PRNIL

Pool Reinsurance (Nuclear) Limited

~ Annual Report and Financial Statements
For the year ended 31 December 2022

l | ll llll

17/06/2023
COMPANIES HOUSE

SATURDAY

Registered Number 3084992




4Po'ol Reinsurance (Nuclear) Limited
Index to the Annual Report and Financial Statements
for the year ended 31 December 2022

Page
Directors and Officers . V 3
Chairman's Statement 4
Strategic Report 5-8
Directors' Report 9-13
Independent Auditor's Report 14-18
Profit and Loss Account | | | | 19-20
Balance Sheet 21
Statement of Changes in Equity 22
Statement of Cash Flows 23

Notes-to the Financial Statements 24-33




Pool Relnsurance (Nuclear) Limited - Annual report and financial statements 2022
Directors and Officers

The Directors of the Company who were in office during the year and up to the date of signing the financial
statements were .

Garry Fearn
Hugh Bohling
Dame Sue Owen
Penny Shaw

John Ayton Resigned 31st March 2022

The Directors’ biographies are set out below.

Garry Fearn (Chairman)

A Director since May 2013. Chairman of EC Insurance Holdings Ltd and EC Insurance Services Ltd, subsidiaries of the
Electrical Contraclors' Association. Chairman of Tradex Insurance Company Limited and Chalrman of Tradex Insurance
Holdings Ltd. Former Chief Executive of MMA Insurance plc and former Executive Deputy Chairman of Covea Insurance
PLC and Non-Executive Director of Swinton Group Limited. ’

Hugh Bohling

A Director since February 2007. As a Solicitor, Hugh was a partner of a major international law firm before setting up his
own law firm, CityNet Law, to specialise in the insurance market where he has practised for more than 35 years. Although
now retired from full-time praclice, he continues as a consultant for clients and has directorships with Trust Underwriting
Ltd, a corporate member of Lloyd's, and for Altelium Ltd and an insur- tech start-up. Hugh has held various board positions
in the UK and abroad since 2006. Hugh provides legal expertise and insight on the board.

Dame Sue Owen

Dame Sue Owen DCB was appointed to the Board on 1 October 2020 following nomination by HM Government. She is an
economist with over 30 years' experience in government, including 14 years at Treasury. She led the Department for
Digital, Culture, Media and Sport from 2013-19, having also worked in the British Embassy Washington, No. 10,
International Development and as Strategy Director General in Work and Pensions. Having refired from the civil service in
2019, she now chairs the Governors of the Royal Ballet and, in addition to her role at Pool Reinsurance (Nuclear) Limited,
is a Non-Executive Director at Pool Reinsurance Company Limited, Serco plc, Pantheon International pic, Methera Global
Communications and Opera Holland Park. She is also a member of the Supervisory Board of DAF NV. In May 2022 Dame
Sue was appointed chair of the UK Debt Management Office.

Penny Shaw

A Dirgctor since July 2019. Previously Chief Risk Officer of Hanover (including Chaucer) Group and Executive Director of
Chaucer Syndicates Limited until March 2020. Penny is now a Non-Executive Director (NED) and Chair of Risk Oversight
Committee for Assured Guaranty UK Limited and Chair of Risk & Audit Committee for Assured Guaranty SA, NED and
Chalr of Audit & Risk for Catallna UK companies, NED and Chair of Risk for Zurich Assurance Limited, NED and Chalr of
Risk for Aspen Managing Agencies Limited, NED and Chair of Underwriting and Reserve Committee for American
International Group UK Limited.

Chief Executive Officer (CEO)
Barry McConway

Company Secretary
Tricor Corporate Secretaries Limited, 4™ Floor, 50 Mark Lane, London, EC3R 7QR.

independent Auditor
Deloitte LLP, 2 New Street Square, London, EC4A 3BZ.

Registered Office )
Tricor Suite, 4" Floor, 50 Mark Lane, London, United Kingdom, EC3R 7QR.
Telephone Number: + 44 (0)20 3216 2000.
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Chalrman’s statement

The effects of the global pandemic eased during 2022 and the Company returned to a more normal form of working albeit
with reduced travel and less face-to-face meetings. We have continued to use remote working when it is more efficient,
but we have reinstated in person board meetings when Directors are able to travel to London. Pool Reinsurance (Nuclear)
Ltd's (PRNL) priorily continues to be the safely of its people and to this end we continued to review the operating model.
There Iis no doubt that the past three years have tested our mode! extensively and, throughout that time, it has proved to be
flexible and very robust. This has enabled us to work and maintain a seamless connection with all our stakeholders. The
Board will continue to keep the operating structure under scrutiny.

In terms of trading, for the year ended 31st December 2022, the Company made a loss after tax of £192k (2021: £24
profit). This has resulted in the accumulated reserves on the profit and loss account available to meet future claims
reducing slightly to £32.0m at the end of December 2022 (2021: £32.2m). The loss incurred this year is mainly a
consequence of the volatility in the investment markets. This resulted in our overall Investment return, even in the low-risk
funds in which our investments are placed, being below our expectations. Our overriding investment objective Is to
maintain capital value and this was achieved. However, the returns in the short dated fixed interest funds that we invest in
were extremely volatile until some form of normality returned in the fourth quarter. Gross wrilten premium income
amounted to £43k in 2022 (2021: £40k). The Company has maintained the level of income as in 2021 and continues to
look at ways to increase the level of premium ceded to the business. However, given the nature of reinsurance offered by
PRNL and the market in which it operates, there s little opportunity for any immediate increase in gross income. in
addition, we continue to review the ongoing nature of the scheme with Her Majesty's Treasury (HMT) and will report to
Members once these discussions are finalised.

The Board is satisfied that, despite the reduced level of premium income, the Company confinues to operate as a going
concern and will satisfy this test for the foreseeable future.

The Company makes every effort to work closely with both the Prudential Regulation Authorily (PRA) and HM Government.
As mentioned in previous statements, the Company continues to operate with a capital waiver granted by the PRA. This
waiver was renewed in 2020 and now covers the period up to 31st December 2025.

We are still waiting for the outcome of the Office of National Statistics (ONS) review which was scheduled for 2022. The
review is to consider the classification of PRNL within the Government framework. The work has continued into 2023 and
we report to members when it is appropriate.

The purpose of the Company continues to be the provision of an efficient and cost-effective reinsurance mechanism to
enable Members to provide direct insurance cover to the owners of nuclear installations in the United Kingdom. The cover
is limited to the risk of damage to certain properly from fire or explosion caused by acts of terrorism. In this respect, | can
confirm that the Directors do not anticipate any changes to the nature of the business.

The war in Ukraine continues to be a geopolitical and humanitarian catastrophe. Whilst the Company has no exposures In
Ukraine or Russia, this does not make it any less concerning.

The significant increase in inflation during 2022, whilst having an impact on investment markets and, as mentioned, the
resulting volatility in the first 9 months of the year will be felt more clearly in 2023. Some of our expenses will increase and
the Board and Management are working to reduce the impact where it is possible.

The Board recognises the scale of the climate change challenge and is fully supportive of efforts to reduce the Company's
carbon footprint. Inevitably, given the limited scale and nature of our business, the scope for change is restricted, but we
will continue to seek to identify opportunities both internally, such as increased remote working and electronic meetings,
and with our outsourcers and other pariners.

| am pleased to report that there were no incidents giving rise to claims during the year. The current threat level, as
amended by the Government in February 2022, is substantial with regard to the likelihood of terrorist attacks in the UK. |
take the opportunity once again to remind Members of the need to keep under continuous review their readiness to deal
with claims arising under the Scheme.

- The total membership of the Company at the end of the year was 33 (2021: 33) and we do not expect any significant
change to this number during 2023.

As usual, a separate report on corporate governance Is included in this Annual Report. We continue to carry out our annual
assessment of the effectiveness of the Board and Chairman. These are valuable processes and an appropriate amount of
time is set aside within the Board calendar to review and discuss the results.

During the year one of our former Directors, John Ayton, resigned. He was a Director of the Company from 2011 until
March 2022. On behalf of the Board, | would like to thank him for his work over the last 10 years.

In conclusion, | would again like to thank the Members for their continuing support and Directors and Management for their
commitment and application over the course of the year.

rry Fearn
airman

23rd March 2023 4
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Strategic report

The Directors of Pool Reinsurance (Nuclear) Limited present thelr strategic report of the Company for the year ended 31
December 2022.

