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Report of the directors of the managing agent

The directors of Hardy (Underwriting Agencies) Limited (“HUA”) 

present their report for the year ended 31 December 2010.

This annual report is prepared using the annual basis of accounting 

as required by Statutory Instrument No. 1950 of 2008, the 

Insurance Accounts Directive (Lloyd’s Syndicate and Aggregate 

Accounts) Regulations 2008.

A separate report for the closed 2008 year of account is included 

from page 25.

The directors who served during the period were as follows:

Directors’ interests

None of the directors were members of the syndicate for any of 

the years of account under review.

Adrian Walker, the active underwriter of the syndicate has 

decided to retire and will formally stand down from the Board at 

the group’s annual general meeting on 17 May 2011. Subject to 

formal regulatory approval, Patrick Gage, the deputy underwriter, 

will succeed him.

Disclosure of information to the auditors

The directors who held office at the date of approval of this 

directors’ report confirm that, so far as they are each aware, 

there is no relevant audit information of which the syndicate’s 

auditors are unaware. Each director has taken all the steps that 

he or she ought to have taken as a director to make himself or 

herself aware of any relevant audit information and to establish 

that the syndicate’s auditors are aware of that information.

Auditor

The managing agent intends to reappoint KPMG Audit Plc as the 

syndicate auditor.

Principal activity and review of the business

The principal activity of the managing agent is underwriting 

general insurance and reinsurance business in the United 

Kingdom on behalf of the members of its two managed 

syndicates, 382 and 38Twenty. 

The result for the calendar year together with key performance 

ratios is shown below:

	 Non-executive directors	 Executive directors	

	 D P Mann (Chairman)	 R D Cruwys (appointed 23	 M J Simpson

	 R D Abbott	 February 2010) 	 M T A Sugden

	 B G Devereese	 P J Gage	 A J Walker

	 I E Ivory	 T P Griffin	 A D Williams

	 B S Thomas	 T Hutchings

		  B J Merry

		  2010	 2009

Gross premiums written (£m)     	 279.8	 238.1

Net premiums written (£m)         	 206.3	 183.8

Net premiums earned (£m)        	 191.9	 154.1

		

Profit for the year (£m)                	 14.2	 16.1

		

Claims ratio (%)                           	 55.9	 51.4

Expenses ratio (%)                      	 37.3	 39.4

Combined ratio (%)                      	 93.2	 90.8
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As regards the combined ratios, the claims element is the ratio 

of claims incurred net of reinsurance to earned premiums net of 

reinsurance and the expense element is the ratio of net operating 

expenses to earned premiums net of reinsurance, including 

gains and losses arising from changes in foreign exchange rates. 

The 2010 result has incurred a foreign exchange gain of £10.3m 

(2009: loss of £5.6m).

HUA is a wholly owned subsidiary of Hardy Underwriting Group 

plc (“HUG”).  Following the successful capacity offer to syndicate 

382’s third party capital providers during 2006, HUG provided 

100% of the capacity to the syndicate through its other principal 

subsidiary, Hardy Underwriting Limited (“HUL”), a corporate 

member of Lloyd’s.  

For the 2011 underwriting year of account, HUG will provide 

£277.5m of capacity and ARIG Capital Limited will provide 

£22.5m of the total capacity of £300m.

ARIG Capital Limited is a new corporate capital member at 

Lloyd’s formed by Hardy’s Bahraini joint venture partners, The 

Arab Insurance Group (ARIG).

HUL provided the entire capacity for syndicate 38Twenty, 

which commenced underwriting for the 2007 year of account, 

writing predominantly non-marine property insurance and  

treaty reinsurance.

Syndicate 38Twenty ceased underwriting at 31 December 

2008 and was merged into syndicate 382 for the 2009  

underwriting year.

Hardy Underwriting Bermuda Limited (“HUB”) is the ultimate 

parent company of HUA. 

Overall Profile

The majority of syndicate 382’s portfolio is short tail, which 

facilitates early analysis of underwriting performance.  The chart 

below shows the settlement ratio for each year of account as 

a percentage of net premium focusing on 2, 3, 5 years, and 

beyond: there is no major deterioration in the overall portfolio 

beyond the 3 year stage of development.
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At end 
of year

As at
31/12/20101	 2	 3	 4	 5	 6	 7	 8	 9		

 
1975		  65	 33	 51	 67	 69	 69	 70	 72	 73		  75	
1976		  10	 26	 40	 47	 50	 52	 54	 54	 54		  54	
1977		  13	 29	 43	 50	 53	 57	 58	 63	 63		  64	
1978		  22	 38	 59	 67	 68	 71	 73	 72	 72		  72	
1979		  37	 49	 65	 71	 76	 75	 76	 76	 76		  77	
1980		  38	 65	 78	 81	 83	 86	 85	 85	 86		  87	
1981		  32	 59	 71	 78	 79	 80	 80	 80	 80		  80	
1982		  38	 57	 68	 71	 72	 72	 72	 73	 73		  73	
1983		  40	 46	 58	 62	 64	 66	 67	 67	 68		  68
1984		  28	 40	 47	 48	 48	 49	 50	 50	 50		  51	
1985		  25	 45	 49	 52	 52	 52	 52	 52	 52		  53	
1986		  24	 36	 40	 41	 42	 43	 43	 43	 44		  44	
1987		  17	 40	 45	 48	 49	 49	 49	 49	 49		  50
1988		  21	 41	 48	 52	 54	 54	 55	 55	 56		  57
1989		  30	 56	 65	 78	 80	 83	 87	 87	 89		  89	
1990		  39	 64	 71	 80	 85	 88	 88	 91	 91		  92	
1991		  46	 58	 67	 68	 68	 68	 69	 70	 70		  70	
1992		  45	 71	 77	 80	 81	 81	 81	 82	 82		  82	
1993		  20	 46	 51	 53	 54	 55	 55	 56	 56		  56	
1994		  27	 48	 54	 57	 56	 57	 58	 58	 58		  58	
1995		  27	 48	 55	 57	 58	 58	 58	 58	 58		  58	
1996		  28	 52	 59	 62	 63	 63	 64	 64	 64		  64	
1997		  21	 43	 52	 55	 56	 56	 56	 56	 56		  56
1998		  64	 84	 93	 84	 86	 89	 90	 88	 88		  88
1999		  63	 89	 94	 82	 84	 86	 86	 86	 86		  85
2000		  46	 59	 67	 67	 67	 67	 67	 67	 67		  67
2001	 	 30	 47	 54	 58	 59	 60	 60	 59	 60	    60
2002	 	 13	 39	 48	 50	 51	 51	 51	 51	 51	 51		
2003	 	 17	 44	 51	 52	 54	 54	 53	 53			 
2004	 	 26	 54	 66	 70	 76	 73	 72				  
2005	 	 25	 50	 59	 62	 64	 63				  
2006	 	 11	 30	 46	 52	 56					   
2007	 	 8	 38	 49	 50						    
2008		  18	 40	 58
2009		  8	 40
2010		  19

The years 1975 to 1992 have been reinsured into Equitas with effect from January 1997.  No current records are kept of the development of those years. 
Accordingly the net settlement pattern may have changed from that reported above. 1992 & prior figures are not restated for rates of exchange fluctuations, 
1993 & post restated at the December 2010 rates of exchange.

Settlement as a percentage of net premium	 to 3 years development	 to 5 years development  	 Cumulative development to 31/12/2010
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Report of the directors of the managing agent continued

The syndicate is organised into four business units and  

underwrite across most of the major classes of short tail general 

insurance business. 

MARINE AND AVIATION 

OVERVIEW

The marine and aviation business unit embraces the traditional 

focus of the Hardy business, with Mervyn Sugden, the business 

unit manager, having underwritten for syndicate 382 since it was 

established in 1975.  The teams for both the marine and aviation 

elements of the portfolio demonstrate lead underwriting capability 

and a keen focus on profitability.   These market sectors are 

struggling in pricing terms currently, but growth in world trade and 

a reduction in available capital triggered by early aviation losses 

could see that situation change dramatically. 

Aviation

Competition in general remains fierce across the sector.  Once 

again it has been a difficult year for aviation insurers and in 

particular the airline market appears to have made a loss for the 

fourth consecutive year, though with little impact on the appetite 

of underwriters. Hardy’s involvement in airline has remained highly 

selective, taking advantage of the vertical placements which 

continue to show large variations in pricing, both above and below 

leaders’ terms.

