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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 2016,

Principal Activities

The main subsidiary undertaking, The Dominion Insurance Company Limited, ceased to trade in December
1994 and entered into solvent run-off. Since that time the Company’s main activity has been the settlement
and administration of claims and the collection of reinsurance. The majority of the liabilities outstanding
relate 1o “long-tail” North American liability business including Environmental Pollution and Asbestos related

claims.

Key Performance Indicators

2016 2015 Change

£000 £000 %
Balance on technical account — general business 6,194 (383) -1717%
Profit for the financial year 5,040 273) -1946%
Capital and reserves 14,585 9,545 53%
investment Income 5,105 238 2045%
Gross Paid Claims 12,988 12,290 6%
(Gross Reserves 140,412 135,282 484
Asbestos and Pollution Related Gross Reserves (Undiscounted) 128,693 123,263 4%
Reinsurance Reserves 44,324 44,525 0%
Discount Provided 21,732 19,545 11%

There is a profit in the current financial year compared to a loss in 2G15. This is partly due to the investment
performance improving significantly in 2016 following a difftcult market in 2015,

The insurance business recorded a small profit of £1.0m compared to a loss of £0.7m in 2015. The saving in
2016 was the result of a mixture of savings on claims settlements made, offset by increases in reserves in

existing claims.
The Groups' information systems provide the ability to analyse claims. The Group continues to seek ways to

ensure that its processes and administration are performed more efficiently and this has resulted in a relatively
stable level of operating expenses over the last few years.
The capital and reserves of the Group at 31 December 2016 are £14.6m (2015: £9.5m)

Prinecipal risks apd uncertainties
The principal risks and uwncertainties facing the Group are broadly grouped as: insurance, regulatory and

financial instrument risk.
The risk management objectives and policies are driven by the need to protect the Groups regulatory capital
position, to meet obligations to policyholders when they fall due and to have the financial strength to run-off in

an orderly fashion.

Insurance risk
The principal risk the Group faces under insurance risk is that actual claims payments or the timing thereof

differ from expectation. This is influenced by [requency of claims, seventy of claims, actual benefits paid and
subsequent development of claims.

There are considerable uncertainties in the provision for claims outstanding. This is in part due to the long
term nature of the claims and in part the vagaries of the American legal system. The Group constantly assesses
the exposures and wherever possible seeks to make favourable settlements.

L



B D COOKE INVESTMENTS LIMITED

STRATEGIC REPORT (continued)

Principal risks and uncertainties (continued)

Insurance risk (continued)

Reinsurance recoveries are reviewed on a regular basis and where it is commercially viable to do so
commutations are agreed with reinsurers. Such commutations convert long term reinsurance recoveries into
present day cash and investments. The Group discounts its claims labilities relating to “long-tail” North
American liability business, including the run-off provision. Future investment income is expected to at least

equal the discount provided.

Regulatory risk
The Group is subject to regulation by the Prudential Regulation Authority (“PRA™). The PRA rules stipulaie

that sufficient margins of regulatory selvency be maintained and that customers are treated fairly. The Group
did not meet the capital requirements under Solvency Il at any time during the year to 31/12/2016. The Group
has submitted a plan to the regulators setting how it intends to meet capital requirements in the future.

Financial instrument risk

The Group has established a risk and financial management framework, the primary objective of which is the
protection of the Group from potential events that may hinder its 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’ entitlements. The risk is mitigated by investments held with a maturity profile
which maiches the estimated claims settlement pattern by currency in order to minimise exchange and
reinvestment risk.

= Interest rate risk: Movements in interest rates will impact the value of future guarantees and the value of
fixed interest securities relative to the value of the related labilities. This risk is managed by an effective asset
liability management strategy.

. Cash flow risk: Cash flow nisk is the risk of exposure to variability in cash flows that is attributable to a
particular risk associated with a recognised asset or liability such as future interest payments on a variable debt
rate. The Group manages this rnisk by holding cash and investments with a maturity profile which maiches the
estimated claims setilement pattemn by currency.

. Liguidity risk: Liquidity risk is the risk that an insurance company will encounter difficulties in meeting
obligations associated with financial liabilities. The Group aims to mitigate liquidity risk by monitoring cash
generation from its operations. In addition, illiquidity in market trading may bring about an inability to close
out a particular position resulting in less liquid assets to meet obligations. This is mitigated by investing
primarily in listed investments.

. Credit nsk: Credin risk is the risk that one party to a financial instrument will cause a financial loss to
the other party by failing to discharge an obligation. Group policies are aimed at minimising such losses
through careful selection and monitoring of third parties. The main credit sk the Group faces is from the
inability of reinsurers to meet the obligations assumed under reinsurance arrangements. This is mitigated by
placing reinsurance with reputable reinsurers and monitoring limits and receivables at regular intervals.

These risks are covered in substantial detail in note 21 to the financial statements.

By Order of the Board

S Janes
Director
11 May 2017



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 2016.

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 1 share in the Company representing in total 100% of the issued share
capital.

RESULTS AND DiVIDENDS
The profit for the year after taxation amounted to £5,040.000 (2015: £273,000 loss).
The Directors do noi recommend the payment of a dividend.

FINANCIAL INSTRUMENTS
Details 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 political purposes during the year.

STAFF AND PENSION SCHEME
The retention of key employees has been achieved through flexible working conditions. The average length of

service is in excess of 24 years and staff tumover is negligible.

The Group operates a defined contribution scheme.

ENVIRONMENTAL IMPACT
The Group considers that its impact on the environment is minimal.

GOING CONCERN
The Groups' business activities, together with the factors likely 1o affect its future development, its financial

position, financtial risk management objectives, details of its financial instruments, and its exposures to price,
credit, liquidity and cash fiow risk are described in the Strategic Report.

As described in Note 1.2, there exists material uncertainty which may cast significant doubt upon the Group's
ability to continue as a going conicern. This uncertainty derives principally from the long term nature of the
Group's insurance liabilities and not from short-term cash flow issues. The Group has considerable financial
resources. The Group's investment strategy is to invest tunds so as to match the projected settlement dates of
its claims liabilities. In addition, the Group has significant reinsurance assets. The Directors therefore have a
reasonable expectation that the Group has adequate resources to continue in operational existence for the
foreseeable future. Thus they continue to adopt the going concemn basis of accounting in preparing the annual
financial statements.



B D COOKE INVESTMENTS LIMITED

DIRECTORS' REPORT (continued)

FUTURE DEVELOPMENTS
The Groups’ long term objective is to ensure that it will continue to be able to pay all current and future valid

claims as and when they fall due. The Group will continue (0 carry owt it's existing strategies of closely
monitoring claims developments and minimising relevant risks as outlined above. There are no known changes
1o the American legal sysitem 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
On February 27, 2017, the UK Ministry of Justice announced a cut in the Ogden Discount Rate {*ODR™) from

2.5% to -0.75%. The ODR is the discount rate applied to lump-sum personal injury payments to claimants and
is expected to increase lump sum awards for bodily injury claims calculated with reference to Ogden table
rates relative to Periodic Payment Orders (“PPOs”). The Company has very limited exposure to this event
within Employer’s Liability and as a result considers this to be an immaterial impact.

STATEMENT OF DISCLOSURE OF INFORMATION TO THE AUDITORS

So far as each person who was a director at the date of approving this report is aware, there is no relevant andit
information, being information needed by the auditor in connection with preparing its report, of which the
auditor is unaware. Having made enquiries of fellow directors and the auditor, each director has taken all the
steps that he/she is obliged to take as a director in order to make himseif/herse!f aware of any relevant audit

information and to establish that the auditor is aware of that information.

