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The Marine Insurance Company Limited

Strategic report
For the year ended 31 December 2016

The directors present their annuat report on the affairs of the Company and the audited financial statements for the year ended 31 December 2016.
Business review and principal activities

The principal activity of the Company is the writing of direct marine, aviation, transport and renewable energy insurance business in the United
States.

The results for the Company show a profit on ordinary activities before tax of £3,751,000 (2015: £2,008,337) for the year and gross premiums
written of £32,161,000 {2015: £22,439,398). The shareholders' funds of the Company were £46,696,000 as at 31 December 2016 (31 December
2015: £43,922,608).

With effect from 1 January 2012, the Company has entered into a quota share agreement with Royal & Sun Aliiance Insurance plec under which the
insurance risk of the Company's business is transferred to Royal & Sun Alliance Insurance plc. The company receives a reinsurance commission in
relation to the quota share agreement which is determined by reference to premium written.

Principal risks and uncertainties

The Company's principal risks and uncertainties are credit risk and liquidity risk. The Company's principal risks and uncertainties are integrated
within and managed together with the principal risks of the RSA Insurance Group plc group of companies (the Group). The principal risks and
uncertainties of the Group, which include those of the UK business and branches, and hence the Company, are set out in risks and capital notes,
and in the Risk management review in the Annual Report and Accounts of the Group, which do not form part of this report.

A discussion of the management of financial risk is set out below.

Future outlook

There are not expected to be any further changes to the Company's activities.

Key performance indicators

The directors of RSA Insurance Group plc manage the Group's operations on a divisional basis as described in the Annual Report & Accounts of
the Group. For this reason the Company's directors believe that analysis using key performance indicators (KPlIs) for the UK business in aggregate
is relevant to the Company.

A key measure used by the Company in managing the business is the technical result. This measure is calculated by aggregating earned premiums
less claims incurred less reinsurance commissions and expenses. Another key measure used by the Company is regulatory solvency. Throughout
2016, the Solvency |l coverage ratio stood in excess of 2 times based on the Group's approved Internal Model.

The Annual Report & Accounts of the Group are available on RSA's website at www.rsagroup.com.

Financial risk management

The Company is exposed to financial risk through its financial assets, financial liabilities, reinsurance assets and insurance liabilities. In particular
the key financial risk is that the proceeds from the realisation of its financial assets are not sufficient to fund the obligations arising from its insurance
contracts.

The Company's management of risk is set at Group level. The Group's approach to financial risk, through its management of credit, market and
liquidity risks, is set out below.
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Strategic report (continued)
For the year ended 31 December 2016

Credit risk

The primary sources of credit risk within the Group are investment and treasury activities and reinsurance counterparty risk. Within the investment
management and treasury activities, a range of bank counterparty concentration and credit quality limits together with other controls are in place to
ensure that exposure is managed. New reinsurance cover is predominantly placed within another RSA Insurance Group plc company with the
remainder placed with reinsurers that are authorised as Approved Reinsurance Counterparties recommended by the Group Reinsurance Credit
Committee.

Market risk

Market risk arises from the Group's investment portfolios. The Group investment committee oversees the Group's investment strategy and sets
appropriate risk limits to ensure that no significant concentrations to individval companies or seclors arise.

Liquidity risk
Liquidity risk is considered to be a low risk category. Group liquidity is managed by Group Treasury and each operation is required to maintain a

minimum level of cash or cash equivalents or highly liquid assets that can be liquidated within a maximum stated period of time.

By order of the Board
E Bell (f

For and on behaff of Roysun Limited
Secretary

13 March 2017
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The Marine Insurance Company Limited
Directors’ report
For the year ended 31 December 2016
Directors
The names of the directors who held office during the year are listed on page 1.
Directors’ responsibilities

The directors’ responsibilities statement appears on page 5 and is incorporated by reference into this report. None of the directors have any interest
in the shares of the Company.

Dividends

The directors did not recommend payment of a final dividend in respect of the year ended 31 December 2016 (2015: £nil). No interim dividends
were paid during the year (2015: £nil).

Information included within the Strategic Review

Information relating to the financial risk management and the likely future developments of the Company is contained within the Strategic report on
pages 2 and 3 and is incorporated into this report by reference.

Political donations

The Company did not make any political donations during the financial year (2015: £nil).

Auditor

Each of the persons who is a director at the date of approval of this report confirms that:

+  sofar as the director is aware, there is no relevant audit information of which the Company's auditor is unaware; and

»  the director has taken all reasonable steps that he or she ought to have taken as a director in order to make himself or herself aware of any
relevant audit information, and to establish that the Company's auditor is aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the Companies Act 20086.

KPMG LLP have confirmed their willingness to continue in office as auditor of the Company for the year ending 31 December 2017. Under the
Companies Act 2006, the Company is not required to hold an Annual General Meeting and accordingly KPMG LLFP will be deemed to be re-
appointed for each succeeding financial year.

Going concern

In considering the appropriateness of the going concern basis the Board have reviewed the Company's ongeing financial commitments for the next
twelve months and beyond. The board's review included consideration of the company's underwriting plans, strong regulatory capital surplus,
diverse insurance risk profile and considerable undrawn financing facilities. As a result of this review, the directors have satisfied themselves that it
is appropriate to prepare these financial statements on a going concern basis.

Signed by order of the Board
ot A4 oy v
E Bell -

For and on behalf of Roysun Limited
Secretary

13 March 2017



' The Marine Insurance Company Limited

Statement of Directors’ responsibilities in respect of the Strategic Report, the Directors’
Report and the Financial Statements '

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

Company law requires the directors to prepare financial statements for each financial year. Under that law they have elected to prepare the financial
statements in accordance with UK Accounting Standards and applicable law (UK Generally Accepied Accounting Practice), including FRS 101 Reduced
Disciosure Framework.

Under company law the directors must not approve the financia! statements unless they are satisfied that they give a true and fair view of the state
of affairs of the company and of the profit or loss of the company for that period. In preparing these financial statements, the directors are required
to:

« select suitable accounting policies and apply them consistently;

» make judgments 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

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company's transactions and disclese with
reasonable accuracy at any time the financial position of the company and enzble them to ensure that the financial statements comply with the Companies
Act 2006. They 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 imegularities.
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The Marine Insurance Company Limited

Independent auditor’s report to the members of The Marine Insurance Company Limited

We have audited the financial statements of The Marine Insurance Company Limited for the year ended 31 December 2016 set out on pages 7 to 25. The
financial reporting framework that has been applied in their preparation is applicable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice), including FRS 101 Reduced Disclosure framework.

This report is made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act 2006. Our audit work has
been undertaken so that we might state to the Company's members those matters we are required o state to them in an auditor's report and for no other
purpose. To the fullest extent permitied by law, we do not accept or assume responsibility to anyone other than the Company and the Company's members
as a body, for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of the Directors and auditor

As explained more fully in the Directors’ Responsibilities Statement set out on page 5, the directors are responsible for the preparation of the financial
statements and for being satisfied that they give a true and fair view. Our responsibility is to audit, and express an opinion on, the financial statements in
accordance with applicable law and International Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices
Board's Ethical Standards for Auditors.

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements is provided on the Financial Reporling Councils website at
www fre.org. uk/auditscopeukprivate.