The news is little better for general aviation where local capacity 

backed by treaties continues to be a threat to London based 

facultative underwriters. Again, in these conditions our hit rate 

on business quoted will be low but our principle is to write for 

profit not volume.  We remain confident in our strategy, but this 

does mean that income levels are likely to remain relatively modest 

during the current soft market.

Offsetting reduced income levels on the direct book, the account 

has diversified recently with the addition of an aviation treaty 

reinsurance account and for 2011 we have re-entered the satellite 

insurance market.   These accounts complement our existing 

writings, and given that they are at different points in their market 

cycle, offer some scope for future growth.

Cargo & Specie

Volumes in the cargo market have been affected by the recession 

in global economic activity, as well as by heavy pressure on rates.  

We are yet to see evidence of hardening in 2011 but remain 

optimistic for the rest of the year, despite tough competition from 

the US domestic market which tends to lack the rating discipline 

seen at Lloyd’s.

The specie book has had less rating pressure than cargo in 

2010, but economic conditions have coincided with some large 

loss activity.  For 2011, we are confident that rating levels will be 

maintained and indeed increased in poor performing areas. 

Marine

The marine hull account grew modestly in 2010, with an improved 

loss ratio compared to 2009 despite a very flat rating environment. 

Only risks with a poor claims record received the correction in 

terms that they deserved.  The shipping industry suffered badly 

from the effects of the recession, with many vessels either idle or 

laid up but last year there seems to have been a corresponding 

fall in claims.  Whilst this is welcome, we cannot assume that it 

will continue.

Despite a generally weak market, 2011 has seen even more new 

capacity and now rates are falling at least 5%. Unfortunately, we 

expect this softening in rates to get worse as the year progresses. 

We have had a successful start to 2011, building our account 

further into areas of lower claims activity and more than replacing 

any lost business. We intend to strengthen the account by 

continuing to develop the liability book and also by broadening 

further into other marine classes where we currently have  

little involvement.  

NON-MARINE PROPERTY 

OVERVIEW

This account comprises direct and facultative property and 

construction insurance of industrial and commercial risks (heavy 

industry, general manufacturing, commercial property portfolios), 

together with residential and small commercial risks. Large risks, 

including the construction and engineering account, are written on 

Gross premiums written for the 2010 & 2009 years of account
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a worldwide basis. Residential and smaller risks have been more 

focused on the UK, but a US book is now being developed along 

with a small amount of European business.

2010 provided challenging market conditions with downward 

pressure on rates on large commercial and industrial risks.  More 

positively, we have been able to continue to impose much needed 

rate increases on our homeowners business.

Our construction account, introduced in late 2009, has developed 

well and we have strengthened the team to ensure that we can 

deliver good service as the book grows.  We have been able to 

meet our income estimates despite a relatively slow start from 

our Middle East underwriting platform.   Hardy Arig Insurance 

Management (“HAIM”) is becoming established in the region, but 

rating is competitive. With a significant lead time in the placement 

of major contracts it is reasonable to expect the second year to 

deliver greater volumes.

Our direct and facultative book is generally written at high 

excess levels and, in combination with careful risk selection, this 

has resulted in a low level of claims activity notwithstanding the 

high level of natural catastrophe activity around the world.  The 

account is set to grow further, particularly in the US, following the 

recruitment of Ben Nicholls in our Bermuda office, where we will 

have the opportunity to underwrite business which would not 

normally come to Lloyd’s.

The direct property book, covering smaller businesses, has also 

developed into the US following the addition of a specialist facility 

underwriter to the team.  There continues to be satisfactory margin 

in the accounts targeted by Hardy and this will add further balance 

to the overall portfolio.

In the UK it remains a challenge to underwrite homeowners 

business profitably although our information portal, developed 

last year, will deliver significant management information benefits 

and allow us to target further rate increases on the specific areas 

where they are justified.  On average, increases will be 7.5% in 

2011.  Commercial business in the UK is performing satisfactorily 

and rates are stable, with increases normally only for business with 

recent loss activity.

Whilst the initial focus of Hardy’s Singapore platform has been the 

property treaty book, it is our intention to explore opportunities 

across all lines.   The non-marine property classes have huge 

potential as the economies in Asia continue to gather pace.

Competition looks set to be fierce in 2011, but our underwriters 

have demonstrated high levels of skill and discipline and with 

the dedication of Hardy’s support functions, in particular the risk 

and catastrophe modelling teams with whom we work on a daily 

basis, we are confident that we can continue to deliver satisfactory 

margins and significant growth.

SPECIALTY LINES 

OVERVIEW

This business has grown significantly over the last two years 

and continues to provide considerable diversification to Hardy’s 

overall risk profile. The key areas are shown in the table. With the 

exception of the political risks account and scheme business the 

rating environment in 2010 has been disappointing, though we 

still expect to produce a good profit.

Accident and health

This has become a more significant part of the business unit 

with the continued development of a profitable coverholder 

relationship, focusing on international risks.   The account 

includes general personal accident, sports, medical expense and 

a limited book of PA catastrophe exposures.  We have employed 

a dedicated underwriter to oversee the facility and we expect 

further profitable growth in 2011.

Financial institutions

The financial institutions market saw an increase in capacity at 

the start of 2010 which led to pressure on rating at a time when 

there has been a greater level of claims activity, mainly as a result 

of the credit crunch. Against this backdrop we have succeeded 

in maintaining the level of income for 2010, principally through 

new opportunities in the first party fidelity element of the book 

which continues to form the main focus of the account. We do 

not foresee any prospect of a change in underwriting conditions 

for the next twelve months and our underwriting philosophy 

remains unchanged.

Terrorism

The market for this class has continued to expand and become 

more competitive despite significant losses sustained by some 

market players from the events in Bangkok last May.   Hardy 

incurred minimal losses from this event and we have again 

enjoyed a good year. Our position remains strong as a lead 

or support market in most territories and we continue to have 

appetite for the specialist countries as well as for the mainstream 

of the commodity sector. 

Political risks

During 2010 the political risk and trade credit account achieved 

good growth through increased activity not only from its 

established clients but also from a number of new prospects. 

Improved rating conditions in the trade sector were countered 

by softening terms and conditions in contract frustration and 

significant rate reductions for confiscation placements. In the 

meantime the number of new claims notifications to the market 

has returned to normal historic levels whilst a significant number 

of the claims advised in late 2008 and during 2009 have still to 

be resolved.  We have come through a difficult period without the 

significant claims activity many have suffered and are well placed 

to grow during 2011.
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Special Risks and Schemes

We continue to see significant profitable premium growth in this 

area.  We have forged strong relationships with producers over 

a number of years and this is now beginning to show meaningful 

income with non volatile results, from our scheme business, which 

is primarily related to mobile phones.  We have participated in the 

Kidnap and Ransom class for a number of years through facilities 

but commencing in 2011 we have employed a specialist team 

to underwrite a more significant account, mainly through Hardy’s 

new operation in Guernsey but also directly into the syndicate.  

The class has traditionally delivered above average returns to the 

Lloyd’s market and we expect to grow the book considerably 

as the demand for the product grows in an increasingly  

uncertain world.

PROPERTY TREATY

OVERVIEW

The property treaty (reinsurance) account generates most of the 

catastrophe exposures underwritten by the Group.   Business 

is underwritten from London, Bermuda and Singapore.   The 

account is atypical as compared to the average Lloyd’s property 

treaty catastrophe portfolio which is approximately two thirds US 

orientated.   The account is protected with significant amounts 

of reinsurance, particularly in the form of long-standing quota  

share treaties. 

As a leading international reinsurer, 2010 was a most testing 

year, the worst since 1999 for international losses. Our account 

was impacted to varying extents by a succession of large 

events, most notably the Maule Earthquake (Chile) in February, 

Melbourne and Perth Hailstorms (Australia) in March, and the 

Christchurch Earthquake (New Zealand) in September. 

This frequency of events brought to an end a period of high 

profitability for the international account. Lessons have been 

learned from the year’s experience and we are certain that the 

re-underwriting that has been implemented will quickly allow 

the account to, once again, make a significant contribution to 

the Group’s bottom line.  Our recent experience in some early 

2011 events, notably the Brisbane Floods and Cyclone Yasi 

in Australia, has already shown the benefit of re-positioning 

the portfolio and we do not, therefore, expect these losses 

to have a material impact on us. Unfortunately, as the main 

renewal date for New Zealand is mid-year, we have not, yet, 

had the opportunity to fully re-underwrite our portfolio there. 

