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B D COOKE INVESTMENTS LIMITED

STRATEGIC REPORT
The Directors of the Group present the strategic report for the year ending 31 December 2015

Principal Activities

The mamn substdiary undertaking, The Domimion Insurance Company Limited ceased to trade in December
1994 and entered nto solvent run-off Since that ume the Company’s main activity has been the settlement
and admimstration of claims and the collection of remnsurance The majonty of the liabilities cutstanding
refate 1o “long-tail” Nosth American habihity business mcluding Environmental Pollution and Asbestos related
claims

Key Performance Indicators

2015 2014 Change

£000 £000 %
Balance on technical account — general business {383) 4,544 -108%
Profit for the financial year (273) 3,610 -108%
Capital and reserves 9,545 9,818 -3%
Investment Income 238 6,092 -96%
Gross Paid Claims 12,290 14,873 -17%
Gross Reserves 135,282 §42,783 -5%
Asbestos and Pollution Related Gross Reserves (Undiscounted) 123,263 124,444 -1%
Reinsurance Reserves 44,525 50,500 -13%
Dhscount Provided 19,545 18,315 7%

There 1s a loss 1n the current financiai year compared to a profit in 2014 This 1s mainly due to the investment
performance worsening significantly in 2015 n a difficult market

The msurance business recorded a small loss of £0 7m compared to a loss of £1 7Tm i 2014 The loss in 2015
was the result of a mixture of savings on claims setitements made, offset by increases 1n reserves n existing

claims
The Groups' information systems provide the ability to analyse claims The (roup continues to seek ways 1o

ensure that 11s processes and administration are performed more efficiently and this has resulted 1n a relatively
stable level of operating expenses over the last few years
The capital and reserves of the Group at 31 December 2015 are £9 5m (2014 £5 8m)

Principal risks and uncertainties

The principal nisks and uncertanuies facing the Group are broadly grouped as insurance, regulatory and
financial instrument nisk

The risk management objectives and policies are dnven by the need to protect the Greups regulatory capial
position, to meet obhiganons to policyholders when they fall due and to have the financial strength to run-off in

an orderly fashion

Insurance risk

The principal nsk the Group faces under insurance nisk 1s that actual claims payments or the uming thereof
differ from expectaiion This 1s influenced by frequency of claims, seventy of claims, actual benefits paid and
subsequent development of claims

There are considerable uncertainties 1n the provision for clanms outsianding This 15 1n part due to the iong
term nature of the claims and 1n part the vaganes of the American legal system The Group constantly assesses
the exposures and wherever possible seeks to make favourable setilements




B D COOKE INVESTMENTS LIMITED

STRATEGIC REPORT (continued)

Principal risks and uncertainties {continued)

Insurance risk (continued)

Remnsurance recoveries are reviewed on a regular basis and where 1t 15 commercially viable to do so
commutations are agreed with reinsurers  Such commutations convert long term remnsurance recoveries Into
present day cash and investmenis The Group discounts its claims habihuies relating to “long-tail” North
American habihty business, including the run-off provision Future mnvestment income 15 expected to at least
equal the discount provided

Regulatory risk

The Group 1s subject to regulation by the Prudennal Regulation Authonty (“PRA™) The PRA rules stipulate
that sufficient margins of regulatory solvency be maintained and that customers are treated fawrly The Group
did not meet the regulatory solvency margins under Solvency [ at any time during the year to 31/12/2015.
Additionally 1t also does not meet capital requirements under the Solvency Il regime (see post balance sheet
event note 1n the Directors’ Report for more details)

Financial instrument risk

The Group has established a risk and financial management framework, the primary objective of which 1s the
protection of the Group from potenual events that may hinder 11s performance

The main risks facing the Group are

- Price risk Reduction in fair value of investments through market fluctuations will restrict assets
available to meet policyholders’ enutlements The nisk 1s mitigated by investments held with a matunty profile
which matches the estimated claims settlement pattern by currency in order to minimise exchange and
reinvestment risk

- Interest rate risk Movements 1n interest rates will impact the value of future guarantees and the value of
fixed interest securities relative to the value of the related habihities This nisk 15 managed by an effective asset
lrability management strategy

. Cash flow nnsk Cash flow nsk 1s the risk of exposure to variabihity in cash flows that 1s attributable to a
particular nsk associated with a recogmised asset or hability such as future interest payments on a vanable debt
rate The Group manages this nsk by holding cash and invesuments with a maturity profile which matches the
estimated claims settlement pattern by currency

. Liquichty nsk Liqundity nisk 1s the nisk that an insurance company will encounter difficulties in meeting
obhgations associated with financial habilities The Group aims to mitigate hqindity nsk by monitoring cash
generation from its operations In addit.on, 1lhquidity in market trading may bring about an mabulity to close
out a particular position resulting 1n less hiquid assets 1o meet obhgations This 1s mitigated by investing
primanly in histed mvestments

. Credit nsk Credit nisk 1s the risk that one party to a financial instrument will cause a financial loss to
the other party by faling 1o discharge an obligation Group policies are aimed at mimimising such losses
through careful selection and monitering of third parties The mamn credit nisk the Group faces 15 from the
inabihty of reinsurers to meet the obligations assumed under reinsurance arrangements This 1s mitigated by
placing remnsurance with reputable reinsurers and monitoning limits and recervables at regular intervals

These risks are covered 1n substantial detail in note 21 to the financial statements |

By Order of the Board

OWER
P

.~ Secretary
& 5 March 2016




B D COOKE INVESTMENTS LIMITED

DIRECTORS' REPORT
Registered in England No. 04322456

The Directors present their report and the financial statements for the year ended 31 December 2015

DETAILS OF THE DIRECTORS
The names of the Directors at the date of this Report appear on page 2

Ms A Duffy and Mr H Sopher each own | share 1n the Company representing 1n total 100% of the 1ssued share
capital

RESULTS AND DIVIDENDS
The loss for the year after taxation amounted to £273,000 (2014 £3,610,000 profit)
The Directors do not recommend the payment of a dividend

FINANCIAL INSTRUMENTS
Deiails of financial instruments are provided in the Strategic Report

RESEARCH AND DEVELOPMENT
The Group has not undertaken any research and development activities during the year

CHARITABLE AND POLITICAL DONATIONS
No donations were made for charitable or pohitical purposes auring the year

STAFF AND PENSION SCHEME
The retention of key employees has been achieved through fiexibie working condittons  The average length of
service 1s 1n excess of 24 years and staff turnover 1s neghgible

The Group operates a defined contribution scheme

ENVIRONMENTAL IMPACT
The Group considers that 1ts impact on the environment 1s mimmal

GOING CONCERN

The Groups’ business activities, together with the factors hkely to affect nts future development, 1ts financial
position, financial risk management objectives, details of 1ts financial instruments and 1ts exposures o price,
credit, hgudity and cash flow rnisk are deseribed 1n the Strategic Report

As described 1n Note | 2, there exists matenal uncertainty which may cast significant doubt upon the Groups'
ability to continue as a going concern This uncertainty derives principally from the long term nature of the
Groups' 1nsurance habilities and not from short-term cash flow 1ssues The Group has considerable financial
resources The Groups' invesiment strategy 1s to invest funds so as to match the projecied settlement dates of
1ts claims habilites  In addition, the Group has significant reinsurance assels The Directors therefore have a
reasonable expectatuon that the Group has adequate resources to conbnue In operational existence for the
foreseeable future Thus they continue to adopt the going concern basis of accounting 1n preparing the annual
financial statements




B D COOKE INVESTMENTS LIMITED

DIRECTORS' REPORT (continued)

FUTURE DEVELOPMENTS

The Groups' long term objective 15 to ensure that it will continue to be able to pay all current and future vahd
clatms as and when they fall due The Group will continue to carry out it's existing stralegies of closely
monttoring claims developments and mimmising relevant nisks as outlined above There are no known changes
to the American legal system or other outside factors that might affect the way claims are currently being
assessed There are no known new major claim types anticipated that could impact the Group

EVENTS SINCE THE REPORTING DATE

Effective ! January 2016, the Group 1s subject to the Solvency 1l capital regime and the Solvency I figures are
no longer apphcable from that date Although the capital regime has changed, the Group does not anticipate
that 1ts internal pohicies for managing capital will change significantly The Groups' new Solvency Capital
Requirement (SCR) and Mimmum Capital Requirement (MCR} are calculated using the standard formula
From 1 January 2016 the Group did not meet either the SCR or the MCR and informed the regulator This
situation was foreseen by the Board and a plan was submitted to the Regulator in August 2015 setting out how
the Group mtended to meet the MCR in the future