Review of the business

During the year under review the principal activity of the Company remained unchanged. The Company is a mutual
reinsurance company created by its Members and financially supported by a retrocesslon agreement with HM Government
to provide reinsurance for its Members. The terms of the agreement also specify circumstances In which amounts paid by
HM Government under the indemnity will be subject to repayment by the Company.

The reinsurance coverage provided by the Company under the Scheme established with the Government (the Scheme) Is
limited to losses as a result of damage to or destruction of Property by fire and/or explosion where the proximate cause is
an act of terrorism on insured registered nuclear sites. The “act of terrorism” must be certified as such by the Government
and the Insurances of the site must have been underwritten by a Member in accordance with the terms and conditions
contained in the Underwriting manual. The Scheme therefore facilitates the continued provision of insurance to the owners
of nuclear installations in the United Kingdom against the risk of damage to property from fire or explosion caused by acts
of terrorism.

The Company Is authorised by the PRA to carry on in the United Kingdom general insurance business classes 8 (fire and
natural forces) and 16 (miscellaneous financial loss - including business interuption) restricted to reinsurance business
only.

A review of the business of the Company, including particulars of any important events that occurred during the year, the
business environment and the Company’s strategy can be found in the Chairman’s statement on page 2.

Results and performance )

The Company made a loss on ordinary activities before tax of £139k (2021 : Profit £21k) after transferring a loss of £433k
(2021 : Profit £13k) from the general business technical account. Investment income amourited to £297k (2021 : £12K).
The loss after tax for the financial year was £192k (2021 : Profit £24k). The taxation charge relates to United Kingdom
corporation tax on investment income receivable less interest payable and investment expenses. There is no taxation of
the underwriting result as the business is conducted on a mutual basis.

The Company has accumulated profits of £32.0m as at 31 December 2022 (2021: £32.2m).

The Investment Income has risen from £12k in 2021 to £297k in 2022. Whilst this increase is welcome, the numbers hide
the volatility in the short term fixed interest market particuarly in the first 9 months of 2022. The returns in this 8 month
period were in line with the levels seen In 2021. The fourth quarter, with the impact of the Central banks increasing base
rates, saw yields return to levels seen in previous years.

The Company continues to rely on the protection of the Retrocession Agreement entered into with HM Government which
has the effect of setting a nil capital requirement, a summary of which is set out at Note 5 to the financial statements.
Again as previously mentioned, we are in discussions with HMT about the ongoing nature of the Scheme particularly in
light of the Office for National Statistics (ONS) review and the reduced premium income. -

The COVID-19 pandemic created unprecedented challenges to everyone. Thanks to the flexibilty and resilience of our staff

and outsource providers we have continued the smooth operation of the business. The Company has continued to meet all
its statutory, regulatory and operational obligations.

As stated in the Chairman's statement, we will continue to keep the operating structure of the Company under scrutiny.
Key performance indicators
Taking account of the information provided in this report and the notes to the financial statements and in view of the special

nature of the Company, there are no additional key performance indicators that are considered necessary for an
understanding of the business.
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Strategic report {continued)

Principal risks and uncertainties

The Company has adopted a Risk Framework {o address the management of its financial and non-financial risks. There
are procedures In place to Identify, assess and manage the risks faced by the organisation. The Company's risk
assessment was reviewed by the Audit and Risk Committee throughout the year. The Board and the Executive
Management are responsible for ownership and management of risks that might impact upon the Company'’s objectives.

The effectiveness of the Company's system of internal controls and its risk management framework are reviewed by an
external provider of internal audit and risk control review services. Whilst the Company has an exemption from the PRA
with regard to requiring an internal audit function, it undertakes external reviews (at least annually) of the risks and controls
that are in place. The reports on such reviews, including recommendations and management responses were considered
by the Audit and Risk Committee in March 2022 and thereafter by the Board.

The Directors consider that the principal risks which face the Company, together with details of the control measures

adopted by the Company are as follow:

Principal risk

Mitigating factors

Insurance risk

The Company is exposed to insurance risk arising from
inherent uncertainties as to the occurrence, amount and
timing of its insurance liabilities.

The Company's approach to the management of Insurance risk
reflects the commitments contained In the agreements which
underpin the Company's Scheme. The Company undertakes to
accept all risks presented to it which meet the Scheme's

Exposure to insurance risk is managed through controls to
ensure, as far as possible, that liquid funds are available to
meet a claim or series of claims as and when necessary. In
addition, there Is no limlt on the indemnity provided by HM
Government under the terms of the Retrocession Agreement.

This risk and its mitigations are described further in note 5(a) to
the financial statements.

Market risk

The investment strategy exposes the Company to a range
of financlal risks arising from Investing its assets against
the contingency that they may be required in the short
term to deal with a claim or series of claims, but with
recognition that they may not be called upon for long
periods.

Exposure to market risk is managed through the investment
strategy which rests on the two main objectives for the fund of
stability and liquidity, with the asset allocation afigned to these.

The strategy Is conservative and designed to preserve capital
and limit volatility from market risk.

This risk and its mitigations are described further in note 5(c) to
the financlal statements.

Credit risk

The Company is exposed to credit risk arising from a
counterparty failing to perform its contraclual obligations,
including failure to perform them in a timely manner.

Exposure to credit risk predominately arises from investments.
These exposures are managed .through use of high quality
counterparties and setting appropriate limits to investment.
There is credit risk with the Company’s Members and its
retrocessionaire, HMT. This risk is considered to be minimal
given the siructure of the scheme.

This risk and its mitigations are described further in note 5(d) to
the financial statements.

Liguidity Risk

The Company is exposed to liquidity risk through its
investments.

Exposure to liquidity risk is managed through holding assets in
high quality liquid funds, meeting any cash outflow by using its
existing funds and then drawing on the unlimited support
provided by HM Government.

This risk and its mitigations are described further in note 5(e) to
the financial statements.
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Strategic report (continued)

Princlpal risk Mitigating factors

Exposure to operational risk is managed by ensuring that there
are effective processes, systems and controls throughout the
Operational risk Company. Arrangements with uvulsource providers are
monitored and their appropriateness assessed periodically. The
Company maintains a strong and open relationship with its
The Company Is exposed to operational risk where failure
_|in relation to people, processes, systems and external|Legal advice is obtained annually to review the Company's
factors, including conduct risk, jeopardise the operation of{position in relation to Competition Act 1998, to determine that
the Company’s Scheme. the Scheme continues to meet the exemption requirements set
out in that Act.

In addition, consistent with the Financial Reporting Council guidance published in October 2018, the Company has
considered the broad uncerainties that may attach to Brexit. The Company keeps under review the impact of the
agreement that has been reached with the EU and any future agreement regarding financial services on each of the risk
categories above, both in respect of its reinsurance operations and investment strategy.

The Company has reviewed the guidance issued by the Financial Reporting Council (FRC) on “Climate — related corporate
reporting”.

As mentioned previously in the Chairman’s statement, the Directors recognise the scale of the climate change challenge
and are fully supportive of efforts to reduce the Company's carbon footprint. However, they believe that the overall impact
that the Company can make to reducing this is limited.

The Companles Act 2006 - Section 172 statement

The Directors are aware of their responsibilities to promote the success of the Company in accordance with Section 172(1)
of the Companies Act 2006 and have acted in accordance with these responsibllities during the year.

Directors have had regard to wider stakeholder interests when performing their dutles. The key stakeholders include staff,
Members, HM Government, regulators, policyholders and outsource service providers. The Company's values (inter alia to
conduct business with due skill, honesty, care, diligence and integrity as well as to achieve equity between our
stakeholders), underpin the Company’s decision-making processes.

The challenges of the pandemic made Interaction with our stakeholders more difficult than usual. The Company continued
to have meetings, albeit remotely as we did in 2021. In this respect, examples of this approach in initiatives with Members
and the wider insurance community are:

. The Company held discussions with Members about undertaking a claims test. As a resuit of their
discussions we plan to hold this In 2023.

. The Company held meetings with both HMT and BEIS to discuss the continuation of the Scheme and
its format going forward. These discussions will continue in 2023 and we will report to Members once
they have reached a conclusion.

Engaging with our external stakeholders has been a constant theme for the Company for many years. During the course of
2022 all of these meetings were held remotely.