Opinion on financial statements
In our opinion the financial statements:

« give a true and fair view of the state of the Company's affairs as at 31 December 2016 and of its profit for the year then ended;
« have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and
» have been prepared in accordance with the requirements of the Companies Act 2006.

Opinion on other matters prescribed by the Companies Act 2006

In our apinion the information given in the Strategic Report and the Directors’ Report for the financial year for which the financial statements are prepared is
consistent with the financial statements.

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Acl 2006 requires us to report to you if, in our opinion:

« adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches not visited by us; or
« the financial statements are not in agreement with the accounting records and returns; or

« cerlain 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.

Murray Raisbeck {Senior Statutory Auditor)

for and on behaff of KPMG LLP, Statutory Auditor
Chartered Accountants and Statutory Auditor

15 Canada Square

Canary Wharf

London

E14 5GL

13 March 2017




Technical account - general business

Gross premiums written
Outward reinsurance premiums

Premiums written, net of reinsurance

Change in the gross provision for unearned premiums
Change in the provision for unearned premiums, reinsurers’ share
Earned premiums, net of reinsurance

Claims paid
Gross amount

Reinsurers' share

Change in the provision for claims
Gross amount

Reinsurers’ share

Claims incurred, net of reinsurance

Acquisition costs
Administrative expenses
Reinsurance commissions

Net operating expenses

Balance on the technical account for general business

All figures relate to continuing operations.

The notes on pages 12 to 25 form an integral part of these accounts.

The Marine Insurance Company Limited

Profit and loss account
for the year ended 31 December 2016

2016 2015
Notes £000 £'000
5 32,161 22,439
(32,161) {22,439)
(3,877) {3,858)

3,877 3,858
{13,638 (9,990}

12,968 9,404
(670) (586)

(8,424) 3,863
8,421 {3,830

(3) 33
(673) {553)
(5,894} (4,449}
{1,155) (1,118}

10,142 7,918

3,003 2,351

2,420 1,798




Non technical account

Balance on the technical account for general business

Investment income

Realised losses on investments
Investment expenses, charges and interest
Other income / (charges)

Profit on ordinary activities before tax
Taxation on profit on ordinary activities

Profit for the financial year

All figures relate to continuing operatiens,

Profit for the financial year

Unrealised losses on other financial instruments classified as available for sale net of tax I

Items reclassified to profit and loss account - realised investment losses net of tax |

Total comprehensive income for the year

The notes on pages 12 to 25 form an integral part of these accounts.

The Marine Insurance Company Limited

Profit and loss account (continued)
for the year ended 31 December 2016

2016 2015

Notes £'000 £'000
2,420 1,798
10 1,452 1,239

. {89)

10 (445) (684)

4 324 (256)
5 3,751 2,008

1 {712) {414}
3,038 1,594

Statement of other comprehensive income
for the year ended 31 December 2016

2016 2015
Notes £000 £'000
3,039 1,504
(266) (115)
(266) (115)
- 70|
; 70
2,773 1,549




Assets

Other financial investments
Debt securities and other fixed income securities

Total investments

Reinsurers’ share of technical provisions
Provision for unearmed premiums
Claims outstanding

Debtors

Debtors arising out of direct insurance operations - intermediaries
Debtors arising out of reinsurance operations

Amounts owed by group undertakings

Other debtors (including current taxation)

Other assets
Cash at bank and in hand

Prepayments and accrued income '
Accrued interest and rent
Deferred acquisition costs

Assets held for sale and disposal groups
Total assets

The notes on pages 12 to 25 form an integral part of these accounts.

Registered Number: 00014809
The Marine Insurance Company Limited

Balance Sheet

as at
31 December 2016

2016 2015
Notes £'000 £'000
12 34,225 68,015
34,225 68,015

13 17,824 11,541
14 16,084 75,485
33,908 87,026

10,888 8,194

2,193 3,033

- 1,784

15 200 63
13,281 13,074

15,455 16,303

15,455 16,303

122 238

18 4,288 2,606
4,410 2,844

6 130,255 -
231,534 187,262




Liabilities

Capital and reserves
Called up share capital
Share premium account
Revaluation Reserve
Profit and loss account

Shareholders’ funds

Technical provisions
Provision for unearned premiums

Claims outstanding

Creditors

Creditors arising out of direct insurance operations
Creditors arising out of reinsurance operations
Amounts cwed to group undertakings

Other creditors (including current taxation and social security)

Accruals and deferred income

Reinsurers deferred acquisition cosis

Liabilities for disposal groups

Tota! liabilities

The notes on pages 12 to 25 form an integral part of these accounts.

Registered Number: 00014809
The Marine Insurance Company Limited

Balance Sheet (continued)
as at 31 December 2016

2016 2015
Notes £'000 £000
16 16,312 16,312
6,021 6,021
{165) 89
24,528 21,501
46,696 43,923
17,824 11,541
16,114 75,512
33,938 87,053
372 205
3,608 2,682
11,177 49,844
17 1,201 949
16,358 53,680
18 4,288 2,606
6 130,255 -
231,534 187,262

The financial statements were approved on 13 March 2017 by the Board of Directors and are signed on its behalf by:

Director LIILLIANZA MACDORANSLL

13 March 2017
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Balance at 1 January 2015
Profit for the Financial Year
Other comprehensive expense

Total comprehensive incomef{expense) for the year
Balance at 1 January 2016

Profit for the Financial Year

Other comprehensive expense

Total comprehensive incomef{expense) for the year
Other reserve transfers
Balance at 31 December 2016

Registered Number: 00014809
The Marine Insurance Company Limited

Statement of changes in equity
for the year ended 31 December 2016

Called up Share premium Revaluation Profit and Loss  Shareholder

share capital account Reserve Account funds

£'000 £'000 £'000 £'000 £'000
16,312 6,021 134 19,807 42,374
- - - 1,594 1,594

: - {45) - (45)
- - {45) 1,594 1,549
16,312 6,021 89 21,501 43,923
- - - 3,039 3,039

- - (266) - {266}
- - (286) 3,039 2,773
- - 12 {12) -
16,312 6,021 (165} 24,528 46,696

The notes on pages 12 to 25 form an integral part of these accounts.

11



The Marine Insurance Company Limited
Notes to the accounts

1. Basis of preparation (Financial Statements)

The Company is a wholly owned subsidiary of Royal & Sun Alliance Insurance plc (RSAl). The Marine Insurance Company Limited is a company
incorporated and domiciled in the UK. The Company's ultimate parent company and controlling party is RSA Insurance Group plc (the group), which
is registered in England and Wales and is the parent company of the smallest and largest group to conselidate these financial statements. The
group has prepared its company accounts under IFRS as adopted by the EU since its date of transition to IFRS at 1 January 2004.

These financial statements were prepared in accordance with Financial Reporting Standard {FRS 101) Reduced Disclosure Framework and in
compliance with the Companies Act 2006. The amendments to FRS 101 (2014/15 Cycle) issued in July 2015 and effective immediately have been
applied.

The Company financial statements are presented in Pound Sterling, which is also the Company’s functional currency and rounded 1o the nearest
thousand except where otherwise indicated.

The financial statements have been prepared on the going concern basis.