STATEMENT OF DISCLOSURE OF INFORMATION TO THE AUDITORS

So far as each person who was a director at the date of approving this report 1s aware, there 15 no relevant audu
information being information needed by the auditor in connection with preparing its report, of which the
audior 1s unaware Having made enquines of fellow directors and the auditor, each director has taken all the
steps that he/she 1s obliged to take as a director 1n order to make himself/herself aware of any relcvant audit
imformation and to establish that the auditor 1s aware of that information

RE-APPOINTMENT OF AUDITORS
Ermnst & Young LLP are deemed to be reappointed as the Company’s Auditors for the coming financral year
accordance with Section 487 (2) of the Companies Act 2006

By Order of W

Secretary
3 March 2016




B D COOKE INVESTMENTS LIMITED

DIRECTORS’ RESPONSIBILITIES STATEMENT

The Directors are responsible for preparing the Strategic Report, the Directors' Report and the financial
statements 1n accordance with applicable law and regulations

Company law requires the Directors 1o prepare financial statements for each financial year Under that
law the Darectors have elected to prepare the financial siatements m accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicabie law)
Under company law the Directors must not approve the financial statements uniess they are satisfied that
they give a true and fatr view of the state of affairs of the Company and of the Group and of the profit or
loss of the Group for that penod

In preparing these financial statements the Directors are required to

® select suitable accounting policies and then apply them consistently.

e make judgements and estimates that are reasonable and prudent, and

e state whether applicable UK Accounting Standards have been followed, subject to any matenial
departures disclosed and explained 1n the financial statements, and

The Directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the Groups' transactions and disclose with reasonable accuracy at any time the financial position
of the Company and of the Greup and enable them to ensure that the financial statemems comply with the
Companies Act 2006 They are also responsible for safeguarding the assets of the Group and hence for
laking reasonable steps for the prevention and detection of fraud and other irregutanties




B D COOKE INVESTMENTS LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF B D COOKE
INVESTMENTS LIMITED

We have audited the financ:al statements of B D Cooke Investments Limited for the year ended 31
December 2015 which comprise the Consolidated Income Statement. the Consohdated Statement of
Comprehensive Income, the Consolidated Statement of Changes in Equity the Consohidated
Statement of Financial Position, the Company Statement of Financial Position, the Statement of Cash
Flow and the related notes 1 to 27 The financial reporting framework that has been applied 1n their
preparation 1s applicable law and United Kingdom Accounting Standards (Umited Kingdom Generally
This report 1s made solely to the company's members, as a body, in accordance with Chapter 3 of Part
16 of the Compames Act 2006 Our audit work has been undertaken so that we might state to the
company's members those matters we are required to state to them in an auditor's report and for no
other purpose To the fullest extent permitted by law, we do not accept or assume responstbility to
anyone other than the company and the company's members as a body, for our audit work, for this
report, or for the opimons we have formed

Respective responsibilities of directors and auditors

As explamed more fully in the Directors’ Responsibilities Statement set oul on page 7, the directors
are responsible for the preparation of the financial statements and for being satisfied that they give a
true and fair view Qur responsibtlity 1s to audit the financial statements 1n accordance with applicable
law and international Standards on Auditing (UK and Ireland) Those standards require us to comply
with the Auditing Practices Board's (APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit invelves obtaiming evidence about the amounts and disclosures n the financial statements
sufficient to give reasonaole assurance that the financial statements are free from material
musstatement, whether caused by fraud or error This includes an assessment of whether the
accounting policies are appropnate to the Groups' and the Parent Company's circumstances and have
been consistently apphed and adequaiely disclosed, the reasonableness of significant accounting
estimates made by the directors, and the overall presentation of the financial statements In addition,
we read all the financial and non-financial information in the Annual Report & Financial Statements
to idennfy matenal inconsistencies with the audited financial statements If we become aware of any
apparent matenial misstalements or inconsistencies we consider the implications for our report

Opinton on the financial statements
in our opinion the financial statements
e give a true and fair view of the state of the Group's and the Pareni Company's aifairs as at 31
December 2015 and of the Group's loss for the year then ended,
e have been properly prepared 1n accordance with Umited Kimmgdom Generally Accepted Accounting
Practice, and
& have been prepared 1n accordance with the requirements of the Compames Act 2006




B D COOKE INVESTMENTS LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF B D COOKE
INVESTMENTS LIMITED (continued)

Emphasis of matter — going concern

In forming our opinion on the financial statements, which is not modified, we have considered the
adequacy of the disclosure made in note 12 to the financial statements concermng the company's
abihty to continue as a going concern The conditions explained 1t notes 1 3. 16 and 20 ndicate the
existence of matenal uncertainties which may cast sigmficant doubt about the company's ability to
conlinue as a gomg concern The financial statements do not include the adjustments that would resuit
1f the company was unable to continue as a going concern

Opinion on other matters preseribed by the Companies Act 2006
In our opinion the information given in the Strategic Report and Directors' Report for the financial
year for which the financial statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception
We have notiung to report in respect of the following matters where the Compames Act 2006 requires
us to report to you tf, in our opinion

e adequate accounting records have not been kept, or returns adequate for our audit have not been

received from branches not visited by us, or

e the financial statements are not in agreement with the accounting records and returns, or

o certain disclosures of directors’ remuneration specified by law are not made, or

¢ we have not recerved all the information and explanations we require for our audnt

Lonoh Yoy L

Ed Jervis (Senior Statutory Auditor)
for and on behalf of Emst & Young LLP, Statutory Auditor

London
it Mareh 26 L




B D COOKE INVESTMENTS LIMITED

CONSOLIDATED INCOME STATEMENT
for the year ended 31 December 2015

Notes

TECHNICAL ACCOUNT - GENERAL BUSINESS
Gross premiums writien
Outward reinsurance premims
Eamed premiums. net of reinsurance
Investment income 9
Unrealised gain / {loss) on investments 9
Change i market value of property 10
Investment expenses and charges 9
Negative goodwill written back 12
TOTAL TECHNICAL INCOME
CLAIMS INCURRED NET OF REINSURANCE
Claims paid - gross amount

- reinsurer’s share

- net of remnsurance 3
Change 1n claums outstanding - gross amount

- remsurer’s share

- net of remnsurance 3
Claims incurred net of remsurance 3
TOTAL CLAIMS AND EXPENSES
BALANCE ON TECHNICAL ACCOUNT FOR GENERAL
BUSINESS
NON-TECHNICAL ACCOUNT
BALANCE ON TECHNICAL ACCOUNT FOR GENERAL
BUSINESS
PROFIT / (LOSS) ON ORDINARY ACTIVITIES
BEFORE TAXATION
Tax on profit on ordinary acuviues 5
PROFIT / (LOSS) ON ORDINARY ACTIVITIES
AFTER TAXATION
Minonty Interesis - Equity 14

PROFIT / {LOSS) FOR THE FINANCIAL YEAR
ATRIBUTABLE TO MEMBERS OF THE PARENT

All of the above 1s attributable to discontinued operations

The notes on pages 18 - 43 form part of these financial stalements

2015 2014
£000 £000
2 5
2 5
2,883 3,477
(2,660) 2,763
145 -
(130) (148)
116 116
356 6,213
12,290 14,873
4,086 4,755
8,204 10,118
(16.060) (14,138)
(8,595) (5,689)
(7,465) (8,449)
739 1,669
739 1,669
(383) 4,544
(383) 4,544
(383) 4,544
14 (75)
(369) 4,469
96 (859)
(273) 3.610




B D COOKE INVESTMENTS LIMITED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2015

Notes

Profit / (Loss) for the financial year attributable to members of
the parent company

Total Comphrensive Income for the year

2015 2014
£000 £1000
(273) 3,610
(273) 3,610

The notes on pages 18 - 43 form part of these financial staternents




B D COOKE INVESTMENTS LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2015

Share Profit and Total
capital loss
account
£000 £'000 £000
At 1 January 2015 - 9818 9818
Total Comprehensive Income for the year - (273) (273)
At 31 December 2015 - 9.545 0545
At 1 January 2014 - 6 208 6208
l'otal Comprehensive Income for the year - 3610 3610
At 3! December 2014 - 9818 9318




B D COOKE INVESTMENTS LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

as at 31 December 2015
COMPANY NUMBER 04322456

ASSETS
INTANGIBLE FIXED ASSETS

Negative goodwill

INVESTMENTS

Other financial investments

TECHNICAL PROVISIONS
Claims outstanding - reinsurers share

DEBTORS
Debtors arising out of direct msurance operations
- mtermediaries

Debtors ansing out of rernsurance operations
Other debtors

OTHER ASSETS

Fangible assets

LLand and buildhngs
Cash at bank and 1n hand

PREPAYMENTS AND ACCRUED INCOME

Accrued interest and rent
Other prepayments and accrued income

TOTAL ASSETS

Notes

13
10
25

2015 2014
£'000 £'000
(690} (806)
85428 89,786
85,428 89,786
36 095 42,098
3 6

696 3,467

2 2

701 3,475

2 6
1,680 1,535
12 004 13,177
13 686 14,718
648 508
214 281
362 789
136.082 150,060