RE-APPOINTMENT OF AUDITORS
Ernst & Young LLP are deemed to be reappointed as the Company’s Auditors for the coming financial year in

accordance with Section 487 (2) of the Companies Act 2006.
By Ordey of the Board

S Janes
Dhrector
11 May 2017



B D COOKE INVESTMENTS LIMITED

DIRECTORS’ RESPONSIBILITIES STATEMENT

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

Company law requires the Directors to prepare financial staternents for each financial year. Under that
law the Directors have elected to prepare the financial statements in accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law).
Under company law the Directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the Cempany and of the Group and of the profit or

loss of the Group for that period.

In preparing these financial statements, the Directors are required to:

e sclect 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 material
departures disclosed and explained in the financial statemenis; 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 Group and enable them to ensure that the financial statements comply with the
Companies Act 2006. They are also responsible for safeguarding the assets of the Group and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.



B D COOKE INVESTMENTS LIMITED

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

We have audited the financial statements of B D Cooke Investments Limited for the year ended 31
December 2016 which comprise the Consolidated Income Statement, the Consolidated Statement of
Comprehensive Income, the Consolidated Statement of Changes in Equity, the Consolidated
Statement of Financial Position, the Company Statement of Financial Position, the Statement of Cash
Flow and the related notes 1 to 26. 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 102 "The Financial Reporting standard applicable in
the UK and Republic of Ireland” and FRS 103 "Insurance Contracts”,

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 to state to them in an auditor's report and for no
other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the company and the company's members as a body, for our audit work, for this
report, or for the opinions we have formed.

Respective responsibilities of directors and auditors

As explained more fully in the Directors’ Responsibilities Statement set out 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, Our responsibility is to audit the financial statements in accordance with applicable
law and International Standards on Auditing (UK and Ircland). 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 involves obtaining evidence about the amounts and disclosures in the financial statements
sufficient to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or error. This includes an assessment of: whether the
accounting policies are appropriate to the Groups' and the Parent Company's circumstances and have
been consistently applied and adequately disclosed; the reasonableness of significant accounting
estimates made by the directors; and the overall presentation of the financial statements. In addition,
we read all the financial and non-financial information in the Annual Report & Financial Statements
to identify material inconsistencies with the audited financial statements. If we become aware of any
apparent material misstatements or inconsistencies we consider the implications for our report.

Opinion 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 Parent Company's affairs as at 3}
December 2016 and of the Group's profit for the year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, including FRS 102 "The Financial Reporting standard applicable in the UK and
Republic of Ireland" and FRS 103 "Insurance Contracts"; and

® have been prepared in accordance with the requirements of the Companies Act 2006.



B D COOKE INVESTMENTS LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF BD COOKE
INVESTMENTS LIMITED {continued)

Emphasis of matier — going concern
In forming our opinion on the financial staternents, which is not modified, we have considered the

adequacy of the disclosure made in note 1.2 to the financial statements conceming the company's
ability to continue as a going concern. The conditions explained in notes 1.3, 16 and 20 indicate the
existence of material uncertainties which may cast significant doubt about the company’s ability to
continue as a going concern. The financial statemenis do not include the adjustments that would result

if the company was unable to continve as a going concern.

Opinion on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:
» 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.
& the Strategic Report and The Directors' Report have been prepared in accordance with applicable
legal requirements.
Matters on which we are required {o report by exception

In light of the knowledge and understanding of the Company and its environment obtained in the
course of the audit, we have identified no matertal misstatements in the Strategic Report or Directors'

Report.
We have nothing to report in respect of the following matters where the Companies Act 2006 requires

us to report to you if, in our opintion:
» adequate accounting records have not been kepi, 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 aceounting records and returns; or

certain disclosures of directors’ remuneraticn specified by law are not made; or
& we have not received all the informaticn and explanations we require for our audit.

Lg//ﬁ)ég Lof

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

London

I ﬂﬂ‘j 207



B D COOKE INVESTMENTS LIMITED

CONSOLIDATED INCOME STATEMENT
for the year ended 31 December 2016

TECHNICAL ACCOUNT - GENERAL BUSINESS

Gross premiums written
Outward reinsurance premiums

Earned premiums, net of reinsurance

Investment income

Unrealised gain / (loss) on investments
Change in market value of property
Investment expenses and charges
Negative goedwill written back

TOTAL TECHNICAL INCOME

CLAIMS INCURRED NET OF REINSURANCE

Claims paid - gross amount
- reinsurer's share

- net of reinsurance
Change in claims outstanding - gross amount

- reinsurer’s share
- net of reinsurance

Claims incurred net of reinsurance

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
BETFTORE TAXATION

Tax on profit on ordinary activities

PROFTT / (LOSS) ON ORDINARY ACTIVITIES
AFTER TAXATION

Minority Interests - Equity

PROTIT / (LOSS) FOR THE FINANCIAL YEAR
ATRIBUTABLE TO MEMBERS OF THE PARENT

All of the above is attributable to discontinued operations.

The notes on pages 17 - 42 form part of these financial statements.

Notes

10

12

14

2016 2015
£000 £000
- 2
- 2
3,485 2,883
1,782 (2,660)
. 145
(162) (130)
116 116
5,221 356
12,988 12,290
3,368 4,086
9,620 8,204
(17,977)  (16,060)
(7,384) (8,595}
(10,393) (7,465)
(973) 739
(973) 739
6,194 (383)
6,194 (383)
6,194 (383)
62 14
6,256 (369)
(1,216) 96
5,040 (273)




B D COOKE INVESTMENTS LIMITED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 December 2016

Notes 2016 2015
£000 £'000

Profit / (Loss) for the financial year atiributable to members of
the parent company 5,040 (273)
5,040 (273)

Total Comphrensive Income for the year

The notes on pages 17 - 42 form part of these financial staiements.
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B D COOKE INVESTMENTS LIMITED

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2016

Share Profit and Total
capital loss
account
£000 £000 £000
At 1 January 2016 - 9,545 9,545
Total Comprehensive Income for the year - 5,040 5,040
At 31 December 2016 - 14,585 14,585
At 1 January 2015 - 9,818 9818
Total Comprehensive Income for the year - {273) (273)
At 31 December 2015 - 9,545 9,545




B D COOKE INVESTMENTS LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

as at 31 December 2016
COMPANY NUMBER (4322456

Notes 2016 2015
£000 £000
ASSETS
INTANGIBLE FIXED ASSETS
Negative goodwill 12 (574) (690)
INVESTMENTS
Other financial investments 11 94,885 85,428
94,885 85,428
TECHNICAL PROVISIONS
Claims outstanding - reinsurers share 16 35,348 36,095
DEBTORS
Debtors arising out of direct insurance operations
- intermediaries 8 3
Debtors arising out of reinsurance operations 475 696
Other debtors 113 2
596 701
OTHER ASSETS
Tangible assets 13 - 2
Land and buildings 10 1,680 1,680
Cash at bank and in hand 25 7,462 12,004
9,142 13,686
PREPAYMENTS AND ACCRUED INCOME
Accrued interest and rent 805 648
Other prepayments and accrued income 204 214
1,009 862

TOTAL ASSETS 140,406 136,082




B D COOKE INVESTMENTS LIMITED

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

as at 31 December 2016
COMPANY NUMBER 04322456

EQUITY AND LIABILITIES
SHAREHOLDER'S EQUITY

Called up share capital
Profit and less account

Totai capitat and reserves

MINORITY INTERESTS - EQUITY

TOTAL EQUITY
LIABILITIES

TECHNICAL PROVISIONS
Claims outstanding - gross amount

CREDITORS

Creditors arising out of direct insurance operations
Creditors arising out of reinsurance operations
Corporation Tax

ACCRUALS AND DEFERRED INCOME

TOTAL LIABILITIES

TOTAL EQUITY and LIABILITIES

Notes

15

14

16

17
17

2016 2015
£'000 £000
14,585 9,545
14,585 9545
3,730 2,514
18,315 12,059
121,445 120,232
7 3315

143 138
214 3,453
432 338
122,091 124,023
140,406 136,082

Approved at g meeting of the Board of Directors on 11 May 2017 and signed on its behalf

S. Janes
Director

The notes on pages 17 - 42 form part of these financial statements.