. Every year, we meet with all our Members either direclly or through their Managing General Agent
(MGA). These meetings are structured and include matters such as systems, policy coverage and
stakeholder feedback. The outcome of all meetings is reported back to the Board.
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Strategic report (continued)

. As regards our major oulsource service providers, Tricor Corporate Secretaries Limited (Tricor) and
Polo Commercial Insurance Services Limited (Polo) there are number of points of contact.

. There are quarterly meetings with Polo and the Company's management team which are reported to
the Board on an exception basis. In addition, a senior manager from Polo attends at least one Board
meeting per year and both parties have the opportunity to discuss any issues that they wish {o raise.

With Tricor, there are regular meetings and access to the Board through their work as Company
Secretary. The Company Secretary attends each board meeting and the senlor director from Tricor
attends at least one Board Meeting per year and-has an opportunity to discuss any issues that they
wish to raise.

. Each gquarter the Company meets with HMT {o discuss various issues relating to the operation of the
scheme. These meetings are minuted and reported to the Board at each quarter.

All of the above Is evidenced by the minules of the Board meetings.

The Company only has 2 part time executive employees, and as such employee engagement is different from the norm.
The contracts for both these positions were updated in 2018 to ensure they were fit for purpose and current. Given the
nature of the business and the close working relationship between the Executive and the Board it is not considered
appropriate to have furthér HR initiatives.

Future developments

The Directors do not anticipate that the nature of the Company's business will change in the near future. The Company
only covers first party fire and explosion (including business interruption) at certain registered nuclear sites in the UK.
There are a very limited number of risks that are relnsured to the Company. Wlth regards to claims, there have been no
reported losses since the formation of the Company.

As mentioned in the Chairman's statement, the Russian invasion of Ukraine in February 2022 was and continues to be a
humanitarian catastrophe and a major geo-political concern. PRNL has no Russian or Ukrainian exposures; it is too soon
to judge anything other than the short term impact on global markets and PRNL's investment fund, but this will be kept
under review.

The financial accounting continues to be carried out by Polo Commercial Insurance Services Limited. The role of Company
Secretary is performed by Tricor Corporate Secretaries Limited.

The Company provides its Members with a reinsurance facility that is not freely available in the UK insurance market. The
Directors are confident that, with the availabllity of the Retrocession Agreement with HM Government, this can continue.

Approved by the Board and signed on its behalf by

23rd March 2023

Registered Number 3084992
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Directors’ report

The Directors present their report and the audited financial statements of the Company for the year ended 31 December
2022

Board of Directors
Role of the Board

The Board is responsible for providing leadership of the Company within a framework of prudent and effective controls
which enables risk to be assessed and managed. The Board sets the overall strategy of the Company within the context of
the Scheme for which purpose the Company was established. In addition, the Board oversees its implementation,
reviewing the performance of the management team and ensuring that there are appropriate systems of internal controls
and risk management.

The Board's policy Is to malntain a framework of corporate govemance that would be considered good praciice in
companies of similar significance. Therefore, although the Company is neither required to comply with the UK Corporate
Governance code and certain other codes and guidelines generally applicable to listed companies, nor to make a
statement on its compliance with such requirements, the Board believes it is appropriate to consider their provisions in
determining the Company's own corporate governance arrangements, and also to describe such arrangements to the
Members, which it does within this report.

The Board holds at least four meetings each year, at which it considers reports from each of the key functions. In
particular, these Board agenda items are legal, regulatory, financlal performance and risk. In addition to these standing
items, the Board considers other matters of significance to the Company, in accordance with an agreed schedule of
matlers to be considered in the forthcoming year.

As appropriate, in addition to the regularly scheduled Board meetings, ad hoc meetings are arranged as necessary.

The Board Procedures manual has a formal schedule of matters reserved to the Board, which is reviewed annually. Such
matters include those which are considered to be of significant strategic importance, which affect the structure of the
Scheme, selling the values and standards of the Company, or which affect the corporate governance framework. The
Board has otherwise delegated to its Committees (where constituted) and to the Executive Management the power to make
decisions on operational matters within a framework of internal controls. Each Committee operates within written terms of
reference and the respeclive roles and responsibilities of the Chairman and the CEO are set out in writing, all of which may
only be amended with the Board’s approval. The appointment and removal of the CEO and Company Secretary are also
matters reserved to the Board.

The Chairman, In conjunction with the Executive Management and the Company Secretary, ensures that the Board
receives the information it needs in order to discharge its responsibilities. All Directors have access to the services of the
Company Secretary and independent professional advice is available to the Directors in respect of any issue arising in the
course of their duties, at the expense of the Company. The Company maintains appropriate directors’ and officers’ fiability
insurance in respect of legal actions against its Directors.

Following their appointment, new Directors are given an in-depth Induction by executive management. In addition, training
Is provided to Directors throughout their appointment, as appropriate, to ensure that they possess the appropriate
knowledge regarding the Company and its operations necessary for the effective performance of their role.

The Board Procedures Manual includes provision for an annual performance evaluation including self-assessment of the
Board, coupled with an external evaluation conducted periodically, as required, and assessment of the CEO and the
Chairman. The process for the CEO assessment includes the Chairman holding a meeting with the other Directors without
any of the management present, whilst in the case of the Chairman, the other Directors hold a meeting without the
Chairman being present. These are done annually.

The Board last conducted an external evaluation of its operating structure in 2018. Overall, this review concluded that the
Board and its Committees continued to operate effectively with the approriate balance of expertise, experience,
independence and knowledge to deliver lorig-term value for the Members.
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Directors’ report (continued)

Composition

The Board consists solely of Non-Executive Directors, including a Non-Executive Chairman. Brief biographical details of
the current Direclors are set out on page 3.

The appointment of all new Directors Is a matter for cansideration by the Board. The Arlicles of Association allow HM
Govemnment to nominate individuals to be considered by the Board for appointment as Directors, although only one
Director at any time may hold office following nomination in this way. At present, Dame Sue Owen is the Director following
nomination by HM Government.

Otherwise, the appointment of any new Director Is considered by the Board according to objectlive criteria. The provisions
of the Articles of Association require that any Directors appointed by the Board must stand for reappointment at the first
Annual General Meeting following their appointment. While the appointment of Non-Executive Directors is not subject to a
specified term, with the exception of HM Government's nominated Director who is subject to a six year maximum term, the
Directors are nonetheless subject to retirement by rotation and therefore must stand for re-eleclion by the Members at least
every three years thereafter.

Therefore, at the forthcoming Annual General Meeting:

. Penny Shaw will retire by rotation and will seek re-election.

1
The composition of the Board is considered periodically to ensure an appropriate balance of expertise and éxperience to
support the strategic and operational direction of the Company.

Equalily and Diversily

The Board recognises the benefits of a diverse workforce and is committed to providing a working environment that is free
from discrimination. In line with the Equality Act 2010 and the requirements of the financial regulators, the Board seeks to
promote the principles of equality and diversity in all its dealings with employees, consultants, non-executive directors,
Members, suppliers, contractors and the reinsureds.

Directors' Interests

As a mutual company without a share capital, the Company's Members do not hold shares in the Company. Consequently,
the Directors do not have any relevant interests in shares that require disclosure for the purposes of Companies Act 2006.

Board Committees

As at 31 December 2022 the Board had established one standing Committees to undertake certain of its responsibilities;
that being the Admissions Committee .

The role of the Admissions Committee is to consider and approve the admission of prospective Members to the Company
and to authorise the execution of the relevant documents. The members of the Admissions Committee are Hugh Bohling,
the Chief Executive and the Company Secretary.

The Admissions Committee meels as and when required to consider applications for membership.

The activities of Audit and Risk Committee (ARC) are now undertaken by the Board as a result of the significant loss of
income in late 2021 and the need to reduce costs within the Company.The final ARC Meeting was held on 24th March
2022 and since then the work of the ARC has been undertaken within the Board meetings. The Board now ensures the
integrity of the financial statements of the Company, including its annual report, interim management statements and any
other formal announcement relating to its financial performance. The Board oversees the external audit process and also
reviews significant financial reporting issues and the judgements which they contain, having regard to matters
communicated to it by the Auditor. In addition, the Board establishes and maintains a risk management framework, under
the overall responsibility of the CEO and the Chief Financial Officer (CFO), to align the Company’s risk profile against risk
appetite.