B D COOKE INVESTMENTS LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
as a1 31 December 2015
COMPANY NUMBER 04322456

Notes 2015 2014
£000 £000
EQUITY AND LIABILITIES
SHAREHOLDER'S EQUITY
Called up share capstal 15 - -
Profit and loss account 9,545 9,818
Total capital and reserves 9,545 9.818
MINORITY INTERESTS - EQUITY 14 2,514 2,610
TOTAL EQUITY 12,059 12,428
LIABILITIES
TECHNICAL PROVISIONS
Claims vutstanding - gross amount 16 120,232 129,534
CREDITORS
Creditors ansing out of direct insurance operations 17 3,315 4,648
Creditors ansing out of reinsurance operations 17 138 2,998
Corporation Tax 5 - 75
3,453 7.721
ACCRUALS AND DEFERRED INCOME 338 377
TOTAL LIABILITIES 124,023 137,632
TOTAL EQUITY and LIABILITIES 136,082 150,060

Ap rovedﬂ%t meeting of the Board of Directors on 3 March 2016 and signed on 1ts behalf

)
I

/
////Z’Z/j ZA
S Janes

Director

The notes on pages 18 - 43 form par of these financial statemenls




B D COOKE INVESTMENTS LIMITED

COMPANY STATEMENT OF FINANCIAL POSITION

as at 31 December 2015
COMPANY NUMBER 04322456

Notes 2015 2014
£ £

ASSETS
FIXED ASSETS
Investments 1n subsidiary undertakmgs 2 2
TOTAL ASSETS 2 2
EQUITY AND LIABILITIES
SHAREHOLDER'S EQUITY
Called up share capital 15 2 2
Profit and loss account - -
TOTAL EQUITY and LIABILITIES 2 2

Director Director

s s N dz%//g

The notes on pages 18 - 43 form pait of these financial statements




B D COOKE INVESTMENTS LIMITED

CONSOLIDATED STATEMENT OF CASHFLOWS
for the year ended 31 December 2015

Profit on ordinary activines before tax

Depreciauon of tangible assets

Movement 1n general insurance outstanding claims

Movement in remsurers’ share of outstanding claims

Negative goodwill

Revaluation of fand and bwildings

Realised and unrealised investment gams mncluding foreign exchange

(Increase)/Decrease 1n debtors
Increase/(Decrease) in creditors
Corporation Tax rehef received

NET CASH OUTFLOW FROM OPERATING ACTIVITIES

INVESTING ACTIVITIES

Purchases of debt and equity nstruments
Sales of debt and equity instruments

NET CASH FLOW FROM INVESTING ACTIVITIES

Increase in cash and cash equivalents

Cash and cash equivalenis at 1 January
Exchange differences on opening cash

CASH AND CASH EQUIVALENTS AT 31 DECEMBER

The notes on pages 18 - 43 form part of these financial statements

- 16 -

Notes 2015 2014
£000 £000

(383) 4,544

13 4 6
(9,302) (6,740)

6,003 2,969
(116) (116)

(145) -
(2,661) (9,084)
2,701 (406)

(4,307) 324

14 {75)

(8,192) (8,578)

(17,497 (28,523)

14,936 50,520

(2.561) 21,997

(10,753) 13,419

26,318 12,513

544 386

25 16,109 26318




B D COOKE INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2015

1

1.1

12

ACCOUNTING POLICIES

Statement of comphance

B D Cooke Investments Limned 1s a hmited hability company incorporated in England The Registered Office
15 2 Knoll Rise. Orpinglon BR6 ONX The financial staiements cover those of the individual entity and are
prepared as at 31 December 2015 and for the year ended 31 December 2015

The financial statements have been prepared in comphiance with FRS 102 and FRS 103, being apphcable UK
GAAP accounting standards. and 1n accordance with the provisions of Schedule 3 of the Large and Medium-
sized Compamies and Groups {Accounts and Reports) Regulations relating 1o insurance compantes

The financial statements are prepared under the historical cost convention except for land and buildings and
certam financial instrumenis which are measured at fair value

The company transitioned from previously extant UK GAAP to FRS 102 and FRS 103 as at | Januvary 2014
An explanation of how transiton to FRS 102 and FRS 103 has affected the reported financial position and
financial performance 1s given in Note 27

Basis of preparation

The group's financial statements for the year ended 31 December 2015 were approved for 1ssue by the Board
of Directors on 8 March 2016

The financial statements which consohdate the financial statements of the Company and s subsidiary
undertakings, are prepared in sterlig which 1s the presentation and functional currency of the Group and

The Company has taken the advantage of the exemption under Section 408 of the Companies Act 2006 and 15
not presenting a Company Income Statement The profit dealt with 1n the financial statements of the parent
company for the year 1s £Nil (2014 £Nil)

The Directors consider thal the going concern basis of accounting 1s appropriate However as described m
notes 1 3, 16, and 20, there exists matenal uncertainty over the ulumate exposure 1o future claims and related
reinsurance recoveries and run-off expenses which may cast significant doubt upon the ability of the Group to
continue as a going concern Should the adjustments to these habilines and recovenes be substantial, the
going concern basis of preparation nught no longer be appropriate  If the Group were unable to continue to
run-off business in an orderly way. adjustments might have to be made to reduce the value of assets to their
recoverable amount and to provide for any further liabiliies that might anse  These adjustmenis mght be
material

1 3 Basis of Consohdation

The consohdated financial statements include the financial statements of the Company and all of s
subsidiaries made up at 31 December 2015

The group financial statements consohdate the financial statements of B D Cooke Investments Limited and the
entities tn controls (1ts subsidiary undertakings) drawn up to 31 December each year

Substdianies are consohdated from the date of therr acquisition, bemg the date on which the Group obtains
control, and continue to be consolidated until the date that such control ceases The financial statements of
subsidhary undertakings are prepared for the same reporting year as the parent company, using consistent
accounting policies All inter-company balances and transactions are eliminated

Minonty interests represent the proportion of profit and loss and net assets in subsidianes that 1s not held by
the Group and 1s presented separately from parent shareholders’ equity in the consohidated balance sheet

-17 -




B D COOKE INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2015

1

ACCOUNTING POLICIES - continued

1.4 Judgements and key sources of esiimation uncertainty

The preparation of the financial statements requires management to make judgements. estmates and
assumptions that affect the amounts reporied for assets and liabilities as at the balance sheet date and the
amounts reported for revenues and expenses during the year However, the nature of esumation means that
actual outcomes could differ from those estimates The following are the group’s key sources of estimation
uncertainty

Insurance contract technical provisions

For insurance contracts, estimates have to be made both for the expected ulumate cost of claims reported at the
reporting date and for the expected ultimate cost of claims incurred, but not yet reported, at the reporting date
(IBNR) It can take a sigmficant period of ume before the ulumate claims cost can be estabhshed with
certainty and 1n total [BNR claims form the majornty of the habihity 1n the statement of financal position

The group uses a combination of exposure based techmques together with standard actuanies claims projection
techniques such as the chaimn ladder method to arrive at a best estimate of the ulumate cost of outstanding
claims

The exposure based techniques are used for long tail APH claims which represent more than 90% of the
technical reserves The Group maintains a database of historical claims paid information and current notified
reserves together with pohcy mmformanon including lines and himits underwntten This information 1s used to
dnve estimale a range of possible ulumate claims amounts, together with a best esumate The Group adopts
the best estimate amount as the basis for 1ts techmcal claims provisions reported i the statement of financial
positions The resulung hability is discounted for the time value of money

Revaluation of mixed use property

Muxed use property is measured at {air value, with changes in fair value being recogmsed in profit or loss The
Group engaged independent valuation specialists to determine fair value at 31 December 2015 The valuer
used a valuation technique based on an open market basis The determmed fair value of the mixed use
property 15 most sensitive to the esumated yield as well as the leng term vacancy rate The key assumptions
used to determune the fair value of mixed use property are further explained i Note 10

Taxation

The Group establishes provisions based on reasonable estimates

Management estimation 1s required to determine the amount of deferred tax assels that can be recognised,
bascd upon hkely tming and level of future taxable profits Further details are contained in Note 5

-18 -




B D COOKE INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2015

1 ACCOUNTING POLICIES - continued

1.5 Significant accounting policies
Insurance contracts

Product classification

Insurance contracts are those contracts when the msurer has accepled sigmificant insurance nsk from another
party (the policyholder) by agreeing to compensate the pohicyholder if a specified uncertain future event (the
insured event) adversely affects the policyholders As a general guideline, the Group determines whether 1t has
sigmficant insurance nisk, by comparing benefits paid with benefits payable if the insured event did not occur
Insurance contracts can also transfer financial risk