In considering the appropriateness of the going concern basis, the Board has reviewed the Company’s engoing financial commitments for the next
twelve months and beyond. The Board's review included operational and strategic plans and updated forecast, capital position, liquidity and credit
facilities and investment portfolio. As a result of this review the directors have satisfied themselves that it is appropriate to prepare these financial
statements on a going concern basis.

In preparing the financial statements, the company applies the recognition, measurement and disclosure of Interpational Financial Reporting
Standards as adopted by the EU (‘Adopted IFRS'), but makes amendments where necessary in order to comply with Companies Act 2006. The
Company has set out below where advantage of FRS 101 exemptions has been taken,

The Company has written to its shareholders informing them that it will make use of these exemptions and received no objections.
The exemptions used by the Company are as follows:

Cash Flow Statement and related notes;

Comparative period recontiliations for share capital;

The effects of new but not yet effective IFRSs;

An additional balance sheet for the beginning of the earliest comparative period following any retrospective change in accounting policy;
Disclosures in respect of the compensation of key management persennel; and

Disclosures in respect of transactions between two or more wholly owned subsidiaries of the group.

As the consolidated financial statements of the Company's ultimate parent undertaking include the equivalent disclosures, the Company has also
taken the exemptions under FRS 101 available in respect of the following disclosures:

« Certain disclesures required by IFRS 13 Fair Value Measurement.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods presented in these financial
statements,

(i} Setection of significant accounting policies, critical judgements and major sources of estimation uncertainty

The company exercises judgement in selecting each accounting policy. The accounting policies of the Company are selected by the directors to
present financial statements that they consider contain the most relevant information.

The preparation of the financial statements requires the Company o exercise judgements in the use of estimates and assumptions in a number of
key areas. The most significant of these are as follows:

Valuation of claims outstanding

The Company makes critical judgements when valuing claims outstanding. The methodology of measuring claims outstanding is described in note
2.

Business classified as held for sale
The Company exercises judgements when determining the businesses that are designated as held for sale.

These judgements include the likelihood of the successful completion of a sale and valuation of the estimated proceeds from a future sale. The
analysis of the businesses classified as held for sale are included in note 6.

(i) Translation of foreign currencies
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the transactions. Foreign

exchange gains and losses resuiting from the settlement of such transactions and from the translation at year end exchange rates of monetary assets and
liabilities denominated in foreign cumencies are recognised in the profit and loss acoount.

{iii) Estimation of the fair value of Financial assets and liabilities
The methods and assumptions used by the company in estimating the fair value of financial assets and liabilities are:

« For fixed maturity securities, fair values are generally based upon quoted market prices. Where market prices are not readily available, fair values are
estimated using either values obtained from quoted market prices of comparable securities or estimated by discounting expected future cash flows using

12



- The Marine Insurance Company Limited
Notes to the accounts

a cument market rate applicable to the yield, credit quality and maturity of the investment.
s For cash, deposits with credit institutions, commercial paper, other assets, liabilities and accruals, camying amounts approximate to fair values.

For future disclosure purposes, fair value measurements are classified as Level 1, 2 or 3 based on the degree to which fair value is observable:

« Level 1 fair value measurements are those derived from quoted prices {unadjusted) in active markets for identical assets or liabilties.

+ Level 2 fair value measurements are those derived from inputs other than quoted prices included within Level 1 that are ohservable for the asset or
liability, either directly {i.e. as prices) or indirectly (i.e. derived from prices).

o Level 3 fair value measurements are those derived from valuation techniques that include significant inputs for the asset or liability that are based on
observable market data (unobservable inputs).

(iv) Insurance Contracts
Product classification

Insurance contracts are those contracts that transfer significant insurance risk at the inception of the contract. tnsurance risk is transferred when the
company agrees to compensate a policyhelder if a specified uncertain future event (other than a change in financial variable) adversely affects the
policyholder. Any contracts not meeting the definition of an insurance contract under IFRS are classified as investment contracts or derivative
contracts, as appropriate.

Income recognition

Premiums written are accounted for in the period in which the contract is entered into and include estimates where the amounts are not determined
at the end of the reporting period. Premiums written exclude taxes, Duties levied on premiums and directly related expenses, e.g. commissions, are
recognised as an expense. Premiums are earned as revenue over the period of the contract and are calculated based on a daily pro rata basis.

Technical provisions

The provision for unearned premium represents the portion of the premiums written relating to the periods of insurance coverage subsequent to the
end of the reporting period after the deducticn of related acquisition costs.

Acquisition costs comprise the direct and indirect costs of obtaining and processing new insurance business. Deferred acquisition costs (DAC) are
amorised on the same basis as the related unearned premiums are earned.

Claims outstanding comprise the estimated cost of claims incurred but not settled at the end of the reporting period. It includes related expenses and
a deduction for the expected value of salvage and other recoveries. The provision is determined using the best information available of claims
settlement patterns, forecast inflation and settfement of claims. Claims outstanding retating to long term permanent disability claims are determined
using recognised actuarial methods.

Claims outstanding and related reinsurance recoveries are discounted where there is a paricularly long peried from incident to ¢laims settlement or
when nominal interesl rates are high and where there exists a suilable ¢claims payment pattern from which to calculate the discount. In defining these
claims with a long period from incident to claims settlement, those categories of claims where the average period of settlement is six years or more
has been used as a guide. The discount rate used is based upon an investment return expected to be eamned by assets, which are appropriate in
magnitude and nature to cover the provisions for fosses and loss adjustment expenses being discounted, which in practice are bonds and property,
during the period necessary for the payment of such claims.

Differences between the eslimated cost and subsequent settlement of claims are recognised in the profit and loss account in the year in which they
are settled or in which the claims outstanding are re-estimated.

At the end of each reporting period liability adequacy tests are performed to ensure the adequacy of the provision for unearned premium net of
related DAC assets. In performing these tests best estimates of future contractual cash flows, claims handling and administrative expenses, as well
as investment income on assets backing such liabilities are used. Any deficiency is charged to the technical account immediately by establishing a
provision for liability adequacy (the unexpired risk provision). The unexpired risk provision is assessed in aggregate for business classes which, in
the opinion of the Directors, are managed together.

Reinsurance ceded

Premiums payable in respect of reinsurance ceded are recognised in the period in which the reinsurance contract is entered into and include
estimates where the amounts are not determined at the balance sheet date. Premiums are expensed over the period of the reinsurance contract,
calculated principally on a daily pro-rata basis.

A reinsurance assel (reinsurers' share of claims outstanding) is recognised to reflect the amount estimated to be recoverable under the reinsurance
contracts in respect of the provisions for outstanding claims reported under claims outstanding. The amount recoverable from reinsurers is initialty
valued on the same basis as the underlying provisions for outstanding claims. The amount recoverable is reduced when there is an event arising
after the initial recognition that provides objective evidence that the Company may not receive all amounts due under the reinsurance contract and
the event has a reliably measurable impact on the expected amount that will be recovered from the reinsurer,

The reinsurers’ share of each unexpired risk provision is recognised on the same basis.

{v) Investments

A financial asset is initially recognised on the date the Company commits to purchase the asset at fair value plus, in the case of ali financial assets not
classified as at fair value through profit and loss, transaction costs that are directly attributable to its acquisition. A financial asset is derecognised when the
rights to receive cashfiows from the investment have expired or have been transferred and when the Company has substantially transferred the risks and
rewards of ownership of the asset.