Nevertheless, we reduced our overall exposure at year end so 

that, at this early stage, we anticipate that our loss emanating 

from the February Christchurch earthquake should not be larger 

than that incurred in September 2010. It is worth re-iterating that 

we do not reinsure the Government fund (EQC), our portfolio 

is predominantly residential and that we have more extensive 

reinsurance protection going forward.

Fortunately, the apocalyptic predictions for the hurricane season 

failed to materialise and, as a consequence, our US and 

Caribbean books of business performed strongly. Similarly, the 

key international portfolios, UK and Japan, had another good year. 

The overall portfolio benefited, too, from the continued robust 

performance of the pro rata and risk excess accounts, together 

with the further development of our Japanese Kyosai book, 

predominantly household contents business together with 

a growing internet-based product range, produced through 

schemes, with limited natural peril exposure.  Our crop account 

also contributed a modest profit. The latter is an area that has 

potential for development and, in this connection, Dominic 

Oldridge, a recognised leader of crop business, joined the team 

in November to oversee the expansion of this area of our book.

Property catastrophe rates continue to offer a sufficient margin 

but competition is, generally, increasing as the market remains 

awash with capital.  Consequently, our margin has been slightly 

eroded at the 1st January 2011 renewals, other than on loss-

affected accounts where substantial increases have been 

achieved. Exposures in certain parts of the world (e.g. Australia, 

New Zealand and Central Europe) have been reduced in 

response to recent loss activity or rating levels or a combination 

of both.

Our Bermuda operation continues to gain traction and, over the 

last 12 months, the team has been successful in developing a 

small portfolio of carefully-selected clients, with steady overall 

progress. Results, to date, have exceeded expectations.

A significant development during 2010 was the commencement 

of underwriting by Hardy Underwriting Asia Pte Limited in 

Singapore in December. The principal focus is property treaty 

business emanating from Asia (excluding Japan) although it 

is hoped to expand into other lines in the future. Richard Lim 

and his team have an excellent reputation and initial signs are  

most encouraging. 

ANALYSIS OF RESULT

The contribution to the 2010 result from each of the syndicate’s 

business units’ is shown below.

	 £m

Marine and aviation	 20.7

Non-marine property	 7.3

Specialty lines	 17.3

Property treaty	 (31.1)

Profit for the financial year	 14.2

REINSURANCE

Our policy is to write for gross underwriting profit and to purchase 

reinsurance only where necessary to facilitate a meaningful line 

size or to protect against potential accumulations of exposure.

Reinsurance is purchased on both a pro-rata and excess of 

loss basis, but with minimal use of facultative reinsurance.  No 

financial or off balance sheet reinsurance is purchased.

The syndicate has a policy of only buying reinsurance from 

entities with a rating of A- or above and at the time of writing 

has no material exposure to bad debt. Where we deviate from 
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that position additional security is normally provided in the form 

of letter of credit.

Exposure to reinsurance credit risk may increase over time 

because the syndicate’s evolving catastrophe profile may require 

a greater level of reinsurance buying than has historically been the 

case.  The management of this risk, through the selection of high 

quality security and control over the reinsurance recovery process, 

remains a key focus for the syndicate and is designed to ensure 

that the residual risk to the balance sheet remains low.

INVESTMENT PERFORMANCE

Investment returns have contributed £1.2m (2009:£1.9m) to the 

result during 2010.The investment objective is to invest funds in 

a manner calculated to maximise return within agreed restraints 

and in line with policies approved by the agency board.   In 

consideration of this policy, portfolios are predominantly invested 

in short-term, high quality fixed income securities.  The investment 

managers have been instructed to invest for the highest total 

return consistent with maintaining adequate liquidity and security. 

The managers have discretion to invest in private sector securities 

for a limited proportion of the portfolio and within diversity limits 

for individual credits. Limiting the target duration of the overall 

portfolio controls the exposure of the investments to adverse price 

conditions and continues to reflect the syndicate’s philosophy of 

aiming to maximise investment returns by adjusting the asset mix 

to match risk appetite.

INVESTMENT REPORT

The economic recovery that had started in the second half of 2009 

in the major western economies continued through 2010.  Central 

banks made no change to their benchmark rates during the year, 

with the exception of the Bank of Canada which raised its rate from 

0.25% to 1% in three 25bp steps.  At the start of the year central 

banks were winding down some of the extraordinary measures 

that had been introduced during the economic crisis, but some 

back-tracking occurred later in the year.  The US Federal Reserve 

reopened its quantitative easing programme, concerned that 

unemployment remained stubbornly high and underlying inflation 

low relative to levels that the committee judged to be consistent 

with its dual mandate.  The European Central Bank (ECB) faced 

with increasing pressure on the banks and government bond 

markets of a number of its members, reintroduced some special 

liquidity measures and embarked on the outright purchase of 

Euro government bonds.   The bond markets of a number of the 

Euro-zone members significantly under-performed as concerns 

heightened about their ability to bring budget deficits under control 

and the possibilities of default or restructuring.  Two countries, 

Greece and Ireland, were forced to seek rescue packages, 

financed by the EU and the IMF, during the year.  With government 

bond yields at historic lows and equity markets continuing to 

improve credit spreads tightened throughout most of the year and 

a significant number of borrowers took advantage of the attractive 

borrowing levels to issue long-term debt. With expectations of 

interest rate increases put back, government bond yields in the 

US, UK and core Europe fell and the yield curves out to five 

years flattened. As such bond market returns were higher than 

implied at the start of the year as continued economic uncertainty 

pushed bond yields lower. Some of these returns were given up 

in November and December, following stronger than expected 

economic data in the US.

The syndicate’s investment returns were at the top end of 

estimates made at the beginning of 2010, largely driven by falling 

yields and the above average exposure to spread products in  

all portfolios.

Net cash-flows in invested portfolios were positive over the year, 

having a positive impact on total investment earnings. The overall 

calendar year investment yield is shown below.

	 Average balance	 Return	 Return 

	 £’000	 %	 £’000

Sterling	 27,743	 1.49	 412

Euros	 14,937	 1.23	 184

US dollars	 78,938	 0.70	 555

Canadian dollars	 8,723	 0.76	 66

Japanese Yen	 18,306	 0.02	 4

	 148,647	 0.82	 1,221

Investment expenses 

and changes	 	 	 (26)

			 

	 148,647	 0.82	 1,195

OUTLOOK

The outlook for investment returns in 2011 is poor.  Low absolute 

bond yields limit the ability to generate investment income and 

capital losses are very possible given the potential for rising bond 

yields. This is particularly true of US Dollar portfolios with two year 

US Treasuries yielding less than 0.65%.  Some cushion is available 

from the extra yield available in Corporate bonds, and other 

‘spread’ products, but even this is limited following the contraction 

of credit spreads during 2010.   The outlook for corporate bonds 

in 2011 is likely to remain favourable.  Although spreads have 

tightened considerably, with spreads in some sectors back to 

pre-credit crisis levels, there is unlikely to be any general spread-

widening over the coming year.  Corporate profits have been 

increasing, major economies are likely to continue to recover, albeit 

with sub-potential growth, and longer-term finance is available 

through the bond markets at historically attractive rates.  Default 

rates have fallen sharply, and rating downgrades have slowed 

markedly.  Portfolio exposure to such instruments is likely to remain 

high, and may increase where possible.  

Sovereign risk has increased throughout 2010 due to ballooning 

budget deficits, uncertain economic outlooks and the threat of 

contagion from weaker peripheral countries. This has created a 

more multilateral pricing structure, particularly in Europe, where 

risk is both systemic and specific. Opportunities may arise due to 

relative pricing differentials and risk evaluation.

The potential for capital losses through yield increases means 

that portfolios will likely be maintained with a short duration 

bias in the medium term, with tactical variations. This policy is 

unlikely to change in the short-term as the investment objectives 
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are currently biased towards protecting the portfolio against 

unnecessary losses. 

FOREIGN CURRENCY EXPOSURE

The syndicate underwrites across most major foreign currencies, 

with a significant concentration in US dollar denominated business.  

During each underwriting year, currency balances may be sold to 

meet syndicate and member expenses, which are denominated 

in Sterling.

