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Important information about Syndicate Reports and Accounts

Access to this document is restricted to persons who have given the certification set forth below. If this
document has been forwarded to you and you have not been asked to give the certification, please be
aware that you are only permitted to access it if you are able to give the certification. '

The syndicate reports and accounts set forth in this section of the Lloyd's website, which have been
filed with Lloyd’s in accordance with the Syndicate Accounting Byelaw (No. 8 0f 2005), are being provided
for informational purposes only. The syndicate reports and accounts have not been prepared by Lloyd’s,
and Lloyd’s has no responsibility for their accuracy or content. Access to the syndicate reports and
accounts is not being provided for the purposes of soliciting membership in Lloyd's or membership on
any syndicate of Lloyd’s, and no offer to join Lloyd's or any syndicate is being made hereby. Members
of Lloyd’s are reminded that past performance of a syndicate in any syndicate year is not predictive of
the related syndicate’s performance in any subsequent syndicate year.

You acknowledge and agree to the foregoing as a condition of your accessing the syndicate reports
and accounts. You also agree that you will not provide any person with a copy of any syndicate report
and accounts without also providing them with a copy of this acknowledgment and agreement, by which
they will also be bound.
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Report of the Directors of the Managing Agent

The Directors of the Managing Agent present their report in respect of Syndicate 4711 ("the Syndicate") for the
year ended 31 December 2017.

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

Results

The result for the year ended 31 December 2017 is a loss of £15.5m (result for the year ended 31 December
2016 was a profit of £6.7m) and is set out in the Profit and Loss Account on page 13.

Overview of the business

The principal activity of the Syndicate is the transaction of general insurance and reinsurance business at Lloyd'’s.
A description of the Syndicate’s business is as follows:

Marine, Energy & Aviation Insurance:

The Marine, Energy & Aviation Insurance sub-segment comprises of Aviaﬁon, Marine & Energy Liability, Marine
Hull, Onshore Energy and Construction, Specie and Upstream Energy.

+  Aviation: Focuses on airline, hull deductible, hull war, and aerospace business (comprising of airport and
non-critical products business).

» Cargo: Coverage consists of project cargo, including DSU ("Delay in Start Up"), commodities, plant and
machinery, steel and raw materials and finished goods.

«  Marine & Energy Liability: Both onshore and offshore coverage is written at a variety of attachment points,
including at primary levels where appropriate. The marine account offers protection and indemnity, and
maritime employers' coverage, although we consider other marine coverage. The energy account
considers clients from upstream through the entire process up to and including downstream risk.

« Marine Hull: Coverage consists primarily of navigating policies for ships, insuring the hull of the vessel
and its machinery. Ancillary coverage includes building risks, war risks, increased value cover, loss of
hire, port risks, and total loss only cover.

«  Onshore Energy and Construction: Onshore energy provides property damage and business interruption
cover for operational oil and gas, petrochemical, chemical, power generation, and heavy industrial risks
(mining, metal making, pulp and paper, etc.). Onshore construction provides property damage, delay in
start-up, and third party liability cover for a broad spectrum of risks under construction.

+  Specie: The specie business line focuses on the insurance of high value property items on an all risks
basis, including fine art, general and bank related specie, jewellers’ block and armoured car.

»  Upstream Energy: Coverage is offered to insureds principally for physical damage, control of well, loss
of hire, and business interruption; as well as other ancillary perils for both operational and construction
risks. Upstream exposures exist both offshore and onshore and cover is provided for exploration and
drilling, construction and development of a field and then the production and processing of hydrocarbons
up to the point of refining.

Financial and Professional Lines Insurance:

The Financial and Professional Lines sub-segment comprises of Accident & Health, Credit & Political Risks, Crisis
Management, Cyber, International Management Liability and Professional indemnity.
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Accident & Health: A global portfolio is written focusing on niche business and relationships focusing on
products that afford protection for individuals, groups and companies from the consequences of accidental
death, disability and global travel. An extensive range of accident and health covers are offered, including:
individual and group personal accident ("PA")/disability, credit card, evacuation/repatriation, war,
occupational accident, medical expenses, aviation PA, sports PA/disability and other specialist products.
In addition, there is the ability to provide protection for a wide range of reinsurance clients on an excess

of loss and proportional basis.

Credit and Political Risks: Business written covers the credit and contract frustration risks on a variety of
trade and non-trade related transactions, as well as political risks (including multi-year war on land cover).
There is worldwide coverage, but with concentrations in a number of countries, such as Russia, China,
Brazil, the Netherlands and the United States.

Crisis Management: The majority of this portfolio is terrorism insurance, but the Syndicate also writes
kidnap and ransom insurance designed to protect individuals and corporations operating in high-risk
areas around the world, including covering the shipping industry’s exposure to acts of piracy.

Cyber and Technology Errors & Omissions: This account includes a worldwide portfolio of policies,
covering professional indemnity for technology firms, media liability and traditional Cyber-specific covers.
Cyber-specific covers include first party costs and third party liabilities related to the breach of contractual
or statutory data protection obligations. Other covers include network-based extortion, network-based
business interruption, third party network security liability and first party data recovery expenses.

International Management Liability: The financial institutions business is written on both a primary and
excess of loss basis and consists of professional liability, crime insurance and directors’ and
officers’ (‘“D&Q") cover, with the largest exposure comprising risks headquartered in Australia, followed
by the UK, US and Canada. This covers financial institutions including commercial and investment banks,
asset managers, insurance companies and stockbrokers. The account also includes a book of D&O
insurance for commercial insureds located both inside and outside of the US and a worldwide book of
representations and warranties and tax indemnity business through facilities.

Professional Indemnity: The professional indemnity business is written on both a primary and excess of
loss basis focused on mainly non-US domiciled insureds and insures a wide range of professions including
lawyers, accountants, architects and engineers.

Other, including:

Environmental: Cover is provided for damages arising from pollution resulting from an insured’s activities
including bodily injury, property damage, clean-up costs and biodiversity damage. Heavy industries
(metals, mining and paper), energy (upstream/midstream/downstream), hydrocarbon supply (storage
and distribution), ports/terminals, construction companies & projects, manufacturing, waste treatment &
storage, transportation, hospitality, commercial real estate, airports/fixed base operators and
environmental professionals.

Global Casualty: Consists of a broad portfolio of excess casualty business, including railroad, Fortune
1000, manufacturing, and construction.

Reinsurance: This account consists of various businesses requiring our Lloyd’s capacity and includes
space business written through consortium, Brazilian reinsurance treaty business, China reinsurance
treaty business (including property, casualty and specialty business), international property facultative
and some casualty business.

2017 Performance

Overall premium for the year has decreased to £396.6m (2016: £404.5m), with the loss for the financial year of
£15.5m reflecting the challenging market conditions currently being faced, higher than expected attritional losses
in the current accident year and catastrophe losses from hurricanes Harvey, Irma and Maria ("HIM"). Decreasing
production levels have been seen throughout the three segments, with favourable increases seen in a number
of teams, such as Accident & Health, being offset by others, such as Upstream Energy, which continue to suffer
from both adverse market conditions and a challenging rating environment. Additional information on the
Syndicate's classes of business is set out below.

-5-
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Marine, Aviation and Energy Insurance

Gross written premium decreased to £177.1m from £217m in 2016 due to depressed oil prices and unfavourable
market conditions caused by excess capacity. The segment as a whole showed a small profit, with losses arising
from hurricanes Harvey, Irma and Maria ("HIM"), which significantly affected the Marine Hull yacht business, being
offset by increased prior year reinsurance recoveries in Upstream Energy.

Financial and Professional Lines Insurance

~Gross written premiums have increased in the year to £165.7m from £144.7m in 2016 due to increased traction
in our Singapore office as well as the continued growth of the Accident & Health team. The segment showed a
small loss for the year as a result of losses due to Grenfell related matters.

Other including Global Casualty Insurance and, Reinsurance

Gross written premium increased in the year to £53.8m from £42.8m in 2016 due to growth in Insurance Property
and Casualty. This segment suffered from losses arising from HIM hurricanes in the year.

Key performan'ce indicators

. The key financial pérformance indicators during the year were:

(£ in millions)

Capacity 550.0
Gross written premium 396.6
Gross earned premium i 3971
Net earned premium 195.6
Investment return , 3.1
Underwriting loss (6.8)
Expense ratio ' 40.3%
Claims ratio 64.8%
Combined ratio. : 105.1%

Outwards reinsurance arrangements

We purchase reinsurance and retrocession to mitigate and diversify our risk exposure to a level consistent with
our risk appetite and to increase our insurance and reinsurance underwriting capacity. These agreements provide
for recovery of a portion of our losses and loss adjustment expenses from our reinsurers. The amount and type
of reinsurance that we purchase varies from year to year and is dependent on a variety of factors, including, but
not limited to, the cost of a particular reinsurance contract and the nature of our gross exposures assumed, with
the aim of securing cost-effective protection.

We have reinsurance covers in place for the majority of our insurance classes of business, most of which are on
an excess-of-loss basis and / or proportional treaty basis. The excess of loss covers provide protection in various
layers and excess of varying attachment points according to the scope of cover provided. In 2017 we increased
the number of proportional reinsurance contracts in size and number of classes covered compared to our previous
coverage in 2016. We expect 2018 to remain broadly similar to 2017.

In respect of our external non-catastrophe specific reinsurance contracts, in 2018 Aspen Bermuda Limited ("ABL"),
asubsidiary of Aspen Insurance Holdings Limited, will not be retaining shares in any of our excess of loss contracts
or proportional reinsurance treaties. :

The Syndicate has an adverse development cover to protect against reserve deterioration over and above the

31 December 2008 net reserve position. Also, the Syndicate has a 20% whole account quota share for the years
of account 2009 to 2017 to protect the net retained account. These reinsurances are placed with ABL.
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For the 2015 to 2017 underwriting years of account, all MEC business was agreed to be written to the Syndicate
and an additional 50% quota share was purchased to reduce volatility. This quota share was purchased with
AlUK, a subsidiary of Aspen Insurance Holdings Limited ("AIHL").

Investment performance

The investment policy of the Syndicate is set by the Board of Aspen Managing Agency Limited ("AMAL") and
managed with support from the Aspen Group Treasury function. The Board monitors investment performance
and approves the appointment of investment managers. Conning Asset Management Limited manage the
Syndicate’s investments. :

As at 31 December 2017, the Syndicate held £185.3m in fixed income investments, which were located in various
countries in Europe excluding the UK; being Austria, France, Luxembourg, Netherlands and Germany. All such
investments had a Standard & Poor's rating of at least BBB+. Investment risk is analysed in note 4 to these
accounts.

The Syndicate maintains investment funds in Sterling, US dollars, Euro and Canadian dollars.

As at 31 December 2017 the total value of cash and investments was £302.0m (2016: £353.0m). Of the total
value, 59.0% was held in US dollars, of which 9.0% was invested in money market funds and 30.0% was invested
in Canadian and US government bonds. Overall the investment yield for the year was 1.0% (2016: 0.4%) on an
annualised basis.

