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MOTTRAM UNDERWRITING LIMITED REPORT OF THE DIRECTORS

The Directors have pleasure in presenting their Report together with the Financial Statements for the year ended
31 December 2011

Results and Dwvidends

The results for the year are set out on pages 8 and 9 of the Financial Statements No dividends were declared
and paid in the year The Directors do not recommend the payment of a final dividend

Review of the Business

The principal activity of the Company n the period under review was that of a corporate underwnting member of
Lioyd's

The Financial Statements incorporate the annual accounting results of the syndicates on which the Company
paricipates for the 2009, 2010 and 2011 years of account, as well as any 2008 and prior run-off years

The annual accounting technical result for the year 1s a loss of £(71,373) (2010 — profit of £62,903)

The company has reported a loss for the year to 31 December 2011, due to the considerable catastrophe activity
that occurred on the 2010 and 2011 Year of Account

The 2009 year closed at 31 December 2011 with a profit, net of any calendar year run-off movements of
£244 207 (2008 profit - £98,324) The 2010 and 2011 open underwriting account will normally close at
31 December 2012 and 2013

Future Developments

The Company continues to wnite iInsurance business in the Lloyd’s insurance market as a corporate underwnting
member of Lloyd's The capacity being underwntten on the 2012 year of account 1s £1,922,836 an increase of
£82,319 (4%) compared to the 2011 year of account

Key Performance Indicators

The Directors consider the following to be the key performance indicators of the Company

2011 2010 Change
US$ exchange rate to £1 155 157 {13)%
Capacity (youngest underwriing year) 1,840,517] 1,789,375 23%
Profit after tax {179,525) (22,327) 704 1%
Underwnting profit of latest closed pure year 248,811 92,514 166 8%
as a % of capacity 17 4% 7 3% 138 2%




MOTTRAM UNDERWRITING LIMITED REPORT OF THE DIRECTORS

Other Performance Indicators

As a result of the nature of this Company as a Lloyd’s Corporate Member the majonity of its activibes are carned
out by the Syndicates In which it participates  The company 1s not involved directly in the management of the
Syndicate’s actvities, 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 appropnate to monitor and report any performance indicators in
relation to staff or environmental matters

Risk Management

As a corporate member of Lloyd's the majonty of the nisks to this company's future cash flows anse from its
participation In the results of Lioyd's syndicates As detalled below, these nsks are mostly managed by the
Managing Agent of the syndicate This company's role In managing this sk in conjunction with its Members'
Agent focuses on selection of syndicate participations, deciding on the level of capacity to undewrite, including
bidding for/selling capacity at the Lioyd's auctions, and monitoring performance of the syndicates, which includes
visiting with underwriters, managing agents and consultants and keeping abreast of market information The
Company seeks to achieve a balance of risk and reward in the portfolio of syndicates it chooses to support

Syndicate nsks

The trading actvities of a syndicate expose It to a vanety of financial and non-financial nsks 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 nsk Each year the Managing Agent
prepares an Individual Capital Assessment (ICA) for the syndicate, the purpose of this being to agree capital
requirements with Lloyd's based on an agreed assessment of the nsks impacting the syndicate's business, and
the measures in place to manage and mitigate those nsks from a quantitatve and qualitative perspective The
nsks described below are typically reflected in the ICA, and typically the majonty of the total assessed value of
the nisks concerned 1s attnbutable to Insurance Risk

The insurance nsks faced by a syndicate include the occurrence of catastrophic events, downward pressure on
pricing of risks, changes in terms and conditions attached to insurance contracts, reductions in business volumes
and the nsk of inadequate reserving Reinsurance nsks arise from the nsk that a rensurer faits to meet therr
share of a clam The management of the syndicate’s funds 1s exposed to nsks of investment, iquidity, changes
In currency and interest rates leading to financial loss The syndicate 1s also exposed to regulatory and
operational nisks Including its ability to continue to trade However, supervision by Lloyd’s and the Financial
Services Authonty provide additional controls over the syndicate’s management of nisks

The company manages the risks faced by the syndicates on which it participates in conjunction with its Members’
Agent by monitoring the performance of the syndicates it supports  This commences in advance of committing to
support a syndicate for the following year, with a review of the business plan prepared for each syndicate by its
Managing Agent In additon quarterly reports and annual accounts together with any other information made
avallable by the Managing Agent are monitored and If necessary enquired into  If the company or Members’
Agent considers that the nsks being run by the syndicate are excessive 1t will seek confirmation from the
Managing Agent that adequate management of the nsk 1s 1n place and If considered appropnate will withdraw
support from the next underwrniting year




MOTTRAM UNDERWRITING LIMITED REPORT OF THE DIRECTORS
Investment and currency nsks

The other significant nsks faced by the company are with regard to the investment of the available funds within its
own custody The elements of these nsks are investment nsk, hguidity nsk, currency nsk and interest rate nsk
To mitigate this, the surplus company funds are invested in the Money Market The main lquidity nsk would anse
if a syndicate had inadequate hqud resources for a large ¢laim and sought funds from the company to meet the
clam In order to minimise mvestment, credit and hquidity nsk the company's funds are invested in readily
realisable money market deposits The Company must plan to have access io sufficient funds to meet calls
should any syndicates, facing large claims, require additional funding from participants The Company does not
use derivative financial instruments to manage either its interest rate nsk or its currency nsk and, as such, no
hedge accounting 1s appled