In the past, underwriting profits in currency have been generated 

in a similar proportion to inwards premiums.  We have elected 

to distribute US dollar profits in currency rather than convert to 

sterling prior to distribution.  Any profits generated in Canadian 

dollars and Euros are to be distributed in Sterling.

Currency hedging activity and forward selling of dollars is 

undertaken, in respect of the share of syndicate dollar profits 

attributable to the syndicate’s overall result.

As noted in the Business Overview section above, the syndicate 

has suffered catastrophe losses in Australia and New Zealand. As 

all these losses are payable in Sterling the syndicate purchased 

Australian and New Zealand Dollars to hedge its exchange 

exposure to these losses.

Syndicate operating expenses

HUA charges a fixed fee of 0.75% of allocated capacity, with 

all expenses borne by HUA being apportioned between the 

managing agent and the syndicate to reflect the benefit obtained 

by each party.

The terms of the agent’s remuneration are as follows.

a)	 annual fee: 0.75% of premium capacity limit;

b)	 Profit commission: 17.5%.

Results

We are pleased to maintain our unbroken record of profitability 

with the closure of the 2008 year of account with a 16.4% return 

on capacity.  

The result for the 2010 calendar year is a profit of £14,170,000. 

The comparative profit for 2009 was £16,063,000.

The following table shows how profits from each of the underlying 

years of account have contributed to the calendar year result.

	 Year ending	 Year ending	

	 31 December	 31 December

Year of account	 2010	 2009

	 £’000	 £’000

2010 / 2009	 (10,996)	 13,417

2009 / 2008	 10,517	 387

2008 / 2007 and prior years	 14,649	 2,259	

		

	 14,170	 16,063

By order of the Board

T Hutchings

Secretary

London

16 March 2011
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Statement of managing agent’s responsibilities

The managing agent is responsible for preparing the syndicate 

annual report and accounts in accordance with applicable law 

and regulations.

Insurance Accounts Directive (Lloyd’s Syndicate and Aggregate 

Accounts) Regulations 2008 require the managing agent to 

prepare the syndicate annual accounts at 31 December each 

year in accordance with UK accounting standards and applicable 

law (UK Generally Accepted Accounting Practice). The annual 

accounts are required by law to give a true and fair view of the 

state of affairs of the syndicate as at that date and of its profit or 

loss for that year.

In preparing the syndicate annual accounts, the managing agent 

is required to:

l	 select suitable accounting policies which are applied  

	 consistently, subject to changes arising on the adoption of  

	 new accounting standards in the year;

l	 make judgements and estimates that are reasonable  

	 and prudent; 

l	 state whether applicable accounting standards have been  

	 followed, subject to any material departures disclosed and  

	 explained in the annual accounts; and

l	 prepare the annual accounts on the basis that the syndicate  

	 will continue to write future business unless it is inappropriate  

	 to presume that the syndicate will do so.

The managing agent is responsible for keeping proper accounting 

records which disclose with reasonable accuracy at any time the 

financial position of the syndicate and enable it to ensure that the 

syndicate annual accounts comply with the 2008 Regulations. It 

is also responsible for safeguarding the assets of the syndicate 

and hence for taking reasonable steps for prevention and 

detection of fraud and other irregularities.

The managing agent is responsible for the maintenance and 

integrity of the corporate and financial information included on 

the website. Legislation in the UK governing the preparation and 

dissemination of financial statements may differ from legislation 

in other jurisdictions.
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Independent auditor’s report to the member of syndicate 382

We have audited the syndicate 382 annual accounts for the 

year ended 31 December 2010, as set out on pages 11 to 24.  

The financial reporting framework that has been applied in their 

preparation is applicable law and UK Accounting Standards (UK 

Generally Accepted Accounting Practice).

This report is made solely to the member of the syndicate, as 

a body, in accordance with the Insurance Accounts Directive 

(Lloyd’s Syndicate and Aggregate Accounts) Regulations 2008.  

Our audit work has been undertaken so that we might state to 

the syndicate’s member those matters we are required to state 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 syndicate’s member as a body for our 

audit work, for this report, or for the opinions we have formed.  

Respective responsibilities of the Managing 

Agent and the auditor  

As explained more fully in the Statement of Managing Agent’s 

Responsibilities set out on page 9, the Managing Agent is 

responsible for the preparation of syndicate annual accounts which 

give a true and fair view.  Our responsibility is to audit, and express 

an opinion on, the syndicate annual accounts in accordance with 

applicable law and International Standards on Auditing (UK and 

Ireland).  Those standards require us to comply with the Auditing 

Practices Board’s (APB’s) Ethical Standards for Auditors.

Scope of the audit of the syndicate annual 

accounts

A description of the scope of an audit of accounts is provided 

on the APB’s website at www.frc.org.uk/apb/scope/private.cfm .

Opinion on syndicate annual accounts

In our opinion the annual accounts:

l	 give a true and fair view of the syndicate’s affairs as at  

	 31 December 2010 and of its profit for the year then ended;

l	 have been properly prepared in accordance with UK  

	 Generally Accepted Accounting Practice; and 

l	 have been prepared in accordance with the requirements  

	 of the Insurance Accounts Directive (Lloyd’s Syndicate and  

	 Aggregate Accounts) Regulations 2008.

Opinion on other matter prescribed by the 

Insurance Accounts Directive (Lloyd’s Syndicate 

and Aggregate Accounts) Regulations 2008

In our opinion the information given in the Managing Agent’s 

Report for the financial year in which the annual accounts are 

prepared is consistent with the annual accounts.

Matters on which we are required to report by 

exception

We have nothing to report in respect of the following matters 

where the Insurance Accounts Directive (Lloyds’s Syndicate and 

Aggregate Accounts) Regulations 2008 require us to report to 

you if, in our opinion:

l	 the managing agent in respect of the syndicate has not kept  

	 adequate accounting records; or

l	 the syndicate annual accounts are not in agreement with the  

	 accounting records; or

l	 we have not received all the information and explanations we  

	 require for our audit.

Salim Tharani (Senior Statutory Auditor)

For and on behalf of KPMG Audit Plc, Statutory Auditor

Chartered Accountants  

London

16 March 2011 
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Profit and loss account: technical account 
for the year ended 31 December 2010

	 	 Notes	 2010	 2009

	 	 	 £’000	 £’000

Gross premiums written	 3	 279,810	 238,078

Outward reinsurance premiums	 	 (73,483)	 (54,278)

Net premiums written	 	 206,327	 183,800

			 

Change in the provision for unearned premiums				  

	 Gross amount		  (22,823)	 (42,417)

	 Reinsurers’ share		  8,423	 12,712

Change in the net provision for unearned premiums		  (14,400)	 (29,705)

			 

Earned premiums, net of reinsurance		  191,927	 154,095		

	

Allocated investment return transferred from the non-technical account		  1,195	 1,910		

	

Claims incurred, net of reinsurance 	

Claims paid				  

	 Gross amount		  (112,960)	 (64,885)

	 Reinsurers’ share		  32,563	 10,814

Net claims paid	 	 (80,397)	 (54,071)

Change in the provision for claims			 

	 Gross amount		  (53,700)	 (38,045)

	 Reinsurers’ share		  26,794	 12,882

Change in the net provision for claims		  (26,906)	 (25,163)

Claims incurred, net of reinsurance	 4	 (107,303)	 (79,234)

Net operating expenses	 3,5	 (71,649)	 (60,708)

			 

Balance on the technical account		  14,170	 16,063
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Profit and loss account: non-technical account 
for the year ended 31 December 2010

	 	 Note	 2010	 2009

	 	 	 £’000	 £’000

Balance on the technical account		  14,170	 16,063

Investment income	 8	 1,925	 2,323

Unrealised (losses) on investments	 	 (704)	 (346)

Investment expenses and charges		  (26)	 (67)

Allocated investment return transferred to technical account		  (1,195)	 (1,910)

				  

Profit for the financial year		  14,170	 16,063

All operations relate to continuing activities.