BD COOKE INVESTMENTS LIMITED

COMPANY STATEMENT OF FINANCIAL POSITION

as at 31 December 2016
COMPANY NUMBER 04322456

Notes 2016 2015
£ £

ASSETS
FIXED ASSETS
Invesunents in subsidiary undertakings 2 2
TOTAL ASSETS > 5
EQUITY AND LIABILITIES
SHAREHOLDER'S EQUITY
Called up share capital 15 2 2
Profit and loss account - -
TOTAL EQUITY and LIABILITIES 2 2

Approved at a meeting of the Board of Directors on 11 May 2017 and signed ¢n its behalf

S. Janes

Director Director

The notes on pages 17 - 42 form part of these financiail statements.



B D COOKE INVESTMENTS LIMITED

CONSOLIDATED STATEMENT OF CASHFLOWS
for the year ended 31 December 2016

Notes 2016 2015

£'000 £000
Profit on ordinary activities before tax 6,194 (383)
Depreciation of tangible assets 13 2 4
Movement in general insurance cutstanding claims 1,215 (9,302)
Movement in reinsurers’ share of outstanding claims 747 6,003
Negative goodwill (116) (116)
(145)

Revaluation of land and buildings -
Realised and unrealised investment gains including foreign exchange (15,517} (2.661)

{Increase)/Decrease in debtors (42) 2,701
Increase/(Decrease) in creditors (3,145) (4,307
Corporation Tax relief received 62 14
NET CASH OUTFLOW FROM OPERATING ACTIVITIES {10,602) (8,192)

INVESTING ACTIVITIES

(6,959) (17,497)

Purchases of debt and equity instruments
11,375 14,936

Sales of debt and equity instruments

NET CASH FLOW FROM INVESTING ACTIVITIES 4,416 (2,561

Increase in cash and cash equivalents {6,186) (10,753}

Cash and cash equivalents at 1 January 16,109 26,518
Exchange differences on opening cash (1,758) 544
CASH AND CASH EQUIVALENTS AT 31 DECEMBER 25 8,165 16,109

The notes on pages 17 - 42 form part of these financial statements.
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B D COOKE INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2016

1

1.1

i.2

1.3

ACCOUNTING POLICIES

Statement of compliance
B D Cooke Investments Limited is a limited liability company incorporated in England. The Registered Office

is 2 Knoll Rise, Orpington BR6 ONX. The financial statements cover those of the individual entity and are
prepared as at 31 December 2016 and for the year ended 31 December 2016,

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

The financial statements are prepared under the historical cost convention excepi for land and buildings and
certain financial instruments which are measured at fair value.

Basis of preparation
The group's financial statements for the year ended 31 December 2016 were approved for issue by the Board

of Directors on 11 May 2017.
The financial statements, which consolidate the financial statemnents of the Company and its subsidiary
undertakings, are prepared in sterling which is the presentanion and functional currency of the Group and

rounded to the nearest £°0G0.

The Company has taken the advantage of the exemption under Section 408 of the Companies Act 2006 and is
not presenting a Company Income Statement. The profit dealt with in the financial statements of the parent
company for the year is £Nil (2015: £Nil).

The Directors consider that the going concern basis of accounting is appropriate. However as described in
notes 1.3, 16, and 20, there exists material uncertainty over the ultimate exposure to future claims and related

reinsurance recoveries and run-off expenses which may cast significant doubt wpon the ability of the Group to
continue as a going concern. Should the adjustments to these liabilities and recoveries be substantial, the

going concern basis of preparation might no longer be appropriate. 1f 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 habilities that might arise. These adjustments might be
material.

Basis of Consolidation
The consolidated financial statements include the financial statements of the Company and all of its

subsidiaries made up at 31 December 2016.
The group financial statements consolidate the financial statements of B I Cooke Investments Limited and the
entities in controls (its subsidiary undertakings) drawn up to 31 December each year.

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

Minority interests represent the proportion of profit and loss and net assets in subsidiaries that is not held by
the Group and is presented separately from parent shareholders’ equity in the consalidated balance sheet.



B D COOKE INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2016

1

ACCOUNTING POLICIES - continued

1.4 Judgements and key sources of estimation uncertainty

The preparation of the financial statements requires management to make judgements, estimates and
assumptions that affect the amounts reported 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 estimation means that
acrual outcomes could differ from those estimates. The following are the Group’s key sources of estimation

uncertainty:

Insnrance contract technical provisions

For insurance contracts, estimates have to be made both for the expected uitimate 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). Tt can take a significant period of time before the ultimate claims cost can be established with
certainty and in total, IBNR claims form the majority of the liability in the statement of financial position.

The Group uses a combination of exposure based techniques together with standard actuaries claims
projection techniques such as the chain ladder method to arrive at a best estimate of the ultimate 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 mmformation and current notified
reserves together with policy information including lines and limits underwrtien. This information is used to
drive estimate a range of possible ultimate claims amounts, together with a best estimate. The Group adopts
the best estimate amount as the basis for its technical claims provisions reported in the statement of financial
positions. The resulting lability is discounted for the time value of money.

Revalvation of mixed use property

Mixed use property is measured at fair value, with changes in fair value being recognised in profit or loss. The
Group engaged independent valuation specialists to determine fair value at 31 December 20135, No valuation
has taken place in the current year as the property is revalued every 3 years. The valuer used a valuation
technique based on an open market basis. The determined fair value of the mixed use property is most
sensitive to the estimated yield as well as the long term vacancy rate. The key assumptions used to determine
the fair value of mixed use property are further explained in Note 10.

Taxation

The Group establishes provisions based on reasonable estimates.

Management estimation is required to determine the amount of deferred tax assets that can be recognised,
based upon likely timing and level of future taxable profits. Further details are contained in Note 5.



B D COOKE INVESTMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2016

1 ACCOUNTING POLICIES - continued

1.5 Significant accounting policies
Insurance contracts

Product classification
Insurance contracts are those contracts when the insurer has accepted significant insurance risk from another

party (the policyholder) by agreeing to compensate the policyholder if a specified uncertain future event (the
insured event) adversely affects the policyholders. As a general guideline, the Group determines whether it has
significant insurance risk, 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 insurance contract, it remains an insurance contract for the remainder
of its lifetime, even if the insurance risk reduces significantly during this period, unless all rights and

obligations are extinguished or expire.