Further analysis of the Syndicate's investments can be found in the notes 10 and 11 to these accounts.
Financial Position

The balance sheet of the Syndicate shows total assets of £1,061.2m and a members' balances deficit of £35.9m.
Of the total assets, £213.0m is represented by financial investments. The Syndicate maintains all its investments

in fixed income bonds and liquidity funds all with a rating of at least BBB+.

Insurance reserves include a provision for claims outstanding of £376.3m and a provision for unearned premium
of £121.8m net of reinsurance.

1



v - Syndicate 4711
Report and accounts
31 December 2017

Principal Risks and Uncertainty

Risk management has been embeddedh in the management and culture of the Aspen Group since its formation
in 2002. Aspen Managing Agency Limited ("AMAL") and the Syndicate, as operating entities within the Aspen
Group, benefit from the Group’s established risk management practices.

The key risks for the Syndicate are largely unchanged during the last year. The ongoing soft market conditions
and its impact on the achievability of both top line and bottom line performance remain a key focus.

During 2011 a Risk Universe was agreed for Syndicate 4711, which defines the different types of risk that Syndicate
4711 faces and how they are monitored and measured. This framework has been applied and refined every year
from 2012 - 2017. The risks are defined in the Risk Universe at 3 levels:

» Main risk classification
* Risk category
+ Risk sub category

The main risks faced by Syndicate 4711 are defined as follows:
Core risks - those risks inherent in the running of Syndicate 4711’s business are listed below:

1) Insurance risk: the variation of actual technical results from their expected values other than as a result ,
of execution, operational or counterparty risks.

2) Market risk: The risk of variation in the market value of the Syndicate's assets as a result of changes in
the market prices of securities or foreign currencies.

Non-core risks are all risks other than core risks. These are quantified as far as possible and, wherever practical,
minimised or avoided. These are listed below:-

3) Creditrisk: The risk of diminution in the value of insurance receivables as a result of counter-party default.

4) Liquidity Risk: The risk that Syndicate 4711 is unable to make payments or provide collateral when
required. : : - :

5) Operational Risk: The risk of loss arising from inadequate or failed internal processes, personnel or
systems, or from external events.

6) Strategic Risk: The risk of adverse impact on shareholder value orincome and capital of adverse business
decisions, poor execution or failure to respond to market changes.

7) Emerging Risk: The risk that events not previously identified emerge and impact the profitability and/or
balance sheet of Syndicate 4711.

8) Regulatory Risk: The risk of non-compliance with regulatory requirements including ensuring we
understand and comply with changes to those requirements are an operational risk. There is a residual
risk that changes in regulation impact our ability to operate profitably in some jurisdictions or some lines
of business.

9) Taxation Risk: The risk that we do not understand, plan forand manage our tax obligations is an operational
risk. There is a residual risk that changes in taxation impact our ability to operate profitably in some
jurisdictions or some lines of business.

Operational risk is the most complex of the major risk classifications because it includes multiple risk scenarios
arising from multiple processes and circumstances. Because of this we record identified operational risks and
their related risk assessments, owners and identified controls in a separate Syndicate 4711 ‘Operational Risk
Register’. The Operational Risk Register continues to be maintained and monitored via a quarterly review process.
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During 2011 the current approach to Syndicate 4711 key risk limits was introduced. These key limits supplement
the Syndicate 4711 risk appetite statement which was first agreed in 2010 and ensure, amongst other things, that
specific key accumulation risks faced by Syndicate 4711 are measured and monitored.

Reporting against the Syndicate 4711 Risk Appetite and Key Risk Limits has formed part of the.quarterly Chief
Risk Officer ("CRQ") reports to the AMAL Executive Committee and Board throughout 2017. The Risk Appetite
and Key Risk Limits are formally reviewed annually as part of the business planning process. Changes to the
Key Risk Limits throughout the year are reported on via the quarterly CRO reports.

The draft 2017 Own Risk and Solvency Assessment report was reviewed by the AMAL Board in March 2017 and
a number of changes were requested to be made prior to its submission to Lloyd's at the end of March 2017. The
Syndicate has made the decision to use derivatives to hedge unmatched. currency balance sheet positions from
2018 onwards. : ‘

UK's Decision to leave the EU

There is still uncertainty surrounding the implementation and effect of the UK’s decision to leave the European
Union (“E.U."), otherwise known as Brexit. While the UK continues to be a full member of the E.U. the Syndicate
will continue to have access to E.U. business under the current passporting regime. Once the UK has left the
E.U. the Syndicate expects to be able to continue to access risks from all 27 E.U. countries and three European
Economic Area states, through its participation in the Lloyd's Brussels subsidiary (subject to regulatory approval).
The Lloyd's Brussels subsidiary will be a Belgian insurer regulated by the National Bank of Belgium and the
Belgian Financial Services and Markets Authority.

Uncertainty still exists regarding the ability of the Syndicate to service existing E.U. policies written before the
. exit date. This is dependent on the outcome of Brexit negotiations.

As a consequence of Brexit there is likely to be increased economic volatility and market uncertainty globally, in
particular volatility of currency exchange rates, interest rates and credit spreads. Syndicate 4711's risk
management framework provides the mechanism for managing and mitigating these risks.

Future developments
The Syndicate’s capacity for 2018 has increased to £566 million (2017: £550 million).

The Syndicate will look to develop its existing business in line with market conditions. It will grow in areas where
opportunities make sense and allow and re-evaluate strategy in classes that are more challenging.

The Syndicate expects to continue to grow its business written on both the Lloyd's Asia and Japan platforms.
These regions remain key for establishing a presence in support of insurance diversification and growth plans.
in 2b17../‘-\'sp"en Insurance Holdings Limited launched a comprehensive programme to improve operating
effectiveness and efficiency across the organisation and enhance its market position (the “Effectiveness and

Efficiency Programme”). The Effectiveness and Efficiency Programme is intended to result in a more nimble -

organisation with faster and better. decision-making ability and a more competitive expense ratio. This will be
delivered through expense savings and incremental capital expenditure, particularly in information technology,
over the next three years.
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Directors

The directors of AMAL who held office during the year ended 31 December 2017 and up until the date of this
report being S|gned are as follows:

Date of Appointment Date of Resignation
H E Hutter Non-executive Chairman 28" February 2008
KA Green Chief Executive Officer 26th March 2008 17" October 2017
M Cain Chief Executive Officer 17" October 2017
KA Green Non-executive Director 17" October 2017
K Mayr Non-executive Director 18" October 2016

P D Webster Non-executive Director 14™ August 2013
JWJRoome Non-executive Director 25" May 2017

M E Dean Director 21% October 2015

H Rose Director 3" February 2016 :

J F Hobbs Non-executive Director 24" July 2008 25" May 2017

M Jackson Director 4™ July 2016 31% July 2017
KR L Vacher  Director 24" February 2010 17" October 2017

Research and development
The Syndicate has not undertaken any research and development activities during the year.
Disclosure of information to the Auditors
The directors each confirm that:
+ So far as they are aware, there is no relevant audit information of which the Syndicate's auditors are
unaware, and
- They have taken all the steps that they ought to have taken as a director in order to make themselves

aware of any relevant audit information and to establish that the Syndicate's auditors are aware of that
information.

Auditors

Pursuant to Section 14 (2) of Schedule 1 of the Insurance Accounts Directive (Lloyd’s Syndicate and Aggregate
accounts) Regulations 2008, the auditor will be deemed to be reappointed and KPMG LLP will therefore continue
in office.

By order of tfzy
Helen Lipscomb

Secretary

15th March 2018
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Statement of Managing Agent’s Responsibilities

The directors of the Managing Agent are responsible for preparing the Syndicate financial statements in
accordance with applicable law and regulations.

The Insurance Accounts Directive (Lloyd's Syndicate and Aggregate Accounts) Regulations 2008 requires the
directors of the Managing Agent to prepare their Syndicates financial statements for each financial year. Under
that law they have elected to prepare the financial statements in accordance with UK Accounting Standards and
applicable law (UK Generally Accepted Accounting Practice), including FRS 102 The Financial Reporting Standard
applicable in the UK and Republic of Ireland.

Under Insurance Accounts Directive (Lloyd's Syndicate and Aggregate Accounts) Regulations 2008 the directors
of the Managing Agent 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 Syndicate and of the profit or loss of the Syndicate for that period. In
preparing these financial statements, the directors of the Managing Agent are required to:

+ Select suitable accounting policies and then apply them consistently;

+ Make judgements and estimates that are reasonable and prudent;

» State whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements; and

» Assess the Syndicate's ability to continue as a going concern, disclosing, as applicable, matters related to
going concern: and '

« Use the going concern basis of accounting unless they either intend to cease trading, or have no realistic
alternative but to do so.

The directors of the Managing Agent are responsible for keeping adequate accounting records that are sufficient
to show and explain the Syndicate’s transactions and disclose with reasonable accuracy at any time the financial
position of the Syndicate and enable them to ensure that the financial statements comply with the Insurance
Accounts Directive (Lloyd's Syndicate and Aggregate Accounts) Regulations 2008. They are responsible for such
internal control and they determine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error, and have general responsibility for taking such steps
as are reasonably open to them to safeguard the assets of the company and to prevent and detect fraud and
other irregularities.

The directors of the Managing Agent are responsible for the maintenance and integrity of the Syndicate and
financial information included on the Syndicate’s website. Legislation in the UK governing the preparation and
dissemination of financial statements may differ from legislation in other jurisdictions.

(ele_lor-

"Helen Rose
Chief Financial Officer

15th March 2018
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Responsibilities of the directors of the Managing Agent

As explained more fully in their statement set out on page 11, the directors of the Managing Agent are responsible
for: the preparation of the financial statements and for bemg satisfied that they give a true and fair view; such
internal control as they determine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error; assessing the Syndicate’s ability to continue as a going.
concern, disclosing, as applicable, matters related to going concern; and using the going concern basis of
accounting unless they either intend to cease trading, or have no realistic alternative but to do so.

Auditor's responS|b|I|t|es

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

A fuller description of our responsibilities is provided on the FRC's website at www.frc.org.uk/
auditorsresponsibilities.

The purpose of our audit work and to whom we owe our responsibilities

This report is made solely to the Syndicate’s members, as a body, in accordance with the Insurance Accounts
Directive (Lloyd’s Syndicate and Aggregate Accounts) Regulations 2008. Our audit work has been undertaken
so that we might state to the Syndicate’s members those matters we are required to state to them in an auditor’s
report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility
to anyone other than the company and the Syndicate’s members, as.a body, for our audit work, for this report,
or for the opinions we have formed.

ol e
Honben T2

Kushan Tikkoo (Senior Statutory Auditor)

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

E14 5GL

16th March 2018
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Independent Auditor's Report to the Member of Syndicate'4711

Opinion
We have audited the financial statements of Syndicate 4711 for the year ended 31 December 2017 which comprise
the Profit and Loss Account: Technical Account and Non-Technical Account - general business for the period,

Balance Sheet - Assets, Balance Sheet - Liabilities, Statement of Changes in Members' Balances, Cash Flow
Statement, and related notes, including the accounting policies in note 3.