There are no recognised gains or losses in the accounting period other than those dealt with in the technical and non-technical 

accounts, so no statement of total recognised gains and losses has been presented.
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Balance sheet: assets
at 31 December 2010

	 	 Notes	 2010	 2009

	 	 	 £’000	 £’000

Investments				  

Financial investments	 9	 75,073	 87,015

				  

Reinsurers’ share of technical provisions				  

Provision for unearned premiums		  26,418	 17,995

Claims outstanding		  69,661	 41,845

			   96,079	 59,840

Debtors	 10		

Debtors arising out of direct insurance operations		  36,275	 24,966

Debtors arising out of reinsurance operations		  80,894	 61,785

Other debtors		  1,172	 517

			   118,341	 87,268

Debtors due after one year		

Debtors arising out of direct insurance operations		  42	 10

Debtors arising out of reinsurance operations                                                      		  76	 5

			   118	 15

Other assets				  

Cash at bank and in hand		  50,375	 23,691

Overseas deposits	 11	 33,733	 34,526

			   84,108	 58,217

Prepayments and accrued income				  

Accrued interest	 	 56	 30

Deferred acquisition costs		  32,444	 29,278	

Other prepayments and accrued income		  247	 -

		  	 32,747	 29,308

				  

Total assets		  406,466	 321,663
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Balance sheet: liabilities 
at 31 December 2010

	 	 Notes	 2010	 2009

	 	 	 £’000	 £’000

Capital and reserves			 

Member’s balances	 12	 13,862	 19,677

Technical provisions			 

Provision for unearned premiums		  134,510	 111,687

Claims outstanding		  208,857	 152,287

			   343,367	 263,974

				  

Creditors	 10		

Creditors arising out of direct insurance operations		  1,690	 3,432

Creditors arising out of reinsurance operations		  41,035	 26,378

Other creditors		  6,336	 7,852

			   49,061	 37,662

Creditors due after one year				  

Creditors arising out of reinsurance operations                                                                        		  176	 350

Total liabilities		  406,466	 321,663

				  

The financial statements on pages 11 to 24 were approved by the Board of Hardy (Underwriting Agencies) Limited on 16 March 2011 

and signed on its behalf by 

A J Walker

Director

16 March 2011
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Statement of cash flows
for the year ended 31 December 2010

	 	 Notes	 2010	 2009

	 	 	 £’000	 £’000

Profit for the financial year	 	 14,170	 16,063

Unrealised investment and foreign exchange (gains) / losses	 	 (4,122)	 11,437

Increase in technical provisions		  43,155	 47,765

(Increase) in debtors	 	 (34,616)	 (31,757)

Increase in creditors		  11,225	 8,738

Net cash inflow from operating activities		  29,812	 52,246

				  

Transfer to members in respect of underwriting participations	 	 (19,985)	 (18,704)

		  13	 9,827	 33,542

Cash flows were invested as follows				  

Increase / (decrease) in cash holdings	 13	 24,568	 (14,495)

(Decrease) / increase in overseas deposits	 	 (3,254)	 29,917

Net portfolio investments	 14	 (11,487)	 18,120

				  

Net investment of cash flows		  9,827	 33,542
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Notes to the financial statements
for the year ended 31 December 2010

1.	B asis of preparation

These annual accounts have been prepared in accordance 

with the Insurance Accounts Directive (Lloyd’s Syndicate 

and Aggregate Accounts) Regulations 2008 and applicable 

Accounting Standards in the United Kingdom, and comply with 

the Statement of Recommended Practice on Accounting for 

Insurance Business in December 2006.

2.	A ccounting policies

The following principal accounting policies have been applied 

consistently in dealing with items which are considered material 

in relation to these financial statements.

Premiums written

Premiums written comprise premiums on contracts incepted 

during the financial year as well as adjustments made in the year 

to premiums written in prior accounting periods.  Premiums are 

shown gross of brokerage payable and exclude taxes and duties 

levied on them.   Estimates are made for pipeline premiums, 

representing amounts due to the syndicate not yet notified. 

Unearned premiums

Written premiums are recognised as earned according to the 

risk profile of the policy.   Unearned premiums represent the 

proportion of premiums written in the year that relate to the 

unexpired period of policies in force at the balance sheet date, 

calculated on the basis of established earnings patterns or time 

apportionment as appropriate.  

Reinsurance premium ceded

Outwards reinsurance premiums are accounted for in the same 

accounting period as the premiums for the related direct or 

inwards business being reinsured.

Claims provisions and related recoveries

Gross claims incurred comprise the estimated cost of all 

claims occurring during the year, whether reported or not, 

including related direct and indirect claims handling costs and 

adjustments to claims outstanding from previous years.

The provision for claims outstanding is assessed on an individual 

case basis and is based on the estimated ultimate cost of all 

claims notified but not settled at the balance sheet date, together 

with the provision for related claims handling costs.  

The provision also includes the estimated cost of claims 

incurred but not reported (‘IBNR’) at the balance sheet date.  

The methods used to determine the IBNR generally involve the 

use of projections using past experience of the development 

of claims over time, to form a view of the likely ultimate claims 

experience for more recent underwriting, having regard to 

variations in the business accepted and in underlying terms and 

conditions.  For the most recent years, where a higher degree 

of volatility arises from projections, estimates may be based in 

part on output from rating and other models of the business 

accepted and assessments of underwriting conditions.   The 

amount of salvage and subrogation recoveries is separately 

identified and, where material, reported as an asset.

The reinsurers’ share of provisions for claims is based on 

the amounts of outstanding claims and projections for IBNR, 

net of estimated irrecoverable amounts, having regard to the 

reinsurance programme in place for the class of business, the 

claims experience for the year and the current security rating 

of the reinsurance companies involved.  A number of statistical 

methods are used to assist in making these estimates.

The two most critical assumptions as regards claims provisions 

are that the past is a reasonable predictor of the likely level 

of claims development and that the rating and other models 

used for current business are fair reflections of the likely level of 

ultimate claims to be incurred.

The directors consider that the provisions for gross claims and 

related reinsurance recoveries are fairly stated on the basis of 

the information currently available to them.  The ultimate liability 

will, however, vary as a result of subsequent information and 

events and this may result in significant adjustments to the 

amounts provided.  Any adjustments to the amounts of claims 

provisions established in previous years are reflected in the 

financial statements in the period in which the adjustments 

are made.  The methods used, and the estimates made, are 

reviewed regularly.

Unexpired risks provision

A provision for unexpired risks is made where claims and 

related expenses, arising after the end of the financial period in 

respect of contracts entered into before that date are expected 

to exceed the unearned premiums and premiums receivable 

under these contracts, after the deduction of any acquisition 

costs deferred.

The provision for unexpired risks is calculated by reference to 

classes of business which are managed together, after taking 

into account relevant investment return.

Acquisition costs

Acquisition costs, comprising commission and other costs 

related to the acquisition of new insurance contracts, are 

deferred to the extent that they are attributable to premiums 

unearned at the balance sheet date.
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Foreign currencies

Transactions in US dollars, Canadian dollars, Euros and Yen 

are translated at the average rates of exchange for the period.  

Underwriting transactions denominated in other foreign 

currencies are included at the rate of exchange ruling at the 

date on which the transaction is processed.

Monetary assets and liabilities denominated in foreign currencies 

are translated at the rate of exchange ruling at the balance 

sheet date. Non-monetary assets and liabilities are translated at 

the exchange rate applicable to the historical transaction date.  

Unearned premium reserves and deferred acquisition costs are 

treated as non-monetary items.

Exchange differences are included in the technical account.

The following currency exchange rates have been used for 

principal foreign currency transactions:

	 2010	 2010	 2009	 2009

	 Year-end 	 Average	 Year-end	 Average

	 rate  	 rate	 rate 	 rate

Euro	 1.17	 1.17	 1.13	 1.12

US dollar	 1.57	 1.55	 1.61	 1.57            

Canadian dollar	 1.56	 1.59	 1.69	 1.78

Japanese Yen	 126.98	 135.52	 150.34	 146.56

Investments

Investments are stated at current value at the balance sheet 

date.  For this purpose, listed investments are stated at market 

value and deposits with credit institutions and overseas 

deposits are stated at cost.

Investment return

Investment return comprises all investment income, realised 

investment gains and losses and movements in unrealised gains 

and losses, net of investment expenses, charges and interest.

Realised gains and losses on investments carried at market 

value are calculated as the difference between actual sale 

proceeds and either the valuation at the previous balance sheet 

date, or purchase price if acquired during the year.  Unrealised 

gains and losses on investments represent either the difference 

between the valuation at the balance sheet dates, or purchase 

price if acquired during the year.

Investment return is initially recorded in the non-technical 

account.  Investment return is wholly allocated to the technical 

account as all investments relate to the technical account.