Once a contract has been classified as an msurance contracl, It remains an insurance contract for the remainder
of its hfetime, even 1if the mnsurance nsk reduces signficantly durmg this period, unless all nights and
obligations are extinguished or expire

Claims

Claims include all claims occurning during the year. whether reported or not, related nternal 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 cutstanding from previous years
Remsurance claims are recognised when the related gross insurance claim 1s recogmsed according to the terms
of the relevant contract

Claims outstanding

The provision for claims outstanding (note 16) 1s based on the esumated ultimate cost of all claims notified but
not settled by the balance sheet date, claims incurred out not reported together with the provision for related
claims handhing costs Provisions are calculated allowing for reinsurance recoveries and a separate asset 1
recorded for the reinsurers’ share, having regard to collectability

The claims provision includes amounts m respect of potertial claims relating to environmental pollution and
asbestos related claims These claims are not expected to be setiled for many years and there 15 considerable
uncertamnty as to the amounts at which they will be settled Legislative and judicial actions to date concerning
environmental pollution have failed to determine the basis of habulity to indemmify losses

The level of the provisions for these losses has been set on the basis of the informauon which 1s currently
available including potential outstanding claims advices and case law Consulung actuanes are employed 10
assist the Directors 1n setuing an appropriate level of provision  The methods used, and the esumates made, are
reviewed regularly The level of related reinsurance recovenes is dependent upon both the accuracy of the
estimated gross technical provisions and the ulimate ability to pay off the underlying security

- 19 -




B D COOKE INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2015

ACCOUNTING POLICIES - continued

Foreign Currencies

The Group's functtonal currency and presentational currency 1s Sterling

Transactions 1n US dollars are translated at the average rate of exchange dunng the year Transactions in other
foreign currencies are translated at the rate of exchange ruling at the date of the transaction

All assets and liabihties denominated 1n foreign currencies are translated at the rate of exchange ruling at the
end of the year

Exchange differences are included in the Income Statement

Impairment of non-financial assets

The Group assesses at each reporting date whether an asset may be impaired 1f any such indication exists the
company estimates recoverable amount of the asset 1f 1t 1s not possible to estimate the recoverable amount of
the ndividual asset, the Group estimates, the recoverable amount of the cash-generating umit to which the asset
belongs The recoverable amount of an asset or cash-generating umt s the higher of 1ts fair value less costs to
sell and 1ts value in use If the recoverable amount 1s less than its carrying amount the carrying amount of the
asset 1s impaired and 1t 1s reduced to 1ts recoverable amount through an impaiment 1n profit and loss unless
the asset is carmed at a revalued amount where the impairment loss of a revalued asset 1s a revaluation
decrease

An imparrment loss recogmsed for all assets, including goodwill, 1s reversed in a subsequent penod if and only
\f the reasons for the impairment loss have ceased to apply

Financial imvestments

As permutted by TRS 102, the company has elected to apply the recogmtion and measurement provisions of
IAS 39 - Financial Instruments (as adopted for use 1n the EU) to account for all of 11s financial instruments
The group classifies 1ts financial investments as either financial assets at fatr value through profit or loss, loans
and recervables or available for sale The group determines the classification of its financial assets at initial
recogmtion Financial assets are inihally recogmsed at fair value plus, in the case of instruments not at fair
value through profit or loss, directly attributable transaction costs

The classification depends on the purpose for which the investments were acquired or ongmated In general,
financial assets are classified as fair value through profit or loss as the Group’s documented nvestment
strategy 15 1o manage financial investments acquired on fair value basis The available for sale category 15 used
only tn cases when the investments are passively managed

-2 -




B D COOKE INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2015

1 ACCOUNTING POLICIES - contimuned

All regular way purchases and sales of financial assets are recogmsed on the trade daic 1 e . the date the group
commits to purchase or sell the asset Regular way purchases or sales of financial assets require delivery of
assets within the time frame generally established by regulation or convention in the market place

Frnancia) assets at far value through profit or loss has two sub categones namely financial assets held for
trading and those designated at fair value through profit or loss at inception Investments tymically bought with
the ntention to sell in the near future are classified as held for trading as are all derivauives, including
embedded denvatives that are not designated as hedging instruments For investments designated as at farr
value through profit or loss. the following cntena must be met

e the designation elininates or signtficantly reduces the inconsistent treatment that would otherwise anse from
measuring the assets or habilities or recognising gains or losses on a different basis, or

e the assets and habilities are part of a group of financial assets, financial habiliies or both which are
managed and their performance evaluated on a fair value basis, n accordance with a documented risk
management or investment strategy

These mvestments are mitally recorded at fair value Subsequent to imual recognition, these investments are
re-measured al far value at each reporting date Fair value adjustments and realised gamns and losses are
recogmsed in the profit and loss account

Cash and cash equivalents

Cash and cash equivalents n the balance sheet comprise cash at banks and in hand and short term deposits
with an onigmal matunty date of three months or less For the purpose of the cash flow statement, cash and
cash equivalents constst of cash and cash equivalents as defined above, net of outstanding bank overdrafis

Faw value of financial assets
The Group uses the following hierarchy for determining the fair value of financial instruments by valuauon

rechnique
e Level | quoted (unadjusted) prices in active markets for identical assets or latlines

Quoted n an active market in this context means quoted prices are readily and regularly available and those
prices represent actual and regularly occumng market transactions on an arm’s length basis The quoted price
1s usually the bid price

e Level 2 when quoted prices are unavailable the instrument 1s valued using wnputs that are observable exther
directly or indirectly including quoted prices for similar assets or liabthties 1n active markets, quoted prices for
ydentical or similar assets or habilities in inactive markets, iputs that are observable such as interest rates and
yield curves observable ai commonly quoted mtervals, imphed volatihty or credit spreads and market-
corroborated 1nputs

» Level 3 when observable inputs are not avatlable, unobservable inputs are used to measure fair value by use
of valuation techmques The objecuive of using the valuation technigue 1s to estumate what the far value would
have been on the measurement date

See Note 11 for details of financial instruments classified by fair value hierarchy




B D COOKE INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2015

1 ACCOUNTING POLICIES - continued

Impairment of financial assets

For financial assets not held at fair value through profit or loss, the company assesses at ecach reporting date
whether the financial asset or group of financial assets 15 unpaired The Group first assesses whether objective
evidence of impairment exists for financial assets [f 1115 determined that no objective evidence of 1impairment
exists for an individually assessed financial asset, the asset 1s included mn a group of financial assets with
sumilar credit nisk charactenisucs and that group of financial assets 1s collectively assessed for impairment

If an available for sale financial asset 1s impaired, an amount comprising the dhfference between s cost (net of
any principal repayment and amortisation) and s current fair value, less any mpairment loss previously
recognised 1n the profit and loss account 1s transferred from other comprehensive income 1 equity to the
profit and loss account Impairment losses recogmsed m the profit and loss account in respect of an equity
instrument are not subsequently reversed through the profit and loss account Reversals of impairment losses
on debt mstruments classified as available for sale are reversed through the profit and loss account, if the
increase mn the fair value of the instruments can be objecuvely related to an event occurning afier the
impairment losses were recogmised m the profit and loss account

For assets carmed at cost, if there 1s objective evidence that an impairment loss on an unquoted eguity
investment that 1s not carned at fair value because its fair value cannot be reliably measured, the amount of
the loss 15 measured as the difference between the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the current market rate of return of a similar asset

Derecognition of financial assets
A financial asset or, when apphcable a part of a financial asset 15 derecognised when

o The nights to the cash flows from the asset have expired, or

e The group retains the night to receive cash flows from the asset or has assumed an obligation to pay the
recerved cash flows in full without matenal delay to a third party under a ‘pass through’ arrangement and
either (a) the group has transferred substantially all the risks and rewards of the asset, or (b) the group has
neither transferred nor retained substanuaily all the nisks and rewards of the asset, but has transferred control
of the asset

When the group has transferred 1ts night to receive cash flows from an asset or has entered 1nto a pass-through
arrangement, and has neither transferred nor retained substanually all the nisks and rewards nor transterred
control of the asset, the asset 1s recogmsed to the extent of the group’s continuing mvolvement 1n the assct
Conunumg nvolvement that takes the form of a guaraniee over the transferred asset 15 measured at the lower
of the onginal carrying amount of the asset and the maximum amount of consideration that the group could be
required to repay In that case, the group also recognises an assoctated habihty