On initial recognition, the financial assels may be categorised into the following categories: financial assets at fair value through profit and loss, loans and
13



The Marine Insurance Company Limited
Notes to the accounts

receivables, held to maturity financial assets and available for sale financial assets. The dlassification depends on the purpose for which the investments
were acquired. Management determines the classification of its investments at initial recognition.

The Company designates investments in equity and debt securities in accordance with its investment strategy on the basis on which the investment return is
managed and the performance is evaluated intemally. Where the investment retum is managed on the basis of the periodic cashflows arising from the
investment, a financial asset is designated as an available for sale financial asset. Where the investment return is managed on the basis of the total return on
the investment (including unrealised investment gains), the financial asset is designated as at fair value through profit and loss. Other investments
comprising loans, reinsurance deposits and other deposits are classified as loans and receivables.

Financial assets arising from non-investment activities are categorised as loans and receivables.

Investment income is recognised in the profit and loss account. Dividends on equity investments are recognised on the date at which the investment is
priced ‘ex dividend'. Interest income is recognised using the effective interest rate method, Unrealised gains and losses on available for sale investments are
recognised in other comprehensive income, except for impaiment losses and foreign exchange gains and lesses on monetary items (which are recognised
in the profit and loss account). The profit or loss in the period from unrealised gains and losses on assets classified as fair value through profit and loss is
calculated as the difference between the cument valuation of the asset at the balance sheet date and the cost at the date of acquisition or the last balance
sheet date, whichever is the later.

When assets that are classified at fair value through profit and losses are disposed of cumulative unrealised gains and losses recognised in the cument and
earlier accounting periods in respect of such assets are reversed and the difference between the sale proceeds and the initial purchase price is recognised
in the statement of comprehensive income. When assets that are classified as available for sale are disposed of the cumulative unrealised gains and losses
included in the revaluation reserve is reversed and the difference between the sale proceeds and amortised cost is recognised in the statement of
comprehensive income

On de-recognition of an investment classified as available for sale, the cumulative gain or loss previously recognised in other comprehensive income is
recognised in the profit and loss account.

For available for sale financial assets, where the cumulative changes in fair value recognised in other comprehensive income represent a loss, the individual
asset or Company of assets is reviewed to test whether an indication of impaimment exists.

For securities whose fair values are readily determined and where there is objective evidence that such an asset is impaired, including for equity
investments, a significant or prolonged decline in the fair value below cost, the net loss previously charged to other comprehensive income is reclassified to
the non-technical account.

If the fair value of a previously impaired debt security increases and the increase can be objectively related to an event occuming after the impairment loss
was recognised, the impaiment loss is reversed and the reversal recognised in the non- technical account. Impairment losses on equity investments are not
reversed.

For other loans and receivables, where there is evidence that the contracted cashflows will not be received in full, an impairment charge is recognised in the
non-technical account to reduce the camying value of the financial asset to its recoverable amount,

{vi) Taxation and deferred tax

Taxation and deferred tax is recognised in the profit and loss account, excepl to the extent that the tax arises from a transaction or event recognised either in
other comprehensive income or directly in equity.

Taxation is based on profits and income for the year as determined in accordance with the relevant tax legislation, together with adjustments for prior years.

Deferred tax is provided in full using the liability method on temporary differences ansing between the tax bases of assets and liabilties and the carrying
amounts in the financial statements. However, if the deferred tax arises from initial recognition of an asset cr liability in a transaction other than a business
combination that at the time of the transaction affects neither accounting, nor taxable profit or loss, it is not accounted for. Deferred tax is determined using
tax rates (and laws) that have been enacted or substantively enacted by the end of the reporting period and are expected to apply when the related deferred
tax asset is realised or the related defarred tax liability is settied.

Deferred tax in respect of the unremitted earnings of overseas subsidiaries and principal associated undertakings is recognised as an expense in the year in
which the profits anise, except where the remittance of eamings can be controlled and it is probable that remittance will not take place in the foreseeable
future, in which case the tax charge is recognised on the dividends received.

Deferred tax assets are recognised to the extent that it is probable that future taxable profits will be available against which unused tax losses and temporary
differences can be utilised.

{vii}) Cash at bank and in hand

Cash at bank and in hand are short term, highly liquid investments that are subject to insignificant changes in value and are readily convertible into
known amounts of cash.
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2. Estimation techniques, risks, uncertainties and contingencies
Introduction

One of the purposes of insurance is to enable policyholders to protect themselves against uncertain future events. Insurance companies accept the transfer
of uncentainty from policyholders and seek to add value through the aggregation and management of these risks.

The uncertainty inherent in insurance is inevitably reflected in the financial statements of insurance companies. The uncertainty in the financial statements
principally arises in respedt of the insurance contract liabilities of the Company.

The insurance contfract liabilittes of an insurance company include the provision for uneamed premiums and unexpired risks and the provision for
outstanding claims. Unearned premiums and unexpired risks represent the amount of income set aside by the company to cover the cost of claims that may
arise during the unexpired period of risk of insurance policies in force at the end of the reporting period. Outstanding claims represent the company’s
estimate of the cost of settlement of claims that have occurmred by the end of the reporting period but have not yet been finally settled.

In addition to the inherent uncertainty of having to make provision for future events, there is alse considerable uncertainty as regards the eventual cutcome
of the claims that have occurred by the end of the reporting period but remain unsettled. This includes claims that may have occurred but have not yet been
notified to the company and those that are not yet apparent to the insured.

As a consequence of this uncertainty, the insurance company needs to apply sophisticated estimation techniques to determine the appropriate provisions.
Estimation techniques

Claims and unexpired risks provisions are determined based upon previous claims experience, knowledge of events and the terms and conditions of the
relevant policies and on interpretation of circumstances. Particularly relevant is experience with similar cases and historical claims payment trends. The
approach also includes the consideration of the development of loss payment trends, the potential longer term significance of large events, the levels of
unpaid claims, legislative changes, judicial decisions and economic and political condiions.

Where possible, the Company adopts multiple techniques to estimate the required leve! of provisions. This assists in giving greater understanding of the
trends inherent in the dala being projected. The Company’s estimates of losses and loss expenses are reached after a review of several commonly
accepted actuarial projection methodologies and a number of different bases to determine these provisions. These include methods based upon the
following:-

+ The development of previously settled claims, where payments to date are extrapolated for each prior year,

« Estimates based upon a projection of claims numbers and average cost;

« Notified daims developrment, where notified daims to date for each year are extrapolated based upon observed developrment of earfier vears; and
« Expected loss ratios.

n addition, the Company uses other methods such as the Bomhuetter-Ferguson method, which combines features of the above methods. The Company
also uses bespoke methods for specialist classes of business. In selecting its best estimate, the Company considers the appropriateness of the methods
and bases to the individual circurnstances of the provision class and underwriting year. The process is designed to select the most appropriate best
estimate.

Large claims impacting each relevant business class are generally assessed separately, being measured either at the face value of the loss adjusters’
estimates or projected separately in order to allow for the future development of large dlaims.