Claims
Claims include all claims occurring during the year, whether reporied or not, related internal and external

claims handling costs that are directly related to the processing and settlement of claims, a reduction for the
value of salvage and other recoveries, and any adjustinents to claims outstanding from previous years.
Reinsurance claims are recognised when the related gross insurance claim is recognised according to the terms

of the relevant contract.

Claims outstanding
The provision for claims outstanding (note 16) is based on the estimated ultimate cost of all claims notified but

not settled by the balance sheet date, claims incurred but not reported together with the provision for related
claims handling costs. Provisions are calculated allowing for reinsurance recoveries and a separate asset js
recorded for the reinsurers’ share, having regard to collectability.

The claims provision includes amounts in respect of potential claims relating to environmental pollution and
asbestos related claims. These claims are not expected to be settled for many years and there is considerable
uncertainty as to the amounts at which they will be settled. Legislative and judicial actions to date concerning
environmental pollution have failed 1o determine the basis of liability to indemnify losses.

The level of the provisions for these losses has been set on the basis of the information which is currently
available including potential outstanding claims advices and case law. The Directors take appropriate advice
in setting an appropriate level of provision. The methods used, and the estimates made, are reviewed
regularly. The level of related reinsurance recoveries is dependent upon both the accuracy of the estimated
gross technical provisions and the ultimate ability to pay off the underlying security.
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1 ACCOUNTING POLICIES - continued

The claims incurred but not reported amount is based on estimates calculated using statistical techniques in
consultation with appropriate advisors. The techniques generally use projections, based on past experience of
the development of claims over time, to form a view on the likely ultimate claims to be experienced. In
addition factors such as knowledge of specific events and terms and conditions of policies are taken into
account. The critical assumption used when estimating claims provisions is that past experience is a reasonable
predictor of likely future claims development.

Whilst the directors consider that the gross provision for claims and the related reinsurance recoveries are
fairly stated on the basis of the information currently available to them, there exists considerable uncertainty in
respect of the ultimate Hability as this will vary as a result of subsequent information and events and may resnlt
in material adjustments to the amount provided. Any difference between provisions at the balance sheet date
and settlements and provisions in the following year is included in the underwriting result for that year.

Reinsurance asscts
The Group cedes insurance risk in the normal course of business for ali of its businesses. Reinsurance assets

represent balances due from reinsurance companies. Amounts recoverable from reinsurers are estimated in a
manner consistent with the outstanding claims provision or settled claims associated with the reinsurer’s
policies and are in accordance with the related reinsurance contract.

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

Gains or losses on buying reinsurance are recognised in the statement of profit or loss immediately at the date
of purchase and are not amortised. There were no such gains or losses recognised in 2016 or 2015.

Ceded reinsurance arrangements do not relieve the Group from its obligations to policyholders.

Insurance Receivables
Insurance receivables are recognised when due and measured on initial recognition at the fair value of the

consideration received or receivable. Subsequent to initial recognition, insurance receivables are measured at
amortised cost, wsing the effective interest rate method. The camrying value of insurance receivables is
reviewed for impairment whenever events or circumstances indicate that the carrying amount may not be
recoverable, with the impairment loss recorded in the statement of profit or loss.

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

Insurance Payables
Insurance payables are recognised when due and measured on initial recogmnition at the fair value of the

consideration received less directly attributable transaction costs.
Subsequent to initial recognition, they are measured at amortised cost using the effective interest rate method.

Insurance payables are derecognised when the obligation under the liability 1s settled, cancelled or expired.
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1 ACCOUNTING POLICIES - continued

Foreign Currencies

The Group’s functional currency and presentational currency 1s Sterling.

Transactions in US dollars are translated at the average rate of exchange during the year. Transactions in other
foreign currencies are translated at the rate of exchange ruling at the date of the transaction,

All assets and liabilities denominated in 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. If any such indication exists the

company estimates recoverable amount of the asset. If 1t is not possible to estimate the recoverable amount of
the individual asset, the Group estimates, the recoverabie amount of the cash-generating unit to which the asset
belongs. The recoverable amount of an asset or cash-generating unit is the higher of 1ts fair value less costs to
sell and its value in use. If the recoverable amount is less than its carrying amount, the carrying amount of the
asset is impaired and it is reduced to its recoverable amount through an impairment in profit and loss unless
the asset is carried at a revalued amount where the impairment loss of a revalued asset is a revaluation
decrease.

An impairment loss recognised for all assets, including goodwill, is reversed in a subsequent period if and only
if the reasons for the impairment loss have ceased to apply.

Financial investments

As permitted by FRS 102, the company has elected to apply the recognition and measurement provisions of
1AS 39 - Financial Instruments (as adopted for use in the EU} to account for all of its financial instruments.
The group classifies its financial investments as either financial assets at fair value through profit or loss, loans
and receivables or available for sale. The group determines the classification of its financial assets at initial
recognition. Financial assets are initially recognised 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 originated. In general,
financial assets are classified as fair value through profit or loss as the Group’s documented investment
strategy is to manage financial investments acquired on fair value basis. The available for sale category is used

only in cases when the investments are passively managed.
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1 ACCOUNTING POLICIES - continued

All regular way purchases and sales of financial assets are recognised on the trade date i.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.

Fmancial assets at fair value through profit or loss has two sub categories namely financial assets heid for
trading and those designated at fair value through profit or loss at inception. Investments typically bought with
the intention to sell in the near future are classified as held for trading as are all derivatives, including
embedded derivatives, that are not designated as hedging instruments. For investments designated as at fair
value through profit or loss, the following criteria must be met:

e the designation eliminates or significantly reduces the inconsistent treatment that would otherwise arise trom
measuring the assets or liabilities or recognising gains or losses on a different basis; or

¢ ihe assets and liabilities are part of a group of financial assets, financial liabilities or both which are
managed and their performance evaluated on a fair value basis, in accordance with a documented risk
management or investment strategy.

These investments are initially recorded at fair value. Subsequent 1o initial recognition, these investments are
re-measured at fair value at each reporting date. Fair value adjustments and realised gains and losses are
recognised in the profit and loss account.

Cash and cash eqguivalents
Cash and cash equivalents in the balance sheet comprise cash at banks and in hand and short term deposits

with an original maturity date of three months or less. For the purpose of the cash flow statement, cash and
cash equivalents consist of cash and cash equivalents as defined above, net of outstanding bank overdrafts,

Fair value of financial assets
The Group uses the following hierarchy for determining the fair value of financial instruments by valuation

technique:
e Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities.

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

e l.evel 2: when quoted prices are unavatlable the instrument is valued using inputs that are observable either
directly or indirectly including quoted prices for similar assets or liabilities in active markets, quoted prices for
identical or similar assets or liabilities in inactive markets, inputs that are observable such as interest rates and
yield curves observable at commonly quoted intervals, implied volatility or credit spreads and market-
corroborated inputs.

e Level 3: when observable inputs are not available, unobservable inputs are used to measure fair value by use
of valuation techniques. The objective of using the valuation technique is to estimate what the fair value would
have been on the measurement date.

See Note 11 for details of financial instruments classified by fair vaiue hierarchy.
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1

ACCOUNTING POLICIES - continned

Impairment of financial assets
For financial assets not held at fair value through profit or loss, the Group assesses at each reporting date

whether the financial asset or group of financial assets is impaired. The Group first assesses whether objective
evidence of impairment exists for financial assets. If it is determined that no objective evidence of impairment
exists for an individually assessed financial asset, the asset is included in a group of financial assets with
similar credit risk characteristics and that group of financial assets is collectively assessed for impairment.