In our opinion the financial statements:

+ give atrue and fair view of the state of the Syndicate’s affairs as at 31 December 2017 and of its loss for
the year then ended;

» have been properly prepared in accordance with UK accounting standards, including FRS 102 The
Financial Reporting Standard applicable in the UK and Republic of Ireland; and

- have been prepared in accordance with the requirements of the Insurance Accounts Directive (Lloyd's
Syndicate and Aggregate Accounts) Regulations 2008.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) ("ISAs (UK)") and applicable
law. Our responsibilities are described below. We have fulfilled our ethical responsibilities under, and are
independent of the Syndicate in accordance with, UK ethical requirements including the Financial Reporting
Council ("FRC") Ethical Standard. We believe that the audit evidence we have obtained is a sufficient and
appropriate basis for our opinion. '

Going Concern

We are required to report to you if we have concluded that the use of the going concern basis of accounting is
inappropriate or there is an undisclosed material uncértainty that may cast significant doubt over the use of that
basis for a period of at least twelve months from the date of approval of the annual accounts. We have nothing
to report in these respects.

Report of the directors of the Managing Agent

The directors are responsible for the Report of the directors of the Managing Agent. Our opinion on the financial
statements does not cover that report and we do not express an audit opinion or, except as explicitly stated below,
any form of assurance conclusion thereon.

Our responsibility is to read the Report of the directors of the Managing Agent and, in doing so, consider whether,
based on our financial statements audit work, the information therein is materially misstated or inconsistent with
the financial statements or our audit knowledge. Based solely on that work we have not identified material
misstatements in that report. .

In our opinion the information given in the Report of the Directors of the Managing Agent is consistent with the
financial statements. ’

Matters on which we are required to report by exception

Under the Insurance Accounts Directive (Lloyd’s Syndicate and Aggregate Accounts) Regulations 2008, we are
required to report to you if, in our opinion:

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

. the financial statements are not in agreement with the accounting records and retufns; 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.

We have nothing to report in these respects.

-12-
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Profit and Loss Account: Technical and Non-Technical Account - General Business

for the year ended 31 December 2017 -

Gross premiums written

Outward reinsurance premiums

Net premiums written

Change in the provision for unearned premiums
Gross amount
Reinsurers’ share

Net change in provision for unearned premiums

Earned premiums, net of reinsurance

Allocated investment return transferred from the non-
technical account

Claims incurred, net of reinsurance
Claims paid
Gross amount
Reinsurers’ share
Net claims paid
Change in the provision for claims
Gross amount
Reinsurers’ share -
Net change in the provision for claims

Claims incurred, net of reinsurance
Net operating expenses

Balance on the technical account - for general business

Non-Technical Account
Investment income

Realised losses on investments
investment management charges
Unrealised losses on investments

Allocated investment return transferred to general business
technical account

Other charges
(Loss)/Profit for the financial year

All operations are continuing.

Notes

13
13

10

5&13

13

10
10
10
10

The notes on pages 20 to 48 form an integral part of these annual accounts.

2017 2016
£000 £000
396,588 404,459
(214,308) (182,211)
182,280 222,248
531 (12,107)
12,785 19,145
13,316 7,038
195,596 229,286
3,090 1,399
(182,794) (161,324)
93,963 56,100
(88,831) (105,224)
(84,212) (70,250)
46,387 43,892
(37,825) (26,358)
(126,656) (131,582)
(78,844) (91,821)
(6,814) 7,282
4,657 3,936
(723) (2,129)
(246) (175)
(598) (233)
(3,090) (1,399)
(8,721) (583)
(15,535) 6,699

-14-



Statement of Other Comprehensive Income
for the year ended 31 December 2017

(Loss)/Profit for the financial year
Foreign currency translation differences

Syndicate 4711
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31 December 2017

Total recognised (losses)/gains in the financial year

2017 2016
£000 £000
(15,535) 6,699
1,898 (2,211)
(13,637) 4,488

The notes on pages 20 to 48 form an integral part of these annual accounts.
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Balance sheet - Assets
at 31 December 2017

2017 2016
Notes £000 £000
Investments _ ‘
Financial investments " 212,973 286,839
Reinsurers’ share of technical provisions
Provision for unearned premiums . 13 114,715 112,096
Claims outstanding 13 271,089 238,244
385,804 350,340
Debtors - due within one year
Debtors arising out of direct insurance operations - intermediaries 186,877 166,471
Debtors arising out of reinsurance operations 108,584 82,118
Other Debtors 9,711 . 2,498
305,172 251,087
Debtors - due after one year
Debtors arising out of direct insurance operations - intermediaries 7,225 5,808
Debtors arising out of reinsurance operations 1,899 2,339
9,124 8,147
Other assets
Cash at bank and in hand ) 14 17,838 9,870
Other ' 14 71,158 56,303
88,996 66,173
Prepayments and accrued income
Deferred acquisition costs 12 58,427 61,784
Other prepayments and accrued income 714 692
59,141 62,476
TOTAL ASSETS 1,061,210 1,025,062

The notes on pages 20 to 48 form an integral part of these annual accounts. -16-



Syndicate 4711
Report and accounts
31 December 2017

Balance Sheet - Liabilities
at 31 December 2017

2017 2016
Notes £000 £000
Capital and reserves '
Member's balance (35,878) (7,907)
Technical provisions
Provision for unearned premiums 13 236,468 252,432
Claims outstanding 4 13 647,346 607,821
883,814 860,253
Creditors - due within one year
Creditors arising out of direct insurance operations -
intermediaries 36,244 32,767
Creditors arising out of reinsurance operations 137,196 112,537
173,440 145,304
Accruals and deferred income 15 39,834 27,412
TOTAL LIABILITIES | 1,061,210 1,025,062

The financial statements on pages 14 to 48 were approved by the Board of Aspen Managing Agency Limited on
15th March 2018 and were signed on its behalf by:

hero_Loxe

Helen Rose
Chief Financial Officer

15th March 2018

The notes on pages 20 to 48 form an integral part of these annual accounts. -17-



. , Syndicate 4711
Report and accounts
31 December 2017

Statement of changes in Members' Balances
at 31 December 2017 -

2017 2016

£000 £000

Member's balances at 1 January (7,907) ' (12,592)
Impact of change in accounting policy on adoption of FRS 102 — 204
(Loss)/Profit for the financial year (15,535) 6,699
Other recognised gains and losses relating to the financial year 1,898 ' (2,211)
Distribution of Profit to member (14,737) 35
Member's FIT 403 (42)
Member's balance carried forward at 31 December (35,878) (7,907)

Members participate in syndicates by reference to years of account and their ultimate result, assets and liabilities
are assessed with reference to policies incepting in that year in respect of their membership of a particular year.

The notes on pages 20 to 48 form an integral part of these annual accounts. -18-



Cash Flow Statement
for the year ended 31 December 2017

Cash flows from operating activities
Operating result '

Increase in gross technical provisions

Increase in reinsurers' share of gross technical provisions
Increase in debtors

Increase in creditors

Movement in other assets/liabilities

Investment return

Other '

Net cash flows from operating activities '

Cash flows from investing activities
Purchase of equity and debt instruments
Sale of equity and debt instruments
Investment income received

Net cash flows from investing activities

Cash flows from financing activities
Distribution (profit)/loss
Net cash flows from financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December

Cash at bank and in hand
Short term deposits with credit institutions
Cash and cash equivalents at 31 December

Notes

14
14

The notes on pages 20 to 48 form an integral part of these annual accounts.

Syndicate 4711

Report and accounts

31 December 2017

2017 2016
£000 £000
(15,535) 6,699
23,561 227,849
(35,464) (119,112)
(51,726) (98,124)
40,558 74,377
— (35,037)
(3,091) (1,399)
2,301 (2,864)
(39,396) 52,389
(77,196) (179,805)
150,217 138,083
3,935 1,807
76,956 (39,915)
(14,737) 35
(14,737) 35
22,823 12,509
66,173 53,664
88,996 66,173
17,838 9,870
71,158 56,303

' 88,996 66,173
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Syndicate 4711
Reports and accounts
31 December 2017

Notes to the Accounts
At 31 December 2017

1. Basis of preparation

Syndicate 4711 (‘The Syndicate’) comprises of a member of the Society of Lloyd's that underwrites insurance
business in the London Market The address of the syndicate's managing agent is 30 Fenchurch Street, London,
EC3M 3BD.

The financial statements have been prepared in compliance with The Insurance Accounts Directive (Lloyd's
Syndicate and Aggregate Accounts) Regulations 2008 and FRS 102 and FRS 103, being applicable UK GAAP
accounting standards, and in accordance with the provisions of Schedule 3 of the Large and Medium-sized
Companies and Groups (Accounts and Reports) Regulations relating to insurance companies.

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

The financial statements are presented in Pound Sterling (“GBP"), which is the syndicate’s presentational currency,
the Syndicate’s functional currency is US dollars. All amounts have been rounded to the nearest thousand, unless
otherwise indicated. '

2. Judgments and key sources of estimation uncertainty

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

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

The measurement of the provision for claims outstanding involves judgments and assumptions about the future
that have the most significant effect on the amounts recognised in the financial statements. The provision for
claims outstanding comprises the estimated cost of settling all claims incurred but unpaid at the balance sheet
date, whether reported or not. This is ajudgemental and complex area due to the subjectivity inherent in estimating
the impact of claims events that have occurred but for which the eventual outcome remains uncertain. In particular,
judgment is applied when estimating the value of amounts that should be provided for claims that have been
incurred at the reporting date but have not yet been reported ("IBNR") to the Syndicate.

The amount included in respect of IBNR is based on statistical techniques of estimation applied by the Syndicate
Managing Agent's in house actuaries and reviewed by external consulting actuaries. These techniques generally
involve projecting from past experience the development of claims over time in view of the likely ultimate claims
to be experienced and for more recent underwriting, having regard to variations in business accepted and the
underlying terms and conditions. The provision for claims also includes amounts in respect of internal and external
claims handling costs. For the most recentyears, where a high degree of volatility arises from projections, estimates
may be based in part on output from rating and other models of business accepted and assessments of underwriting
conditions. In arriving at the level of claims provisions a margin is applled over and above the actuarial best
estimate so no adverse run-off deviation is envisaged.

Further information about the risk that the provision for claims outstanding could be materially different from the
ultimate cost of claims settlement is included in note 4.
3. Significant accounting poliéies

The following principal accounting policies have been applied consistently in dealing with items which are
considered material in relation to the Syndicate’s financial statements.
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Syndicate 4711
Reports and accounts
31 December 2017

Notes to the Accounts’
At 31 December 2017

Gross Premiums

Gross written premiums comprise total premiums receivable for the whole period of cover for contracts entered:

into in the reporting period plus any adjustments to such premiums receivable in respect of business written in
prior reporting periods. All premiums are shown gross of commissions payable to intermediaries and exclusive
of taxes and levies. Estimates are made for pipeline premiums, representing amounts due to the Syndicate not
yet notified. Revisions to estimates are recognised as they arise.