Regulatory Risks

The company is subject to continuing approval by Lloyd's to be a member of a Lloyd’s syndicate The nsk of this
approval being removed 15 mitigated by menitonng and fully complying with all requirements in relation 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 vanety of factors are taken into account by Lloyd’s in
setting the'capntal requirements including market conditions and syndicate performance and aithough 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 underwnting the company 1s abie to support

Operational Risks

As there are reiatively few transactions actually undertaken by the company there are only imited systems and
staffing requirements of the company and therefore operational nsks are not considered to be significant Close
mvolvement of all directors in the company’'s key decision making and the fact that the majonty of the company's
operations are conducted by syndicates provides control over any remaining operational rnsks

Directors
Mr M B Siadden 1s the sole Director of the Company and held office throughout the year
Disclosure of Information to the Auditor

In the case of each of the persons who are Directors at the time this report 1s approved, the following applies

(@) So far as the Directors are aware, there 1s no relevant audit information of which the company's auditor 1s
unaware, and

{(b)  They have taken all the steps that they ought to have taken as a Director in order to make themselves
aware of any relevant audit information and to establish that the company's auditor 15 aware of that
information

Auditor

Littlejohn LLP has signified its willingness to continue in office as auditor

By Order of the Board

M B Sladden (Direct

28 September 2012 5




MOTTRAM UNDERWRITING LIMITED STATEMENT OF DIRECTORS' RESPONSIBILITIES

Statement of Directors' Responsibilities

The Directors are responsible for preparing the Report of the Directors and Financial Statements in
accordance with applicable law and regulations

Company law requires the Directors to prepare Financial Statements for each financial year Under that
law the Directors have 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 appove the financial statements unless they are satisfied that
they give a true and fair view of the state of affars of the Company and of the profit or loss of the
Company for that perniod In preparnng 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 accounting standards have been followed, subject {o any
matenal departures disclosed and expfained in the Financial Statements, and

- prepare the Financial Statements on the going concern basis uniess it 1s iInappropnate to
presume that the Company will continue 1n business

The Directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Company's transactions and disclose with reasonable accuracy at any tme 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 reasonable steps for the prevention and detection of fraud and other irregulanties



MOTTRAM UNDERWRITING LIMITED REPORT OF THE AUDITOR

Independent Auditor's Report to the Shareholders of Mottram Underwriting Limited

We have audited the Financial Statements of Mottram Underwnting Limited for the year ended 31 December 2011
which compnse the Profit and Loss Account, the Balance Sheet, the Cash Flow Statement, the Accounting Pohcies
and the related notes The financial reporting framework that has been applied In thewr preparation is applicable law
and United Kingdom Accounting Standards (United Kingdom Generally Accepted accounting Practice)

This report 1s made solely to the Company's shareholders, 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
shareholders those matters we are required to state to them in an auditor’s report and for no other purpose To the
fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the Company and
the Company's shareholders as a body, for our audit work, for this report, or for the opinions we have formed

Respective Responsibilities of Directors and Auditor

As explained more fully In the Statement of Directors’ Responsibilities, the Company's Directors are responsible for
the preparation of the Financial Statements and for being satisfied that they give a true and fair view Our
responsibility 1s to audit and express an opinion on the Financial Statements 1in accordance with apphicable 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 disclasures in 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 appropnate to the Company’s
circumstances, 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  In addition,
we read all the financial and non-financial information in the Report of the Directors to identfy matenal
Inconsistencies with the audited Financial Statements If we become aware of any apparent matenal
misstatements or inconsistencies we consider the implications for our report

Opimion on Financial Statements

In our opinion the Financial Statements
» give a true and fair view of the state of the Company’s affars as at 31 December 2011 and of its loss for the year

then ended,
- have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice, and
* have been prepared In accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinton the information given In the Report of the Directors’ for the financial year for which the Financial
Statements are prepared I1s 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, In our opinion

» adequate accounting records have not been kept, or retumns adequate for our audit have not been recewved from
branches not visited by us, or

« the Financial Statements are not 1in agreement with the accounting records and returns, or

- certain disclosures of Directors’ remuneration specified by law are not made, or

+ we have not recetved all the information and explanations we require for our audit

R Codom

Neil Coulson (Senior statutory auditor)

For and on behalf of Littlejohn LLP 1 Westferry Circus
Statutory Auditor Canary Wharf
28 SQ?b‘lm\fo 2012 London E14 4HD




MOTTRAM UNDERWRITING LIMITED

TECHNICAL ACCQUNT - GENERAL BUSINESS

Note
Gross Premiums Wrtten 1
Qutward reinsurance premiums

Net Premiums Written
Change n the provisien for unearned premiums

Gross provision
Reinsurers' share

Earned Premiums, Net of Reinsurance
Allocated Investment Return Transferred from the
Non-Technical Account

Claims Paid

Gross amount
Reinsurers' share

Net claims paid

Change in Provision for Claims

Gross amount
Reinsurers' share

Net change In provision for claims

Claims Incurred, Net of Reinsurance

Net operating expenses 3

Balance on Technical Account for General Business

Al the amounts above relate to continuing operations

The Accounting Policies and Notes on pages 13 to 26 form part of these Financial Statements

PROFIT AND LOSS ACCOUNT
Year Ended 31 December 2011

2011 2010
1,548,127 1,498,932
(286,319) (287,145)
1,261,808 1,211,787

2,193 29,891

(1,453) (16,160)
1,262,548 1,225,518
28,422 48,315
(820,059) (723,287)
142,265 140,050
(677,794) (583,237)
(336,432) (179,449)
104,425 2,113
(232,007) (177,336)
(909,801) (760,573)
(452,542) (450,357)
£(71,373) £62,903