Operating expenses 

Where expenses are incurred by or on behalf of the managing 

agent for the administration of managed syndicates, these 

expenses are apportioned using varying methods depending 

on the type of expense.  Expenses which are incurred jointly for 

the agency company and managed syndicates are apportioned 

between the agency company and the syndicates depending 

on the amount of work performed, resources used and the 

volume of business transacted.

Taxation 

Under Schedule 19 of the Finance Act 1993, managing agents 

are not required to deduct basic rate income tax from trading 

income.  In addition, all UK basic rate income tax (currently at 

20%) deducted from syndicate investment income is recoverable 

by managing agents and consequently the distribution made to 

the syndicate member is gross of tax.  Capital appreciation falls 

within trading income and is also distributed gross of tax.

No provision has been made for any United States Federal 

Income Tax payable on underwriting results or investment 

earnings.  Any payments on account made by the syndicate 

during the year are included in the balance sheet under the 

heading ‘other debtors’.

No provision has been made for any overseas tax payable by 

the member on underwriting results.

Profit commission

Profit commission within these financial statements is charged 

by the managing agent at a rate of 17.5% of profit subject to 

the operation of a deficit clause.  
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Notes to the financial statements continued
for the year ended 31 December 2010

3.	 Segmental analysis

An analysis of the underwriting result before investment return is set out below. 

Year ended 31 December 2010	 	 Gross 	 Gross		 Gross		 Net		 Reinsurance		 Total

	 	 	 	 written 	 premiums		 claims		 operating		 balance

				    premiums 	 earned	 	 incurred	 	 expenses		

	 	 	 	 £’000		 £’000		 £’000		 £’000		 £’000		 £’000

Direct insurance

Accident and health		  5,246		 3,643		 (2,355)	 (1,954)	 (87)	 (753)

Motor (third party liability)	 	 32		 29		 (12)	 (9)	 -	 8

Motor (other classes)	 	 (170)		  (170)		  169	 230	 58	 287

Marine, aviation and transport	 	 35,725		 36,074		 (10,207)		  (10,348)		  (4,654)		  10,865

Fire and other damage to property		  62,805		 50,830		 (21,685)		  (16,920)		  (3,965)		  8,260

Third party liability	 	 9,704		 8,593		 (4,638)		  (1,626)		  (1,786)		  543

Pecuniary loss		  5,875		 19,133		 (681)		  (10,008)	 3,530		 11,974

Total direct		  119,217		 118,132		 (39,409)		  (40,635)	 (6,904)		  31,184

Reinsurance		  160,593		 138,855		 (127,251)		  (31,014)	 1,201		 (18,209)

Total			  279,810		 256,987		 (166,660)	 (71,649)	 (5,703)		  12,975

Year ended 31 December 2009	 Gross 	 Gross	 Gross	 Net	 Reinsurance	 Total

	 	 	 written 	 premiums	 claims	 operating	 balance

			   premiums 	 earned	  incurred 	 expenses		

	 	 	 £’000	 £’000	 £’000	 £’000	 £’000	 £’000

Direct insurance						  

Accident and health	 	 6,467		 5,349		 (3,448)	 (1,649)	 254		 506

Motor (third party liability)	 	 761		 700		 (1,109)	 (194)	 (3)	 (606)

Motor (other classes)	 	 3,046		 2,800		 (4,437)	 (777)	 (13)	 (2,427)

Marine, aviation and transport	 	 28,948		 28,169		 (18,142)	 (7,382)	 1,032		 3,677

Fire and other damage to property	 	 49,721	 37,387		 (11,874)	 (12,678)	 (6,828)	 6,007

Third party liability	 	 1,138		 635		 (111)	 (290)	 (32)	 202

Pecuniary loss	 	 12,825		 11,466		 (12,362)	 (3,270)	 2,707	 (1,459)

Total direct	 	 102,906		 86,506		 (51,483)	 (26,240)	 (2,883)	 5,900

						   

Reinsurance	 	 135,172		 109,155		 (51,447)	 (34,468)	 (14,987)	 8,253

Total			  238,078		 195,661		 (102,930)	 (60,708)	 (17,870)	 14,153

All underwriting contracts were concluded in the UK.

With effect from 1 January 2009, syndicate 382 commenced underwriting business that had previously been written by syndicate 

38Twenty, which is also managed by HUA.
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4.	C laims outstanding

The release of claims provisions brought forward in respect of 2009 and prior years, compared with payments and provisions for 

those years as at 31 December 2010, amounted to £17,583,000 (2008: £6,273,000).

The release has been generated from the following lines of business: 

			   2009 and 	 2008 and

			   prior years	 prior years

	 	 	 £’000	 £’000

Marine & aviation 		  13,004	 567

Non–marine property	 	 (1,329)	 3,855

Specialty lines		  3,073	 1,352

Property treaty		  2,835	 499

				  

			   17,583	 6,273

5.	N et operating expenses

			   2010	 2009

	 	 	 £’000	 £’000

				  

Commissions		  58,851	 44,451

Other acquisition costs	 	 8,223	 5,724

Change in deferred acquisition costs		  (3,167)	 (7,900)

Administrative expenses		  18,090	 12,804

(Profit) / loss on exchange	 	 (10,348)	 5,629

				  

			   71,649	 60,708

				  

			   2010	 2009

	 	 	 £’000	 £’000

				  

Administrative expenses include auditor’s remuneration in respect of audit services  of:	 	 95	 80

Members’ standard personal expenses are included within administrative expenses.

6.	 Staff members and costs

All staff are employed by HUA.  The following expenses were incurred in respect of services provided to the syndicate.

	

			   2010	 2009

	 	 	 £’000	 £’000

				  

Wages and salaries		  5,856	 4,959

Social security costs		  1,007	 859

Other pension costs		  1,214	 1,047

				  

			   8,077	 6,865

The average number of employees employed by the managing agent during the year was as follows.

			   2010	 2009

	 	 	 Number	 Number

				  

Underwriting activities	 	 44	 38

Management and administration		  58	 42

				  

			   102	 80
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Notes to the financial statements continued
for the year ended 31 December 2010

7.	Em oluments of the directors of Hardy (Underwriting Agencies) Limited

The directors of HUA received the following aggregate remuneration which was charged to the syndicate and included within net 

operating expenses.

		

				    2010	 2009

	 	 	 	 £’000	 £’000

				  

Fees			   45	 36

Emoluments			   1,900	 1,552

						    

				    1,945	 1,588

			 

				    2010	 2009

	 	 	 	 £’000	 £’000

			 

The active underwriter received emoluments of:	 	 	 350	 330

			 

8.	I nvestment income

				    2010	 2009

	 	 	 	 £’000	 £’000

			 

Income from investments			   2,868	 3,048

(Losses) on the realisation of investments	 	 	 (943)	 (725)

						    

				    1,925	 2,323

			 

9.	F inancial investments

		  Market 	 Cost	 Market	 Cost

		  value		  value	

		  2010	 2010	 2009	 2009

	 	 £’000	 £’000	 £’000	 £’000

			 

Debt securities and other fixed income securities	 74,364	 75,002	 87,015	 87,153

Loans secured by mortgage	 709	 711	 -	 -

		  75,073	 75,713	 87,015	 87,153

			 

Using Standard and Poor’s and Moody’s as rating sources, the credit ratings of the investments are shown below:

 

		  2010	 2010	 2009	 2009

	 	 £’000	 %	 £’000	 %

			 

Government / Government Agency	 46,451	 62	 67,215	 77

AAA / Aaa	 6,594	 9	 11,610	 13

AA / Aa	 9,021	 12	 5,747	 7

A		  9,216	 12	 2,443	 3

BBB	 3,791	 5	 -	 -

						    

		  75,073	 100	 87,015	 100
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Fair value measurement

The table below summarises the fair value hierarchy for the group in accordance with revised IFRS 7 – Financial Instruments: 

Disclosures.  

The levels of the fair value hierarchy are defined as follows:

Level 1 –	 fair values measured using quoted prices in active markets for identical instruments.  An active market is a market in which  

	 	 transactions for the instrument occur with sufficient frequency and volume on an ongoing basis such that quoted prices  

	 	 reflect prices at which an orderly transaction would take place between market participants at the measurement date.

Level 2 –	 fair values measured using directly or indirectly observable inputs or other similar valuation techniques for which all significant  

	 	 inputs are based on observable market data.