Provisions are calculated gross of any reinsurance recoveries. A separate estimate is made of the amounts that will be recoverable from reinsurers based
upon the gross provisions and having due regard to collectability. The claims provisions are subject to close scrutiny both within the Company’s business
units and at Company Corporate Centre. In addition, for major classes where the risks and uncertainties inherent in the provisions are greatest, regular and
ad hoc detailed reviews are undertaken by advisers who are able to draw upon their specialist expertise and a broader knowledge of current industry trends
in claims development. The results of these reviews are considered when establishing the appropriate levels of provisions for outstanding claims and
unexpired periods of risk.

The provision for outstanding claims are subject to close scrutiny both within the Company’s business units and at Company Cormporate Centre. (n addition,
for major classes where the risks and uncertainties inherent in the provisions are greatest, regular and ad hoc detailed reviews are undertaken by advisers
who are able to draw upon their specialist expertise and a broader knowledge of current industry trends in claims development. As an example, the
Company's exposure to asbestos and environmental po!lution is examined on this basis. The results of these reviews are considered when establishing the
appropriate levels of provisions for losses and loss adjustment expenses and unexpired periods of risk.

It should be emphasised that the estimation techniques for the detemmination of insurance contract liabilities involve obtaining corroborative evidence from as
wide a range of sources as possible and combining these to form the overall estimate. This technique means that the estimate is inevitably deterministic
rather than stochastic.

Uncertainties and contingencies
The uncertainty arising under insurance contracts may be characterised under & number of specific headings, such as:

« Uncertainty as to whether an event has occurred which would give rise to a policyholder suffering an insured loss;
« Uncertainty as to the extent of policy coverage and [imits applicable;

« Uncertainty as to the amount of insured loss suffered by a policyholder as a result of the event occurring and;

« Uncerizinty over the timing of a seftlement to a policyholder for a loss suffered.

The degree of uncertainty will vary by policy class according to the characteristics of the insured risks and the cost of a claim will be determined by the actual
loss suffered by the policyholder.

There may be significant reporting fags between the occurrence of the insured event and the time it is actually reported to the Company. Following the

identification and notification of an insured loss, there may still be uncertainty as to the magnitude and timing of the settlement of the claim. There are many

factors that will determine the tevel of uncertainty such as inflation, inconsistent judicial interpretations and court judgments that broaden policy coverage
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beyond the intent of the original insurance, legislative changes and claims handling procedures.

The establishment of insurance contract liabilities is an inherently uncertain process and, as a consequence of this uncertainty, the eventual cost of
settlement of outstanding claims ancd unexpired risks can vary substantially from the initial estimates, particularly for the Company's long tail lines of
business. The Company seeks to provide appropriate levels of provisions for losses and loss adjustment expenses and provision for unexpired risks taking
the known facts and experience into account.

The Company has exposures to risks in each class of business within each operating segment that may develop and that could have a material impact upon
the Company's financial position. The geographic and insurance risk diversity within the Company's portfolio of issued insurance policies make i not
possible to predict whether matedal development will ocour and, if it does occur, the location and the timing of such an occurrence. The estimation of
insurance contract liabilities involves the use of judgments and assumptions that are specific to the insurance risks within each territory and the particular
type of insurance risk covered. The diversity of the insurance risks results in it not being possible to identify individual judgments and assumptions that are
mcre likely than others to have a material impact on the future development of the insurance contract liabilities.

The Company evaluates the concentration of exposures to individual and cumulative insurance risk and establishes its reinsurance policy to reduce such
exposure to levels acceptable to the Company.

Litigation, disputes and investigations

The Company, in common with the insurance industry in general, is subject to litigation, mediation and arbitration, and regulatory, govemmental and other
sectorial inquiries and investigations in the nomnal course of its business. In addition the Company is exposed to the risk of litigation in connection with its
former ownership of the US operation. The directors do not befieve that any current mediation, arbitration, regulatory, governmental or sectorial inquiries and
investigations and pending or threatened litigation or dispute will have a material adverse effect on the Company's financial position, although there can be
no assurance that losses or financiat penalties resulting from any current mediation, arbitration, regulatory, governmental or sectorial inquiries and
investigations anc pending or threatened litigation or dispute will not materially affect the Company’s financial position or cash flows for any period.

Reinsurance

The Company is exposed to disputes on, and defects in, contracts with its reinsurers and the possibility of default by its reinsurers. The Company is also
exposed to the credit risk assumed in fronting amangements and to potential reinsurance capacity constraints. In selecting the reinsurers with whom the
Company conducts business its strategy is to seek reinsurers with the best combination of financial strength, price and capacity. The Company Corporate
Centre publishes intemally a list of authorised reinsurers who pass the Company’s selection process and which its operations may use for new transactions.

The Company monitors the financial strength of its reinsurers, including those to whom risks are no longer ceded. Allowance is made in the financial position
for non recoverability due to reinsurer default by requiring operations to provide, in line with Company standards, having regard to companies on the
Company’s ‘Watch List. The 'Waltch List' is the list of companies whom the directors believe will not be able to pay amounts due to the Cempany in full.

{investment risk

The Company is exposed to market risk and credit risk on its invested assets. Market risk includes the risk of potential losses from adverse movements in
market rates and prices including interest rates, equity prices and foreign currency exchange rates. The Company's exposure to market risks is controlled by
the setting of investrment limits in tine with the Company’s risk appetite. From time to time the Company also makes use of derivative financial instruments to
reduce exposure to adverse fluctuations in foreign exchange rates and equity markets. The Company has strict controls over the use of derivative
instruments.

Credit risk includes the non performance of contractual payment obligations on invested assets and adverse changes in the credit worthiness of invested
assets including exposures to issuers 0r counterparties for bonds, equities, deposits and derivatives. Limits are set at both a pertfolio and countemparty level
based on likelihood of default to manage the Company’s overall credit profile and specific concentrations within risk appetite. The Company’s insurance
investment portfolios are concentrated in listed securities with very low levels of exposure to assets without quoted market prices. The Company uses model
based analysis to verify asset values when market values are not readily available.

Rating environment

The ability of the Company to write certain types of insurance business is dependent on the maintenance of the appropriate credit ratings from the rating
agencies. The Company has the objective of maintaining single ‘A’ ratings. At the present time the ratings are ‘A’ (positive outlook) from S&P, improved from
‘A’ (stable outlook} in December 2010, ‘A’ (stable outlook) from AM Best and "A2’ (stable outlook) from Moody’s. A worsening in the ratings could have an
adverse impact on the ability of the Company to write certain types of general insurance business.

In assessing credit risk in refation to reinsurance and investments, the Company takes into account a variety of factors, including credit rating. If any such
rating changes, or is otherwise reassessed, this has potential implications for the related exposures.

Foreign exchange risk
The Company publishes financial statements in Pound Sterling. Therefore, fluctuations in exchange rates used to translate other currencies,
particularly other European currencies and the United States dollar, into Pound Sterling will impact the reported financial position, results of
operations from period to period. These fluctuations in exchange rates will afso impact the Pound Sterling value of and the retumn on the
Company’'s investments.