Currently the Company has a waiver from the PRA regarding the need to have an internal audit function which expires in
July 2026. The Board has responsibility and oversight for ensuring that internal audit requirements are still met and
proportionate to the scale and business model of the Company. Also, the Board engages an external consultant, currently
BDO, to review the risk framework and its operation.

10
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Directors’ report (continued)

In addition to the above Committee, the Board may from time to time establish ad hoc Committees to address any specific
purpose, with such delegation of powers and membership as the Board considers appropriate or necessary to meet its
aims. '

In accordance wilh the Afticles of Association, the proceedings of any Committee to which the Board has delegated powers
are minuted and reported to the Directors at the next following Board meeting.

Directors’ and CEQ's Remuneration

The Company's Adicles of Association provide that there shall be paid to the Directors such fees as the Directors
determine, not exceeding an annual aggregate of £150,000 (2021: £150,000).

Subject to the annual aggregate limit, Directors receive fees at levels approved by the Board. These are reviewed by the
Board on a biennial basis, incorporating the use of market data to do so. No Director receives any additional remuneration
from the Company other than his or her fees. Directors are not paid compensation for loss of office.

The remuneration of the CEO is set by the Board.
Future developments

As stated in the strategic report on page 8 and given the nature of the Scheme, the Directors do not envisage any changes
to the business in the near future.

Qualifying third party indemnity provisions

The Company has maintained insurance covér for the Directors and Officers of the Company against certain liabilities that
they may Incur In carrying out their duties. The Company’s Arlicles of Association provide that every Director and Officer
may be indemnified by the Company except to the extent prohibited or restricted by the Companies Act 2006.
Consequently, qualifying third party indemnity provisions were in force for the benefit of all Directors and Officers at the
time when the Directors’ Report for the previous financial year was approved, and were In force during the: financial year
ended 31 December 2022.

Financial risk management

The Company's management of financial risk and policies with regard to the use of financial instruments are disclosed in
the Strategic Report and Note 5 of the financial statements. In particular, the Company’s exposures to market risk, credit
risk and liquidity risk are separately disclosed in that note. The Company’s exposure to cash flow risk is addressed under
the headings of ‘Credit risk’, ‘Liquidity risk’ and ‘Market risk’.

Post balance sheet events
The Company has no disclosable post balance sheet events.
Disclosure of information to Auditors

At the date of this report, each individual Director was not aware of any relevant audit information of which the Company's
Auditors were unaware, and each individual Director has taken the steps he/she ought to have taken as a Director to make
him/herself aware of any relevant audit information and establish whether the Company’s Auditors were aware of that
information.

Independent Auditors

The Board's policy on the provision of non-audit services to the Company by the Auditors is that they are permitted to
perform such work in areas where it is appropriate for them to do so, and provided that this does not compromise their
independence. During the year they performed no such work.

The Auditors, Deloitte LLP, have indicated their willingness to continue in office as Auditors to the company and resolutions
to re-appoint Deloitte LLP as Auditors to the Company and to authorise the Board of Directors to set their fees will be
proposed at the Annual General Meeting.
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Directors’ report (continued)

Statement of Directors’ responsibilities

The Directors are responsible for preparing the strategic report, Directors’ report and the Company’s financlal statements
(the financial statements) in accordance with applicable law and regulations.

Company Law requires the Directors to prepare financial statements for each financial year. Under that law the Directors
have prepared the financial statements in accordance with applicable law and United Kingdom Accounting Standards
(United Kingdom Generally Accepted Accounting Practice), including Financial Reporting Standard 102 "The Financial
Reporting Standard Applicable in the UK and Republic of Ireland” (FRS 102) and Financial Reporting Standard 103
“Insurance Contracts” (FRS 103).

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 Company and of the profit or loss of the Company for that period. In preparing
these financial statements, the Directors are required to:

select suitable accounting policies and then apply them consistently;

make judgements and accounting estimates that are reasonable and prudent;

state whether applicable United Kingdom Accounting Standards, including FRS 102 and FRS 103
have been followed, subject to any material departures disclosed and explained in the financial

notify its Members in writing about the use of disclosure exemptions, if any, of FRS 102 and FRS 103
used in the preparation of financial statements; and

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

The Directors are responsible for keeping adequate .accounting records that are sufficient to show and explain the
Company's transaclions and disclose with reasonable accuracy at any time the financial position of the Company 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 Company and hence for taking reasonable steps for the prevention and detection of fraud
and other irregularities.

Corporate governance

The Board's policy is to maintain a framework of corporate governance that would be considered good practice in
companies of similar significance. Therefore, although the Company is neither required to comply with the UK Corporate
Governance Code and certain other codes and guldelines generally applicable to listed companies, nor to make a
statement on its compliance with such requirements, the Board believes it is appropriate to consider their provisions in
determining the Company’s own corporate governance arrangements.

The Board has responsibility for establishing systems of internal control to provide reasonable assurance against material
misstatement or loss and to ensure compliance with laws and regulations. In establishing controls the Board has regard to
the materiality of the relevant risk, the likelihood of loss and the costs of controls. The system of internal control can provide
only reasonable and not absolute assurance against the risk of material misstatement or foss.

Up until 24 March 2022, the Audit and Risk Committee (ARC) undertook a review of the Company's risks against the Risk
Policies and Controls at each committee meetling and reported to the Board. Thereafter, the Board reviewed and
continues to review these processes and all other aspects of the effectiveness of Internal control systems on a regular
basis. Furthermore, quarterly meetings are held with Polo Commercial Insurance Services Limited in relation to the
financial processing, technical accounting and credit control for the Company under contract.

Statement of going concern

The Board is satisfied, after taking account of the Retrocession Agreement with HM Government, that the Company has
adequate financial resources to continue to operate for the foreseeable future which is, but not limited to, at least 12
months and is financially sound. The HM Government Retrocession Agreement is continuous and ongoing unless there is
cancellation within defined and specific criteria. For this reason, the Board has concluded that it can effectively continue
indefinitely, barring any significant changes to the reinsurance market in which the Company operates. As a consequence,
it considers the going concern basis appropriate for the preparation of financial statements,
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Directors’ report {continued)

Status of the Company

The Company Is a private company limited by guarantee, not having share capital. The Company is a mutual reinsurer. The
guarantee provided is of a nominal amount and all capital is in the form of retained reserves. The trading profit or loss of
the Company, the technical result, is altributed to the Members; accordingly there is no taxation on the Company of the
underwriting result as the business Is conducted on a mutual basis.

The Company is authorised by the PRA and regulated by the PRA and the Financlal Conduct Authority.

The Company is not part of a group and has no subsidiaries. Il reinsures solely UK (excluding Northern lreland) based
risks. '

Apppgved by the Board and signed onits béhalf by

ty Fealn
irman 23¢d March 2023
Registered Number 3084992
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Independent Auditor’s report to the Members of Pool Reinsurance (Nuclear) Limited

Report on the audit of the financial statements
1. Oplnion

In our opinion the financial statements of Pool Reinsurance (Nuclear) Limited (the ‘Company’):
. give a true and fair view of the state of the Company’s affairs as at 31 December 2022 and of its profit

for the year then ended; "
have been properly prepared in accordance with United Kingdom Generally Accepled Accounting

Practice, including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in
the UK and Republic of Ireland”; and
have been prepared In accordance with the requirements of the Companies Act 2006.

We have audited the financial statements which comprise:
the profit and loss account;
the balance sheet;
the statement of changes in equity;
the statement of cash flows; and
the related notes 1 to 18.

The tinancial reporting tramework that has been applied in their preparation is applicable law and United Kingdom
.Accounting Standards, including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in the UK
and Republic of Ireland” (United Kingdom Generally Accepted Accounting Practice).

2. Basls for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our

responsibilities under those standards are further described in the auditor's responsibilities for the audit of the financial
statements section of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of the

financial statements in the UK, including the Financial Reporting Council’s (the ‘FRC's") Ethical Standard, and we have
fulfilled our other ethical responsibililies in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropri'ate to provide a basis for our opinion.

3. Summary of our audit approach

The key audit matter tha we identilied in the current year was.
. Valuation and existence of financial investments.
Within this report, key audit matlers are identified as follows:
Key audit matters Newly identified
Increased level of risk
Similar level of risk
Decreased level of risk
The materiality that we used in the current year was £500,000 (PY £500,000)
which represents 1.6% of net assets.
Audit work to respond to the risks of material misstatement was performed
directly by the audit engagement team.
There have been no significant changes in our audit approach in the current
year.