MOTTRAM UNDERWRITING LIMITED

NON TECHNICAL ACCOUNT

Balance on the General Busmess Technical Account
Investment iIncome

Unreahsed gamns on investments

Investment expenses and charges

Unrealised losses on investments

Allocated investment return transferred to the general business
technical account

Other income
Other charges

{Loss)/Profit on Ordinary Activities before Taxation

Tax on (loss)/profit on ordinary activities

{(Loss)/Profit on Ordinary Activities after Taxation

All operations are continuing

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
(Loss) / Profit for the Financial Year

Reallocation of formation expenses which had previously been
charged to the share premium account

Total Recognised Gains and Losses Relating to the Year

PROFIT AND LOSS ACCOUNT
Year Ended 31 December 2011

Note

13

12

13

2011 2010
(71,373) 62,903
56,076 82,361
26,251 30,495
(16,398) (27.142)
(60,123) (15,738)
(28,422) (48,315)
(30) -
(118,898)  (123,629)
(212,918) (39,065)
33,393 18,737
£(179,525)  £(22,327)
£(179,525)  £(22,327)
- (3,750)
£(179,525)  £(26,077)

The Accounting Policies and Notes on pages 13 to 25 form part of these Financial Statements




MOTTRAM UNDERWRITING LIMITED
Registered Number 3626421

Note
ASSETS
Intangible Assets
Syndicate participation nghts 8
Investments
Financial investments 9

Deposits with ceding undertakings

Reinsurers’ Share of Technical
Provisions

Prowision for uneamed premiums
Claims outstanding

Debtors

Ansing out of drect insurance
operations

Policyholders

Interrnedianes
Ansing out of reinsurance
operabons
Other debtors 10

Other Assets

Cash at barik and In hand 1"
QOther

Prepayments and Accrued
Income

Accrued interest

Deferred acquisihon costs

Other prepayments and accrued
ncome

Total Assets

BALANCE SHEET
As at 31 December 2011

2011 2010
Syndicate Syndicate

Participaton  Corporate Total Participaton  Corporate Total
- 22 696 22,696 - 43,150 43,150
1,708,847 102,036 1,810,883 1,723,467 125,099 1,848,566
g74 - 974 922 - 922
1,708,821 102,036 1,811,857 1,724,388 125,099 1,849,488
69,829 - 69,829 71,709 - 71,709
512,043 - 512,043 440,455 - 440,455
581,872 - 581,872 512,164 - 512,164
3,255 - 3,255 3,438 - 3,438
314,926 - 314,926 314,593 - 314,593
324,811 - 324,811 257,730 - 257,730
355,516 20,098 375,615 334,957 - 334,957
998,508 20,098 1,018,607 910,718 - 910,718
105,987 488,274 594,261 89,846 266,225 356,071
163,681 - 163,681 138,868 - 138,868
269,668 488,274 757,942 228,714 266,225 494,939
1,976 - 1,976 2,903 - 2,903
140,450 - 140,450 144 567 - 144 567
7.758 - 7,758 5918 - 5918
150,184 - 150,184 153,388 - 153,388
£3,710,053 £633,105 £4,343,158 £3,529,373 £434 475  £3,963,848

The Accounting Policies and Notes on pages 13 1o 25 form part of these Financial Statements
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MOTTRAM UNDERWRITING LIMITED

Registered Number 3626421

Note
LIABILITIES AND
SHAREHOLDERS' FUNDS
Capital and Reserves
Called-up share capital 12
Share Premium Account
Profit and Loss Account 13
Total Shareholders’ Funds 14

Technical Provisions

Prowision for unearned premiums
Claims outstanding - gross armount

Prowisions for Other Risks
Deferred Taxation 15

Deposits Recerved from
Reinsurers

Creditors

Ansing out of direct iInsurance
operations

Ansing out of reinsurance

operations

Amounts owed to credit institutions
Cther creditors 16

Accruals and Deferred Income

Total Liabiihes

BALANCE SHEET
As at 31 December 2011

2011 2010

Syndicate Syndicate
Participation  Corporate Total  Participation Corporate Total
- 5,000 5,000 - 5,000 5,000
36,586 188,142 224,728 206,280 197,973 404,253
36,586 193,142 229,728 206,280 202,973 409,253
587,812 - 587.812 594,366 - 554,366
2,511,526 - 2,511,526 2,151,253 - 2,151,253
3,099,338 - 3,099,338 2,745 619 - 2,745,619
- 48,000 48,000 - 87,000 87,000
478 - 478 670 - 670
100,852 - 100,852 92,140 - 92,140
178,608 - 178,606 189,082 - 189,082
270,406 309,597 580,003 284,176 94 260 358,436
549,864 309,597 859,461 545,398 94,260 639,658
23,787 82,368 106,153 31,406 50,241 81,647
£3,710,053 £633,105 £4,343,158 £3529,374 £434 474  £3,963,847

Approved by the Board on ‘%’ ¢ 2012
f

M B Sladden (Director

The Accounting Policies and Notes on pages 13 to 25 form part of these Financial Statements

1"




MOTTRAM UNDERWRITING LIMITED

Net Cash Inflow/{Outflow) from operating
activities

Returns on Investments and Servicing
of Finance

Interest received

Interest paid on related party 1oan

Net Cash Inflow from Returns on
Investments and Servicing of Finance
Taxation

Corporation Tax paid

Overseas Taxation paid

Taxation paid

Capital Expenditure and Financial Investment

Purchase of syndicate participations nghts
Proceeds from sale of syndicate parbicipations nghts