Income and expenses for each profit & loss account item are translated at average exchange rates. Assets and liabilities, as reported in the
Balance Sheet, are translated at clesing exchange rates at the end of the reporting period.
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3. Risk management and capital management
Introduction

RSA Insurance Group plc, of which the company is an important part, is managed along divisional lines. The company writes direct marine,
aviation, transport and renewable energy insurance business in the United States. The directors of the Company have considered whether the
Company’s approach to strategy, risk management, performance review and custody of assets fully meets the needs of the Company as a separate
regulated entity. They have concluded that it does. The following discussicn sets out the approach of the Group, and hence of the Company, to risk
management.

Risk and capital management

As an insurance company, the Company is in the business of actively seeking risk with a view to adding value by managing it. This note
summarises the key risks to the Group, and hence the Company and the steps taken to manage them.

The Group’s Board of Directors {the 'Board’) defines the risk appetite of the organisation. The Group employs a comprehensive Risk Management
System that includes a full range of risk policies, procedures, measurement, reporting and monitoring techniques and a series of stress tests and
scenario analyses to ensure that the risk exposures that arise from operating the Company's business are managed appropriately,

The Company is not exposed to risks arising from insurance contracts as risks are fully reinsured.
Financial Risk
Financial risk refers to the risk of financial loss from transactions entered into by the company and includes the following risks:

» Credit

+ Market

» Interest rate
» Liquidity

» Currency

Credit Risk

Credit risk is the risk of loss of value of the financial assets due to counterparties failing to meet all or part of their obligations to the Company. The
Board Risk Committee (BRC) is responsible for ensuring that the Board approved Group credit risk appetite is not exceeded. This is done through
the setting and imposition of Group policies, procedures and limits. In defining its appetite for credit risk the Company looks at exposures at both an
aggregate and business unit level distinguishing between credit risks incurred as a result of offsetting insurance risks or operating in the insurance
market (e.g. reinsurance credit risks and risks to receiving premiums due from policyholders and intermediaries) and credit risks incurred for the
purposes of generating a return {e.g. invested assets credit risk).

Limits are set at both a portfolic and counterparty level hased on likelihood of default, derived from the rating of the counterparty, to ensure that the
Group's overall credit profile and specific concentrations are managed and controlied within risk appetite. Financial assets are graded according to
company standards. AAA is the highest possible rating. Investment grade financial assets are classified within the range of AAA to BBB ratings.
For invested assets, restrictions are placed on each of the Group's investment managers as to the level of exposure to various rating categories
including unrated securities.

The Company is also exposed to credit risk from the use of reinsurance in the event that a reinsurer fails to settle its liability to the Company.

The Group Reinsurance Credit Committee oversees the management of credit risk arising from the reinsurer failing to settle its liability to the
Company. Group standards are set such that reinsurers that have a financial strength rating of less than ‘A-" with Standard & Poor’s, or a
comparable rating, are removed from the Group's authorised list of approved reinsurers unless the Group's internal review discovers exceptional
circumstances in favour of the reinsurer. Collateral is taken, where appropriate, to mitigate exposures to accepiable levels.

The following table provides information regarding the aggregated credit risk exposure for financial assets of the Company as at 31 December
2016.

Credit rating relating to financial assets that are neither past due nor impaired

Total

Financial

Value Less:  Assets that

including  Amounts are neither

held forclassified as past due

AAA AA A BBB <BBB Not rated sale held for sale nor impaired

As at 31 December 2016 £'000 £000 £000 £'000 E'000 - £'000 £000 £'000
Debt securities - 61,012 15,217 4,255 - - 80,484 46,259 34,225
Other financial assets - 293 73 20 - - 386 . 264 122
Reinsurance assets - 7,030 106,507 5,337 {4) 3,058 121,928 83,732 38,196
Insurance and reinsurance debtors - 67 1,368 4,025 7 7.815 13,281 - 13,281
Cash at bank and in hand - 398 8,260 6,797 - - 15,455 - 15,455
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Credit rating relating to financial assets that are neither past due nor

impaired

Total

Financial

Value Less; Assets that

including Amounts are neither

held for classified as past due

AAA AA A BBB <BBB Not rated sale held forsale  nor impaired

As at 31 December 2015 £'000 £'000 £000 £'000 £'000 £000 £'000 £'000 £'000
Debt securities - 47,670 11,302 9,043 - - 68,015 - 68,015
Other financial assets - 124 52 62 - - 238 - 238
Reinsurance assets - 4,753 82,980 1,490 98 311 89,632 - 89,632
Insurance and reinsurance debtors 38 550 1,927 286 1,745 6,744 11,290 - 11,280
Cash at bank and in hand . - 6,909 9,354 - - - 16,303 - 16,303

Notes:

1. The insurance and reinsurance debtors classified as not rated comprise personal policyholders and small corporate customers that do not have
individual credit ratings. The overall risk to the Company is deemed to be low as the cover could be cancelled if payments were not received on
a timely basis.

There are no material financial assets that would have been past due or impaired had the terms not been renegotiated.

The following table provides information regarding the carrying value of financial assets that have been impaired and the ageing of financial assets
that are past due but not impaired as at 31 December 2016.

Financial assets that are past due but not

impaired
Impairment
Balance losses
Neither past Greater Impaired Sheet chargedto
due nor 0-3 3-6 6-12 than 12  Financial carrying Income
Impaired months months months months Assets value  Statement
As at 31 December 2016 £000 £°000 £'000 £'000 £'000 £'000 £000 £000
Debt securities 34,225 - - - - - 34,225 .
Other financial assets 264 - - - - - 264 -
Reinsurance assets 124,928 - - - - - 121,928 -
Insurance and reinsurance debtors 11,421 30 20 53 1,757 - 13,281 -
Cash at bank and in hand 15,455 - - - - - 15,455 -
Financia! assets that are past due but not
impaired
Impaiment
Batance losses
Neither past Greater Impaired Sheet charged to
due nor 0-3 3-6 6-12 than 12 Financial carrying Income:
impaired months months months months Assets value Statement
As at 31 December 2015 E'000 £'000 £'000 £'000 £000 £000 £'000 £'000
Debt securities 68,015 - - - - - 68,015 -
Other financial assets 238 - - - - - 238 .
Reinsurance assets 89,632 - - - - - 89,632 -
Insurance and reinsurance debtors 8,308 354 N 42 1,795 - 11,290 -
Cash at bank and in hand 16,303 - - - - - 16,303 -
Market Risk

The Company is exposed to the risk of potential losses fromn adverse movements in market prices including those of interest rates, exchange rates
and debt securities.

Exposures are controlled by the setling of investment limits and managing asset-liability matching in line with the Company’s risk appetite.
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The Company Investment Committee (CIC), on behalf of the Board, is responsible for reviewing and approving the investment strategy for the
Company's investment portfolios, It provides approval for all major changes of the Company's investment strategy and, in particular, approves any
substantive changes to the balance of the Company's funds between the major assel classes. Importantly, the CIC also approves the terms of
reference of the Company's main operational investment committee, the Company Asset Management Committee (CAMC). The Board Risk
Committee (BRC) issues CAMC with investment risk limits,

Interest Rate Risk

The fair value of the Company's portfolio of fixed income securities is inversely correlated to changes in the market interest rates. Thus, if interest
rates fall, the fair value of the portfolio would tend to rise and vice versa as set out in the sensitivity analysis on page 19.