Offsetting of finanaial instruments
Financial assets and financial habilites are offset and the net amount 1s reported n the statement of financial
posiuon if, and only 1f

e There 1s a currently enforceable legal rnght to offset the recognised amounts, and
e There 15 an ntention to setile on a net basss, 1o reahise the assets and settle the liabilines simultaneously




B D COOKE INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2035

ACCOUNTING POLICIES - continued

Impairment of financial assets

For financial assets not held at fair value through profit or loss the company assesses at each reporting date
whether the financial asset or group of financial assets 1s impaired The Group first assesses whether objective
evidence of impairment exists for financial assets 1f it 1s determined that no objective evidence of impairment
exists for an individually assessed financial asset, the asset 1s included in a group of financial assets with
similar credit risk charactenstics and that group of financial assets 1s collectively assessed for impairment

If an available for sale financial asset 1s impaired, an amount comprising the difference between 1ts cost {net of
any principal repayment and amortisation) and 1ts current fair value, less any impairment loss previously
recogmsed 1n the profit and loss account. 15 transferred from other comprehensive income m equity to the
profit and loss account Impairment losses recogmsed 1n the profii and loss account n respect of an equity
instrument are not subsequently reversed through the profit and loss account Reversals of impairment losses
on debt instruments classified as available for sale are reversed through the profit and loss account, 1if the
ncrease m the fair value of the instruments can be objectively related to an event occurmng after the
impairment losses were recogmsed m the profit and loss account

For assets carried at cost, 1f there 15 objectuive evidence that an impairment loss on an unguoted equity
investment that 1s not carned at fair value. because s far value cannot be reliably measured, the amount of
the loss 1s measured as the difference between the asset’s carrying amount and the present value of the
estirnated future cash flows discounted at the current market rate of return of a simular asset

Derecognition of financial assets
A financial asset or, when applicable a part of a financial asset 15 derecogmised when

 The rights to the cash flows from the asset have expired, or

e The group retains the night to receive cash flows from the asset or has assumed an obligation to pay the
recerved cash flows in full without matenal delay to a third party under a ‘pass through’ arrangement and
either (a) the group has transferred substantially all the nisks and rewards of the asset, or (b) the group has
neither transferred nor retained substanually all the nisks and rewards of the asset, but has transferred control

of the asset

When the group has transferred 1ts right to receive cash flows from an asset or has entered into a pass-through
arrangement, and has neither transferred nor retained substantially all the nsks and rewards nor transterred
control of the asset, the asset ts recognised to the extent of the group’s continung involvement 1n the asset
Conunuing mvolvement that takes the form of a guaraniee over the transferred asset 1s measured at the lower
of the original carrying amount of the asset and the maximum amount of consideration that the group could be
required to repay In that case, the group also recognises an associated hability.

Offsetting of financial instruments
Financial assets and financial labilities are offset and the net amount 1s reporied i the statement of ftnancial
positon 1f, and only if

e There 15 a currently enforceable legal nght to offset the recogmsed amounts, and
e There 1s an mtention to settle on a net basis, 10 realise the assets and setile the habihues simultaneously




B D COOKE INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2015

1 ACCOUNTING POLICIES - continued
Taxation
Current tax
Current tax habilines are measured at the amount expected to be recovered from or paid to the taxaton
authonties The tax rates and tax laws used to compute the amount are those that are enacted or substantively
enacted by the reporting date.
Current income tax relating to items recogmised directly mn eqiuty 1s recogmsed 1 equity and not in the profit
and loss account

Deferred tax
Deferred tax 1s recogmsed n respect of all uming differences, which are differences between taxable profits

and total comprehensive income that anse from the inclusion of income and expenses 1n tax assessments in
periods different from those in which they are recognised in the financial statements, excepl that

e where there are differences between amounts that can be deducted for tax for assets (other than goodwill)
and Liabilities cornpared with the amounts that are recognised for those assets and habilities in a business
combination a deferred tax hability/(asset) shall be recognised The amount attributed 1o goodwill 1s adjusted
by the amount of the deferred tax recogmsed. and

e unrelieved tax losses and other deferred tax assets are recognised only to the extent that the directors
consider that 1t probable that they will be recovered agamnst the reversal of deferred tax liabiliies or other

future taxabie profits
Deferred tax 15 measured on an undiscounted basis at the tax rates that are expecied 10 apply 1n the peniods

which timing differences reverse, based on tax rates and laws enacted or substantively enacted at the balance
sheet date

Drwvidends

Dividends on ordinary shares are recogmsed as a habihity and deducted from equity when they are approved by
the shareholders Interim dividends are deducted from equity when they are paid

Negative Goodwill

Negative goodwill anising on consolidation has been capitalised and 1s amortised through the Income
Statement over a period of 20 years, estimated by the Directors to be the period over which the claims
outstandmg will be settled

- -5 . S




B D COOKE INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

for the year ended 31 December 2015

3

CLAIMS INCURRED NET OF REINSURANCE

2015

Claims pad

Claims handling expenses paid

Outstanding claims carnied forward {note 16)
Qutstanding claims brought forward
Exchange

Revalued Outstanding claims brought forward
Decrease

Clatms incurred

2014

Claims paid

Clauns handling expenses paid

Qutstanding claims carried forward
Qutstanding claims brought forward
Exchange

Revalued Qutstanding claims brought forward

Decrease

Claims ncurred

Gross Reinsurance Net
£000 £000 £'000
10,058 4,086 5,972
2,232 - 2.232
12,2590 4,086 8,204
120,232 36,095 84,137
129,534 42 098 87,436
6,758 2,592 4,166
136,292 44,690 91,602
(16,060) (8,595) (7,465)
(3,770) (4,509) 739
12,835 4,755 8,080
2,038 2,038
14,873 4,755 10,118
129,534 42,098 87,436
136,274 45,067 91,207
7,398 2,720 4,678
143,672 47,787 95,885
(14,138) (5,689) (8,449)
735 {934) 1,669

Included in Claims paid - Rensurance 1s cash received from reinsurers with whom the Group has commuted

s protections

-7 -



B D COOKE INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2015

4

PROFIT/LOSS) ON ORDINARY ACTIVITIES BEFORE TAXATION

2015 2014
£000 £'000
Thas 1s stated after charging/(crediing)
Depreciation 4 6
Auditor's remuneration, including expenses 116 115
Investment expenses and charges 150 148
Rental income from land and buildings (93) (93)
Operating lease 3 - 5 years 151 113
TAXATION
(a) Tax on profit on ordinary activities
2015 2014
£'000 £'000
Current taxation
UK corporation tax - 75
Adjustments 1n respect of prior years (14) -
Tax on profit(loss) on ordinary acuvities (14) 75
{b) Factors affecting the current tax charge
Profit/{Loss) on ordinary activities before taxation (383) 4,544
Profit on ordinary activities before taxation at standard rate of corporation tax tn
the UK of 20 25% (2014 20 5%) - 957
Offset agamnst losses brought forward for which no deferred tax 1s provided - (882)
Adjustments in respect of prior years (14) -
Total tax charge for the year (14) 75

Finance Act 2013 legislation was enacted to further reduce the UK corporation tax rate The new tax rates are

21% for income earned from 1 Apnl 2014 and 20% from | April 2015 As a result the current year

corporation tax has been calculated at 20 25% (blended rate for the year ended 31 December 2015) New
legislation was passed on 18 November 2015 to further reduce the UK corporation tax rate to 19% form 1

{¢) Deferred tax

There are gross lax losses available m excess of £30m 1o offset apainst taxable profiis in future periods No
deferred tax asset has been recognised in respect of these losses due to uncertainty over the quantum, source

and tming of any future taxable profiis

-28 - _




B D COOKE INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2015

6 STAFF COSTS

Wages and salanes
Pension contnbutions
Soacial security costs

2015 2014
£000 £000
1,227 1,188
226 200
545 131
1,998 1,519

Staff costs include the remuneration paid to Executive Directors of the Group (see note 7)

The average weekly number of employees, including Executive Directors, during the year was comprised as

follows

Management
Admimstration

7 DIRECTORS' EMOLUMENTS

Emoluments

Highest paid Director
Aggregate Emoluments

8 AUDITORS' REMUNERATION

Audu of financial statements of parent company and the group

QOther fees to auditors
Audit of subsidiary companies

Other services pursuant to legislation, including the audit of the regulatory retwn