Reinsurance premiums

Reinsurance premiums relating to reinsurance placed by the Syndicate are accounted for using the same
accounting methodology as we use for inwards premiums.

Unearned premiums

Written premiums are recognised as earned according to the risk 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.

Acquisition costs

Acquisition costs comprise all direct and indirect costs arising from the conclusion of insurance and reinsurance
contracts.

Claims

Claims include all claims occurring during the year, whether reported or not, related internal and external claims
handling costs that are directly related to the processing and settlement of claims, a reduction for the value of
salvage and other recoveries, and any adjustments to claims outstanding from previous years.

Reinsurance claims are recognised when the related gross insurance claim is recognised according to the terms
of the relevant contract.

Technical Provisions

Technical provisions comprise claims outstanding, provisions for unearned premiums, provisions for unexpired
risk and equalisation provisions.

Claims provision

The outstanding claims provision is based on the estimated ultimate cost of all claims incurred but not settled at
the reporting date, whether reported or not, together with related claims handling costs and reduction for the
expected value of salvage and other recoveries. Delays can be experienced in the notification and settlement of
certain types of claims, therefore, the ultimate cost of these cannot be known with certainty at the reporting date.
The Syndicate takes all reasonable steps to ensure that it has appropriate information regarding its claims
exposure. However, given the uncertainty in establishing claims provisions, it is likely that the final outcome will
prove to be different from the original liability established. The liability is not discounted for the time value of
money.

For insurance contracts, estimates have to be made both for the expected ultimate cost of claims reported at the
reporting date and for the expected ultimate cost of claims incurred, but not yet reported to the Syndicate, at the
reporting date. The estimation of IBNR is generally subject to a greater degree of uncertainty than the estimation
of the cost of settling claims already notified to the Syndicate, where more information about the claim event is
generally available. Claims IBNR may often not be apparent to the insured until many years after the event giving
rise to the claims has happened. Classes of business where the IBNR proportion of the total reserve is high will
typically display greater variations between initial estimates and final outcomes because of the greater degree
of difficulty of estimating these reserves. Classes of business where claims are typically reported relatively quickly
after the claim event tend to display lower levels of volatility. In calculating the estimated cost of unpaid claims
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Notes to the Accounts
At 31 December 2017

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

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

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

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

« Initial expected loss ratio (“IELR”) method: This method calculates an estimate of uitimate losses by applying
an estimated loss ratio to an estimate of ultimate earned premium for each accident year.

« Bornhuetter-Ferguson (“BF") method: The BF method uses as a starting point an assumed IELR and blends
in the loss ratio implied by the claims experience to date by using benchmark loss development patterns on
paid claims data (“Paid BF") or reported claims data (“Reported BF").

« Lossdevelopment(“Chain Ladder”): This method uses actual loss data and the historical development profiles
on older accident years to project more recent, less developed years to their ultimate position.

« Exposure-based method: This method is used for specific large typically catastrophic events such as a major
hurricane. All exposure is identified and we work with known market information and information from our
cedants to determine a percentage of the exposure to be taken as the ultimate loss.

In addition to these methodologies, our actuaries may use other approaches depending upon the characteristics
of the line of business and available data.

Provisions for unearned premiums

Unearned premiums are those proportions of premiums written in a year that relate to periods of risk after the
reporting date computed separately for each insurance contract. Written premiums are recognised as earned
over the period of the policy on a time apportionment basis having regard where appropriate, to the incidence of
risk. The proportion attributable to subsequent periods’is deferred as a provision for unearned premiums.

Unearned reinsurance premiums are those proportions of premiums written in a year that relate to periods of risk
after the reporting date. Unearned reinsurance premiums are deferred over the term of the underlying direct
insurance policies for risks-attaching contracts and over the term of the reinsurance contract for losses-occurring
contracts.

Unearned premiums are deemed monetary items and are valued using the closing rate.

Unexpired risks

A liability adequacy provision (the unexpired risks provision) is made where the cost of claims and expenses

arising after the end of the financial year from contracts concluded before that date, is expected to exceed the
provision for unearned premiums, net of deferred acquisition costs, and premiums receivable.
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Notes to the Accounts
At 31 December 2017

The assessment of whether a provision is necessary is made by considering separately each category of business
on the basis of information available at the reporting date, after offsetting surpluses and deficits arising on products
which are managed together. Investment income is taken into account in calculating the provision.

Deferred acquisition costs

Acquisition costs, arising from the conclusion of insurance contracts are deferred commensurate with the unearned
premium provision. Deferred acquisition costs are deemed to be monetary items and are valued using the closing
rate.

Reinsurance assets

The Syndicate cedes insurance risk in the normal course of business for all of its businesses. Reinsurance assets
represent balances due from reinsurance companies. Amounts recoverable from reinsurers are estimated in a
manner consistent with the outstanding claims provision or settled claims associated with the reinsurer’s policies
and are in accordance with the related reinsurance contract.

Reinsurance assets are reviewed for impairment at each reporting date, or more frequently, when an indication
of impairment arises during the reporting year. Impairment occurs when there is objective evidence as a result
of an event that occurred after initial recognition of the reinsurance asset that the Syndicate may not receive all
outstanding amounts due under the terms of the contract and the event has a reliably measurable impact on the
amounts that the Syndicate will receive from the reinsurer. The impairment loss is recorded in the statement of
profit or loss.

Insurance receivables

Insurance receivables are recognised when due and measured on initial recognition at the fair value of the
consideration received or receivable. The carrying value of insurance receivables is reviewed for impairment
whenever events or circumstances indicate that the carrying amount may not be recoverable, with the impairment
loss recorded in the statement of profit or loss.

Insurance receivables are derecognised when the derecognition criteria for financial assets have been met.
Insurance payables

Insurance payables are recognised when due and measured on initial recognition at the fair value of the
consideration received less directly attributable transaction costs. Insurance payables are derecognised when
the obligation under the liability is settled, cancelled or expired.

Financial Instruments

As permitted by FRS 102, the Syndicate has elected to apply the recognition and measurement provisions of IAS
39 Financial Instruments to account for all of its financial instruments.

The Syndicate classifies its financial assets into the following categories: Shares and other variable-yield securities
and units in unit trusts - at fair value through profit or loss; Debt securities and other fixed income securities - at
fair value through profit or loss; and Deposits with credit institutions - loans and receivables. Management
determines the classification of its investments at initial recognition and re-evaluates this at every reporting date.

Financial assets at fair value through profit or loss

A financial asset is classified into this category at inception if:
» They are acquired principally for the purpose of selling in the short term; or
« If they form part of a portfolio of financial assets in which there is evidence of short term profit-taking; or

» If so designated by management to minimise any measurement or recognition inconsistency with the
associated liabilities.
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Notes to the Accounts
At 31 December 2017

Financial assets designated as at fair value through profit and loss at inception are those that are managed and
whose performance is evaluated on a fair value basis. Information about these financial assets is provided internally
on a fair value basis to the Syndicate’s key management personnel. The Syndicate’s investment strategy is to
invest in listed and unlisted fixed interest rate debt securities, and derivatives designated upon initial recognition
at fair value through profit or loss.

The fair values of financial instruments traded in active markets are based on quoted bid prices on the balance
sheet date. A market is regarded as active if quoted prices are readily and regularly available from an exchange,
dealer, broker, industry group, pricing service, or regulatory agency, and those prices represent actual and regularly
occurring market transactions on an arm'’s length basis.

The fair values of financial instruments that are not traded in an active market (for example over-the-counter
derivatives) , are established by the directors using valuation techniques which seek to arrive at the price at which
an orderly transaction would take between market participants.

Net gains or losses arising from changes in the fair value of financial assets at fair value through profit or loss
are presented in the profit and loss account within ‘Unrealised gains on investments’ or ‘Unrealised losses on
investments’ in the period in which they arise.

Impairment

For financial assets not at fair value through profit or loss, the Syndicate assesses at each balance sheet date
whether there is objective evidence that a financial asset or group of financial assets is impaired. A financial asset
or group of financial assets is impaired and impairment losses are incurred only if there is objective evidence of
impairment as a result of one or more events that have occurred after the initial recognition of the asset (a ‘loss
event') and that loss event (or events) has an impact on the estimated future cash flows of the financial asset or
group of financial assets that can be reliably estimated.

Investment return

Investment return comprises all investment income (which includes the interest income for financial assets carried
at amortised cost, using the effective interest method), realised investment gains and losses and movements in
unrealised gains and losses, net of investment expenses, charges and interest payable on financial liabilities
carried at amortised cost, using the effective interest method.

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

An allocation of actual investment return on investments supporting the general insurance technical provisions
and associated equity is made from the non-technical account to the technical account.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the statement of financial
position if, and only if:

. There is a currently enforceable legal right to offset the recognised amounts; and
. There is an intention to settle on a net basis, to realise the assets and settle the liabilities simultaneously.

24-



Syndicate 4711
Reports and accounts
31 December 2017

Notes to the Accounts
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Foreign currencies

Transactions in foreign currencies are translated to the functional currency using the exchange rates at the date

of the transactions. The Syndicate's assets and liabilities denominated in foreign currencies are translated into
" the functional currency at the rates of exchange at the balance sheet date. For the purposes of foreign currency

translation, unearned premiums and deferred acquisition costs are treated as if they are monetary items.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits with maturities of three months or less
from the acquisition date that are subject to an insignificant risk of changes in.fair value, and are used by the
Syndicate in the management of its short-term commitments.

Cash and cash equivalents are carried at amortised cost in the statement of financial position.

Bank overdrafts that are repayable on demand and form an integral part of the syndicate’s cash management
are included as a component of cash and cash equivalents for the purpose of the statement of cash flows.

Taxation

Under Schedule 19 of the Finance Act 1993 managing agents are not required to deduct basic rate income tax
from trading income. In addition, all UK basic rate income tax (currently at 20%) deducted from Syndicate
investment income is recoverable by managing agents and consequently the distribution made to members or
their members’ agents is gross of tax. Capital appreciation falls within trading income and is also distributed gross
of tax.

No provision has been made for any United States Federal Income Tax payable on underwriting results or
investment earnings. Any payments on account made by the Syndicate during the year have been included in
the balance sheet under the heading ‘other debtors’. No provision has been made for any other overseas tax
payable by members on underwriting results.

The Syndicate will make payments on account of United States Federal Income Tax due on underwriting results
and investment income on behalf of its Member. These payments are recorded under the heading ‘other debtors’
and are recovered by the Syndicate from its Members.

Member’s expenses

Member’s expenses comprise managing agent’s fees, Lloyd’s subscriptions and central fund contributions.
Managing agent's fees are recognised in full in the calendar year in which they are paid.

Lloyd’s subscriptions and central fund contributions are earned in line with the gross premiums written to.the
same year of account.