Level 3 – 	 fair values measured using valuation techniques for which significant inputs are not based on market observable data.

The group measures the fair value of its financial assets based on prices provided by investment managers who obtain market data 

from independent pricing services.  The pricing services used by the investment manager obtain actual transaction prices for holdings 

that have quoted prices in active markets.  For those securities which are not actively traded, the pricing services use common market 

valuation pricing models.  Observable inputs used in common market valuation pricing models include, but are not limited to, broker 

quotes, credit ratings, interest rates and yield curves, prepayment speeds, default rates and other such inputs which are available 

from market sources.

Included within Level 1 of the hierarchy are government bonds and treasury bills, which are measured using quoted prices.

Level 2 of the hierarchy includes Government agencies, supranationals and corporate securities.  The fair values of these assets are 

based on prices obtained from both investment managers and investment custodians as discussed above. The Group records the 

unadjusted price provided and validates the price through a number of methods, including a comparison of the prices provided by 

the investment manager with the investment custodian and the valuation used by external parties to derive fair value.

As at 31 December 2010				  

	

	 	 	 Level 1	 Level 2	 Level 3	 Total

	 	 	 £’000	 £’000	 £’000	 £’000

Financial assets:				  

	

Debt and fixed income	 29,952	 44,412	 -	 74,364

Loans secured by mortgage	 -	 709	 -	 709

			   29,952	 45,121	 -	 75,073

As at 31 December 2009				  

	

	 	 	 Level 1	 Level 2	 Level 3	 Total

	 	 	 £’000	 £’000	 £’000	 £’000

Financial assets:				  

	

Debt and fixed income	 38,968	 48,047	 -	 87,015
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Notes to the financial statements - continued
for the year ended 31 December 2010

10.	Debtors and creditors

All amounts are due within one year, unless disclosed separately on the face of the balance sheet.

11.	Overseas deposits

 

Overseas deposits are lodged as a condition of conducting underwriting business in certain territories.

12.	Reconciliation of member’s balances

		

				    2010	 2009

	 	 	 	 £’000	 £’000

				  

Member’s balances at 1 January			   19,677	 22,318

				  

Profit for the financial year	 	 	 14,170	 16,063

Payment of profits to the member	 	 	 (19,985)	 (18,704)

				  

Member’s balances at 31 December			   13,862	 19,677

				  

The ultimate result, and assets and liabilities attributable to the member are assessed by reference to the policies incepting in that 

year of account.

13.	Movement in opening and closing portfolio investments net of financing	

				    2010	 2009

	 	 	 	 £’000	 £’000

				  

Net cash inflow / (outflow) for the year	 	 	 24,568	 (14,495)

Cash flow	 	 	 	

	 (Decrease) / increase in overseas deposits	 	 	 (3,254)	 29,917

	 Portfolio investments		  	 (11,487)	 18,120

				  

Movement arising from cash flows	 	 	 9,827	 33,542

				  

Changes in market values and exchange rates			   4,122	 (11,437)

				  

Total movement in portfolio investments	 	 	 13,949	 22,105

				  

Portfolio at 1 January			   145,232	 123,127

Portfolio at 31 December			   159,181	 145,232
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Movement in cash, portfolio investments and financing

		  At 1 	 Cash	 Changes to	 At 31

	 	 January 	 Flow	 market	 December

		  2010		  value and	 2010

				    currency

	 	 £’000	 £’000	 £’000	 £’000

					   

Cash at bank and in hand	 23,691	 24,568	 2,116	 50,375

Overseas deposits	 34,526	 (3,254)	 2,461	 33,733	

			 

Portfolio investments		

Debt securities and other fixed income securities	 87,015	 (12,197)	 (454)	 74,364

Loans secured by mortgage	 -	 710	 (1)	 709	

			 

Total portfolio investments	 87,015	 (11,487)	 (455)	 75,073	

			 

Total cash, portfolio investments and financing	 145,232	 9,827	 4,122	 159,181

14.	Net cash inflow on portfolio investments

					     2010	 2009

	 	 	 	 	 £’000	 £’000

Purchase of debt securities and other fixed income securities	 	 	 165,203	 68,174

				  

Sale of debt securities and other fixed income securities	 	 	 (177,400)	 (50,054)

Purchase of other investments			   710	 -

Net cash (inflow) / outflow on portfolio investments	 	 	 (11,487)	 18,1

		

15.	Related parties

The immediate parent company of Hardy (Underwriting Agencies) Limited is Hardy Underwriting Group plc. The ultimate parent company 

is Hardy Underwriting Bermuda Limited. Group accounts for Hardy Underwriting Bermuda Limited are available from 1st Floor, Fitzwilliam 

House, 10 St Mary Axe, London EC3A 8NA  and 4th Floor, Park Place, 55 Par-la-Ville Road, Hamilton, HM11 Bermuda.

Profit commission of £8,903,346 is payable by the syndicate to Hardy (Underwriting Agencies) Limited as at 31 December 2010 (2009: 

£4,715,688).  

Profit commission payable comprises amounts payable on the 2008 closed year of £3,826,263 and £5,077,083 being an accrual for 

the 2009 account.

Managing agent fees of £2,250,000 (2009: £1,875,000) were paid by the syndicate to Hardy (Underwriting Agencies) Limited.

During the year Hardy (Underwriting Agencies) Limited recharged £14,462,028 (2009:£9,985,713) in expenses relating to the operation 

of the syndicate. These amounts are included within administrative expenses in note 5.

Hardy Underwriting Limited, a fellow subsidiary of Hardy (Underwriting Agencies) Limited, provides the entire capacity for syndicate 382.
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Notes to the financial statements - continued
for the year ended 31 December 2010

16.	Funds at Lloyd’s

Every member of Lloyd’s is required to hold capital at Lloyd’s.  This capital is held in trust and is known as Funds at Lloyd’s (‘FAL’).  

The funds are intended primarily to cover circumstances where syndicate assets prove insufficient to meet participating members’ 

underwriting liabilities.

The level of FAL that Lloyd’s requires a member to maintain is ultimately determined by Lloyd’s taking account, inter alia, of a number 

of factors including the nature and amount of underwriting risk assumed by the member and the assessment of the reserving risk in 

respect of business that has already been underwritten.  FAL is not under the management of the managing agent, so no amounts have 

been shown in these financial statements to reflect it.  The managing agent is able to make a call on member’s FAL to meet liquidity 

requirements and to settle losses should this be required.

17.	Post balance sheet events

An open year profit distribution of £9,601,013 on the 2009 account, will be transferred to the member’s personal reserve fund.  

Likewise, a closed year profit distribution of £14,788,277 on the 2008 account, being the balance of profit to be distributed following the 

early releases in previous calendar years, will be transfered to the member’s personal reserve fund.

Profit commission of £5,224,417 will be paid to Hardy (Underwriting Agencies) Limited, being commission payable based  on the closed 2008 

closed year of £3,187,838 and £2,036,579 on the 2009 account.  

The reinsurance premium to close the 2008 year of account of syndicate 38Twenty, into the 2009 year of account of syndicate 382 at  

31 December 2010 was agreed by the managing agent on 21 February 2011.

The start of 2011 was marked by considerable flooding in Brisbane, Australia and a severe tropical cyclone, Yasi, which made landfall 

in northern Queensland.  On 22 February 2011, a magnitude 6.3 earthquake occurred very close to Christchurch, New Zealand 

causing extensive damage.  On 11 March 2011, a magnitude 9.0 earthquake and resulting tsunami occurred in North Eastern Japan 

causing extensive damage.  

The Group will provide estimates of the impact of these events as soon as the position becomes clear.  



Hardy (Underwriting Agencies) Limited

Syndicate 382
Report for the 2008 year of account
31 December 2010
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Report of the directors of the managing agent

The directors of the managing agent present their report on 

the results for the 2008 year of account of syndicate 382, 

which has been closed by way of reinsurance to close into the 

syndicate’s 2009 year of account as at 31 December 2010.

This annual report is prepared in accordance with the Lloyd’s 

Syndicate Accounting Byelaw (No. 8 of 2005) and is prepared 

using the annual basis of accounting as required by Statutory 

Instrument No. 1950 of 2008, the Insurance Accounts Directive 

(Lloyd’s Syndicate and Aggregate Accounts) Regulations 2008.