Net Cash inflow/(Qutflow) from Capital
Expenditure and Financial Investment

Equity Dividends Paid
Net Cash Inflow/{Outflow) before Financing

Financing

Funds lent/(repaid) to the Company by the Shareholders

to meet expenses and cash calls
Net Cash Inflow from Financing

Net Cash Inflow/(Outflow) in the year

Cash flows were Invested as follows

Increase/(decrease) in cash holdings
Net investment

Net investment of cash flows

Note 2011 2010

17 31,528 163,816

447 350
447 350

- . (84)

{5,607) (4,179}
(5,607) {4,263)

{(421) {30,980)

(30} -
451 {30,880
25,916 128,924
25,915 128,924

196,133 (291,055)
196,133 (291,055)
£222,049 £(162,131)

18

222,049 (158,072)
- {4,059)
£222.049 £(162,131)

CASH FLOW STATEMENT
Year Ended 31 December 2011

The Company has no control over the disposition of assets and labiities at Lloyd’s Consequently, the Cash Flow Statement is
prepared reflecting only the movement in corporate funds, which includes transfers to and from the Syndicates at Lloyd's

The Accounting Policies and Notes on pages 13 to 25 form part of these Financial Statements
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MOTTRAM UNDERWRITING LIMITED ACCOUNTING POLICIES

Accounting Policies
Bas:s of Preparation

The Financial Statements are prepared under the historical cost basis of accounting modified to include the
revaluation of investments, and comply with appiicable Accounting Standards

The Company participates in insurance business as an underwniting member of various Syndicates at Lloyd's

The Financial Statements have been prepared in accordance with Section 386(3) of the Companies Act 2006,
Schedule 3 of the Large and Medium-sized Comparnies and Groups (Accounts and Reports) Regulations 2008 and the
recommendations of the Statement of Recommended Practice on Accounting for Insurance Business issued by the
Assoctation of British Insurers in December 2005, as amended in December 2008 except that exchange differences
ansing on Syndicate assets and liabilities are dealt with in the technical account as all of these differences anise from
techmical account transactions

Accounting information in respect of the Syndicate participations has been provided by the Syndicate's managing
agent and has been reported upon by the Syndicate's auditor

Going Concern

The Company's business activibies, together with the factors likely to affect its future development, performance and
position are set out In the Report of the Directors on page 3 In addition, the Report of the Directors includes the
Company's objectives, policies and processes for managing the majonty of the risk to the company's future cash
flows

The Company has positive net assets at 31 December 2011 and continues to participate on the 2010 and 2011
underwnting years of account, which will normally close at 31 December 2012 and 2013 respectively, and has
contnued this participation since the year end on the 2012 year of account  The 2010 and 2011 underwriting years
are not anticipated to be significantly unprofitable As a consequence, the Directors believe that the company i1s well
placed to manage its business nsks successfully despite the current uncertain economic cutiook

The Directors have a reasonable expectation that the company has adequate resources to meet Iits underwniting and
other operational obligattons for the foreseeable future Thus they continue to adopt the going concern basis of
accounting In preparing the annual Financial Statements

Basis of Accounting

The Financial Statements are prepared under 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 less from providing insurance
coverage during that penod and any adjustments to the profit or loss of prowviding insurance cover dunng earlier
accounting penods

Amounts reported in the General Business Technical Account relate to the movements in the calendar year in respect
of all relevant years of account of the Syndicates on which the Company participates

Assets and habilities ansing as a result of the underwnting activities are mainly controlied by the Syndicates’ managing
agents Accordingly, these assets and habiities have been shown separately in the balance sheet as “Syndicate
Partcipation™ Other assets and liabilities are shown as "Corporate” The syndicate assets are held subject to trust
deeds for the benefit of the Syndicates’ insurance creditors

The information included in these Financial statements in respect of the Syndicates has been supplied by Managing
Agents based upon the varnious accounting policies they have adopted The following describes the policies they have
generally adopted

13




MOTTRAM UNDERWRITING LIMITED ACCOUNTING POLICIES

General Business

Premiums

Premiums written comprise the total premiums receivable in respect of business incepted duning 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 receivable or notified to the syndicates on which the
Company participates, less an allowance for cancellations All premiums are shown gross of commission
payable to intermedianes and exclude taxes and duties levied on them

Unearned Premiums

Wnitten premium 1s earned according to the nsk profile of the policy Unearned premiums represent the
proportion of premiums written in the year that relate to unexpired terms of policies in force at the balance
sheet date, calculated on a time apporhonment basis having regard where appropnate, to the incidence of
risk The specific basts adopted by each syndicate 1s determined by the relevant managing agent

Deferred Acquisition Costs

Acquisthion costs, which represent commission and other related expenses, are deferred over the penod In
which the related premiums are earned

Reinsurance Premiums

Reinsurance premium costs are allocated by the Managing Agent of each syndicate to reflect the
protection arranged In respect of the business wntten and earned

Claims Incurred and Reinsurers' Share

Claims incurred comprise claims and settiement expenses (both internal and external} occurring in the
year and changes In the provisions for outstanding claims, including provisions for claims incurred but not
reported and settlement expenses, together with any other adjustments to clams from previous years
Where appiicable, deductions are made for salvage and other recoveries