Materiality

Scoping

Significant changes in our approach

4. Conclusions relating to going concern

In auditing the financial statements, we have concluded that the Directors' use of the going concern basis of accounting In
the preparation of the financial statements is appropriate.

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions
that, individually or collectively, may cast significant doubt on thé company’s ability to continue as a going concern for a
period of at least twelve months from when the financial statements are authorised for issue.

Our responsibilites and the responsibililies of the directors with respect to going concern are described in the relevant
sections of this report.
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Independent Auditor's report to the Members of Pool Relnsurance (Nuclear) Limited (continued)

6. Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of the
financial statements of the current period and include the most significant assessed risks of material misstatement (whether
or not due to fraud) that we identified. These matters Included those which had the greatest effect on: the overall audit
strategy, the allocation of resources in the audit; and directing the efforts of the engagement team.

During the course of our audit we identified one key audit matter. This matter was addressed in the context of our audit of
the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on this
matter.

5.1 Valuation and existence of financial investments

Key audit matter description As at 31 December 2022 the financial Investments balance stood at
£32.05m (2021: £32.3m), equating to 99.4% of total assets of the Company.
The balance is comprised of two ‘Money Market Funds (MMF) which are|
highly liquid and have low estimation uncertainty in valuing. However, due to
the proportion of the net assets represented by this balance, we have
identified this balance as a key audit matter.

Refer to pages 9-13 (Director's report), page 24 (significant accounting
policies) and, pages 19-23 (financlal disclosures).

How the scope of our audit responded to

the key audit matter We have performed a business process walkihrough In order to gain a

detalled understanding of the financial investments cycle and how the
balance Is recorded in the general ledger.

We have tesled the valuation of financial investments through obtaining
independent prices from reputable third party sources for 100% of the
Company’s investments.

We have tested the existence of the financial investments by obtalning an
independent confirmation letter from the MMF managers confirming the
balances held within the account as at 31 December 2022.

We then reconciled this confirmation to the amount recorded in the general
ledger.

Key observations We completed our procedures over the valuation and existence of financial
investment and did not identify any instance of material misstatements
across

6. Our application of materlality

6.1 Materlality

We define materiality as the magnitude of misstatement in the financial statements that makes it probable that the
economic decisions of a reasonably knowledgeable person would be changed or influenced. We use materiality both in
planning the scope of our audit work and in evaluating the resuls of our work.

Based on our professional judgement, we determined materiality for the financial statements as a whole as follows:

Materiality £600,000 (2021: £500,000)

Basis for determining materiality 1.6% (2021: 1.6%) of net assets.

Pool Reinsurance (Nuclear) Limited is a mutual reinsurance company, which
exists for the benefit of its Members. As such, we considered net assels to
Rattonale for the benchmark applied be the most appropriate benchmark, as this represents the Company's ability
to meet claims as they fall due, which is deemed to be of most concem to
the members.
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Materiality (continued) _

NetAssews£32.03m / tiateriatty £0.5m

o et Assets

v Reporting thresho!ld

= Mazteriaity £0.025m

6.2 Performance materiality

We set performance materialily at a level lower than materiality to reduce the probabilily that, in aggregate, uncorrected
and undetected misstatements exceed the materiality for the financial statéments as a whole. Performance materiality was
set at 70% of materiality for the 2022 audit (2021: 70%). In determining performance materiality, we considered the
following factors:

there have not been any significant changes in business structure and operations; and
our experience from previous audits, which has indicated a low level of corrected and uncorrected
misstatements identified in prior periods.

6.3 Error reporting threshold

We agreed with the Board that we would report all audit differences in excess of £25,000 (2021: £25,000) as well as
differences below that threshold that, in our view, warranted reporting on qualitative grounds. We also report to the Board
on disclosure matters that we Identified when assessing the overall presentation of the financial statements.

7. An overview of the scope of our audit

Our audit was scoped by obtaining an understanding of the entity and its environment, including internal control, and
assessing the risk of material misstatement. Audit work to respond to the risks of material misstatement was performed
directly by the audit engagement team.

The éccounting function for the Company has been outsourced to an outsourced service provider. As part of our audit we
obtained an understanding of relevant controls in place at the outsourced service provider.

8. Other information

The other information comprises the information included in the annual report, other than the financial statements and our
auditor’s report thereon. The directors are responsible for the other information contained in the annuat report.

Our opinion on the financial statements does not cover the other information and, except to the extent otherwise explicitly
stated in our report, we do not express any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether the other information is materially
‘inconsistent with the financial statements or our knowledge obtained in the course of the audit or otherwise appears to be
materially misstated.

If we identify such material inconsistencies or apparent material misstatements, we are required to determine whether this
gives rise to a material misstatement in the financial statements or a material misstatement of the other information. If,
based on the work we have performied, we conclude that there Is a material misstatement of this other information, we are
required to report that fact.

We have nothing to report in this regard.
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9. Responsibilities of Directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the preparation of the
financlal statements and for being satisfied that they give a true and fair view, and for such internal control as the directors
determine is necessary to enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to continue as a
going concern, disclosing as applicable, matters related to going concern and using the going concern basis of accounting
unless the directors either intend to liquidate the company or to cease operatiuns, or have no realistic alternative but to do
0.

10. Auditor’s responsibilities for the audit of the financlal statements

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

A further description of our responsibilities for the audit of the financial statements is located on the FRC's website at:
www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor's report.

11. Extent to which the audit was considered capable of detecting irregularities, Including fraud

Irregutlarities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line
with our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. The
extent to which our procedures are capable of detecting irregularities, including fraud is detailed below.

11.1 ldentifying and assessing potential risks related to irregularities

In identitying and assessing risks ot material misstatement in respect ot irregularities, including traud and non-compliance
with laws and regulations, we considered the following:

. the nature of the industry and sector, contro! environment and business performance including the
design of the company's remuneration policies, the key drivers for directors’ remuneration, bonus
levels and performance targets;

results of our enquiries of management, Capita, and the audit committee about their own identification
and assessment of the risks of lregularities;
. and procedures relating to:
« identifying, evaluating and complying with faws and regulations and whether they were aware of any
instances of non-compliance;
« detecting and responding to the risks of fraud and whether they have knowledge of any actual,
suspected or alleged fraud,
« the internal controls established to mitigate risks of fraud or non-compliance with laws and
regulations;
. the matters discussed among the audit engagement team and relevant internal specialists, regarding
how and where fraud might occur In the financial statements and any potential indicators of fraud.

As a result of these procedures, we considered the opportunities and incentives that may exist within the 6rganisation for
fraud. In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to the
risk of management override.

We also obtained an understanding of the legal and regulatory framework that the company operates in, focusing on
provisions of those laws and regulations that had a direct effect on the determination of material amounts and disclosures
in the financial statements. The key laws and regulations we considered in this context included the UK Companies Act, tax
legislation, Money Laundering Regulations, Financial Services and Markets Act 2000 and FCA/PRA Rulebooks.

In addition, we considered provisions of other laws and regulations that do not have a direct effect on the financial
statements but compliance with which may be fundamental to the Company's ability to operate or to avoid a material
penalty. These included the Company’s operating regulatory market and solvency requirements set by the FCA and PRA,
respectively.
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11.2 Audit response to risks identifled

As a result ot pertorming the above, we did not Identity any key audit matters related to the potential risk ot traud or non-
compliance with laws and regulations.

In addition to the above; our procedures to respond to risks identified included the following:

reviewing the financial statement disclosures and tesling to supporting .documentation lo assess
compliance with provisions of relevant laws and regulations described as having a direct effect on the
financia! statements; '
enquiring of management and the audit committee actual and potential litigation and claims;

. performing analytical procedures to identify any unusual or unexpected relationships that may indicate
risks of material misstaternent due to fraud;

reading minutes of meetings of those charged with governance, reviewing internal audit reports and
reviewing correspondence with the FCA and the PRA; and

. in addressing the risk of fraud through management override of controls, testing the appropriateness of
journal entries and other adjustments; assessing whether the judgements made in making accounting
estimates are indicative of a potential bias; and evaluating the business rationale of any significant
transactions that are unusual or outside the normal course of business.