Currency Risk

The Company incurs Operational currency risk by underwriting liabilities in currencies other than the currency of the primary envirenment in which
the business units operate (non functional currencies).

Operational currency risk is managed within the Company’s individual operations by broadly matching assets and liabilities by currency.

Sensitivity Analysis

The Company uses a number of sensitivily or stress-lest based risk management toc!s to understand the impact of the above risks on earning and
capital in both normal and stressed conditions. These stress tests combine deterministic shocks, analysis of historical scenarios and stochastic
modelling using the internal capital model to inform the Company's decision making, planning process and also for identification and management
of risks within the business units.

The following tables provide an indication for the Company of some of the single factor changes adopted within the Group:

Impact of a 10% change in Pounds Sterling against Euro and US Dollar on shareholders' funds.

0% 10% 10% 10%
strengtheningin  weakening in  strengthening in  weakening in
Pounds Sterling Pounds Sterling Pounds Sterling Pounds Sterling

against Euro against Euro  against US Dollar against US Dollar

£'000 £000 £:000 £'000
Movement in shareholders’ funds as at 31 December 2016 {2) 2 565 (621)
Movement in shareholders’ funds as at 31 December 2015 (2) 3 811 (892)

Liquidity Risk

Liquidity risk is the risk that the Company may be unable to pay obligations when due as a result of assets not being available in a form that can be
immediately converted into cash. Liquidity is managed such that the Company maintains a minimum leve! of cash or cash equivalents or highly
liquid assels that can be liquidated within a minimum stated period of time. Contingency funding plans are prepared and monitored to ensure that
these minimum levels are met even in stress conditions.

Maturity period

The following table summarises the maturity dates for financial liabilities that are subject to fixed and variable interest rates. Direct insurance
creditors are also presented and are analysed by remaining duration until settlement.

Balance

Sheet

Less than 1-2 2-3 3-4 4-5 5-10 carrying

1 Year Years Years Years Years Years Total value

As at 2016 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Financial Liabilities

Direct insurance creditors 359 13 372 372

Total 359 . - - - 13 372 37z
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Balance

Sheet

Less than 1-2 2-3 3-4 4-5 5-10 carrying

1 Year Years Years Years Years Years Total value

As at 2015 £'00C £'000 £000 £'000 £'000 £'000 £'000 £'000

Financial Liabilities

Direct insurance creditors 181 - - - - 24 205 205
Total 181 - - - - 24 205 205

QOperational Risk

Operational risk is the risk of direct or indirect losses resulting from human factors, external events and inadequate or failed internal processes and
systems, Operational risks are inherent in the Group's operations and are typical of any large enterprise, Major sources of operational risk can
include aperational process reliability, inform security, outsourcing of operations, dependence on key suppliers, implementation of strategic and
operational change, integration of acquisitions, fraud, human error, customer service quality, inadequacy of business continuity arrangements,
recruitment, training and retention of staff, and social and environmental impacts.

The Company manages operational risk using a range of technigues and tools to identify monitor and mitigate its operational risk in accordance
with Group's risk appetite. These tools include Risk and Control Self Assessments, Key Risk Indicators (e.g. fraud and service indicators), Scenario
Analysis and Loss Reporting. In addition, the Group has developed a number of contingency plans including Incident Management and Business
Continuity Plans. Quantitative analysis of operational risk exposures material to the Group is used to inform decisions on the overall amount of
capital held and the adequacy of contingency arrangements.

Own Risk and Solvency Assessment {ORSA)
The Solvency Il directive introduced a requirement for undertakings to conduct an ORSA.
The Group defines its ORSA as a series of inter-related activities by which it establishes:

+ The quantity and quality of the risks which it seeks to assume
+ The level of capital required to support those risks
« The actions it will take to achieve and maintain the desired levels of risk and capital.

The assessment considers both the current position and the positions that may arise during the planning horizon of the firm (typically the next three
years). It looks at both the expected outcome and the outcome arising when the plan assumptions do not materialise as expected.

The assessments of how much risk to assume and how much capital to hold are inextricably linked. In some situations, it may be desirable to incréase
the amount of risk assumed or retained in order to make the most efficient use of capital available or else to return excess capital to capital providers. In
other situations, where the risks assumed give rise to a capital requirement that is greater than the capital immediately available to support those risks, it
will be necessary either to reduce the risk assumed or to obtain additional capital.

The assessment of risk and solvency needs is in principle carried out continuously. In practice, the assessment consists of a range of specific activities
and decisions carried out at different times of the year as parnt of an annual cycle, supplemented as necessary by ad hoc assessments of the impact of
external events and developments and of intermnal business proposals.

Papers are presented to the Board throughout the year dealing with individual elements that make up the ORSA. The information contained in those
papers and the associated decisions taken are summarised in an annual ORSA report, which is submiited to the Group's regulators as part of the
normal supervisory process.

The ORSA is approved by the Board Risk Committee (BRC).

Capital Management

The Company is part of RSA Insurance Group Plc and is regulated by the Prudential Regulation Authority ('PRA’} and Financial Conduct Authority
(‘FCA').

Capital Appetite

The Company aims to hold sufficient capital, which comprises shareholders’ equity and subcrdinated loan capital, to meet its plan and objectives. This
represents sufficient surpluses for both regulatory and economic capital, as well as, sufficient capital to support the Group’s and the Company’s aim of
mairtaining single ‘A’ ratings. To assist in managing its capital position, the Group has set internal target coverage ratios for each of the principal capital
measures.

Regulatory Solvency Position

The Group's Solvency Il Internal Model was approved by the PRA in December 2015 and forms the basis of the primary Solvency || SCR measure,
The internal model is used to suppert, inform and improve the Company's decision making. It is used to determine the Group's and Company's
optimum capital structure, its investment strategy, its reinsurance program and to determine the pricing and target returns for each
portfolio. Throughout 2016 the Solvency Il coverage ratio stood at approximately 2 times based on the Group's approved Internal Model.
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4. Exchange Rates

The rate of exchange used in these accounts in respect of the major overseas currency are:

2016 2016 2015 2015

Cumulative End of Cumulative End of

Average Period Average Period

United States Dollar 1.35 1.24 1.53 1.47
Euro 1.22 117 1.38 1.36

The technical account contains net gains of £nil {2015: net gains of £nil) on the retranslation of foreign currency items.

Other charges in the non-technical account includes £324,000 of net gains (2015: £ {256,000} of net losses) on the retranslation of foreign currency

items, which is included in current year retained profit.

5. Segmental information

a) By business class

Gross premiums written
Marine, aviation and transport
Renewable energy

Profit on ordinary activities before taxation
Marine, aviation and transport
Renewable energy

Net assets as at 31 December
Marine, aviation and transport
Renewable energy

21

2016 2015
£'000 £000
12,871 12,329
19,290 10,110
32,161 22,439
2016 2015
£'000 £'000
2,573 1,094
1,178 914
3,751 2,008
2016 2015
£'000 £'000
45,403 43,084
1,293 839
46,696 43,923




b} by geographical segment

Gross premiums written
EU member states

Profit on ordinary activities before taxation
EU member states

Net assets as at 31 December
EU member states

The Marine Insurance Company Limited
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2016 2015
£'000 £'000
32,161 22,439
32,161 22,439
2016 2015
£'000 £'000
3,751 2,008
3,751 2,008
2016 2015
£'000 £'000
46,696 43,923
46,696 43,923

Gross premiumns are disclosed by origin. The destination of the risk associated with the premium is deemed to be the US as all policyholders are

based in the US.