4. Risk and capital management
Introduction and overview

The Syndicate is exposed to a range of financial risks through its financial assets, financial liabilities, reinsurance
assets and policyholder liabilities. In particular, the key financial risk is that the proceeds from financial assets
are not sufficient to fund the obligations arising from insurance policies as they fall due. The most important
components of this financial risk are insurance risk, market risk (including interest rate risk and currency risk)
credit risk, and liquidity risk.

The key risks for the Syndicate are largely unchanged during the last year. The ongoing soft market conditions
and its impact on the achievability of both top line and bottom line performance remain a key focus.
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Risk Governance and Risk Management Strategy

The Board of Directors of AMAL (“the Board”) considers effective identification, measurement, monitoring,
management and reporting of the risks facing our business to be key elements of its responsibilities. The Board
ensures that the Syndicate operates an effective risk management and control framework which includes risk
management, compliance and internal control systems. The Syndicate, as an operating entity within the Aspen
Group, benefits from the Group's established risk management practices. The Group's risk management policies
are established to identify and analyse the risks faced by the Group and the Managing Agency, to set appropriate
risk limits and controls and to monitor risks and adherence to limits. Risk management policies and systems are
reviewed regularly to reflect changes in market conditions and the Syndicate and managing agency's activities.
Further details on the Group wide risk management strategy can be found in the consolidated financial statements
of Aspen Insurance Holdings Limited ("AIHL") which are available to the public.

Capital framework at Lloyd’s

The Society of Lloyd's ("Lloyd’s") is a regulated undertaking and subject to supervision by the Prudential Regulatory
Authority ("PRA") under the Financial Services and Markets Act 2000, and in accordance with the Solvency Il
Framework.

Within this supervisory framework, Lloyd’s applies capital requirements at member level and centrally to ensure
that Lloyd's would comply with the Solvency Il requirements, and beyond that to meet its own financial strength,
licence and ratings objectives. :

Although, as described below, Lloyd's capital setting processes use a capital requirement set at syndicate level
as a starting point, the requirement to meet Solvency |l and Lloyd's capital requirements apply at overall and
member level only respectively, not at syndicate level. Accordingly, the capital requirement in respect of Syndicate
4711 is not disclosed in these financial statements.

Lloyd’s capital setting process

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

A syndicate may be comprised of one or more underwriting members of Lloyd's. Each member is liable for its
own share of underwriting liabilities on the syndicates on which it is participating but not other members’ shares.
Accordingly, the capital requirements that Lloyd's sets for each member operates on a similar basis. Each
member’s SCR shall thus be determined by the sum of the member’s share of the syndicate SCR 'to ultimate’.
Where a member participates on more than one syndicate, a credit for diversification is provided to reflect the
spread of risk, but consistent with determining an SCR which reflects the capital requirement to cover a 1 in 200
loss ‘to ultimate’ for that member. Over and above this, Lloyd's applies a capital uplift to the member’s capital.
requirement, known as the Economic Capital Assessment ("ECA"). The purpose of this uplift, which is a Lloyd’s
not a Solvency |l requirement, is to meet Lloyd’s financial strength, licence and ratings objectives. The capital
uplift applied for 2018 was 35% of the member's SCR ‘to ultimate’.

Provision of capital by members

Each member may provide capital to meet its ECA either by assets held in trust by Lloyd’s specifically for that
member (“funds at Lloyd’s"), assets held and managed within a syndicate (funds in syndicate), or as the member’s
share of the members’ balances on each syndicate on which it participates. Accordingly all of the assets less
liabilities of the syndicate, as represented in the members’ balances reported on the balance sheet on page 17,
represent resources available to meet members’ and Lloyd’s capital requirements. As the Syndicate has a
members' balances deficit this increases the amount of assets required to be held in trust as funds at Lloyd's.
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Insurance Risk

Insurance risk is defined as the risk that underwriting resuits vary from their expected amounts, including the risk
that reserves established in respect of prior periods are understated.

Insurance risk includes the following:

a. Underwriting risk: The variation of accident year technical result from |ts expected value. Underwriting
risk can be further split into sub-categories including:

+ Catastrophe accumulation risk: The risk that losses from natural catastrophes exceed expected levels.

+ Pricing calibration risk: The risk that actual technical results differ from expected values as a result of
invalid assumptions, methodology or parameters used in the pricing process.

« Large claims risk: The risk that losses from a single man-made event, or group of related events, exceed
the expected levels.

« Attritional risk: The risk that the total of all losses other than catastrophe and large losses exceeds the
expected level.

« Reinsurance mitigation risk: The risk that gross losses are not reduced by reinsurance recoveries to the
extent expected.

b. Reservmg risk: The variation in pollcyholder reserves for prior accident years.

Processes for addressing risk

We model our exposure to underwriting and reserving risks using the Internal Model to measure the associated
capital requirements on both the one year SCR measure stipulated by Solvency Il and the ultimate SCR basis
used by Lloyd's to set capital requirements. Our Internal Model has been assessed by Lloyd's as meeting the
tests and standards for Solvency |l approval. Lioyd’s internal model of which our model is a part has been approved
by the PRA. Modelling of insurance risk exposures is the key process for monitoring and managing insurance
risk.

The Reserving policy and Aspen Group Underwriting Risk Policy evidence how Aspen manages the risk of loss
or of adverse change in the values of insurance and reinsurance liabilities, resulting from inadequate pricing and
provisioning assumptions.

The Underwriting Risk Policy requires and defines the use of Aspen Underwriting Principles ("AUPs") for each
underwriting team, and similarly the Group Pricing Standard establishes the requirements that must be addressed
by the Pricing Policy Document ("PPD") for each portfolio. AUPs set out a series of key principles translated into
specific guidelines, requirements, processes and management controls, the compliance of which is mandatory
for all Underwriters. The PPDs set out a series of standards and principles to apply to all business underwritten.

The Group Claims risk policy sets out the core risk management requirements for the Claims process. The
Syndicate Claims Procedures apply to claims handling in respect of Syndicate claims. It covers the full claims
cycle and is supported by a range of detailed procedures. It includes specific considerations in respect of the
handling of Syndicate claims.

The Reinsurance Mitigation Policy defines Aspen’s approach to managing the risk that gross losses are not
reduced by reinsurance recoveries to the extent expected. The Insurance Accumulation Risk policy defines

Aspen’s approach to categorise, set tolerances and limit, measure, monitor, report and escalate Natural
Catastrophe and Non Natural Catastrophe accumulations.

The Key Risk limits are monitored and reported in the Chief Risk Officer's ("CRO’s”) report to the AMAL Board.
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Concentration of insurance risk

The Syndicate's exposure to insurance risk is well diversified. The following table provides an analysis of the
geographical breakdown of its premiums by class of business;

Marine Fire and
Accident aviation other Third Total
Year 2017 and and damage party Miscellaneous Reinsurance £000
Health transport to liability
P property
UK 2,053 7,308 1,585 19,979 7,503 29,180 - 67,608
Asia 2,273 8,090 - 1,755 22,118 8,306 32,303 - 74,845
Europe 1,348 4,796 1,041 13,113 4,925 19,154 44377
us 4,026 14,335 3,110 39,194 14,720 57,243 132,628
Other 2,342 8,337 1,809 22,793 8,560 33,289 77,130
Total 12,042 42,866 9,300 117,197 44,014 171,169 396,588
: Fire and
Accident gf,?ar{?:ﬁ other Third Total
Year 2016 and and damage party Miscellaneous Reinsurance £000
Health transport to liability .
» P property |
UK 748 6,703 1,348 15,556 7,371 26,079 57,805
Asia 896 8,030 1,615 18,635 8,830 31,241 69,247
Europe 617 5,528 1,112 12,831 6,080 21,511 47,679
us 1,710 15,328 3,084 35,574 16,856 59,640 132,192
Other 1,262 11,310 2,275 26,248 12,437 44,004 97,536
Total 5,233 46,899 9,434 108,844 51,574 182,475 404,459

Sensitivity of insurance risk

The liabilities established could be significantly lower or higher than the ultimate cost of settling the claims érising.
This level of uncertainty varies between the classes of business and the nature of the risk being written and can
arise from developments in case reserving for large losses and catastrophes, or from changes in estimates of
IBNR.

A five percent increase or decrease in total claims liabilities would have the following effect on profit or loss:

2017 2016
5 per cent increase 5 per cent decrease 5 per cent increase ' 5 per cent decrease
£000 £000 £000 £000
(18,196) 18,196 (17,894) 17,894

Claims Development

Reserves are required owing to the time between the occurrences, reporting and eventual settlement of a loss,
which, for some lines of business, can be several years. Since reserves are an estimate of the likely outcome of
these future events, they are subject to a degree of volatility. That is, the actual emergence of ultimate losses
can be expected to differ, perhaps materially, from any estimate of such losses.
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The users should be aware that loss payment and loss reporting patterns are not the only considerations in
establishing loss reserves.

In setting claims provisions the Syndicate gives consideration to the probability and magnitude of future experience
being more adverse than assumed and exercises a degree of caution in setting reserves where there is
considerable uncertainty. In general, the uncertainty associated with the ultimate claims experience in an accident
year is greatest when the accident year is at an early stage of development and the margin necessary to provide
the necessary confidence in the provisions adequacy is relatively at its highest. As claims develop, and the ultimate
cost of claims becomes more certain, the relative level of margin maintained should decrease.

Claims development is shown in the tables below, both gross and net of reinsurance ceded, on an underwriting
year basis. Balances have been translated at exchange rates prevailing at 31 December 2017 in all cases.

Gross

Pure
underwriting
year

Estimate of
gross claims

at end of
underwriting
year

One year later
Two years later
Three years later
Four years later
Five years later
Six years later

 Less gross
claims paid
Gross reserve

2010 and prior
years

Gross claims
reserves

2011

£000

73,372
174,170
166,800
163,760
159,429
157,603
154,400

140,496
13,904

2012

£000

77,883
162,501
175,827
193,297
192,051
193,965

144,618
49,347

2013

£000

90,997
174,184
184,135
160,910
167,902

117,897
50,005

2014

£000

77,631
196,265
212,334
205,434

127,275
78,159

2015

£000

104,486
248,305
238,269

101,318
136,951

2016

£000

98,101
252,035

50,576
201,459

2017 Total
£000 £000_
114,334
4,963 .
109,371 639,196
8,150
647,346
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Net

Pure
underwriting
year

Estimate of net
claims

at end of
underwriting
year

One year later
Two years later
Three years later
Four years later
Five years later
Six years later

Less net claims
paid

Net reserve
2010 and prior
years

Net claims
reserves

2011

£000

56,166

104,859
97,680
92,059
90,093
88,569

112,145

108,627
3,518

2012

£000

57,522

119,678
128,482
141,463
137,959
149,636

115,106
34,530

2013

£000

68,544

124,798
133,238
117,158
127,547

93,701
33,846

2014

£000

56,891

135,683
141,171
153,171

103,458
49,713

2015

£000

58,044

149,841
154,808

80,452
74,356

2016

£000

56,344
169,679

43,993
125,686

Syndicate 4711
Reports and accounts
31 December 2017

2017

£000

4,235
49,404
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Market Risk

Market risk is the risk of variatidn in the incbme generated by, and the fair value of, our investment portfolio, cash
and cash equivalents and derivative contracts including the effect of changes in foreign currency exchange rates.
Within our Risk Universe we define five categories of market risk:

(i) Foreign currency risk;

(i) Fixed Income Security risk which sub-divides into
« interest rate risk; and
* spread risk

(iii) Equity risk

(iv) Market risk mitigation risk

(v) Asset concentration risk

Processes for addressing risk

As with Insurance risk, we model our exposure to market risks using the Internal Mode! to measure the associated
capital requirements on both the one year Solvency Capital Requirement ("SCR") measure stipulated by Solvency
Il and the ultimate SCR basis used by Lloyd's to set capital requirements.