We also communicated relevant identified laws and regulations and potential fraud risks to all engagement team members
and remained alert to any indications of fraud or non-compliance with laws and regulations throughout the audit.

Report on other legal and regulatory requirements
12. Opinlons 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; and

. the strategic report and the directors’ report have been prepared in accordance with applicable legal
requirements.

In the light of the knowledbe and undersfanding of the company and its environment obtained in the course of the audit, we
have not identified any material misstatements in the strategic report or the directors' report.

13. Matters on which we are required to report by exception

Under the Companies Act 2006 we are required to report to you if, in our opinion:
we have not received all the information and explanations we require for our audit; or
adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or
certaln disclosures of directors’' remuneration have not been made; or
the financial statements are not in agreement with the accounting records and returns.

We have nothing to report on these matters.

14. Use of our report

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 2008. 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.

Gty

Colin Rawlings FCA (Senior Statutory Auditor)
For and on behalf of Deloitte LLP

Statutory Auditor

London, UK

24th March 2023
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Profit and loss account
For the year ended 31 December 2022

Technical account - general business

uotgs

Gross premiums wrilten 6
QOutward reinsurance premiums 6
Net premiums written
Change in the gross provision for unearned premiums 12
Change In the provision for unearned premiums,

reinsurers’ share 12
Earned premiums, net of reinsurance
Net operating expenses 7

Balance on the technical account for general business

2021

The above results all relate to continuing operations and to risks located in the United Kingdom.

Company number : 3084992

The notes on pages 24 to 33 forin an integral part of these financial statements.
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Profit and loss account (continued)
For the year ended 31 December 2022

Non-technical account

Notes 2022 2021

£000s £000s

Balance on the géneral business technical account (433) 13
Investment income 9 297 12

Investment expenses and charges 9 ® @
Profit on ordinary activities before tax (139) 21
Tax on profit on ordinary activities 10 ' (53) 3
Profit for the financial year (192) 24

The above results all relate to continuing operations.

There were no amounts recognised in other comprehensive income in the current or preceding year other than those
included in the statement of profit or loss. Therefore no statement of other comprehensive income has been presented.

Company number : 3084991

The notes on pages 24 to 33 form-an integral part of these financial statements.
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Balance sheet
As at 31 December 2022

Assets

Investments
Other financial investments

Relnsurers' share of technical provisions
Provision for uneamed premiums

Debtors
Debtors arising out of reinsurance operations
Other debtors

Other assets
Cash at bank and in hand

Prepayments and accried Income

Other prepayhents and accrued income
Total assets

Liabilitles

Capital and reserves
Profit and Loss Account

Technical provisions
Provision for unearned premiums
Claims outstanding

Creditors: amounts falling due after more than one year

Creditors arising out of reinsurance operations

Creditors: amounts falling due within one year

Creditors arising out of reinsurance operations

Other creditors including taxation and social security

Accruals and deferred Income
Total liabilities

"

12

16

12

13

14

_ 2022
£000s  £000s

32,051

116

58
32,237

32,004

23

94

50

144

57

32,237

‘ 2021
£000s  £000s

32,304

116

62

32,489

32,196

21

96

133

'

143

33
32,489

—_—

The financial statements on pages 19 to 23 were approved by the Board on 23rd March 2023 and signed on its behalf by

Ga e
airman
Company number : 3084992

The notes on pages 24 to 33 form an integral part of these financial statements.
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Statement of changes In equity )
For the year ended 31 December 2022

2022 2021
£000s £000s
Profit and loss account reserves as at the beginning of the year 32,196 32,172
Profit for the financial year (192) 24
Profit and loss account reserves as at the end of the year 32,004 1004 W

The notes on pages 24 to 33 form an integral part of these financial statements.
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Statement of cash flows
For the year ended 31 December 2022

Notes 2022 2021
£000s £000s

Net cash (outflow)/inflow from operating activities 15 (553) (705)
Tax paid 3 (41)
Net cash (decrease)llncrease generated from operating activities (550) (746)
Cash flow from Investing activities
Investment income recelved ’ <297 12
Net cash generated from investing activities . 297 12
Net cash generated from financing activities - -
Net (decrease)/increase in'cash and cash equivalents (253) (734)
Cash’'and cash equivalents at beginning of the year 32,420 33,154
Cash and cash equivalents at end of the year 32,167 32,420
Cash and cash equivalents consists of:
Cash at bank and in hand 116 116
Money Market Open Ended Investment Companies (OEICs) 32,051 32,304
presented within other financial investments
Cash and cash equivalents 32,167 . 32420 )

The notes on pages 24 to 33 form an integral part of these financial statements.
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Notes to the financlal statements

1 General information

The Company is authorised by the PRA to carry on in the United Kingdom general insurance business
classes 8 (fire and natural forces) and 16 (miscellaneous financial loss) festricted to reinsurance
business only. Al transactions relate to ongoing business. The Company is a mutual reinsurer, limited
by guarantee and is incorporated in England and Wales. The address of its registered office is 50
Mark Lane, London, EC3R 7QR.

2 Statement of compliance

The financial statements of the Company have been prepared in compliance with UK Accounting
Standards, including Financial Reporting Standard 102, "The Financial Reporting Standard applicable
in the United Kingdom and the Republic of Ireland” (FRS 102), Financial Reporting Standard 103,
‘Insurance Contracts” (FRS 103) and the Companies Act 2006. The financial statements have been
prepared in compliance with the provisions of the Large and Medium-sized Companies and Groups
(Accounts and Reports) Regulations relating to insurance companies.

3 Summary of significant accounting policles

The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all years presented, unless otherwise stated.

a Basls of preparation
The preparation of financial statements in conformity with FRS 102 and FRS 103 requires the use of
certain critical accounting estimates. It also requires management to exercise its judgement in the
process of applying the Company's accounting policies. The areas involving a higher degree of
judgement or complexity, or areas where assumptions and estimates are significant to the financial
statements, are disclosed in Note 4.

b Going concern

The Directors are satisfied, after taking account of the Retrocession Agreement with HM Government,
that the Company has adequate financial resources to continue to operate for the foreseeable future
which is, but not limited to, at least 12 months and is financially sound. The HM Government
Retrocession Agreement is continuous and ongoing unless there is cancellation within defined and
specific criteria. For this reason, the Board has concluded that it can effectively continue indefinitely,
barring any significant changes to the reinsurance market in which the Company operates. As a
consequence, It considers the going concern basis appropriate for the preparation of financial

c Functional and presentation currency

The financlal statements are presented in pounds sterling and rounded to thousands. The Company's
functional currency is pounds sterling.

d Insurance contracts - classification
The Company has reviewed the nature of the inwards and outwards reinsurance business it transacts.
It is satisfied that all such business falls within the definition of insurance risk and has therefore treated
the relevant contracts as insurance contracts for the purposes of these financial statements. All
premiums disclosed in the profit and loss account relate to standard insurance contracts.

e Insurance contracts
The resuils are determined on an annual basis whereby the Incurred cost of claims, commission and
related expenses are charged against the earned proportion of premiums, net of reinsurance as
follows:

(i) Premiums written

Premiums written relate to business incepted during the year, together with any difference between
booked premiums for prior years and those previously accrued, and include estimates of premiums
due but not yet receivable or notified to the Company, less an allowance for cancellations.

(i) Unearned premiums

Unearned premiums represent the proportion of premiums written in the year that relate to unexpired
terms of policies in force at the balance sheet date, calculated on a time apportionment basis.
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3

e

Summary of significant accounting policies (continued)
Insurance contracts (continued)

(iii) Ctaims incurred

Claims incurred comprise claims and related expenses paid in the year and changes in the provisions’
for outstanding claims, including provisions for claims incurred but not reported and related expenses,
together with any other adjustments to claims from previous years. Where applicable, deductions are
made for salvage and other recoveries. )

{iv) Claims provisions and related reinsurance recoveries
Provision is made at the year end for the estimated cost of claims incurred but not settied at the

balance sheet date, including the cost of claims incurred but not yet reported to the Company. The
estimated cost of claims includes expenses to be incurred In settling claims and a deduction for the
expected value of salvage and other recoveries. The Company takes all reasonable steps to ensure
that it has appropriate information regarding its claims exposures. However, given the uncertainty in
establishing claims provisions, it is likely that the final outcome wlill prove to be different from the

The estimation of claims incurred but not reported (IBNR) is generally subject to a greater degree of
uncertainty than the estimation of the cost of settling claims already notified to the Company, where
more Iinformation about the claim event is generally available. In estimating the cost of IBNR, any
estimate is based on information about any known circumstance that may give rise to a claim.