Total commissions for direct insurance business accounted for by the Company during the year, excluding payments to employees, amounted to

£4,860,000 (2015: £3,711,000).

Included within gress written premium and reinsurance written premium recegnised in the year are £(1,211,000) (2015 £1,467,000) and
£(1,211,000) (2015; £1,467,000) respectively relating te re-estimation of prior year pipeline premiums.

6. Held for sale disposal group

On 7 February 2017 the Group announced that contracts had been signed to dispose of UK legacy insurance liabilities to Enstar Group limited,
some of which are held in the Company. The transaction initially takes the form of a reinsurance agreement to be effective at 31 December 2016,
which substantially effects economic transfer, to be followed by a completion of a subsequent legal transfer of the business.

Assets classified as held for sale
Investments

Reinsurers’ share of claims outstanding
Other debtors and other assets

Total assets of disposal groups

Liabilities directly associated with assets classified as held for sale
Claims outstanding

Amounts owed to group undertakings

Liabilities of disposal groups

Total net assets of disposal groups

7. Auditor's remuneration

£'000

46,259

83,732
264

130,255

83,732
46,523
130,255

Fees payable to KPMG LLP for the audit of the Company's accounts for the year ended 31 December 2016 were £17,500 (31 December 2015;
£19,000) which were borne by a parent company, RSAI. Details of non-audit fees payable to KPMG LLP are disclosed in the Groups Annual Report

and Accounts.

22




. The Marine Insurance Company Limited
. Notes to the accounts

8. Directors’ emoluments

The directors were all remunerated by RSAI, a fellow subsidiary of the Group, for their services to the RSA Group as a whole, They were not
remunerated for their services as directors of the Company and the amount of time spent performing their duties is incidental to their roles across

the RSA Group. This is consistent with prior years.

9. Employees and staff costs

The Company did not employ anyone during the period (2015:none). All administralive duties are performed by employees of RSAI at a cost to the

Company of £1,155,000 (2015: £1,118,000).

10. Investment income, expenses and charges

tncome from available for sale investments
Investment management expenses and charges

11. Taxation
The tax amounts charged in the profit and loss account are as follows:

Current tax
UK corporation tax
Adjustments in respect of prior periods

Total current tax

Total tax charge

The UK corporation tax for the current year is based on a rate of 20% (2015: 20.2%).
Reconciliation of the total tax charge

The tax charge for the year is less than 20% (2015: more than 20.2%) due to the items set out in the reconciliation below:

Profit on ordinary activities before tax
Tax at the UK rate of 20% (2015 at 20.2%)

Factors affecting charge:

Expenses not deductible for tax purposes

Fiscal adjustments

Adjustment to tax charge in respect of previous periods
Total tax charge

2016 2015
£'000 £'000
1,452 1,239
(445) (684)
1,007 555
2016 2015
£000  £000
714 414
(2) -
712 414
712 414
2016 2015
£'000 £'000
3,751 2,008
750 407
28 -
(64) 7
(2) -
712 414

The current tax credited to other comprehensive income during the year is £10,000 (2015; £11,541). The deferred tax recognised in other

comprehensive income is £nil (2015: £nil).

The Company has net nil deferred tax assets at 31 December 2016 and at 31 December 2015,

At the Balance Sheet date, the Company has other deferred tax reliefs of £226,000 (2015: £nil) for which no deferred tax has been recognised due to

the unpredictability of future profit streams.
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12. Financial Assets

2016 2015
£'000 £'000
Other government securities 18,058 30,090
Corporate bonds 16,167 37,925
Available for sale financial assets 34,225 68,015
Total assets measured at fair value 34,225 68,015
Available for sale financial assets:- Fair Value Hierarchy
Level 1 Level 2 Level 3 Total
2016 2016 2016 2016
£000 £'000 £'000 £'000
Debt securities 34,225 - - 34,225
Total 34,225 - - 34,225
Fair Value Hierarchy
Level 1 Level 2 Level 3 Total
2015 2015 2015 2015
£000 £'000 £'000 £'000
Debt securities 68,015 - - 68,015
Total 68,015 - - 68,015
None of the Company's insurance liabilities are measured at fair value. There were no transfers between Level 1 and Level 2 during the year.
There are no financial liabilities measured at fair value using Level 3 fair value measurements.
13. Reinsurer's share of provision for unearned premium
2016 2015
£'000 £'000
Reinsurer's share of provisions for uneamed premiums at 1 January 11,541 7,208
Premiums ceded to reinsurers 32,161 22,439
Reinsurer's share of premiums earned {28,284) (18,581}
Changes in reinsurance asset 3,877 3,858
Exchange adjustment 2,406 475
Total Reinsurer’s share of provision for unearned premiums at 31 December 17,824 11,541

As all business is fully reinsured, reinsurers share of unearned premium is the same as gross unearned premium and therefore the gross

unearned premium reconciliation is consistent with the disclosure above and has not been presented separately,
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14. Reinsurer’s share of provision for outstanding claims

2016 2015
£000 £'000
Reinsurer's share of provisions for claims cutstanding 99,816 75,485
2016 2015
£000 £000
Reinsurer's share of provisions for losses and loss adjustment expenses at 1 January 75,485 80,112
Reinsurer's share of total claims incurred 19,824 4,052
Total reinsurance recoveries received {12,968) {9,404)
Unwind of discount 1,567 1,522
Exchange adjustment 15,808 {797)
Reinsurer's share of provisions for losses and loss adjustment expenses at 31 December 99,816 75,485
Less: Assets classified as held for sale __(83,732) -
Total Reinsurer's share of provisions for losses and loss adjustment expenses at 31 December 16,084 75,485
As all business is fully reinsured, reinsurers share of outstanding claims is the same as gross outstanding claims and therefore the gross
outstanding claims reconciliation is consistent with the disclosure above and has not been presented separately.
15. Other debtors
Other debtors including taxation includes £nit (2015: £nil) in respect of corporation tax recoverable.
16. Share capital
2016 2015
£:000 £'000
Allotted, issued and fully paid
1,304,945 ordinary shares at 12.5p each (2015: 1,304,945 ordinary shares at 12.5p each)} 16,312 16,312
16,312 16,312
17. Other creditors (including tax)
2016 2015
£'000 £'000
UK corporation tax 702 402
Other creditors 499 547
1,201 949

18. Deferred acquisition costs

The Company has recognized deferred acquisition costs {(DAC) assets of £4,288,000 (2015: £2,606,000) and reinsurance share of DAC of

£4,288,000 {2015: £2,606,000).

19. Parent companies

The Company's immediate parent company is Royal & Sun Alliance insurance plc, a company incorporated in England and Wales.

The Company's ultimate parent company and controlling party is RSA Insurance Group Pic, which is registered in England and Wales and is the
parent company of the smaliest and largest group to consclidate these financial statements. A copy of thal Company’s accounts can be obtained

from 17™ Floor, 20 Fenchurch Street, London EC3M 3AU
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