The provision for claims outstanding comprises amounts set aside for claims notified and claims incurred
but not yet reported (IBNR) The amount included in respect of IBNR 1s based on statishical techniques of
estimation apphed by each syndicate’s in house reserving team and reviewed by external consulting
actuaries These techniques generally involve projecting from past experience the development of claims
over time to form a view of the likely ulimate claims to be expenenced for more recent underwriting,
having regard to vanations In the business accepted and the underlying terms and conditions The
provision for clarms also includes amounts in respect of internal and external claims handling costs For
the most recent years, where a high degree of volatility anises from projections, esimates 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 1s based on calculated amounts of outstanding claims and
projections for IBNR, net of estmated irecoverable amounts, having regard to each syndicate's
reinsurance programime In place for the class of business, the clams experience for the year and the
current security rating of the reinsurance companies involved Each syndicate uses a number of statisticat
techruques to assist in making these estimates

Accordingly the two most cntical assumptions made by each syndicates managing agent as regards claims
provisions are that the past 1s 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
fikely level of ulimate claims to be incurred

14



MOTTRAM UNDERWRITING LIMITED ACCOUNTING POLICIES

Vi

Vil

Vil

Claims Incurred and Reinsurers’ Share (continued)

The level of uncertainty with regard to the estimations within these provisions generally decreases with
time since the underlying contracts were exposed to new nsks In addition the nature of short tail claims
such as properly where claims are typically notified and settled within a short peried of time wiil normalty
have less uncertainty after a few years than long tall nsks such as some hability business where it may be
several years before claims are fully advised and setfied In addition to these factors if there are disputes
regarding coverage under policies or changes In the relevant law regarding a claim this may increase the
uncertainty in the estimation of the outcomes

The assessment of these prowisions 1s usually the most subjective aspect of an insurer'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 reinsurance recoveries have been assessed on the basis of
the inforrnation currently available to the directors of each syndicate’s managing agent However, ultimate
hability will vary as a result of subsequent information and events and thus may result in significant
adjustments to the amounts provided Adjustments to the amounts of claims provisions established in
prior years are reflected in the financial statements for the penod in which the adjustments are made The
provisions are not discounted for the investment earnings that may be expected to anse in the future on
the funds retained to meet the future liabiites The methods used, and the estimates made, are reviewed
reqularly

Unexptred Risks Provision

Provisions for unexpired nsks are made where the costs of outstanding clams, related expenses and
deferred acquisition costs are expected to exceed the unearned premium provision carned forward at the
balance sheet date The provision for unexpired risks 1s calculated separately by reference to classes of
business which are managed together, after taking into account relevant investment return  The provision
ts made on a syndicate by syndicate basis by the relevant managing agent

Closed Years of Account

At the end of the thurd year, the underwriting account 1s normally closed by reinsurance into the following
year of account The amount of the reinsurance to close premium payable 1s determined by the managing
agent, generally by eshmating 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 vanation In the ultmate habilites of the closed year of account 1s borne by the
underwnting year into which it 1s reinsured

The payment of a remnsurance to close premium does not eliminate the liability of the closed year for
outstanding claims  If the reinsunng syndicate was unable to meet its obligations, and the other elements
of Lloyd's chain of secunty were to fall, then the closed underwnting account would have to settle
outstanding claims

The Directors consider that the likellhood of such a failure of the reinsurance to close I1s extremely remote,
and consequently the reinsurance to close has been deemed to settle the habilities outstanding at the
closure of an underwnting account The company has included rts share of the reinsurance to close
premiums payable as techmical provisions at the end of the current period, and no further prowision 1s
made for any potential vanation in the ultimate habuity of that year of account

Run-off Years of Account

Where an underwriting year of account 1s 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 habilities of that
year The provision 1s determined initially by the managing agent on a similar basis to the reinsurance to
close However, any subsequent vanation in the ultimate liabilities for that year remains with the corporate
member participating therein  As a result any run-off year wili continue to report movements in its results
after the third year until such time as it secures a reinsurance to close
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MOTTRAM UNDERWRITING LIMITED ACCOUNTING POLICIES

X!

X1l

X1

Net Operating Expenses (including Acquisition Costs)

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

Acquisition costs, comprising commussion and other costs related to the acquisition of new insurance
contracts, are deferred to the extent that they are attributable to premiums unearned at the Balance Sheet
date

Distribution of Profits and Collection of Losses

Lloyd's operates a detalled 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 underwnting year of account basis and profits and losses belong to members
according to their 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 if a year of account goes inio run-off The syndicate may make earher on account
distributions or cash calis according to the cash flow of a particular year of account and subject to Lloyd's

Investments
Investments are stated at current value, including accrued interest at the Balance Sheet date
Investment Return

Investment return compnses all investment income, realised investrent gains and losses and movements
in unrealised gains and losses, net of investment expenses and charges

Realised and unrealised gaimns and losses are measured by reference to the ongnat cost of the investment
if purchased in the year, or If held at the beginning of the year by reference to the current value at that
date

Investment return 1s imihialty recorded in 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

Basis of Currency Translation
Syndicates maintain separate funds in sterling, United States dollars, Canadian dollars and Euros

Income and expenditure in US dollars, Canadian dollars and Euros 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

Assets and liabilihies are translated into sterling at the rates of exchange at the Balance Sheet date

All differences arising on the translation of foreign currency amounts in syndicates are inciuded in the
technical account within net operating expenses irrespective of their treatment by the underlying
syndicates The underlying syndicates have adopted different accounting policies including the non-
retranslation of non-monetary items by some and retransiations to year end values within the Statement of
Recognised Gains and Losses by others

