown n the Balance Sheet under ‘Syndicate

participation’ as detailed in the table below

Underwnting year of account (cumulative)
2012 after 36 months

2013 after 36 months / 24 months
2014 after 24 months / 12 months
2015 afier 12 months

17. Deferred taxation assets/(habihities)
Opening balance
Profit and loss account {charge)/credit
Other comprehensive income {charge)/credit

Closing balance

2015 2014
£ £

. 33,519

35,348 17,782
25,451 146
(2,675) -
58,124 51,447
2015 2014

£ £
{7,987) (5,428)
(2,697) (2,095)
(359) (464)
(11,043) (7,987)

The deferred tax balance consists of iming differences relating to the taxation of underwniting results Deferred tax assets are

shown within Other debtors (Note 14)

18. Other creditors including taxation and social security

Corporation tax -
Proprietors’ loan accounts -
Third party funds -
Other creditors 39,025
Amount due to group -
undertakings

2015 2014

Syndicate Syndicate
participation Corporate Total participation Corporate Total
£ £ £ £ £
4,863 4,863 - - -
2 39,027 29,517 - 29,517
39,025 4,865 43,890 29,517 - 29,517
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19.

20

Fmancial habilities

The Company uses the following hierarchy for determining and disclosing the fair value of financial hiabilities by valuation
technique

Level 1 quoted (unadjusted} prices in active markets for :dentical iabihities

Level 2 prices based on recent transactions in 1dentical habihties

Level 3 prices determined using a valuation technique

Financial habilities Financial habilities Held at
Syndicate held at fair value through profit or loss amortised

Level 1 Level 2 Level 3 Total cost Total
2015 £ £ £ £ £ £
Borrowings - - - - - -
Denvative liabilities 49 - 125 174 - 174
Financial habilities classified as - - - - - -
held for sale
Fair value 49 - 125 174 - 174
Financial habihities Financial habilities Held at
Syndicate held at fair value through profit or loss amortised

Level 1 Level 2 Level 3 Total cost Total
2014 £ £ £ £ £ £
Borrowings - - - - - -
Derivative liabilities 29 - 37 66 - 66
Financial habilities classtfied as - - - - - -
held for sale
Fair value 29 - 37 66 - 66
All other financial habilities of the syndicate participation, including creditors arising out of direct insurance operations, creditors
ansing out of reinsurance operations and other creditors, are measured at amortised cost
Fimancial habilities - Corporate
All corporate financial Liabilities are measured at amortised cost
Dividends 2015 2014

£ £

Equity dividends declared and paid - -
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21.

22

23

Transition to FRS 102 and FRS 103

This 1s the {irst year that syndicates on which the Company participates and the Company have presented their results under FRS
102 and FRS 103 The previous Financial Statements under previous UK GAAP were for the period ended 31 December 20114
The date of transition to FRS 102 and FRS 103 was I January 2014 As a consequence, syndicates and the Company were
required to amend thewr accounting policies to ensure comphance with FRS 102 and FRS 103

The following changes to accounting policies for some syndicates has resulted n restatement to previously reported amounts in
respect to foreign exchange particularly in relation to

. Where a syndicate has changed their functional currency from Pounds Sterling, and
. Where a syndicate may have not previously treated deferred acquisition costs and unearned premium reserves as

monetary items

In accordance with RS 102, the applicable comparative figures in the pnmary statements and notes have been restated to reflect
uniform application of the new policy outlined above

The financtal effect of restating the prior year amounts for the changes in accounting policy 1s as follows

Reconciliation of profit/(loss) for the financial year Restated
2014

£

Profit/(loss) for the financial year 2014 as previously reported 2,962
Effect of change i foreign exchange accounting policy (3,656)
Restated profit/(loss) for the financial year 2014 (694)

Reconciliation of shareholders’ funds Restated

2014

£

Closing shareholders’ funds as previously reported at 31 December 2014 374,313
Effect of change 1n foreign exchange accounting policy (670)

Restated closing sharcholders’ funds at 31 December 2014 373,643

Related party transactions

Nomuna ple, a director of the Company, provides admumstration services to the Company Nomina ple charged a management
fee of £2,900 (2014 £2,750) to cover all the costs of basic administration of the Company

Ultimate controlling party

The Company 1s controlled by P A B Deakin
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24. Syndicate participation

The principal syndicates or members’ agent pooling arrangements { ‘MAPA™) in which the Company participates as an
underwrniting member are as follows

Syndicate or
MAPA number

1729
1910
2014
6104
6105
6107
6111
6117
7211
7214

Managing agent

Asta Managing Agency Limited

Asta Managing Agency Limited
Pembroke Managing Agency Limited
Hiscox Syndicates Limited

Ark Syndicate Management Limited
Beazley Furlonge Limited

Catlin Underwntng Agencies Limited
Asta Managing Agency Limited
Members' Agents Pocling Arrangement
Members' Agents Pooling Arrangement
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2016
Allocated
capacity
£

6,811
6,001
20,000
4,293

5,000
7,343
8,999
293,940
35,936

2015
Allocated

capacity
£
5,676

20,008
5,000
10,000
5,000
6,616
10,046
287,107
317,568

2014
Alocated
capacity
£

5,676

15,000
5,000
10,000
5,000
6,720
15,217
300,292
39,258

2013
Allocated
capacity

300,292