The Investment Risk Policy describes the measurement of market risks, and specifically describes what is
permissible with regards to the use of derivatives in order to manage currency positions, portfolio duration and
hedge interest rate risk in the investment portfolio. .

Use of derivatives is limited to interest rate swaps, forward rate transactions, bond options, interest rate futures,
foreign exchange spot and forward transactions and currency options. As at 31 December 2017 the Syndicate
has not entered into any derivative transactions. The Syndicate has made the decision to use derivatives to hedge
unmatched currency balance sheet positions from 2018 onwards.

The Asset and Liability Management Policy defines Aspen’s approach to duration and currency matching.
Management monitors the value, currency and duration of cash and investments held by the Syndicate to ensure
that the Syndicate is able to meet the insurance and other liabilities as they become due. The following components
of both cash matching and duration matching are employed to manage the investment portfolio:

» The average duration of liabilities;

« The outlook for interest rates and the yield curve;

« The need for cash to pay claims;

«  Total return.

As with Insurance risks market risk is inherently unpredictable. It is difficult to predict the frequency of events of
this nature and to estimate amount of loss that any given occurrence will generate. As with Insurance risks as well
as modelling our exposures and the capital required to address potential market risks using our internal model,
we define and monitor a number of Key Risk limits to measure and manage our Market risk exposure.

Key Risk limits regarding the shape (in terms of limits on asset type concentrations), overall credit rating and
volatility of the Syndicate investment portfolio have been defined by management and approved by the AMAL
Board. The Investment Guidelines are reviewed and approved annually by the AMAL Board and define additional
investment limits for the Syndicate.

The Key Risk limits are monitored and reported in the CRO's report to the AMAL Board.
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Foreign currency risk

The table below summarises the carrying value of the Syndicate's assets and liabilities, at the reporting date:

Sterling Euro US dollar Other Total
Year 2017 £000 £000 £000 £000 - £000
Financial investments:
Shares and other variable
yield securities and units in ,
unit trusts T — —_ 17,941 9,725 27,666
Debt securities and other
fixed income securities — — 157,513 27,794 185,307
— — 175,454 37,519 212,973
Reinsurers' share of technical
provisions 11,025 6,647 355,469 12,663 385,804
Debtors 29,082 3,200 257,703 14,600 304,585 -
Cash and cash equivalents 16,559 3,688 6,696 62,053 88,996
Other assets 1,088 4,121 60,055 3,588 68,852
Total Assets 57,754 17,656 855,377 130,423 1,061,210
" Technical provisions (127,236) (43,860) (624,335) (88,383) (883,814)
Creditors . (139) (36) (173,260) (5) (173,440)
Other Creditors (3,877) (158) (34,923) (876) (39,834)
Total liabilities (131,252) (44,054) (832,518) (89,264) (1,097,088)
Net assets/(liabilities) (73,498) (26,398) . 22,859 41,159 (35,878)

The sterling liability balances above include liabilities in other currencies that will be settled in sterling.

Sterling . Euro US dollar Other Total
Year 2016 £000 £000 £000 £000 £000
Financial investments: :
Shares and other variable yield .
securities and units in unit trusts — . — 46,399 7,077 53,476
Debt securities and other fixed
income securities . — — 208,007 25,356 233,363

— — 254,406 32,433 286,839

Reinsurers' share of technical
provisions 227 1,033 348,945 135 350,340
Debtors 39,063 2,380 211,921 3,372 256,736
Cash and cash equivalents 52,960 1,099 5,389 6,725 66,173
Other assets 3,565 4,236 54,057 3,116 64,974
Total Assets 95,815 8,748 874,718 45,781 1,025,062
Technical provisions (88,899) (39,367) (663,528) (68,459) - (860,253)
Creditors (4,204) (17) (141,083) — (145,304)
Other Creditors (3,392) — (20,724) (3,296) (27,412)
Total liabilities (96,495) (39,384) (825,335) (71,755)  (1,032,969)
Net assets/(liabilities) (680) (30,636) 49,383 (25,974) (7,907)
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The Syndicate manages its foreign exchange risk against its functional currency. Foreign exchange arises when
future commercial transactions or recognised assets and liabilities are denominated in a currency that is not the
entity's functional currency.

In order that the Syndicate.can manage the currency mismatch risks within the regulatory parameters required a
limit of unhedged currency mismatches, approved by the AMAL Board, is in force. This limit ensures that the value
of assets in each currency is above 85% of the value of insurance liabilities in that currency and less than 115%
of the value of insurance liabilities in that currency, subject to these assets exceeding 5% of the value of assets
in all currencies. This ensures the Syndicate's compliance with Lloyd's regulatory requirements. The Syndicate
has made the decision to use derivatives to hedge unmatched currency balance sheet positions from 2018 onwards.

The Syndicate is primarily exposed to currency risk in respect of liabilities under policies of insurance denominated
in currencies other than the U.S. Dollar, the Syndicate's functional currency. Other significant currencies to which
the Company is exposed are the Pound Sterling, Australian Dollars, Canadian Dollars and the Euro. The Company
seeks to mitigate the risk by matching the estimated foreign currency denominated liabilities with assets
denominated in the same currency.

The Syndicate's sensitivity to exchange rate risk is shown below:

2017 Profitor loss 2016 Profit or loss

for the year for the year
£000 £000

Currency Risk
10 percent increase in GBP/USD exchange rate 1,404 (3,628)
10 percent decrease in GBP/USD exchange rate (1,716) 4,434

Fixed Income Securities - Interest rate risk

The Syndicate's investment portfolio consists primarily of fixed income securities. Fluctuations in interest rates
have a direct impact on the market valuation of these securities. The Syndicate manages interest rate risk by
maintaining short to medium duration financial assets to reduce the effect of interest rate changes on fair value,
and taking out interest rate swaps where appropriate.

The Syndicate’s sensitivity to interest rate risk is shown below:

2017 Profit or loss 2016 Profit or loss

" for the year for the year
£000 £000

Interest rate risk .
=+ 50 basis points shift in yield curves (1,510) (1,783)
=- 50 basis points shift in yield curves 1,510 1,783
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Fixed Income Securities - Spread Risk
The yield of a non-government fixed income security can be divided into two parts:

» The ‘risk free’ rate, being the yield of the treasury security issued by the country in which the issuer
operates which is closest to it in maturity
» The ‘spread’ of the yield over the risk free rate (= total yield - risk free rate)

The spread is normally positive because it represents the extra consideration required by the marketto compensate
for the greater risk (compared to the Government issuer) of default on interest or redemption. The spread may
also be influenced by the actual or perceived liquidity or marketability of the security.

The spread of a bond also adjusts over time to reflect the spread required on similar new issues. This movement
up or down in spread therefore also contributes to overall market risk and we call this ‘spread risk’. We also include
within spread risk the risk that a security falls in value as a result of being downgraded by a rating agency as this
will also cause the spread to increase. We also include the risk of actual defauit on interest or redemption as a
special case of spread risk. This default risk is actually a type of credit risk but it is convenient to deal with it here
under market risk because of the way we model it in the Internal Model as an extreme case of downgrade risk.

We manage spread risk by limiting the overall credit quality of our investment portfolio and the concentrations of
investments with specific issuers of investments. This risk is mitigated by limiting exposure to any single
counterparty. .

Equity Risk

We define Equity risk as the risk of adverse. movements in the market price of investments (or their derivatives)
other than fixed income securities. Unlike Fixed Income Securities the value of equities is not directly linked to
interest rates and spreads, there are many factors that affect the value of investments.

The Syndicate does not invest in equities so this risk is not currently relevant to the Syndicate. .
Market risk mitigation risk

We define Market risk mitigation risk as the risk of variation in the value or effectiveness of hedging positions.
The Syndicate does not currently use any hedging instruments.

Asset concentration risk

The aggregate value of our investment portfolio may be at greater risk if it is over exposed to the same asset or
a group of similar assets with similar risk dynamics.

Concentrations which we seek to manage for this reason include types of asset (e.g. mortgage backed securities),
economic sector of issuer and securities of the same issuer.

Credit Risk

Credit risk is the risk of loss to the Syndicate if a counterparty to a financial instrument or reinsurance agreement
fails to meet its contractual obligations. The Syndicate is exposed to credit risk through its investment holdings
(cash, debt securities and other fixed income securities), its reinsurers’ shares of insurance liabilities and amounts
due from reinsurers in respect of claims already paid. As already stated within our Internal Model and our
management process we treat credit risk relating to our fixed Income security investments as part of Market risk.

The Syndicate is also exposed to credit risk through the diminution in the value of insurance receivables as a
result of counterparty default. This principally comprises default and concentration risks relating to amounts
receivable from intermediaries, policyholders and reinsurers. Reinsurance and retrocession does not isolate the
Syndicate from its obligations to policyholders. In the event that a reinsurer or retrocessionaire fails to meet its
obligation, the Syndicate’s obligations remain.
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Processes for addressing risk

As with Insurance risk, we model our exposure to credit risks using the Internal Model to measure the associated
capital requirements on both the one year SCR measure stipulated by Solvency |l and the ultimate SCR basis
used by Lloyd’s to set capital requirements.

The processes for addressing credit risk in relation to financial Instruments has already been dealt with as part
of the explanation of our processes to address Market Risk. This Group Insurance Credit Risk policy defines the
processes for assessing, monitoring and managing credit exposure to intermediaries, policyholders and
reinsurance counterparties. The Syndicate manages the levels of credit risk by placing limits on its exposure to
a single counterparty, or groups of counterparty. Such risks are subject to regular review.

The creditworthiness of reinsurers is considered on an annual basis by. reviewing their financial strength prior to
finalisation of any contract. In addition, management assesses the creditworthiness of all reinsurers and
intermediaries by reviewing credit grades provided by rating agencies and other publicly available financial
information. The recent payment history of reinsurers is also used to update the reinsurance purchasing strategy.

The tables below show the maximum exposure to credit risk (including an analysis of financial assets exposed
to credit risk) for the components of the balance. sheet, with analysis by credit ratings of the counterparties issued
by Standard and Poor's. AAA is the highest possible rating.