Debtors/Creditors arising from insurance/reinsurance operations

The amounts shown in 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 therr
counterparty insureds, rensurers or intermedianies as appropnate
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MOTTRAM UNDERWRITING LIMITED ACCOUNTING POLICIES

Taxation

The company Is taxed on its results including its share of underwriting results declared by the syndicates and these
are deemed to accrue evenly over the calendar year in which they are declared The syndicate results included in
these financial statements are only declared for tax purposes in 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 underwnting results not subject to current corporation tax

The taxable results of the syndicates at a syndicate level are calculated by the managing agent and computations
submitted to HM Revenue & Customs (HMRC) Any adjustments that may be necessary to the tax provisions
established by the Company, as a result of any HMRC enquiry nto these computations, will be reflected in the
financial statements of subsequent penods

Deferred Taxation

Deferred tax 1s provided in full on timing differences which result in an gbhigation at the balance sheet date to pay
more tax, or a right 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 recognised to the extent that it 1s regarded as more likely than not that they will be recovered
Deferred tax assets and liabiities have not been discounted
Intangible Assets

Costs incurred by the Company in the Corporation of Lloyd's auchons in order to acquire nghts to parbcipate on
Syndicates’ underwriting years are included within intangible fixed assets and amortised over a 3 year penod
beginning in the year after the underwnting commences in respect of the purchased Syndicate participation

Cash Flow Statement

The company has no control over the disposition of assets and labilities at Lloyd’s Consequently, the Cash Flow
Statement 1s prepared reflecting only the movement \n corporate funds, which includes transfers to and from
Syndicates at Lloyd's
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MOTTRAM UNDERWRITING LIMITED NOTES TO THE FINANCIAL STATEMENTS

1 Class of Busmess

Gross Gross Gross Net

written premiums claims operating Reinsurance
2011 premiums eamed incurred expenses balance Total
Direct
Accident and health 72,252 70,563 (30,798) (29,768} (5,577) 4,420
Mator (third party hiability) 3,772 3,859 (1,805) (1,325} (257) 512
Motor (other classes) 127,960 132,078 (108,390) (45,320} 13,815 (7.817)
Manne, aviation and transport 232,276 232,398 (89,923) (75,672} {10,997) 55,806
Fire and other damage to property 341,857 341,322 (196,133) (118,708} (37,439) {10,958)
Thid party lability 165,208 166,701 {91,027) (60,455} (21,811} (6,592)
Credit and suretyship 29,371 27,458 (17,119) (7,400} (566) 2,373
Legal expenses 4,542 3,273 (1,077) {1,760) (129) 307
Other 5,296 5,384 (2,517) (3,468) (58) {659)
Total Direct 982,634 983,076 (538,789) (343,876) {63,019} 37,392
Reinsurance Business
Remnsurance balance 565,493 567,244 {617,702) (108,666) 21,937 (137,187)
Total Reinsurance 665,493 567,244 {617,702) {108,666) 21,937 (137,187)
Total £1,548,127 £1,550,320 £(1,156,491) £(452,542) £(41,082) £(99,795)
2010
Direct
Accident and health 84,044 84,801 (37,044} {34,886) (5,209) 7,662
Mator (third party liability) 5,621 4774 (2,340) (1,629) 9 814
Moator (other ciasses) 128,994 129,109 (193,157) (41,532) (4,313) {109,893)
Manne, aviation and transport 204,644 205,281 (97,024) {58,589) {15,038) 34,630
Fire and other damage to property 298,140 303,004 (145,465) {103,652) (41,315) 12,572
Third party kability 157,406 159,663 {95,441) (55,111) (7,910) 1,201
Credit and suretyship 80,423 83,146 {39,496) (23,109} (12,421) 8,120
Legal expenses 8,075 9,004 (5,763) (3,114} {104) 23
Other 4,062 5,018 {2614) {2,509) 3g (66)
Total Direct 971,409 983,800 {618,344) (324,131) (86,262) (44,937)
Reinsurance Business
Reimnsurance balance 527,524 545020 (284,391} (126,228) (74,882) 59,521
Totzl Reinsurance 527,524 545,020 {284,391} (126,2286) (74,882) 58,521
Total £1,498,933 £1,528,820 £(902,735) £(450,357)  £(161,144) £14,584
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MOTTRAM UNDERWRITING LIMITED

Geographical Analysts

Direct Gross Premium Wnitten In

United Kingdom
Other EU Member States
Rest of the World

Net Operating Expenses

Acquisition costs

Change in deferred acquisition costs
Administrative expenses
(Profit)loss on exchange

Investment Income

tncome from investments
Realised gains on investments
Bank Deposit Interest

Investment Expenses and Charges

Investrment management expenses
Losses on the reahsation of investments

Profit/{Loss) on Ordinary Activities before Taxation
This i1s stated after charging/{crediting)

Fees payable to the company's auditor for
- audit of the financial statements
- taxation services
- other services
Directors remuneration
Amortisation of syndicate capacity
(Profityloss on sale of syndicate capacity
Exchange {gain) or loss - Non Technical Account
Interest payable on reiated party loans
Interest payable - other

The Company has no employees
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2011 2010
982,634 971,409
£982,634 £971,409
2011 2010
359,273 343,565
2,005 5,741
94,661 114,808
{3,398) (13,858}
£452,542 £450,357
2011 2010
45,361 54,467
10,269 27,544
446 350
£56,076 £82,361
2011 2010
3,511 3,875
12,887 23,267
£16,398 £27,142
2011 2010