If an available for sale financial asset is impaired, an amount comprising the difference between its cost (net of
any principal repayment and amortisation) and its current fair value, less any impairment loss previously
recognised in the profit and loss account, is transferred from other comprehensive income In equity to the
profit and loss account. Impairment losses recognised in the profit and loss account in respect of an equity
instrument are not subsequently reversed through the profit and less account. Reversals of impairment losses
on debt instruments classified as available for salc are reversed through the profit and loss account, if the
increase in the fair value of the instruments can be chjectively related to an event occurring after the
impairment losses were recognised in the profit and loss account.

For assets carried at cost, if there is objective evidence that an impairment loss on an unquoted equity
investment that is not carried at fair value, because its fair value cannot be reliably measured, the amount of
the loss is 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 applicable, a part of a financial asset is derecognised when:

® The rights to the cash flows from the asset have expired; or

e The Group retains the right to receive cash flows from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third party under a ‘pass through’ arrangement and
either {a) the Group has transferred substantially ali the risks and rewards of the asset; or (b) the Group has
neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred control

of the asset.

When the Group has transferred its right 1o receive cash flows from an asset or has entered into a pass-through
arrangement, and has neither trapsferred nor retained substantially ail the risks and rewards nor transferred
control of the asset, the asset is recognised to the extent of the group’s continming involvement in the asset.
Continuing involvement that takes the form of a guarantee over the transferred asset is 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 liabilities are offset and the net amount is reported in the statement of financial

position if, and only if:

® There is a currently enforceable legal right to offset the recognised amounts; and
® There is an intention to settle on a net basis, to realise the assets and settle the habilities simuitaneously.
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I ACCOUNTING POLICIES - continued

Investment return
Dividends are recognised when the investments to which they relate are declared ‘ex-dividend’. Rent is

recognised on an accrual basis. Interest income is recognised on a time proportionate basis taking into account
effective interest yield.

Unrealised and realised gains and losses on financial investments are recognised based on the appropriate
classification of financial investments and are covered in detail under the accounting policy for financial
investments.

An allocation of actual investment return on investments supporting the general insurance technical provisions
and associated equity is made from the non-technical account to the technical account. Investrnent return
related to non-insuraince business and shareholders’ equity is attributed to the non-technical account.

Tangible Fixed Assets
Expenditure on computer equipment, furniture and fixtures, and office equipment is capitalised and
depreciated over the estimated useful economic lives of the assets on a straight line basis. The periods used

are as follows:

Computer equipment 3 years
Furniture and fixtures 4 years
Office equipment 4 years
Provisions

Provisions are recognised when the Group has a present obligation (legal or consiructive) as a result of a past
event, and it is probable that an outflow of resources embodying economic benefits will be required to settle
the obligation and a reliable estimate can be made of the amount of the obligation.

Pension Costs

The Group operates a defined contribution scheme. Group contributions paid and accrued during the year are
charged in the Income Statement.
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1 ACCOUNTING POLICIES - continued
Taxation

Current fax
Current tax liabilities are measured at the amount expected to be recovered from or paid to the taxation

authorities. 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 recognised directly in equity 1s recogmsed in equity and not in the profit
and loss account.

Deferred tax
Deferred tax is recognised in respect of all timing differences, which are differences between taxable profits

and total comprehensive income that arise from the inclusion of income and expenses in tax assessments in
periods different from those in which they are recognised in the financial statements, except that:

o where there are differences between amounts that can be deducted for tax for assets (other than goodwill)

and liabilities compared with the amounts that are recognised for those assets and habilities in a business
combination a deferred tax liability/(asset) shall be recognised. The umount attributed to goodwill is adjusted
by the amount of the deferred tax recognised; and

s unrelieved tax losses and other deferred tax assets are recognised only io the extent that the directors
consider that it probable that they will be recovered against the reversal of deferred tax liabilities or other

future taxable profits.
Deferred tax is measured on an undiscounted basis at the tax rates that are expected to apply in the periods in

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

Dividends
Dividends on ordinary shares are recognised as a iiability and deducted from equity when they are approved by

the shareholders. Interim dividends are dedncted from equity when they are paid.

Negative Goodwill
Negative goodwill arising on consolidation has been capitalised and is amortised through the Income

Statement over a period of 20 years, estimated by the Directors to be the period over which the claims
ouistanding will be settled.
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2 ANALYSIS BY CLASS OF BUSINESS
The underwriting result is analysed as follows:

2016
Gross Premium Written - UK

Gross Premium Earned
Gross Claims Incurred

Reinsurance balance
2015
Gross Premium Written - UK

Gross Premium Earned
Gross Claims Incurred

Reinsurance balance

Third party
hability Total

£'000 £'000
{4,989) {4.989)
(4,016) (4,016)
£000 £000

2 2

2 2
(3,770) (3,770)
(4,509) (4,509)

The reinsurance balance is the aggregate total of all those items included in the technical account which relate
to reinsurance outwards transactions including items recorded as reinsurance commissions and profit

parficipation.
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3 CLAIMS INCURRED NET OF REINSURANCE

Gross Reinsurance Net

2016 £000 £000 £'000
Claims paid 10,640 3,368 7,272
Claims handling expenses paid 2,348 - 2,348

12,988 3,368 9,620
Outstanding claims carried forward (note 16) 121,445 35,348 86,097
Outstanding claims brought forward 120,232 36,095 84,137
Exchange 19,190 6,637 12,553
Revalued Outstanding claims brought forward 139,422 42,732 96,690
Decrease {17,977 (7,384) (10,593)
Claims incurred (4,989) {4,016) (973)
2015
Claims paid 10,058 4,086 5,972
Claims handling expenses paid 2,232 - 2,232

12,290 4,086 8,204
Outstanding claims carried forward 120,232 36,095 84,137
Outstanding claims brought forward 129,534 42,098 87,436
Exchange 6,758 2,592 4.166
Revalued Qutstanding claims brought forward 136,292 44,690 91,602
Decrease (16,060) (8,595) (7,465)
Claims incurred (3,770) (4,509) 739

Included in Claims paid - Reinsurance is cash received from reinsurers with whom the Group has commuted

its protections.
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4 PROFIT/(LOSS) ON ORDINARY ACTIVITIES BEFORE TAXATION

This is stated after charging/(crediting):
Depreciation

Auditor's remuneration, including expenses
Investment expenses and charges

Rental income from land and buildings
Operating lease 3 - 5 years

5 TAXATION
(a) Tax on prefit on ordinary activities

Current taxation:

UK corporation tax

Adjustments in respect of prior years
Tax on profit/(loss) on ordinary activities

{b) Tax reconciliation

Profit/(Loss) on ordinary activities before taxation

Expected tax at 20.00%

Factors affecting the current tax charge

Offset against losses brought forward for which no deferred tax is recognised
Adjustment in respect of prior years

Non-taxable investment incomes and gains

Other items

Total tax charge for the year

2016 2015
£000 £000
2 4

141 116
162 130
(87) (93)
(108) 151
2016 2015
£000 £000
(62) (14)
(67) (14)
2016 2015
£000 £000
6,194 (383)
1,239 ;
(1.132) -
(62) (14)
(96) -
(11) -
(62) (14)

Finance Act 2013 legislation was enacted to reduce the UK corporation tax rate. The new tax rates were 21%
- for iIncome earned from 1 April 2014 and 20% from 1 April 2015. As a result the prior year corporation tax
has been calculated at 20.25% (blended rate for the year ended 3! December 2015). New legislation was
passed on 18 November 2015 to further reduce the UK corporation tax rate to 19% form 1 April 2017 and
18% from 1 April 2020. The rate from 1 April 2020 was then further reduced to 17% on 6 September 2016.