Not

AAA AA A BBB rated Total
Year 2017 £000 £000 £000 £000 £000 £000
Financial Investments:
Shares and other variable yield
securities and unit trusts —_ — — — 27,666 27,666
Debt securities 43,798 73,307 64,524 3,678 — 185,307

Overseas deposits as investments 42,244 11,531 6,609 3,309 7,465 71,158
86,042 84,838 71,133 6,987 35,131 284,131

Reinsurer's share of claims

outstanding — 199,589 71,405 95 — 271,089
Reinsurance debtors . — 43,775 15,661 21 — 59,457
Cash at bank and in hand — — — — 17,838 17,838
Total | 86,042 328,202 158,199 7,103 52,969 632,515

AAA AA A BBB Not rated Total
Year 2016 £000 £000 £000 £000 £000 - £000

Financial Investments:
Shares and other variable yield

securities and unit trusts - — — — 53,476 53,476
Debt securities 47,278 99,503 75,765 10,817 — 233,363
Overseas deposits as investments — — — — 56,303 56,303

47,278 99,503 75,765 10,817 109,779 343,142

Reinsurer's share of claims

outstanding _ — 12,176 225,027 1,041 — 238,244
Reinsurance debtors _ 770 14,239 66 — 15,075
Cash at bank and in hand — — — — 9,870 9,870
Total 47,278 112,449 315,031 11,924 119,649 606,331
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The Syndicate has debtors arising from direct insurance and reinsurance operations that are past due but not
impaired at the reporting date. The Syndicate do not consider these debtors to be impaired on the basis of stage

of collection of amount owed to the Syndicate.

" An analysis of the carrying amounts of past due debtors is presented in the table below.

Debtors arising

from direct
insurance
operations
2017 : £000
Past Due but not impaired financial assets:"
Past due by:
1 to 30 days 5,960
31 to 90 days 996.
91 to 180 days 1,620
More than 180 days 647
Past Due but not impaired financial assets: 9,223
Impaired financial assets —_
Gross value of past due and impaired financial assets 9,223
Neither overdue nor impaired financial assets 184,879
Net carrying value 194,102

All reinsurance debtors are classed as not yet due.

Debtors arising

from direct
insurance
operations
2016 £000
Past Due but not impaired financial assets:
Past due by:
1 to 30 days 7,190
31 to 90 days 2,077
91 to 180 days 2,127
More than 180 days 1,133
Past Due but not impaired financial assets: 12,527
Impaired financial assets —
Gross value of past due and impaired financial assets 12,527
Neither overdue nor impaired financial assets 159,753
Net ’carrying value 172,280

Liquidity Risk

Liquidity risk is defined as the risk of failing to maintain sufficient liquid financial resources to meet liabilities as

they fall due or to provide collateral as required for commercial or regulatory purposes.

Liquidity risk includes the following:

(a) Payment default risk: The risk that there is insufficient cash to make payments when due and that no

additional cash can be made available by borrowing, sale of assets or capital raising.
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(b) Risk of unplanned asset realisation losses: The risk that securities are required to be sold at a loss to
meet liquidity requirements.

(c) Risk of failure of credit facility: The risk that advances from the credit facility are unavailable.

(d) Group liquidity risk: The risk that liquidity cannot be secured for a Group company from elsewhere in the
Group.

(e) Collateralrisk: The risk that the Syndicate is unable to provide collateral to a third party when contractually
required to do so.

Processes for addressing risk

Unlike Insurance, Market and Credit Risk we do not model and manage liquidity risk using our internal model.
This is because it is not a risk that is mitigated by holding capital against it.

The Managing Agency's annual Stress & Scenario Testing ("SST") process is used to determine the basis of the
Key Liquidity risk limit. The Liquidity Risk policy provides further details of how Liquidity risks are identified,
monitored, managed and modelled. This includes details of an escalation process for a breach of the minimum
free funds limit.

The Liquidity Risk Policy highlights the measures that Aspen have put in place in order to maintain an agreed
amount of assets in cash and cash equivalents. These measures include concentration limits to ensure the liquidity
of assets, appropriateness of the marketability or realisability of assets and a liquidity contingency funding plan.

Liquidity stress testing is carried out against the Syndicate & Group's risk profile at least annually by the Risk
Management and Analytics function as part of the SST programme. This allows management to identify the
potential strains on the Syndicate's liquidity as a result of the scenarios assessed as well as gaining understanding
of the Group's ability to support the liquidity needs of entities such as the Syndicate as the need arises.

The table below analyses the Syndicate's monetary assets and liabilities into their relevant maturity groups based
on the period remaining at the year end to their contractual maturities or expected settlement dates:

Undiscounted net cash flows

Total Less More

Carrying cash than 1 1-2 25 than 5

amount flows year years years years

Year 2017 £000 £000 £000 £000 £000 £000

Financial investments:

Shares and other variable yield
securities and units in unit trusts 27,666 27,666 27,666 — — —

Debt securities - 185,307 185,307 185,307 — — —_
Reinsurers share of technical

provisions 385,804 385,804 17,271 189,402 113,686 65,445
Debtors and accrued interest 315,010 315,010 314,363 647 — —
Cash at bank and in hand 17,838 17,838 17,838 — —_ —_
Other 71,158 71,158 71,158 — —_ —
Total assets 1,002,783 1,002,783 633,603 190,049 113,686 65,445
Technical provisions 883,814 883,814 73,211 438,944 233,116 138,543
Creditors 173,440 173,440 173,440 — —_ —
Total Liabilities 1,057,254 1,057,254 246,651 438,944 233,116 138,543
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Undiscounted net cash flows

Less More
Carrying Total cash than 1 1-2 2-5 than 5
amount flows year years years years
Year 2016 £000 £000 £000 £000 £000 £000
Financial investments:
Shares and other variable yield
securities and units in unit trusts 53,476 53,476 53,476 — — —
Debt securities 233,363 233,363 233,363 - —_ —
Reinsurer's share of technical ' :
provisions 350,340 350,340 22119 165,617 104,714 57,890
Debtors and accrued interest 259,926 259,926 258,793 1,133 — —
Cash at bank and in hand 9,870 9,870 9,870 — — —
Other 56,303 56,303 56,303 — — —
Total assets 963,278 963,278 633,924 166,750 104,714 57,890
Technical provisions 860,253 860,253 94,190 398,621 236,724 130,718
Creditors 145,304 145,304 145,304 — — —
Total Liabilities . 1,005,557 1,005,557 239,494 398,621 236,724 130,718
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An analysis of the underwriting result before investment return is presented in the table below:

2017

Direct insurance:

Marine aviation and
transport

Energy

Fire and other
damage to property
Third party liability
Pecuniary loss
Accident & health
Total direct
Reinsurance

Total

2016

Direct insurance:

Marine aviation and
transport

Energy

Fire and other damage

to property

Third party liability
Pecuniary loss
Accident & health
Total direct
Reinsurance
Total

Gross Gross Gross Gross Reinsurance Total
premiums premiums claims  operating balance
written earned incurred  expenses
£000 £000 £000 £000 £000 £000
42,866 41,904 (41,064) (13,711) 10,919 (1,952)
32,617 33,174 (19,823) (10,854) (7,934) (5,437)
9,300 8,186 (816) (2,678) (2,331) 2,361
117,197 107,170 (76,851) (35,066) (10,421) (15,168)
11,397 15,066 (7,751) (4,929) 743 3,129
12,042 10,268 . (4,395) (3,360) 583 3,096
225,419 215,768 {150,700) (70,598) (8,441) (13,971)
171,169 181,351 (116,306) (59,337) (1,641) 4,067
396,588 397,119 (267,006) (129,935) (10,082) (9,904)
Gross Gross Gross Gross Reinsurance Total
premiums premiums claims operating balance
written earned incurred expenses
£000 £000 £000 £000 £000 £000
46,898 46,405 (22,976) (14,728) (9,069) (368)
41,913 41,874 12,431 (13,163) (28,459) 12,683
9,435 8,654 (2,354) (2,963) (2,145) 1,192
108,844 94,943 (67,000) (34,182) (2,128) (8,367)
9,662 22,665 (10,979) (3,034) (10,551) (1,899)
. 5,232 4,930 (925) (1,643) (1,169) - 1,193
221,984 219,471 (91,803) (69,713) (53,521) 4,434
182,475 172,881 (139,771) (56,982) 25,321 1,449
404,459 392,352 (231,574) (126,695) (28,200) 5,883

All premiums were underwritten in the UK.
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6. Net operating expenses

2017 2016

. £000 £000

Brokerage and commissions : ~ (73,085) (85,904)
Other acquisition costs {20,329) (13,896)
Change in deferred acquisition costs . (273) 5,755
Administrative expenses (36,248) (32,650)
Reinsurer's commissions and profit participations 51,091 34,874
' S (78,844) (91,821)
2017 2016

£000 £000

Administrative expenses include:
Auditors' remuneration:

Fees payable to the Syndicate’s auditors for the audit of
these financial statements T 145 123

Fees payable to the Syndicate’s auditors and its
associates in respect of other services pursuant to
legislation ' 147 142

Managing agent's fees (3,300) (2,850)

Total commissions for direct insurance business for the year amounted to £37.5m (2016: £49.1m).

Members' standard personal expenses amounting to £7.2m (2016: £6.7m) are included in other acquisition costs
and administrative expenses. Members' standard personal expenses include Lloyd's Members subscriptions,
Central Fund contributions, and managing agent's fees.

7. Other Charges

Other charges consist of foreign exchange gains and losses on monetary assets and liabilities, arising from
translation into US Dollars at the exchange rate prevailing at the balance sheet date.

8. Key management personnel compensation

The directors of AMAL received £1,445k (2016: £876k) aggregate remuneration which has been charged to the
Syndicate and included within net operating expenses:

No other compensation was payable to key management personnel.

The active underwriter received the following remuneration charged as a Syndicate expense:

2017 2016
£000 ’ £000
Emoluments 599 257
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9. Staff numbers and costs

The Syndicate has no employees of its own. All of the personnel employed in the Syndicate’s
employed by Aspen Insurance UK Services Limited ("AIUKS”). AIUKS is a fellow subsidiary of AlH

AIUKS encourages its employees to develop their full potential by providing opportunities for

business are
L.

training and

professional development. Such opportunities, as well as career development and promotion, are equally available

to disabled employees, whether newly recruited or existing employees who become disabled whil
employment.

st in AIUKS’s

AIUKS's equal opportunities policy aims to ensure that no potential or existing employee receives less favourable

treatment because of his / her sex, actual or perceived sexual orientation, gender (including gender re

assignment),

marital or family state, age, ethnic origin, disability, race, colour, nationality, national origin, creed, political

affirmation, part-time status, or any other condition, unless it can be shown to be legally justifiable.