£ E

1,200 1,100
800 800
1,100 1,000
20,875 32,867
30 -

415 (21,818)
7,068 11,682




MOTTRAM UNDERWRITING LIMITED NOTES TO THE FINANCIAL STATEMENTS

7 Taxation 2011 2010

Analysis of Charge In Year

Current tax
UK Corporation Tax on profits of the year 3,428 17,000
Adjustments in respect of previous years - 84
3,428 17,084
Double taxation rehef (3,428) (17,000}
- 84
Foreign tax 5,607 4179
Total current tax 5,607 4,263
Deferred tax
Ongination and reversal of timing differences (39,000) (21,000)
Effect of change in tax rate on opering hability or asset - -
Total deferred tax (39,000) (21,000)
Tax on profit/{loss) on ordinary activities £(33,393) £(16,737)
Factors Affecting Tax Charge for the Year
The tax assessed for the penod 1s different to the standard rate of corporation tax
in the UK The differences are explained below
2011 2010
Profiti(loss) on ordinary activibes before tax £(212,918} £(39,065)
Profiti{loss) on ordinary actvities multiplied by the standard rate of
Corporation Tax in the UK of 20 25% (2010 - 21%) (43,116) (8,204)
Effects of
Expenses not deductible for tax purposes 3,399 (479)
Income not subject to tax (1,442) (1,307}
Twming differences ansing on the taxation of the underwriting results 24,692 28,239
Trading losses camed forwardf{utiised) 11,832 -
Foreign tax 2,179 (12,821)
Adjustments in respect of previous penods - B4
Other timing differences 7,963 (1,249)
Current tax charge for year £5607 £4263

Factors that may affect Future Tax Charges

The resuits of the Company’s participation on the 2008, 2009 and 2010 years of account and the calendar year movemnent on
2007 and pror run-offs, will not be assessed to tax until the year ended 31 December 2011, 2012 and 2013 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  In addition, tax only
Claims Equalisation Reserves {(CER) may further affect the timing of the taxation of underwniting profits

The above charge for foreign taxes has been estimated after making provision for double taxation rehief with the UK. However due
to the differences of trings and tax rates some foreign taxes may ultmately not be fully recoverable
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MOTTRAM UNDERWRITING LIMITED
8 Intangible Assets

Cost

At 1 January 2011
Additions

Dispasals

At 31 December 2011
Amortisation

Al 1 January 2011
Charge for the year
Disposals

At 31 December 2011

Net Book Value

At 31 December 2011

At 31 December 2010

9 [nvestments

Other Financia! Investments - Syndicate

Shares and other vanable yield secunties and units in unrt trusts
Debt secunties and other fixed income secunties
Parbcipation in investment pools
Loans secured by mortgage
Other Loans
\ Deposits with credit instifutions
Overseas deposits
Other

Listed investments included within the above

Other Financial investments - Corporate

Shares and other vanable yield secunties and units in umit trusts

Listed investments included wathin the above

|
\
|
|
1 21
;
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Syndicate
Participation
Rights
167,380
421
167,801
124,230
20,875
145,105
£22,696
£43,150
2011 2010

Market Market
Value Cost Value Cost
146,393 144,762 159,738 155,631
1,435,509 1,438,704 1,449 509 1,451,544
85,280 84,102 74,042 69,102
23,318 23,472 22,289 22,544
15,370 15,273 14,075 14,075
2,414 2,414 2,839 2,939
563 521 874 754
£1,708,847 £1,700,248  £1,723,467 £1,716,589
£1,667,182 £1,667,568 £1,683,290 £1,676,277
102,036 66,845 125,099 59,726
£102,036 £66,845 £125,099 £59,726
£102,036 £66,845 £125,099 £59,726




MOTTRAM UNDERWRITING LIMITED

10 Debtors

11

12

13

NOTES TO THE FINANCIAL STATEMENTS

2011 2010
Syndicate Syndicate
Participation Corporate Total Participation  Corporate Total
Deferred Tax {Note 15) - - - - - -
Other 355,516 20,099 375,615 334,957 - 334,957
£355,516 £20,099 £3758615 £334,957 £- £334,957

Other debtors includes £20,099 (2010 - ENil) in respect of cash calls pad to Lloyd's syndicates This amount will be recoverable
when the year of account on whose behalf the call was made 1s closed at a profit, or will be treated as a payment on account if the
year 1s closed at a [oss

Cash at Bank and in hand

2011 2010
Syndicate Syndicate
Participation Corporate Total Participation Corporate Total
Lloyd's deposit - 484 294 484 294 - 260,358 260,359
Cash at bank and in hand 105,987 3,980 109,967 89,846 5,866 95,712
£105,987 £488,274 £594,261 £89,846 £266,225 £356,071

The Lloyd's deposi represents monies deposited with the Corporation of Lioyd's (Lloyd's) to support the Company's underwnting
activities as described in the Accounting Polices The Company has entered into a Lloyd’'s Deposit Trust Deed which gives the
Corporation the nght to apply these monies in settlement of any clams ansing from the participation 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 either replaced by an equivalent asset, or after the exptraton of the Company's liabilites in respect of Its

underwnting

Called-up Share Capital 2011 2011 2010 2010

Allotted, Allotted,

Called-up Called-up

and and

Authonsed Fully Paid  Authonsed Fuily Paid

Ordinary shares of £1 each £100,000 £5,000 £100,000 £5,000
Profit and Loss Account 2011