The nature of the underlying business Is such that there should not be a significant delay between the
occurrence of the claim and the claim being reported. However, there can be significant delays in
assessing the Company’s ultimate liability for such claims. Claims notified to the Company at the
balance sheet date are estimated on a case by case basis to reflect the individual circumstances of
each claim.

Provisions are calculated gross of any reinsurance recoveries. A separate estimate is made of the
amounts that wiil be recoverable from reinsurers based upon the gross provisions and having due
regard to collectability.

(v) Outwards reinsurance premiums
A creditor is recognised for outwards reinsurance premiums payable including amounts that may
become payable to HM Government under the terms of the Retrocession Agreement.

The premium due to HM Government for providing retrocession cover becomes payable only when the
funds standing to the credit of the Insurance Fund and the investment Fund, as defined by the
Retrocession Agreement, exceed £10 million. The accumulated funds continued to exceed £10 million
during the year to 31 December 2021. These funds are broadly equivalent to premiums received, plus
investment income earned, less incurred claims, taxation and expenses, subject to certain differences
in the timing of their recognition. In certain circumstances the retrocession premium may become
immediately payable if ithe Company falls to comply with the conditions of the Retrocession Agreement.

Expenses
All expenses are recognised on an accruals basis and, other than direct investment expenses, are
charged to the technical account.

Investment lnicome
Invesiment income, which is all included in the non-technical account, is determined on an accruals

basis. Realised gains or losses represent the difference between net sales proceeds and the purchase
price of, if previously valued, the fair value at the previous balance sheet date. Unrealised gains and
losses represent the difference between the fair value at the balance sheet date and purchase price or,
if previously valued, the fair value at the previous balance sheet date.
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3

Summary of significant accounting policles {continued)

Taxation o
Taxation expense for the perlod comprises current-and deferred tax recognised in the reporting period.
Itis recognised in the profit and loss account and is not discounted.

(i) Current tax
Current tax is the. amount 6f income tax payable in respect of the taxable profit for the year or prior
years. Tax Is calculated on the basis of tax rates and laws that have been enacted or substantively
enacted by period end. There is no taxation of the underwriting result as the business Is conducted on
a mutual basis.

(i} Deferred tax

Deferred tax arises from timing differences that are differences between taxable profits and total
comprehensive income as stated in the financial statements. These timing differences arise from the
inclusion of income and expenses in tax assessments in periods different from those in which they are
recognised in financial statements. Deferred tax Is recognised on all timing differences at the reporiing
date. Unrelieved tax losses and other deferred tax assets are only recognised when it is probable that
they will be recovered against the reversal of deferred tax liabilities or other future taxable profits.
Deferred tax is measured using tax rates and laws that have been enacted or substantively enacted by
the period end and that are expected to apply to the reversal of the timing difference.

Other financial investments .

The Company has chosen to adopt seclion 11 and 12 of FRS 102 in respect of its financial
investments, which are all Money Market Open Ended Investment Companies (OEICs). Other financial
investments consist of two funds containing overnight cash deposits, commercial papeér and short term
government bonds that meet the definition of cash equivalents, and as such these are included in the
cash flow statement.

.Cash and cash equivalents

Cash and cash equivalents consist of the Company's current bank account and the Money Market
OEICs which comprise the Company’s other financial investments.

Provislons

Provisions are recognised when the Company has a present legal or constructive obligation as a result
of past events; it is probable that an outflow of resources will be required to settle the obligation; and
the amount of the obligation can be estimated reliably. Please see Note 3 e (i) for details of the
unearned premium provisions.

Related party transactions L

The Company discloses transactions with related parties. Where appropriate, transactions of a similar
‘hature are aggregated unless, In the opinion of the Directors, separate disclosure Is necessary to
understand the effect of the transactions on the Company's financial statements. The Company had no
related party tranasactions in the year.
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4 Critical accounting judgements and estimation uncertainty
Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the
circumstances.

There are currently no significant judgements when applying the accounling policies or Sources of
estimation uncertainty to disclose.

5 Management of insurance and financial risk

‘a Insurance risk

The risk under any one insurance contract is the possibility that the insured event occurs and the
uncertainty of the amount of the resulting claim. By the very nature of an insurance contract, this risk is
random and therefore unpredictable. However, to date, the Company has never incurred a claim.

The Company's approach to the management of insurance risk is influenced by the commitments
contained in the agreements which form the foundations of the Company's Scheme. The Company
underiakes to accept all risks presented to it which meet the criteria of the Scheme and has a
Refrocession Agreement with HM Government providing unlimited indemnity where it faces claims
beyond the extent of its ability to pay from its own resources. Under the PRA capital regime the
Company has a capilal resource requirement set equal to zero. This is possible because the
Company'’s financlal commitments are assured through its retrocessional facllity with HM Government,
the arrangements being designed to ensure that the Company can accept all exposures presented to it
without limit. ' '

In turn, these arrangements ensure that the Company can provide primary insurers with the
relnsurance protection they need to enable them to provide terrorism cover to all clients upon request
to the full extent of thelr policy programme. Hence it Is not an objective to limit the assumption of
insurance risk but to ensure that:

- risks accepted fall within the criteria set by the Scheme and fall within the coverage of the
Retrocession Agreement; o

- pricing is consistent between the Members of the Scheme; and

- adequate arrangements are in place in the event of a major claim.

The Company’s appetite for insurance risk is unlimited within the context of the Scheme, and therefore
assumes that losses in excess of the Company's own funds will ultimately be met by its retrocessional
cover. lis policy Is to assume all relevant risks presented to it whilst ensuring that it accepts only risks
falling within the criteria set by the Scheme. .

b Financial risk management objectives

The Company is exposed to a range of financlal risks through its financial investments and its
reinsurance assets and liabilities. In particular, the key financial risk is that the proceeds from financial
investments are not sufficient to fund the obligations arising from reinsurance policies as they fall due.

The overall financial risk management objective is to invest the assets against the contingency that
they could be exhausted suddenly by a claim or series of clalms, but with recognition that they may not
be called upon for long periods.

The two main objectives of the Company’s investment strategy are stability and liquidity. The Company
therefore considers that Money Market OE!Cs are suitable to meet its financial risk objective.

In the prior year the Company has been aware of the Amendments to FRS 102 The Financial
Reporting Standard applicable in the UK and Republic of lreland — Interest rate benchmark reform
(Phase 2), in line with the mandatory effective date of 1st January 2021. In December 2019 the
Financial Reporting Council (FRC) issued Amendments to FRS 102 The Financial Reporting Standard
applicable in the UK and Republic of ireland — Interest rate benchmark reform (known as Phase 1).
Phase 1 amendments modify specific hedge accounting requirements as a result of the interest rate
benchmark reform and given our investment portfolio this does not apply to PRNL.

As at 31st Dacember 2022 PRNL has no exposure to any LIBOR based contracts or interest payments.
As a result there are no Phase 2 amendements required.

The Company is exposed, therefore, to limited financial risk (market risk, credit risk and liquidity risk) as
the portfolio in which it is invested is restricted to high-quality, short-term, money market instruments.
These are issued by, but not limited to, HM Government, the Organisation for Economic Cooperation
and Development, sovereign governments, supranational entities, public corporations, local authorilies,
banks and other financial instilutions.
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5

Management of insurance and financial risk (continued)

Market risk
() Interest rate risk

Interest rate risk Is the risk that arises from fluctuating interest rates on the Company's investments in
Money Market OEICs. The Company therefore monitors its interest rate risk by reporting the individual
fund performance against its benchmark to the Board on a quarterly basis. The funds that the
Company invests in have an weighted average maturity of 71 days across the two institutions, which
further reduces interest rate risk. The sensitivily analysis for interest rate risk shows that a 0.1%
increase/decrease in interest rates will increase/decrease the Company's investment income by £32k,
assuming all other assumptions remain unchanged.