Other services relating to taxation

2015 2014
Number Number
1 1

16 17

17 i8

2015 2014
£000 £000
389 309
2015 2014

£ £
290,379 218,147
2015 2014
£'000 £'600
13 10

77 75

26 30

116 115




B D COOKE INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2015

9

10

INVESTMENT RETURN

Income from other financial investments and cash at bank

Reahsed gains
Total mvestment income
Unreahsed gains on investments

Investment expenses and charges

All investment income 1s recerved from financial mvestments held at fair value

LAND AND BUILDINGS

Fair value
At | January 2015
Surplus on revaluation

At 31 December 2015
Depreciation zrd impairment
At 1 January 2015

Provided dunng the year

At 31 December 2015

Carrying value
At 31 December 2015

At 1 January 2015

The histoncai cost of the properties held at fair value 1s £2,324,000 (2014 £2,324.000)
No land and buildings have a restricted title or are pledged for habilhiues

The properties were valued by and independent valuer with a recognised and relevant professional

2015 2014
£000 £'000
2.287 2,558
596 919
2.883 3477
{2,515) 2,763
(130) (148)
238 6,092
Mixed Use

Property

£000

1,535

145

1,680

1,680

1,535

quahfication and with recent experience in the location and category of the investment property being valued,

King Sturge as at 31 December 2015, on the basis of far value 1 accordance with the Appraisal and

Valuation Manual of The Royal Insutution of Chartered Surveyors The cnucal assumption made relating to

the valuation was a yield of 8%
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2015

11 FINANCIAL INVESTMENTS
Carrying Purchase

Value Price Listed
2015 £000 £000 £000
Shares and other varniable yield securities and units in unit trusts
- Designated at fair value through profit or Joss 18,076 16,350 18,076
Debt securities and other fixed income secunities
- Designated at fair value through profit or loss 53,122 53,744 53,122
Deposits with credit institutions 14,230 14,230 14,230
85,428 84,324 85,428
Camrying Purchase
Value Price Listed
2014 £000 £000 £000
Shares and other vanable vield securities and umis 1 umt trusts
- Designated at fair value through profit or loss 19,496 16,790 19,496
Debt secunities and other fixed income securities
- Designated at fair value through profit or loss 41,920 41,037 36,999
Deposits with credit institutions 28,370 28,370 28,370
89,786 86,197 84,865

There was no matenal change m fair value for financial instruments held at fair value attributable to own
credit sk m the current or comparative period
They have been no day 1 profits recogmsed 1n respect of financial mstruments designated at fair value through

profit or loss
£11m (2014 £13m) of US Government Bonds are held by a bank as collateral for letter of credit facilities

which the Group has with the bank

The following table shows financial investments recorded at fair value analysed between the three levels in the
fair value lmerarchy

Level 1 Level 2 Level 3 Total
£'000 £'000 £000 £'000
2015
Shares and other vanable yield securities and units 1n 18,076 - - 18.076
unit trusts
Debt securities and other fixed income securities 53,122 - - 53,122
71,198 - - 71,198
2014
Shares and other vanable yield secunities and units in 16,4956 - - 19,496
uni trusts
Debt securihies and other fixed income secunties 41,920 - - 41,920
61416 - - 61416

Included in the level 1 category are financial assets that are measured by reference to published quotes 1n an
active market A financial mstrument 1s regarded as quoted in an achve market 1f quoted prices are readily and
regularly available from an exchange, dealer broker industry group, pricing service o1 regulatory agency and
those prices represent actual and regularly occurning market transactions on an arm's length basis
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2015

12

13

INTANGIBLE ASSETS
Intangible assets represent negative goodwill ansing on the acquisiion of The Domimon Insurance Company

Limrted There was no goodwill ansing on the acqguisition of the Trent Insurance Company Limited

2015 2014

£000 £000
Balance as at 31 December 2014 (806) (922)
Amortisation 116 116
Balance as at 31 December 2015 (690) (806)

Negative goodwill 1s being wnitten off 1n equal instalments over the esumated economic hife of 20 years

TANGIBLE ASSETS

Computer Office Furmture
Equipment Equipment  and Fixtures Total
£000 £000 £000 £'000

Cost
At 1 January 2015 30 23 72 125
Additions - - - -
Disposals - - - -
At 31 December 2015 30 23 72 125
Depreciation
At | January 2015 24 23 72 119
Charge for the year 4 - - 4
On disposals - - - -
At 31 December 2015 28 23 72 123
Carrying value
At 3} December 2015 2 - - 2
At 31 December 2014 6 - - 6
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended 3] December 2015

14 SUBSIDIARY UNDERTAKINGS

The principal subsidiary undertakings at 31 December 2015 are set out below

Group Services - Landel Insurance Holdings Limied

Insurance companies - The Domimon Insurance Company Limited {Registered in Scotland
Trent Insurance Company Lamited (indirectly held)

Insurance underwnting and B D Cooke & Partners Limnited
management compantes - CF & A U Limted
Underwniting Management Agency Limited
B D Cooke Solutions Limited

All the above are wholly owned with the exception of The Domimon Insurance Company Limited and Trent
Insurance Company Limited which are both 19 8% owned by other parties The companies are all registered 1n
England except as otherwise noted Each company has 1ssued shares of one class only

The parent company has given a statutory guarantee of all outstanding habilities to who subsidiary companies
B D Cooke & Partners Limited and Underwriting Management Agency Limited are subject to at the end of
the financial year

The subsidiary companies B D Cooke & Partners Limited and Underwnuing Management Agency Limited
have made use of the audit exemption for subsidiary companies provided in The Compames and Limited
Liability Partnerships (Account and Audit Exemptions and Change of Accounting Framework) Regulations
2012 and section 479a of the Companies Act 2006 Landel Insurance Holdings Limited, CF & A U Limited
and B I Cooke Solutions Limited are all dormant compantes

‘The mmonty nterest 1n the statement of financial position 1s represented as follows

2015 2014
£'000 £000
Minonty interest holdings at start of the year 2,610 1,751
Minonity interest share of profit or loss for the year plus prior year (96) 859
Minonty interest holdings at year-end 2,514 2,610
15 AUTHORISED AND ALLOTTED SHARE CAPITAL
2015 2014
£000 £000
Authorised
2 ordinary shares of £1] 2 2

Allotted called up and fully paid
2 ordinary shares of £1 2 2
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2015

16 CLAIMS OUTSTANDING

Gross  Remnsurance Net
£000 £000 £000
2015
Provision before discounting 135,282 44 525 90,757
Discounting adjustment (27,975) (8,430) {19,545)
107,507 36,095 71,212
Claims handling expenses (note 20) 12,925 - 12,925
120.232 36.095 84,137
2014
Provision before discounting 142,783 50,900 91,883
Discounting adjustment 27,117 (8,802) (18,315)
115,666 42,098 73,568
Claims handling expenses (note 20) 13,868 - 13,868
129,534 42,098 87,436

Included 1n the provisions above for gross claims outstanding and net claims outstanding after discounung but
before claims handling expenses are the following n respect of potential claims ansing from environmental
polluiton and asbestos related claims

2015 2014

tm $m

Gross Claims 144 152

Net Claims 90 88
£ equivalent of US$ amounts above

Gross Claims 98 94

Net Claims 61 53

There 15 considerable uncertainty as to the amounts at which these claims will be ulumately settled and the
amounts which may be recoverable from reinsurers becanse of the long-tail nature of the claims and the
absence of clanty in the legal position

The provisions for outstanding claims relating to "long-tat]” North Amencan hability business including
provisions for 1recoverable reinsurance on unpaid Liabilittes have been discounted at 3 50% (2014 3 50%)

The discounting adjustment 15 based upon net provisions before discounting of US$127m (2014 USS 134m)
with the amount of net apphcable discount of US$29m (2014 USS 29m) The assumed claims settiement
pattern on which the discount 1s caiculated 1s based upon prudent projections of past settlement patterns and
other hrown factors considered relevant by the Directors The average settlement peniod 1s i excess of 5
years

The investment return on the assets supporting the habihties being discounted was £238,000 (2014
£6.092 000)

Addiheonally included in the techmical provisions are provisions for irrecoverable reinsurance on unpaid
hathiies
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NOTES TO THE FINANCIAL STATEMENTS
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17 CREDITORS
All creditors are payable within the next financial year

18 SEGMENTAL INFORMATION
Both the nsurance subsidiary undertakmgs have ceased underwnting and their business has been
discontinued since at Jeast 1994 In the opimon of the Directors the Company 1s only involved in one activity.
the settlement and admimstration of claims and, accordingly, no Segmental Analysis has been prepared

19 PENSION COMMITMENTS
Defined Contribution Scheme
Defined contnbution expenses of £226k (2014 £200k), of which £mil was outstanding at the year end, have

been charged 1n the Profit and Loss account

20  RUN-OFF PROVISION

The Directors reassess the adequacy of the run-off provision annually In arriving at the net cost, 1t has been
necessary to make assumptions as to the length of the run-off penod, the retum on investments and the
quantum of future expenses mcurred The ultiimate cost of the run-off 1s dependent on future events and could
be matenally different from the amount provided