Finance Bill 2017 will, once enacted, limit the utilisation of tax losses to 50% of profits subject to a £5m

allowance per group from 1 April 2017.
(c) Deferred tax

There are gross tax losses available in excess of £25m to offset against taxable profits in future periods. No
deferred tax asset has been recognised in respect of these losses due to uncertainty over the quantum, source

and timing of any future taxable profits.
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6 STAFF COSTS

Wages and salaries
Pension contributions
Social security costs

2016 2015
£000 £000
1,230 1,227
210 226
135 545
1.575 1,098

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
Administration

7 DIRECTORS' EMOLUMENTS

Emoluments

Highest paid Director:
Aggregate Emoluments

8 AUDITORS' REMUNERATION

Audit of financial statements of parent company and the group

Other fees to auditors :
Audit of subsidiary companies

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

29

2016 2015

Number Number
1 1

16 16

17 17

2016 2015

£000 £000
349 389
2016 2015

£ £
232,673 290,379
2016 2015

£'000 £000

12 13

70 77

59 26

141 116
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9 INVESTMENT RETURN

2016 2015
£'000 £000
Income from other financial investments and cash at bank 2,932 2,287
Realised gains 553 596
Total investment income 3,485 2,883
Unrealised gains on investments 1,782 (2,515)
Investment expenses and charges (162) (130)
5,105 238
All investment income is received from financial investments held at fair value.
10 LAND AND BUILDINGS
Mixed Use
roperty
£000
Fair value
At | Jamuary 2016 1,680
Surplus on revaluation -
At 3] December 2016 1,680
Depreciation and impairment
At i January 2016 -
Provided during the year -
At 31 December 2016 -
Carrying value
At 31 December 2016 1,680
At 1 January 2016 1,680

The historical cost of the properties held at fair value is £2,324,000 (2015: £2,324,000).
No land and buildings have a restricted title or are pledged for liabilities.

The properties were valued by and independent valuer with a recognised and relevant professional
qualification 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 fair value in accordance with the Appraisal and
Valuation Manual of The Royal Institution of Chartered Surveyors. The critical assumption made relating to

the valuation was a yield of 8%.
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11

FINANCIAL INVESTMENTS
Carrying Purchase

Vaiue Price Listed
2016 £'000 £000 £'000
Shares and other variable yield securities and units in unit trusts
- Designated at fair valuc through profit or loss 22,967 19,549 22,967
Debt securities and other fixed income securities
- Designated at fair value through profit or loss 64,853 65,083 64,853
Deposits with credit institutions 7,065 7,066 7,065
94 885 91,698 94,885
Carrying Purchase
Value Price Listed
2015 £000 £000 £000
Shares and other variable yield securities and units in unit trusis
- Designated at fair value through profit or loss 18,0676 16,350 18,076
Debt securities and other fixed income securities
- 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

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

credit risk in the current or comparative period.
They have been no day 1 profits recognised in respect of financial instruments designated at fair value through

profit or loss.
£4m (2015: £11m) 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 hierarchy.

Level | Level 2 Level 3 Total
£000 £000 £'000 £'000
2016
Shares and other variable yield securities and units in 22,967 - - 22,967
unit trusts
Debt securities and other fixed income securities 64,853 - - 64,853
87,820 - - 87,820
2015
Shares and other vaniable yield securities and units in 18,076 - - 18,076
unit trusts
Debt securities and other fixed income securities 53,122 - - 53,122
71,198 - - 71,198

Included in the level 1 category are financial assets that are measured by reference to published quotes in an
active market. A financial instrument is regarded as quoted in an active market if quoted prices are readily and
regularly available from an exchange, dealer, broker, industry group, pricing service or regulatory agency and
those prices represent actual and regularly occurring market transactions on an arm's length basis.
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13

INTANGIBLE ASSETS
Intangible assets represent negative goodwill arising on the acquisition of The Dominion Insurance Company

Limited. There was no goodwil} arising on the acquisition of the Trent Insurance Company Limited.

2016 2015

£'000 £000
Balance as at 31 December 20135 (690) (806)
Amortisation 116 116
Balance as at 31 December 2016 (574) (690)

Negative goodwill is being wntten off in equal instalments over the estimated economic life of 20 years.

TANGIBLE ASSETS

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

Cost
At 1 January 2016 30 23 72 125
Additions - - - -
Disposals - - - -
At 31 December 2016 30 23 72 125
Depreciation
At 1l January 2016 28 23 72 123
Charge for the year 2 - R 2
On disposals - - - -
At 31 December 2016 30 23 72 125
Carrying value
At 31 December 2016 - - - -
At 31 December 2015 2 - - 2
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14 SUBSIDIARY UNDERTAKINGS

The principal subsidiary undertakings at 31 December 2016 are set out below :
Group Services - Lande! insurance Holdings Limited

Insurance compames:- The Dominion Insurance Company Limited (Registered in Scotland
Trent Insurance Company Limited (indirectly held)

Insurance underwriting and B.D.Cooke & Parmers Limited

management companies:- CF. & A.U. Limited
Underwriting Management Agency Limited
B.D. Cooke Solutions Limited

All the above are wholly owned with the exception of The Dominion Insurance Company Limited and Trent
Insurance Company Limited which are both 19.8% owned by other parties. The companies are all registered in
England except as otherwise noted. Each company has issued shares of one class only.

B.D. Cooke & Partners Limited and Underwriting Management Agency Limited are subject to at the end of
the financial year.

The subsidiary companies B.DD. Cooke & Partners Limited and Underwriting Management Agency Limited
have made use of the audit exemption for subsidiary companies provided in The Companies 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, C.F. & A.U. Limited
and B.D. Cooke Solutions Limited are all dormant companies.

The minority interest in the statement of financial positton 1s represented as follows:

2016 2015

£000 £000
Minority interest holdings at start of the year 2,514 2,610
Minerity interest share of profit or loss for the year plus prior year 1,216 (96)
Minority interest holdings at year-end 3,730 2,514
AUTHORISED AND ALLOTTED SHARE CAPITAL

2016 20615

£000 £'000
Authorised:
2 ordinary shares of £1 2 2
Allotted, called up and fully paid:

2 2

2 ordinary shares of £1
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CLAIMS OUTSTANDING

Gross  Reinsurance Net
£000 £000 £000
2016
Provision before discounting 140,412 44 324 96,088
Discounting adjustment (30,708) {8,976) (21,732)
109,704 35,348 74,356
Claims handling expenses (note 20) 11,741 - 11,741
121,445 35,348 86,067
2015
Provision before discounting 135,282 44,525 90,757
Discounting adjustment (27,975) (8,430) {(19,545)
107,307 36,095 71,212
Claims handling expenses (note 20) 12,525 - 12,925
120,232 36,095 84,137

Included in the provisions above for gross claims outstanding and net claims outstanding after discounting but
before claims handling expenses are the following in respect of potential claims arising from environmental
pollution and asbestos related claims:

2016 2015

Sm $m

Gross Claims 124 144

Net Claims 77 90
£ equivalent of US$ amounts above

Gross Claims 100 98

Net Claims 62 61

There is considerable uncertainty as to the amounts at which these claims will be ultimately settled and the
amounts which may be recoverable from reinsurers because 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-tail” North American liability business including
provisions for irrecoverable reinsurance on unpaid liabilities have been discounted at 3% (2015: 3.50%).