Syndicate

Participation Corporate Total

Retained profit/(loss) brought forward 206,280 197,973 404,253

Transfer (98,321} 98,321 -

Profit{loss) for the financial year (71,373) {108,152} (179,525)

Other recognised gains and losses - - -

Retained profit/(loss} camed forward £36,586 £188,142 £224728
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15

16
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NOTES TO THE FINANCIAL STATEMENTS

14 Reconciliation of Movements in Shareholders’ Funds 2011 2010
Opening shareholders’ funds 409,253 431,580
Profit / (loss) for the financial year (179,525) (22,327)
Transfer of share premium to share capital - 3,750
Cther recognised gains and losses - (3,750)

Closing shareholders' funds £229,729 £409,253
Provision for Deferred Tax 2011 2010
Lrability/{2sset) at start of year 87,000 108,000
Deferred tax charge/{credit) in Profit and Loss Account for year (39,000) (21,000)
Liability/(asset) at end of year £48,000 £87,000
Analysis of Provision for Deferred Taxation
Timing differences ansing from the taxation of the underwnfing results 8,030 81,414
Claims Equalisation Reserves 39,013 20,332
Other tming differences 13,331 6,254
Tax losses carmed forward (12,374) -

£48,000 £108,000
Other Creditors
2011 2010
Syndicate Syndicate

Participation Corporate Total Participation Corporate Total
Other creditors 270,406 20,996 291,402 264,176 1,792 265,968
Corporation Tax - - - - - -
Related party loan accounts - 288,601 288,501 - 92 468 92,468
£270,406 £309,597 £580,003 £264,176 £94 260 £358,4386

Reconciliation of Operating Profit / {Loss) to Net Cash
Inflow / {Outflow) from Operating Activities 2011 2010
Operating Profit/{Loss) (212,918) (39,065)
interest and dividends received - non-techmical account (7,565) (6,574)
Realised and unrealised profits and losses on corporate investments 30,181 {15,087}
Underwriting result in year 71,373 {62,903)
Closed Year result distnibutable 1n year 98,321 240,200
increase / {Decrease) in creditors 51,329 14,378
(increase) / Decrease 1n debtors (20,099) -
(Profit ) / Loss on sale of capacity 30 -
Amortisabon of syndicate capacity 20,875 32,867
Net cash inflow/ (Outflow) from operating activities £31,528 £163,816
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MOTTRAM UNDERWRITING LIMITED NOTES TO THE FINANCIAL STATEMENTS

18 Movement in Cash and Portfolio Investments

19

20

21

At1 Changes to At 31

January Non-cash Cash Market December

2011 Transactions Fiow Values 2011

Cash at bank and in hand 268,225 - 222,049 - 488,274
Other portfolio investments 125,099 7,118 - {30,181) 102,036
£391,324 £7,118 £222,049 £(30,181) £580,310

Funds at Lloyd’s

In addrtion to the Funds held in tha Lloyd's Depostt (Note 11) the Company’s Lloyd’s underwnting 1s supported by £458 500 (2010
£458,500)

Related Party Transactions

included within creditors at 31 December 201115 £288,601 (2010 £92,468) which I1s due to Abingdon These amounis are shown
In note 16 under Related Party loan accounts

The New Abingdon Trust Limited, a Guemnsey based trust and its subsidiary &bingdon Trading Ventures Limited, a company
registered 1n the Bnbsh Virgin Islands (collectively "Abingdon”} have provided Funds at Lloyd's to the company for which it
charged £55,020 {2010 - £55,020), and recharged to this company £4,445 (2010 - £4,445) of bank charges, £16,462 (2010 -
£17,957) of consultancy and £8,296 (2010 - £8,296) of legal and professional charges incured in relation to this company’s
trading Interest at base rate plus 4% I1s charged on the outstanding loan balance, and amounted to £7,068 i 2011 (2010 -
£11,462) In 2011 £79,136 (2010 - £377,533) was repaid to Abingdon

Ultimate Controlling Party

The ultimate controlling party of the Company 15 The New Abingdon Trust Limited, a Guemnsey based trust of which Michael
Sladden a director of this company Is an indirect beneficiary
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22 Syndicate Participation

Syndicate Managing Agent

No

33
218
510
557
570
609
623
958

2010
2791
4020
6104
6105
6106
6107

Hiscox Syndicates Limited
Equity Syndicate Management Ltd
R J Kiin & Co Limited

R JKiln & Co Limited

Atnum Underwniters Limited
Atnum Underwriters Limited
Beazley Furlonge Limited
Omega Underwnting Agents Ltd
Cathedral Underwnting Limited
Managing Agency Partners Ltd
Ark SP3

Hiscox SPS

Ark SP3

Amlin SPS

Beazley SPS
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Allocated capacrtty per underwriting year

2012 2011 2010 2009

£ £ £ £
181,667 172,106 191,228 143,422
111,116 123,462 123,462 114,849
171,281 156,471 156,471 107,147
75,269 75,269 150,000 100,000
- 184,990 184,590 160,000
376,425 191,435 191,435 139,058
152,286 152,286 152,288 101,272
225,000 134,706 134,706 120,000
225,000 225,000 175,005 150,000
300,000 300,000 275,000 190,000
24,792 24792 - -
40,000 30,000 - 37,500
- - 24,792 20,000
40,000 40,000 40,000 33,909
- 30,000 - -
£1,922,836 £1,840,517 £1,799,375 £1,417,158