The run-off provision comprises

2015 2014
£000 £000
Expenses 14,826 17,315
Income (1,90 (3,447)
Provision 12,925 13,868
The run-off proviston 1s included 1n the balance sheet
Claims outstanding (note 16) 12,925 13 868




B b COOKE INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2015

21

RISK MANAGEMENT

(a) Governance
The primary objective of the Group's rnisk and financial management framework 1s to protect the Group’s
policyhelders from events that hinder the payment of valid claims when they fall due

With a small number of staff, the Directors are heavily involved in the running of the business

(b) Capital management ob)ectives, policies and approach
The Group ceased 1ssuing policies i December 1994 and entered into solvent run-off

The Group’s approach to managmg capital mvolves managmng assets, Labihines and nsks in a coordmated way with
investments held with a maturity prefile which maiches the estimated claims settlement pattern by currency in order
to rmnumise exchange and remnvestment nisk  The Group discounts its claims habilities relanng to “long-tall” North
American hability business, including the run-off proviston Future mvestment income 15 expected to at least equal

the discount provided
The Group 15 subject to capital requirements imposed by the Prudential Regulation Authonty (PRA) Throughout the

year the Group has been Compantes Act compliant but not met Solvency 1, which 1s used to calculate the Group’s
capital requirement, due to the inadmissiniity of discounting of claims

At 31 December 2015 the Group had a regulatory deficit of approximately £12m (2014 £11m)

On January 1, 2016 Solvency 11 Regulauons came mito force and the Group confirmed that 1t did not meet the
Mimumum Capital Requirement (MCR) under that regime

The Group has provided a plan to the PRA setting out how 1t intends to meet MCR by 2019 This will be achieved
by a combmation of the continued naturai reduction i Technical Reserves together with the forecast of modest
annual profits

{<) Insurance risk

The principal nisk the Group faces under msurance contracts 1s that actual clauns payments or the imng thereof
differ from expectation This 15 influenced by frequency of claims, severity of claims, actual benefits paid and
subsequent development of claims

There are considerable uncertamties m the provision for claims outstanding  This 1s n part due to the long term
nature of the claims and in part the vaganes of the American legal system The Group constantly assesses the
exposures and wherever possible seeks to make favourable settlements

The Group purchased remsurance as part of its risks mitigauion programme Reinsurance ceded was placed on both a
proporuional and non-proportional basis The majenty of proportional rewnsurance was quota-share reinsurance
which was taken out to reduce the overall exposure to certain classes of business Non-proporttonal remsurance 1s
primanly excess—of—less remsurance designed to mugate the Group’s net exposuie to catastrophe losses Retention
limus for the excess—of-loss remsurance vary by product hine and temitory
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RISK MANAGEMENT - continued

Amounts recoverable from remsurers are estimated 1n a manner consistent with the outstanding claims provision and
are n accordance with the remsurance contracts Although the Group has remnsurance arrangements, 1t 15 not rehieved
of 1ts direct obligations to its policyholders and thus a credit exposure exists with respect to ceded insurance, to the
extent that any remnsurer 15 unable to meet 1ts obhgations assumed under such remsurance agreements The Group’s
placement of rensurance was diversified such that 1t »s neither dependent on a single remsurer nor are the operations
substantially dependent upon any single remsurance contract

The Group's remaining habihties principally relate general hability policies issued to US corporations

The most significant remaining nisks anse from claims caused by latent diseases which by therr nature take many
years to manifest themselves There 1s also a significant risk to environmental pollution claims These are long tal
claims that take some years 10 settle, there 1s also limigation risk

The table below confirms that all remamnmg claim hiabilities relate to General Liabihity contracts

2015 2014
Gross  Reinsurance Net Gross  Remsurance Net
habthties of habihties  liabthnes  lLiabihties  of Liabilhites habiities
£000 £000 £000 £000 £000 £000
General Liabihity 120,232 36,095 84,137 129,534 42 098 87,436
Total 120,232 36,095 84,137 129,534 42 098 87,436

The geographical concentration of the outstanding claim habihities 15 noted below The disclosure 1s based on the
focation of the claimants

2015 2014
Gross  Remsurance Net Gross  Remsurance Net
lailines  of habihities habilities habiliies  of habilittes ltabihities
£'000 £000 £000 £000 £'000 £'000
United Kingdom 4,113 - 4,113 3,580 - 5,580
USA 115,080 36,095 78,985 122,596 41,918 80,678
EEA 1,039 - 1,039 1,358 - 1,358
Total 120,232 36,095 84,137 129,534 41 918 87,616

Sensitivities

The outstanding claim liabilities represent a best estimate of a range of possible outcomes As disclosed elsewhere
these are long tail claims subject to a significant range of possible outcomes As a guide other possible outcomes
could be 25% less than the best estimate or 70% more and a 1% increase or decrease in the discount rate would lead
to a 5% increase or decrease in net habilities

Claims development table

The Group ceased issuing all new and renewal msurance contracts in 1994 more than 20 years ago An analysis of
clauns development by underwriting year or accident year 1s not therefore meamingful and has not been prepared

Notes 3 and 16 give analysis of claims movements during the year including the effects of exchange
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d) Financial nsk

(1) Credit risk

Credit nisk 15 the risk that one party to a financial instrument will cause a financial loss to the other party by faihing
to chscharge an obhigation

The following policies and procedures are mn place to mitigate the exposure to cred:t risk

e The Group sets the maximum amounts and himts that may be advanced to corporate counterparties by reference to
their long term credit ratings

® As the Group 15 1n claims run-off ne remnsurance policies have been written for more than 20 years

e Remnsurance debtors are subject to regular reviews by the credit commitiee, chaired by the Managing Drrector,
with reviews for credrworthiness and the provision for impawment 1s revised annually as necessary The credit
committee minutes are circulated to the Board of Directors who provide appropriate feedback

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 statement of financial posiion The maximum exposure 15 shown gross, before
the effect of mingation through collateral agreements

Neither

past due

nor
2015 wnpatred  Past due Impaired Total
£000 £000 £000 £000
Other financial investments — debt secunties 53,122 53,122
Deposits with credit institutions 14,230 14,230
Reinsurers’ share of ciaims outstanding 36,095 36,095
Debtors ansing out of direct msurance operations 3 3
Debtors ansing out of remsurance operations 695 - 695
Other debtors 2 2
Cash at bank and 1n hand 12,004 12,004
116,151 - - 116,151

2014

Other financial mvestments — debt securities 41,920 - - 41,920
Deposits with credit instituttons 28,370 - - 28,370
Rewnsurers’ share of claims outstanding 42,098 - - 42098
Debtors ansing out of direct mnsurance operations 6 - - 6
Debtors artsing out of remsurance operaiions 3,431 36 - 3,467
QOther debtors 2 - - 2
Cash at bank and in hand 13,177 - - 13,177
129,004 36 - 129,040
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RISK MANAGEMENT - continued

The table below provides information regarding the credit risk exposure of the Group at 31 December 2015 by
classifying asseis according to Moody’s credit ratings of the counterparties AAA 15 the highest possible rating
Assets that fall outside the range of AAA 1o BBB are classified as speculative grade and have not been rated
Debtors, other than amounts due from rewmnsurers, have been excluded from the table as these are not rated

AAA AA A BBB  Not rated Total
2015 £000 £000 £000 £000 £000 £'000
Other financial investments
— debt securities 14,817 4,725 13,969 16,248 3,363 53,122
Deposits with credit imsutiions - 1,528 12,702 - - 14,230
Reimnsurers share of claims outstanding - 5,038 23,203 - 7,854 36,095
Debtors ansing out of remsurance - - - - 696 696
Cash at bank and 1n hand - 708 11,293 - 3 12,004
14 817 11,999 61,167 16,248 11,916 116,147
2014
Other financial imvestmenis
— debt securities 6,450 4,811 11,249 15,825 3,585 41,920
Deposits with credit institutions - - 28,370 - - 28,370
Rensurers’ share of claims outstanading - 4,474 25,365 - 12,259 42 098
Debtors ansing out of reinsurance - - - - 3,467 3,467
Cash at bank and in hand - 11,112 1,907 - 158 13,177
6.450 20,397 66,891 15,825 19,469 129,032

(2) Liguadity risk

Liquidity nisk 1s the nisk that an insurance comparny will encounter difficulty in meeting obligations associated with
financial instruments

The followng policies and procedures are in place to mitigate the Group’s exposure to hquidity nisk

o Guidelines on asset allocation, portfolio hmt structures and maturity profiles of assets are set, in order to ensure
that sufficient funding 1s available to meet insurance and investment contracts obligations