The discounting adjustment is based upen net provisions before discounting of US$113m (2015: US$ 127m)
with the amount of net applicable discount of US$25m (2015: USS 29m). The assumed claims settlement
pattern on which the discount is calculated is based upon prudent projections of past settlement patierns and
other known factors considered relevant by the Directors. The average settlement period is in excess of 5

years.
The investment return on the assets supporting the liabilities being discounted was £5,105,000 (2015 :
£238.000).

Additionally included in the technical provisions are provisions for irrecoverable reinsurance on unpaid

habilities.
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18

19

20

CREDITORS

All creditors are payable within the next financial year.

SEGMENTAL INFORMATION
Both the insurance subsidiary undertakings have ceased underwriting and their business has been

discontinued since at least 1994. In the opinion of the Directors the Group is only involved in one activity, the
settlement and administration of claims and, accordingly, no Segmental Analysis has been prepared.

PENSION COMMITMENTS

Defined Contribution Scheme
Defined contribution expenses of £210k (2015 : £226k), of which £nil was outstanding at the year end, have

been charged in the Profit and Loss account.

RUN-OFF PROVISION

The Directors reassess the adequacy of the run-off provision annually. In arriving at the net cost, it has been
necessary to make assumptions as to the length of the run-off period, the return on investments and the
quantum of future expenses incurred. The ultimate cost of the run-off is dependent on future events and could

be materially different from the amount provided.

The run-off provision comprises:

2016 2015
£000 £000
Expenses 13,058 14,826
Income (1,317} (1,901)
Provision 11,741 12,925
The run-off provision is included in the balance sheet:
Claims outstanding (note 16) 11,741 12,925
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RISK MANAGEMENT

(a} Governance
The primary objective of the Group’s risk and financial management framework is to protect the Group’s

policyholders from events that hinder the payment of valid claims when they fall due.

With a small number of staft] the Directors are heavily invoived in the running of the business.

(b) Capital management ebjectives, policies and approach
The Group ceased issuing policies in December 1994 and entered into solvent run-off.

The Group’s approach to managing capiial involves managing assets, liabilities and risks in a coordinated way with
investments held with a maturity profile which matches the estimated claims settlement pattern by currency in order
to minimise exchange and reinvestment risk. The Group discounts its claims liabilities relating to “long-tail’* North
American liability business, including the run-off provision. Future investment income is expected to at Jeast equal

the discount provided.

The Group is subject to capital requirements imposed by the Prudential Regulation Authority (PRA). Throughout the
vear the Group has been Companies Act compliant but not met Solvency II, which is used to calculate the Group’s
capital requirement.

At 31 December 2016 the Group had a regulatory deficit of approximately £17m (Day 1: £21m).

The Group has provided a plan to the PRA setting out how it intends to meet MCR by 2019. This will be achieved
by a combination: of the continued natural reduction in Technical Reserves together with the forecast of modest

annual profits.

(c) Insurance risk
The principal risk the Group faces under insurance contracts is that actual claims payments or the timing thereof

differ from expectation. This is influenced by frequency of claims, severity of claims, actual benefits paid and
subsequent development of claims.

There are considerable uncertainties in the provision for claims outstanding. This i1s n part due to the long term
nature of the claims and in part the vagaries of the American legal system. The Group constantly assesses the
exposures and wherever possible seeks to make favourable settlements.

The Group purchased reinsurance as part of its risks mitigation programme. Reinsurance ceded was placed on both a
proportional and non—proportional basis. The majority of propoitional reinsurance was quota-share reinsurarnice
which was taken out to reduce the overall exposure to certain classes of business. Non—proportional reinsurance is
primarily excess—of—loss reinsurance designed to mitigate the Group's net exposure to catastrophe losses. Retention
Iimits for the excess—of-loss reinsurance vary by product line and territory.
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Amounts recoverable from reinsurers are estimated in a manner consistent with the outstanding claims provision and
are in accordance with the reinsurance contracts. Although the Group has reinsurance arrangements, it is not relieved
of its direct obiigations to its policyholders and thus a credit exposure exists with respect to ceded insurance, to the
extent that any reinsurer is unable to meet its obligations assumed under such reinsurance agreements. The Group’s
placement of reinsurance was diversified such that it is neither dependent on a single reinsurer nor are the operations
substantially dependent upon any single reinsurance contract.

The Group's remaining liabilities principally relate to general liability policies issued to US corporations.

The most significant remaining risks arise from claims caused by latem diseases which by their nature take many
years to manifest themselves. There is also a significant risk to environmental pollution claims. These are long tail

claims that take some years to settle, there is also litigation risk.

The table below confirms that all remaining claim liabilities relate 1o General Liability contracts.

2016 2015
Gross  Reinsurance Net Gross  Reinsurance Net
liabilities of liabilities  liabilities  lLiabilities of liabilities liabilities
£600 £000 £000 £'000 £000 £000
General Liability 121,445 35,347 56,098 120,232 36,095 84,137
Total 121,445 35,347 86,0098 120,232 36,095 34,137

The geographical concentration of the outstanding claim labilities is noted below. The disclosure is based on the

Jocation of the claimants.

2016 2015
Gross Reinsurance Net Gross  Reinsurance Net
labilities of liabilities liabilities habilities  of Jiabilities liabilities
£000 £000 £600 £000 £000 £000
United Kingdom 5,096 - 5,096 4,113 - 4,113
USA 115,747 35,347 80,400 115,080 36,095 78,985
EEA 602 - 602 1,039 - 1,036
Total 121,445 35,347 86,098 120,232 36,095 84,137

Sensitivities

The outstanding claim liabilities represent a best estimate of a range of possible outcomes. As disclosed elsewhere
these are long tail clains 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
10 a 7% increase or 6% decrease in net liabilities.

Claims development table

The Group ceased issuing all new and renewal insurance contracts in 1994 more than 20 years ago. An analysis of
claims development by underwriting year or accident year is not therefore meaningful 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 risk

(1) Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss to the other party by failing
to discharge an obligation.

The following policies and procedures are in place o mitigate the exposure to credit risk:

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

& As the Group is in ciaims run-off no reinsurance policies have been written for more than 20 years.

® Reinsurance debtors are subject to regular reviews by the credit committee, chaired by the Managing Director,
with reviews for creditworithiness and the provision for impairment is 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 position. The maximum exposure is shown gross, before

the effect of mitigation through collateral agreements.

Neither

past due

nor
2016 mmpaired  Past due Impaired Total
£'000 £000 £000 £000
Other financial investments - debt securities 64,853 - - 64,853
Deposits with credit instiiutions 7,065 - - 7,065
Reinsurers’ share of claims outstanding, 35,347 - - 35,347
Debtors arising out of direct insurance operations 8 - - 8
Debtors arising out of reinsurance operations 475 - - 475
Other debtors 114 - - 114
Cash at bank and in hand 7,462 - - 7,462
115,324 - - 115,324

2015

Other financial investments - debt securities 53,122 - - 53,122
Deposits with credit institutions 14,230 - - 14,230
Reinsurers’ share of claims outstanding 36,095 - - 36,095
Debtors ansing out of direct insurance operations 3 - - 3
Debtors arising out of reinsurance operalions 695 - - 695
Other debtors 2 - - 2
Cash at bank and in hand 12,004 - - 12,004
116,151} - - 116,151
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The table below provides information regarding the credit risk exposure of the Group at 31 December 2016 by
classifying assets according to Moody’s credit ratings of the counterparties. AAA is the highest possible rating.
Assets that fall outside the range of AAA to BBB are classified as speculative grade and have not been rated.
Debtors, other than amounts due from reinsurers, have been excluded from the table as these are not rated.