(i) Price risk

The Company is exposed to price risk as a result of changes in ihe value of investments in Money
Market OEICs. The Company has limited exposure to price risk as a result of its restricted invesiment
portfolio in money market OEICs which have a short weighted average maturity and therefore have
limited price volatility. All the OEIC funds invest in high quality, short term, fixed and variable rate
securities, listed or traded on one or more Recognised Exchanges, across a range of financial
institutions, sovereign and corporate issuers.

(iii) Currency Risk ‘ .
Currency risk arises when future commercial transactions or recognised assets and liabilities are
denominated in a currency that is not the entity’s functional currency. However as all the Company's
business is transacted in Sterling, it has no currency risk. )

As at 31st December 2022, the Company had no exposure to LIBOR based contracts.

Credit Risk

Credit risk arises from the failure of a counterparty to perform its financial obligations to the Company,
or a failure to perform those obligations in a timely manner. The risk of non-payment or late payment of
premiums to the Company by Its reinsureds ‘is limited as the Company’s agreement with its Members
sets deadlines for the payment of premiums.

The Company’s only retrocesslonaire is HM Government and therefore is not considered to be a
source of credit risk.

The Company’s risk policies take account of credit risk arising through the investment portfolio
(£32.1m) and cash at bank (£0.1m) by restricting it to readily realisable assets. All its investments are
held in AAA rated funds whilst its cash at bank is held with Lloyds Bank Pic.

The credit rating of these institutions is monitored on a quarterly basis by the Board and would form
part of a risk report if required.

As at 31st December 2022, the Company had no exposure to LIBOR based contracts.
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5

Management of insurance and financial risk (continued)

Liquidity Risk

Liquidity risk Is the risk that cash may not be available to pay obligations when due at a reasonable
cost. The primary liquidity risk of the Company is the obligation to pay claims to policyholders as they
fall due. The Company's investment portfolio is therefore structured with the objective of ensuring that
all funds are held in readily realisable assets in the event of a claim.

The table below analyses the maturity of the Company’s creditors. All liabilities are presenled on a
contractual undiscournited cash flow basis.

2022

£000s £000s  £000s £000s

0-1 year 1-2 years 2-3 years Total

Creditors 144 4 4 152
Total 144 4 4 152
2021

£000s £000s  £000s £000s

0-1 year 1-2 years 2-3 years Tota!

Creditors 143 92 4 239
Total 143 92 4 239

As at 31st December 2022, the Company had no exposure to LIBOR based contracts.

Capltal management

The principal activity of the Company is reinsurance business conducted for the benefit of Members
providing protection as part of the Scheme to facilitate the continued provision of insurance to the
owners of nuclear installations in the United Kingdom against the risk of damage to property from fire
or explosion caused by acts of terrorism. The Company is a mutual reinsurer and, as a private
company limited by guarantee, the Company does not have any share capital, so all capilal is retained
reserves.

The PRA made, on application of the Company, a direction in December 2015 under section 138A of
the Financial Services and Markets Act 2000 which replaces the Company's previous waiver. The
effect of the direction is that, inter alia, the Company’s capital resources requirement is zero.

This waiver expires on 31 December 2025.

The Company does not consider operational or accounting risks as a result of interest rate benchmark
reform to have a material impact of it's Capital Management.

Since the inception of the Company, no claims have been incurred. However, the investment strategy
is predicated on the basis that should such an event occur, all the investment funds could be realised
within 2 working days.

Falr value estimation
For financial instruments held at fair value, the Company discloses fair value measurements by Level
of the following fair value measurement hierarchy:

Level 1: The unadjusted quoted price in an active market for identical assets or liabilities that the entity
can access at the measurement date.

Level 2: Inputs other than quoted prices included within Level 1 that are observable (i.e. developed
using market data) for the asset or liability, either directly or indirectly.

Level 3: Inputs are unobservable (i.e. for which market data is unavailable) for the asset or liability.

All financial instruments held are classed as Level 1.
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6 Particulars of business
The Company is authorised by the PRA to carry on in the United Kingdom general insurance business
classes 8 (fire and natural forces) and 16 (miscellaneous financial loss) restricted to reinsurance
business only. All transactions relate to ongoing business. Gross premiums written by the Company in
2021 totalled £40k (2020: £877k).

Under the Company's Retrocession Agreement with HM Government, 10% of the value of gross
premiums written incepted in the year Is payable as outwards reinsurance premiums to HM
Government. In 2022 this amounted to £4k (2021': £4k).

7 Expenses
a Net operating expenses . 2022 2021
£000s £000s
Administrative expenses (including Auditor's remuneration) 470 578
b Auditor's Remuneration 2022 2021
£000s £000s
Fees payable to the Company’s Auditors for the audit of the 30 27
Company's financial statements
Fees payable to the Company's Auditors for other services:
Audit-related assurance services 2 2
32 29
Fees are stated excluding VAT.
8 Employees and Directors
a Employees ‘2022 2021
£000s £000s
Wages and Salaries 89 124
Social security costs 12 15
101 139

The Company has a total of 2 part-time employees, CEO and CFO (2021 — 2 part-time employees).
These employees are also the Company's key management.

b Directors . 2022 2021
i ‘£000s £000s
The Directors' emoluments were as follows:
Aggregate emoluments .85 101

Emoluments are stated excluding VAT where applicable.

9 Investment return 2022 2021
£000s £000s
Investment income
Interest income on financial assets at fair value through profit and loss 297 12
2022 2021
£000s £000s

Investment expenses and charges

Interest payable on retrocession premiums (3) (4)
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10

11

12

Tax on profit on ordinary activities

The Company is a mutual and as such does nol pay corporation tax on its techniual result. Corporation

tax is however payable on its non-technical account.

United Kingdom corporation tax at 19% average rate (2021: 19%):
Current tax on income for the year
Tax on profil un ordinary activities

Factors affecting the tax charge for the year:

2022
£000s

53

53

2021
£000s

— 3
— 0

The tax assessed for the year Is higher (2021: lower) than the standard weighted rate of corporation

tax in the UK (19%) (2021:19%). The difference is explained below.

. - 2022
Non technical account £000s
Profit on ordinary activities before tax (139
2022
£000s
Profit on ordinary activities at standard weighted rate of corporation tax
in the UK of 19% (2021:19%) (26)
Balance on the technical account - not taxable 82
Other investment expenses - taxable (3)
Total current tax charge for the year .53
Other financlal investments 2022
£000s
Investments at fair value through profit or loss: )
Shares and other variable-yleld securities and units in unit trusts 32,051

Reconciliation of provision for unearned premiums

The reconciliation of opening and closing provision for unearned premiums is as follows:

2022
£000s
Gross
As at 1 January 21
Change in the gross provision for unearned premiums -2
As at 31 December 23
e
Reinsurers' share
As at 1 January 2
Change in the provision for unearned premiums, reinsurers' share -
As at 31 December 2

31

2021
£000s

21

=

2021
£000s

2021
£000s

637
(616)

63
(61)
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13 Creditors: amounts falling due after more than one year
2022 2021
£000s £000s
Retrocession payable to HM Goveriment on 31/3/23 (21: 31/3/22) 4 92
Retrocession payable to HM Government on 31/3/24 (21: 31/3/23) 4 4
Total 9 96
14 Other creditors including tax and soclal security 2022 2021
£000s £000s
Corporation tax 50 -
Other creditors - 10
50 10
15 Reconciliation of profit for the financial year to net cash Inflow from operating activities
2022 2021
£000s £000s
Profit for the financial year (192) 24
Adjustments:
Increase in reinsurers' share of technical provisions - 61
Decrease/(increase) in debtors (5) 11
Decrease/(increase) in other prepayments and accrued income 4 3
(Decrease) in provision for unearned premium 2 (618)
(Decrease) in creditors excluding taxation (142) (176)
Increasel/(decrease) in accruals and deferred income - 24 3
Tax on profit on ordinary activities 53 )
Investment income _ (297) (12)
Net cash inflow from operating activities 553 (705)
16 Reconciliation of movements in the Profit and Loss Account 2022 2021
£000s " £000s
Profit and loss account balance brought forward . 32,196 32,172
Profit for the financial year (192) 24
Profit and loss account balance carried forward 32,004 32,196
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17 Related party transactions ) )
All Members of the Company are offered Identical terms for all transactions with the Cempany.
Key management personnel and Directors' compensation are disclosed in total in Note 8.

18 Subsequent events
There have been no events since the year end.
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