Maturity profiles

The table below summanses the maturity profile of the Group’s financial habilities based on remaining
undiscounted contractual obligations, including interest payable, and outstandmg claim habihhes based on the
estimated tinmng of claim payments resulung from recogmsed msurance habihities Repayments which are subject 1o
notice are treated as if notice were o be given immediately

Total and

Uptwoa 5-10 Over 10 carryming

year 1-2years 2-3 years years years amount

At 31 December 2015 £'000 £000 £000 £000 £000 £000
Qutsianding clairn habilities 14,527 11,835 30,204 36,262 42,454 135,282
Creditors 3,700 - - - - 3,700

At 31 December 2014

Quistandmg claim habihities 20,138 17,088 25,676 36,508 43,373 142,783
Creditors 7,697 - - - - 7,697
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(3) Market nsk

Market sk 15 the nisk that the far value or future cash flows of a financal instrument will fluctuate because of
changes 1n market prices Market nisk comprises three types of nsk

{a) currency nsk,

{b) 1nterest rate nisk, and

{¢)  equty price nsk

The following policies and procedures are in place to mitigate the exposure to market risk

» The Directors have approved a range of nvestment holdings which they have assessed as being appropnate to
meet the Group's requirements of a prudent habihity driven nvestment policy Comphance with the policy 1s
momtored and exposures and breaches are reported to the Board quarterly The pohcy 1s reviewed regularly for
pertinence and for changes n the nisk environment

e For assets backing outstanding claims provisions, market nisk 1s managed by matchmg the duration and profile of
assets to the technical provisions they are backing Tius helps manage market nisk to the extent that changes mn the
values of assets are matched by a corresponding movement 1n the values of the techmical provisions

(a) Currency sk
Currency nisk is the risk that the fair value or future cash flows of a financial mstrument will fluctvate because of

changes in foreign exchange rates

The Group 15 exposed to currency risk (US Dollar) i respect of certam habilities under policies of msurance mn the
USA The Group seeks to mitigate the nisk by matching the estimated foreign currency denominated habilities with
assets denominated 1n the same currency

The table below summarises the exposure of the financial assets and habihties to foreign currency exchange nisk at
the reporting date, as follows

2015 2014
USD exposure USD exposure

£000 £000

Other financial investments 60,671 53,477
Debtors 35,691 38,650
Cash at bank 10,388 23,650
106,750 115,777

Creditors 105,664 110,467

(b) Interest rate risk
Interest rate risk 15 the risk that the value or future cash flows of a financial instrument will fluctuate because of

changes 1 market interest rates
Floating rate instruments expose the Group to cash flow mterest nisk, whereas fixed rate instruments expose the

Group to far value interest nsk

The Group’s mterest risk policy requires 1t to manage the interest rate rnisk by mamtaming a portfolio of
predominantly fixed rate instruments the profile and matunity of which matches that of the msurance habiliies As
the insurance habiities are fully discounted at a rate reflecting the recent historical returns of the portfolio an
increase or decrease n interest rates 1s unhkely to have a matenial impact on either profit before tax or equity

The Group has no sigmficant concentration of interest rate nisk
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RISK MANAGEMENT - continued

(¢} Equity price risk

Equity price risk 1s the nisk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in marhet prices (other than those ansing from interest rate risk or currency risk), whether those changes are
caused by factors specific to the mndividual financial mstrument or 1ts issuer, or factors affecting all similar financral
instruments traded in the market

The Group’s equity price risk exposure relates to financial assets and financial habilities whose values wili fluctuate
as a result of changes 1in market prices, principally mvestment secunties
The equity price nish policy requires 1t to manage such risks by setting and monitoring objectives and constramts on

ivestments

There is no significant concentration of equity price nsk
The analysis below 15 performed for reasonably possible movements in market indices on financial instruments,
showng the impact on profit before tax due to changes i fair value of financial assets and habihines (whose far

values are recorded m the profit and loss account) and equuty (that reflects adjustments to profit before tax and
changes 1n fair value of available for sale financial assets that are equity mstruments)

31 December 2015 31 December 2014

Impact on Impact on
Change 1n profit Impact on profit Impact on
variables before tax equity*  before tax equity*
Changes in vanables - market indices £000 £000 £'600 £000 £000
FTSE 100/ S&P 500 +10% 1,808 1,808 1,950 1,950
FTSE 100/ S&P 500 -10% (1,308) {1,808) (1,950) (1,950)

*There 1s no difference on the impact on equity as the Group has significant brought forward tax losses

The method used for denving sensiuvity mformation and sigmficant vanable did not change from the previous
penod

CONTINGENT LIABILITIES

£11 mithon (2014 £13 million) of US Government Bonds are held by a bank as collateral for letter of credit
facilities which the Group has with the bank

RELATED PARTIES

Companies treated as related parties of the Group for disclosure purposes under Financial Reporting Standard 8,
together with the nature of the relationship, are histed below

Compames with common Directors
Is1s Consulung Inc
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RELATED PARTY TRANSACTIONS
Details of the emoluments paid to Directors can be found mn note 6

Ms A Duffy and Mr H Sopher, directors of The Dommion Insurance Company Limited, and owners of the entire
share capital of BD Cooke Investments Limited, are also directors of Isis Consuluing Inc Dunng 2015 Isis provided
The Dommon Insurance Company Limiied with consultancy services for fees totalling UJS$786,000 (2014
LJS$755,600), of which USSMNil (2014 USSNil) was outstanding at 31 December 2015

Key management personnel

All directors and certain senior employees who have authonty and responsibihty for planming, directing and
controihing the acuvittes of the Group are considered to be key management personnel Total remuneration 1s respect
of these individuals 15 £446,000 (2014 - £352,000)

NOTES TO THE STATEMENT OF CASH FLOWS
Cash and cash equivalents compnse the following

2015 2014
£'000 £000
Cash at bank and 1n hand 12,004 13,177
Shoit-term deposits with credit mstitutions 4,105 13,141
16,109 26,318
OBLIGATIONS UNDER LEASES AND HIRE PURCHASE CONTRACTS

Future mymmum rentals payable under non-cancellable operating leases are as follows
2015 2014
£000 £000
Not later than one year 66 47
Later than one year and not later than five years 214 264
Later than five years - 16
280 327

Operating lease agreements where the Group is lessor

The Group owns one building which 1s a mixed use property, as disclosed in Note 10, part of which 15 let to third
parties These non-cancellable leases have remaming terms of between | and 3 years No contingent rentals have

been recogmised as income

Future mmimum rentals receivable under nen-cancellable operating leases for future periods are as follows:

2015 2014

£000 £000

Not later than one year 85 85
L.ater than one year and not later than five years 44 126
129 214
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The company transitioned to FRS 102 and FRS 103 from previously extant UK GAAP as at 1 Japuary 2014

The impact from the transiuon to FRS 102 and FRS 103 15 as follows

Reconcihtation of equity shareholder funds at 1 January 2014 £'000
Equity Shareholders funds at 1 Japuary 2014 under previous UK GAAP 6,220
Hohday pay accrual (12)
Equity Shareholders funds at 1 January 2014 under FRS 102 and FRS 103 6,208
Reconcihiation of equity shareholder funds at 31 December 2014 £000
Equity Shareholders funds at 31 December 2014 under previous UK GAAP 9,831
Holiday pay accrual (7N
Equity Shareholders funds at 31 December 2614 under FRS 102 and FRS 103 9,814

The following were changes in accounting policies ansing from the transiion 1o FRS 102 and FRS 103

Hohday pay accrual

Under previous UK GAAP, the Group accrued for hohiday pay where this was expected 1o be pad as a cash sum
where the employee was enutled to carry forward holidays earned indefinitely

However, the Group did not accrue for hohday pay that was eamed but the hohday entitlement was expected to be
taken 1 the subsequent financial year Under FRS 102, the Group 1s required to accrue for all shori-term
compensated absences as hohday entitlement earned but not taken at the date of the staiement of financial posiuon
The impact 15 to account for holiday pay accruals of £12,132 and £16,665 at 1 January 2014 and 31 December 2014
respectively

Reconcihation of profit and loss for the year ended 31 December 2014

£'000
Profit for the year ended 31 December 2014 under previous UK GAAP 3,531
Revaluation of Foreign Currency using Average Rate 303
Foreign currency exchange moved to Income Statement (223)
Increase 1 holiday pay accrual (5)
Restatement of Minority Interest 4
Profit for the year ended 31 December 2014 under FRS 102 and FRS 103 3,610

The following were changes in accounting policies arising from the transiion to FRS 102 and FRS 103

Holiday pay accrual

As a result of the requirement to accrue holiday that was earned but not taken at the date of the statement of
financial position, there 15 a charge of £5,000 10 the imcome statement for the year ended 31 December 2014,
recogmsing the increase 1n the hohiday pay accrual over the year
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