AAA AA A BBB  Not rated Total
2016 £'000 £000 £'000 £000 £000 £000
Other financial investments
— debt securities 19,119 2,984 15,573 23,814 3,363 64,853
Deposits with credit institutions - 1,869 5,256 - - 7,065
Reinsurers’ share of claims outstanding, - 5,192 22,584 5,709 1,862 35,347
Debtors arising out of reinsurance - - - - 475 475
Cash at bank and in hand - 1,063 6,397 - 2 7462
19,119 11,048 49 810 29,523 5,702 115,202
2015
Other financial investments
— debt securities 14,817 4,725 13,969 16,248 3,363 53,122
Deposits with credit institutions - 1,528 12,762 - - 14,230
Reinsurers’ share of claims outstanding - 5,038 23,203 - 7,854 36,095
Debtors arising out of reinsurance - - - - 696 696
Cash at bank and in hand - TO8 11,293 - 3 12,004
14,817 11,999 61,167 16,248 11,916 116,147

(2) Liquidity risk

Liquidity risk is the risk that an insurance company will encounter difficulty in meeting obligations associated with
financial instruments.

The following policies and procedures are in place to mitigate the Group’s exposure to liquidity risk:

¢ Guidelines on asset allocation, portfolio hmit stuctures and maturity profiles of assets are set, in order to ensure
that sufficient funding is available to meet insurance and investment contracts obligations.

Maturity profiles
The table below summarises the maturity profile of the Group’s financial liabilities based on remaining

undiscounted contractual obligations, including interest payable, and outstanding claim liabilities based on the
estimated timing of claim payments resuiting from recognised insurance habilities. Repayments which are subject to
notice are treated as if notice were to be given immediately.

Total and

Uptoa 5-10 Over 10 carrying

year 1-2years 2-5ycars years years amount

At 31 December 2016 £000 £000 £000 £000 £000 £000
Outstanding claim liabilities 15,672 11,105 27,317 32,937 53,448 140,479
Creditors 684 - - - - 684

At 3] December 2015

Outstanding claim liabilities 14,527 11,835 30,204 36,262 42,454 135,282
Creditors 3,700 - - - - 3,700
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(3) Market risk
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of

changes in market prices. Market risk comprises three types of risk:

(a) currency risk;

(by  interest rate risk; and

{c)  equity price risk.

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

* The Directors have approved a range of investment holdings which they have assessed as being appropriate to
meet the Group's requirements of a prudent liability driven investment policy. Compliance with the policy is
meonitored and exposures and breaches are reported to the Board quarterly. The policy is reviewed regularly for

pertinence and for changes in the risk environment.

e For assets backing outstanding claims provisions, market risk is managed by matching the duration and profile of
assets to the technical provisions they are backing. This helps manage market risk to the extent that changes in the
values of assets are matched by a corresponding movement in the values of the technical provisions.

(a) Currency risk
Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of

changes in foreign exchange rates.

The Group is exposed to currency risk (US Dollar) in respect of certain liabilities under policies of insurance in the
USA. The Group seeks to mitigate the risk by matching the estimated foreign currency denominated liabilities with
assets denominated in the same currency.

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

2016 2015
USD exposure USD exposure
£000 £'000
Other financial investments 67,210 60,671
Debtors 37,016 35,691
Cash at bank 6,824 10,388
111,050 106,750
Creditors 107,107 105,664

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

changes in market interest rates.
Floating rate instruments expose the Group to cash flow interest risk, whereas fixed rate instruments expose the

Group to fair value interest risk.

The Group’s interest risk policy reguires it to manage the interest rate risk by maintaining a portfolio of
predominantly fixed rate instruments the profile and maturity of which matches that of the insurance liabilities. As
the insurance labilities are fully discounted at a rate reflecting the recent hisiorical returns of the portfolio an
increase or decrease in interest rates is unlikely to have a material impact on either profit before tax or equity.

The Group has no significant concentration of interest rate nisk.
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{c) Equity price risk

Equity price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market prices (other than those arising from interest rate risk or currency risk), whether those changes are
caused by factors specific to the individual financial instrument or its issuer, er factors affecting all similar financial

mstruments traded in the market.

The Group’s equity price risk exposure relates to financial assets and financial liabilities whose values will fluctuate

as aresult of changes in market prices, principally investment securities.
The equity price risk policy requires it to manage such risks by setting and monitoring objectives and constraints on

investments.

There is no significant concentration of equity price risk.

The analysis below is performed for reasonably possible movements in market indices on financial instruments,
showing the impact on profit before tax due to changes in fair value of financial assets and liabilities (whose fair

values are recorded in the profit and loss account) and equity (that reflects adjustments to profit before tax and
changes in fair value of available for sale financial assets that are equity instruments).

31 December 2016 31 December 2015

Impact on Impact on
Change in profit Impact on profit Impact on
vaniables before tax equiiy*  before tax equity*
Changes in variables - market indices £000 £000 £000 £000 £000
FTSE 100/ S&P 500 +10% 2,297 2,297 1,808 1,808
FTSE 100/ S&P 500 -10%  (2,297)  (2,29T) (1,808)  (1,808)

*There is no difference on the impact on equity as the Group has significant brought forward tax losses.
The method used for deriving sensitivity information and significant variable did not change from the previous

period.

CONTINGENT LIABILITIES

£4 milizon (2015: £11 million) of US Govemnment 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 :

Companies with common Directors:
Isis Consulting Inc.
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RELATED PARTY TRANSACTIONS

Details of the emoluments paid to Directors can be found in note 6.

Ms A Duffy and Mr H Sopher, directors of The Dominion Insurance Company Limited, and owners of the entire
share capital of BD Cooke Investunents Limited, are also directors of Isis Consulting Inc. During 2016 Isis Consulting
Inc provided The Dominion Insurance Company Limited with consultancy services for fees totalling US$809,000

(2015: USE786,000). of which US$203,500 (2015: USENII) was outstanding at 31 December 2016.

Key management personael

All directors and certain senior employees who have authority and responsibility for planning, directing and
controlling the activities of the Group are considered to be key management personnel. Total remuneration is respecl

of these individuals is £395,000 (2015 - £446,000).

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

2016 2015
£000 £000
Cash at bank and in hand 7.462 12,004
Short-term deposits with credit institutions 703 4,105
8,165 16,109
OBLIGATIONS UNDER LEASES AND HIRE PURCHASE CONTRACTS
Future minimum rentals payable under non-cancellable operating leases are as follows:
2016 2015
£000 £'000
Not later than one year o6 66
Later than one year and not later than five years 148 2i4
Later than five years - -
214 280

Operating lease agreements where the Group is lessor

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

been recognised as income.

Future minimum rentals receivable under non-cancellable operating leases for future periods are as follows:

2016 2015

£000 £'000

Not later than one year 85 85
L.ater than one year and not later than five years 237 44
322 129
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