10. Investment return

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

following:
2017 2016
£000 £000
Investment income . 4,657 3,936
Realised losses on investments (723) (2,129)
Unrealised losses on investments {598) (233)
Investment management charges (246) (175)
3,090 1,399
The total income, expenses,‘ net gains or losses, including changes in fair value, recognised on all financial
assets and financial liabilities comprises the following:
2017 2016
£000 £000
Interest income 4,657 3,936
_ Interest expense (1,321) (2,362)
‘ Investment management expenses excluding interest ) (246) (175)
Total investment return 3,090 1,399
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The table below presents the average amounts of funds in the year per currency and analysis by major currency

the average investment yields in the year.

Average -amount of syndicate funds available for
investment during year:

Sterling

Euro

US dollar
Canadian dollar
Singapore dollar
Australian dollar

Gross calendar year investment yield:
Sterling

Euro

US dollar

Canadian dollar

Australian dollar

Combined in Sterling

11. Financial Investments

2017 2016
£000 £000
16,152 52,893
3,688 1,099
182,203 259,815
44,723 39,139
407 66
54,849 —
302,022 353,012
% %

0.31 0.46
1.35 0.46
0.15 1.17
0.91 —_
1.02 0.40

The Syndicate classifies its financial instruments held at fair value in its balance sheet using a fair value hierarchy,

as follows:

Level 1 -Quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2 -Prices based on recent transactions in identical assets (either unadjusted or adjusted)

Level 3 -Prices determined using a valuation technique

The table below analysis financial instruments held at fair value in the Syndicate’s balance sheet at the reportlng

date by its level in the fair value hierarchy.

Market value

Cost

2017 2016 2017 2016
R £000 £000 £000 £000

Shares and other variable yield securities
and units in unit trusts a 27,666 53,476 27,666 53,476

Debt securities and other fixed income

securities : 185,307 233,363 187,211 234,504
212,973 286,839 214,877 287,980

All financial investments are listed.

There was no material change in fair value for financial instruments held at fair value attributable to own credit

risk in the current or comparative period.

There have been no day 1 profits recognised in respect of financial instruments designated at fair value through

profit or loss.
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Level 1 Level 2 Level 3 Total -

2017 £000 £000 £000 £000
Shares and other variable yield securities and . ' '
units in unit trusts — 27,666 — 27,666
Debt securities and other fixed income

securities 41,683 143,624 — 185,307
Loans and deposits with credit institutions 71,158 — — 71,158
Total 112,841 171,290 - — 284,131

Level 1 Level 2 Level 3 Total

2016 £000 £000 £000 £000
Shares and other variable yield securities and units

in unit trusts — 53,476 — 53,476
Debt securities and other fixed income securities 50,272 183,091 — 233,363
Loans and deposits with credit institutions . 56,303 — — 56,303
Total 106,575 236,567 — 343,142

Information on the methods and assumptions used to determine fair values for each major category of financial
instrument measured at fair value is provided below.

Debt securities are generally valued using prices provided by external pricing vendors. Pricing vendors will often
determine prices by consolidating prices of recent trades for identical or similar securities obtained from a panel
of market makers into a composite price. The pricing service may make adjustments for the elapsed time from
a trade date to the valuation date to take into account available market information. Lacking recently reported
trades, pricing vendors will use modeling techniques to determine a security price.

Some government and supranational securities are listed on recognised exchanges and are generally classified
as level 1 in the fair value hierarchy. Those that are not listed on a recognised exchange are generally based on
composite prices of recent trades in the same instrument and are generally classified as level 2 in the fair value
hierarchy.

Corporate bonds, including asset backed securities, that are not listed on a recognised exchange or are traded
in an established over-the-counter market are also mainly valued using composite prices. Where prices are based
on multiple quotes and those quotes are based on actual recent transactions in the same instrument the securities
are classified as level 2, otherwise they are classified as level 3 in the fair value hierarchy.

43-



o : Syndicate 4711
Reports and accounts
31 December 2017

Notes to the Accounts
At 31 December 2017

12. Deferred acquisition costs

The table below shows changes in deferred acquisition costs assets from the beginning of the period to the end
of the period.

2017 ~ 2016
£000 £000
Balance at 1 January A 61,784 . 45,868
Amortisation (273) 5,755
Effect of movements in exchange rates (3,084) ) 10,161
Balance at 31 December 58,427 61,784

13. Technical provisions

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

2017 2016
Gross Reinsurance Gross Reinsurance
provision assets Net provision assets Net
£000 ‘ £000 £000 £000 £000 £000

Claims outstanding
Balance at 1 January 607,821 (238,244) 369,577 437,198 (157,082) 280,116
Change in claims '
outstanding 84,212 (46,387) 37,825 70,250 (43,892) 26,358
Effect of movements in
exchange rates {44,687) 13,542 (31,145) 100,373 (37,270) 63,103
Balance at 31 December 647,346 (271,089) 376,257 607,821 (238,244) 369,577
Claims notified 278,512 (53,792) 224,720 283,352 (47,351) 236,001
Claims incurred but not
reported 368,834 (217,297) 151,537 324,469 (190,893) 133,576
Balance at 31 December 647,346 (271,089) 376,257 607,821 (238,244) 369,577
Unearned premiums
Balance at 1 January 252,432 (112,096) 140,336 195,206 (74,147) 121,059
Change in unearned
premiums (531) - (12,785) (13,316) 12,107 (19,145) (7,038)
st,:’;,?;g“ﬁ;z:’“e"‘s n (15,433) 10,166  (5,267) 45119 (18,804) 26,315
Balance at 31 December 236,468 (114,715) 121,753 252,432 (112,096) 140,336
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14. Cash
2017 2016
£000 £000
Cash at bank and in hand 17,838 9,870
Deposits with credit institutions 71,158 56,303
Total cash and cash equivalents 88,996 66,173

Only deposits with credit institutions with maturities of three months or less that are used by the Syndlcate in the
management of its short-term commitments are included in cash and cash equivalents.

15. Accruals and deferred income
2017 2016

£000 £000
Other Accruals 13,150 9641
Reinsurance deferred acquisition costs . 26,684 . 17,771
Total accruals and deferred income 39,834 27,412

16. Related parties

AMAL is Ithe managing agency of the Syndicate. The Syndicate has paid the following amounts to AMAL in the
year:

Al ',", sitet 3

2017 TSNS
£000 .. .E000
3.300 3850

Managing agency fees

The Syndicate is supported by Aspen. Underwriting Limited ("AUL"), which prowdes 100% of its underwrmng
capacity. :

The ultimate holding company and controlling party of AMAL and AUL is AIHL.

AIUKS provides services to the Syndicate. The amounts charged to and balances due from the Syndicate at the
end of the year are:

2017 2016

£000 - £000

Expenses recharged 30,041 31,959
982 : 2,658

Year end balance
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ABL provides services to the Syhdicate. The amounts charged to and balances due from the Syndicate at the
end of the year are:

) : 2017 2016

£000 £000

Expenses recharged 93 590
Year end balance ’ . 54 3y

Aspen Reinsurance America ("ARA") provides services to the Syndicate. The amounts charged to and balances
due from the Syndicate at the end of the year are:

2017 2016
£000 £000
Expenses recharged 3,845 2,291
Year end balance 191 188

The Syndicate also participates in a 50% Quota Share with AIUK. This Quota Share arrangement commenced
in January 2015.

The. Syndicate has incurred the following amounts in the year and the balances due from the syndicate at the
end of the year relating to these are:

2017 2016
£000 £000
Quota share ceded to AIUK (4,429) (589)
Year end balance ' 6,668 11,234

The Syndicate cedes a 20% Quota Share Treaty for year of accounts 2009 to 2017 to ABL. It also has an Adverse
Development Cover protection contract providing a 20% quota share against reserve deterioration above the 31
December 2008 net reserves.

The Syndicate has recognised the following amounts in the year and the balances due from the Syndicate at the
end of the year relating to these are:

2017 2016
£000 £000
Quota share ceded to ABL 5,434 4,363
Year end balance 3,920 - 2,476

The Syndicate also cedes premium to ABL as part of its excess of loss ceded reinsurance arrangements, with
the following reinsurance amounts in the year and the balances due to the Syndicate at the end of the year are:

2017 2016

: £000 £000

Ceded to ABL ' 7,813 14,800
Year end balance 23,043 15,225
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The Syndicate also participates in a reciprocal ($10m xs $10m) excess of loss reinsurance with Aspen Insurance
(UK) lelted ("AIUK").

The Syndlcate has been charged the following amounts in the year and the balances due from the Syndlcate at
the end of the year are:

wt s 2017 2016
Lot ) £000 £000
Ine'Urred Claims Movement ‘ (1,866) (10,859)

A na e
o B

Year end balance ’ . — ‘ —

Aspen UK Syndicate Services Limited ("AUKSSL") an intermediary which is 100% owned by Aspen, provides
business to the Syndicate.

The Syndicate has written the following premium amounts in the year and the balances due to the Syndicate at
the end of the year are:

2017 2016
£000 . £000
Premium written in year 2,117 1,190
Yearend balance . 1,268 626

Asset Protection Jersey ("APJ"), an insurance company, which is 100% owned by Aspen, provides business to
the'Syndicate.

The Syndicate has written the following premlum amounts in the year and the balances due to the Syndicate at
the end of the year are:

2017 2016
£000 £000
Premium written in year 588 656
Year end balance 1,998 2,102

Aspen Singapore PTE Limited (“ASPL") acts as an agent for Lloyd s Asia Scheme and provides services to the
Syndicate.

The amounts charged to and balances due to the Syndicate at the end of the year are: -

2017 2016
£000 £000
Expenses 3,070 1,576
Year end balance (59) 185

-47-



. w0 24 Syndicate 4711
. . Reports and accounts
31 December 2017

Notes to the Accounts e e
At 31 December 2017 ‘ '

17. Funds at Lloyd’s

Every member is required to hold capital at-Liloyd’s which is held in trust and known as Funds at Lloyd’s ("FAL").
These funds are intended primarily to cover-eircumstances where syndicate assets prove insufficient to meet
participating member’s underwriting liabilities.

FAL is set with regards to a number of:factors:including the nature and amount of risk to be underwritten by the
member and the assessment of the reserving'risk in respect of business.that has been underwritten. Since FAL
is not under the management of the managing agent, no amount has been shown in these accounts by way of
such capital resources. However, the-managing agent is able to make a caII on the member 's FAL to meet Ilqwdlty
requirements or to settle losses on behalf of the Syndicate. ) T,

100% of the FAL is provided by ABL, which is a 100% owned subsidiary of AIHL.
The FAL lodged significantly:exceeds the £35.9m member balancewde_ficit as at 31 Deeember 2017.
18. Foreign exchange rates

(g Lty

The following currency exchange:rates have been used for principal fdreigri currency translations:

e 207 soa7r) 0 20180 T 20167

¢ SRR svy age - Year-end rate  Average rate Year-end rate Average rate
Euro . Gt 113 N K7 SUE I Y S -2
US dollar P - 1.35 1.30 1.24 1.34
Canadian dollar e . 1.69 1.69 1.66 1.77

Geiizha #hare Dane o
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