Review of the 2008 closed year of account

The 2008 year of account closed with a profit of £18,038,645 

(2007: £14,057,984) after all personal expenses, which represents 

a profit of 16.4% of capacity and 17.7% of net earned premium 

income. This profit includes a release of surplus reserves 

amounting to £12,368,000 attributable to the 2007 and prior years 

of account (2006 and prior years of account: £1,540,000).

2008 looked a difficult year from the onset with a marked 

increase in claims activity related to the emerging global 

financial crisis, compounded by an active US hurricane season. 

Our early pessimism proved unfounded and the year settled 

into a more recognisable pattern of development by the close.

The key performance ratios are shown below.

Closed underwriting years     		  2008	 2007

Profit for the year (£m)   	 	 	 18.0	 14.1

Gross premiums written (£m)                	 113.6	 103.5

Net premiums earned (£m)           	 	 102.2	 86.5

				  

Claims ratio (%)                            	 	 50.9	 53.6

Expenses ratio (%)                       	 	 28.2	 28.9

Combined ratio (%)                      	 	 79.1	 82.5

The above ratios exclude reinsurance to close premiums paid 

and received by each underwriting year.

	 Non-executive directors	 Executive directors	

	 D P Mann (Chairman)

	 R D Abbott (appointed 20 February 2008)

	 B G Devereese

	 I E Ivory 

	 B S Thomas (appointed 20 February 2008)

The directors of the managing agent who served during the relevant period were as follows:

Directors’ interests

None of the directors participated on the syndicate for the 2008 year of account.

By order of the Board

T Hutchings

Secretary

London

16 March 2011

J E G Barker (resigned  

31 December 2008)

R D Cruwys (appointed 23

February 2010)

P J Gage 

T P Griffin

T Hutchings

J D MacDiarmid

B J Merry

M J Simpson

M T A Sugden

A J Walker

A D Williams 
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Statement of managing agent’s responsibilities

The managing agent is responsible for preparing the syndicate 

annual report and accounts in accordance with applicable law 

and regulations.

Insurance Accounts Directive (Lloyd’s Syndicate and Aggregate 

Accounts) Regulations 2008 require the managing agent 

to prepare the Syndicate annual accounts at 31 December 

each year in accordance with UK accounting standards and 

applicable law (UK Generally Accepted Accounting Practice). 

The annual accounts are required by law to give a true and fair 

view of the state of affairs of the syndicate as at that date and 

of its profit or loss for that year.

In preparing the syndicate annual accounts, the managing 

agent is required to:

l	 select suitable accounting policies which are applied  

	 consistently, subject to changes arising on the adoption of  

	 new accounting standards in the year;

l	 make judgements and estimates that are reasonable and  

	 prudent; 

l	 	state whether applicable accounting standards have been  

	 followed, subject to any material departures disclosed and  

	 explained in the annual accounts; and

l	 prepare the annual accounts on the basis that the syndicate  

	 will continue to write future business unless it is inappropriate  

	 to presume that the syndicate will do so.

The managing agent is responsible for keeping proper 

accounting records which disclose with reasonable accuracy 

at any time the financial position of the syndicate and enable it 

to ensure that the syndicate annual accounts comply with the 

2008 Regulations. It is also responsible for safeguarding the 

assets of the syndicate and hence for taking reasonable steps 

for prevention and detection of fraud and other irregularities.

The managing agent is responsible for the maintenance and 

integrity of the corporate and financial information included on 

the website. Legislation in the UK governing the preparation 

and dissemination of financial statements may differ from 

legislation in other jurisdictions.
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Independent auditor’s report to the member of syndicate 382
- 2008 closed year of account

We have audited the syndicate underwriting year accounts for 

the 2008 year of account of syndicate 382 for the three years 

ended 31 December 2010, as set out on pages 29 to 39.  The 

financial reporting framework that has been applied in their 

preparation is applicable law and UK Accounting Standards 

(UK Generally Accepted Accounting Practice).

This report is made solely to the member of the syndicate, as 

a body, in accordance with the Insurance Accounts Directive 

(Lloyd’s Syndicate and Aggregate Accounts) Regulations 2008.  

Our audit work has been undertaken so that we might state 

to the syndicate’s member those matters we are required to 

state 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 syndicate’s member as 

a body for our audit work, for this report, or for the opinions we 

have formed.  

Respective responsibilities of the Managing 

Agent and the auditor  

As explained more fully in the Statement of Managing Agent’s 

Responsibilities set out on page 27, the Managing Agent is 

responsible for the preparation of syndicate underwriting year 

accounts under the Insurance Accounts Directive (Lloyd’s 

Syndicate and Aggregate Accounts) Regulations 2008 and in 

accordance with the Lloyd’s Syndicate Accounting Byelaw (no. 

8 of 2005), which give a true and fair view.  

Our responsibility is to audit, and express an opinion on, the 

syndicate underwriting year accounts in accordance with 

applicable legal and regulatory requirements and International 

Standards on Auditing (UK and Ireland).   Those standards 

require us to comply with the Auditing Practices Board’s (APB’s) 

Ethical Standards for Auditors.

Scope of the audit of the syndicate underwriting year accounts

A description of the scope of an audit of accounts is provided on 

the APB’s website at www.frc.org.uk/apb/scope/private.cfm.

Opinion on syndicate underwriting year accounts

In our opinion the syndicate underwriting year accounts:

l	 give a true and fair view of the profit for the 2008 closed  

	 year of account;

l	 have been properly prepared in accordance with UK  

	 Generally Accepted Accounting Practice; and 

l	 have been prepared in accordance with the requirements  

	 of the Insurance Accounts Directive (Lloyd’s Syndicate and  

	 Aggregate Accounts) Regulations 2008 and have been  

	 properly prepared in accordance with the Lloyd’s Syndicate  

	 Accounting Byelaw (no. 8 of 2005).

Matters on which we are required to report  

by exception

We have nothing to report in respect of the following matters 

where the Lloyd’s Syndicate Accounting Byelaw (no. 8 of 2005) 

requires us to report to you if, in our opinion:

 

l	 the Managing Agent in respect of the syndicate has not  

	 kept adequate accounting records; or

 

l	 the syndicate underwriting year accounts are not in  

	 agreement with the accounting records; or

 

l	 we have not received all the information and explanations  

	 we require for our audit.

Salim Tharani (Senior Statutory Auditor)

For and on behalf of KPMG Audit Plc, Statutory Auditor

Chartered Accountants  

London

16 March 2011
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Profit and loss account: technical account
for the three years ended 31 December 2010

	 	 	 	 Notes	 2008 year	 2007 year

					      of account	 of account

	 	 	 	 	 £’000	 £’000

	

Syndicate allocated capacity			   110,000	 110,000

				  

Gross premiums written	 	 2,3	 113,574	 103,457

Outward reinsurance premiums	 	 	 (11,038)	 (11,965)

Net premiums written	 	 	 102,536	 91,492

Change in the provision for unearned premiums

	 Gross amount                                                        			   (469)	 (5,001)

	 Reinsurers’ share                                                  			   113	 -

Change in the net provision for unearned premiums                              			   (356)	 (5,001) 

Earned premiums, net of reinsurance			   102,180	 86,491

				  

Reinsurance to close premium received, net of reinsurance	 	 4	 37,448	 33,116

Allocated investment return transferred from the non-technical account			   1,468	 3,056

				  

Claims incurred, net of reinsurance 				  

Claims paid				  

	 Gross amount			   (61,929)	 (59,331)

	 Reinsurers’ share			   9,945	 12,891

Net claims paid	 	 	 (51,984)	 (46,440)

Reinsurance to close premium payable, net of reinsurance	 	 5	 (42,301)	 (37,181)

Claims incurred, net of reinsurance			   (94,285)	 (83,621)

Net operating expenses	 	 6	 (28,772)	 (24,984)

				  

Balance on the technical account			   18,039	 14,058
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Profit and loss account: non-technical account
for the three years ended 31 December 2010

	 	 	 	 Note	 2008 year	 2007 year

					      of account	 of account

	 	 	 	 	 £’000	 £’000

	

Balance on the technical account	 		  18,039	 14,058

Investment income		  9	 2,001	 2,993

Unrealised (losses) / gains on investments	 	 	 (457)	 119

Investment expenses and charges			   (76)	 (56)

Allocated investment return transferred to technical account			   (1,468)	 (3,056)

				  

Profit for the closed year of account			   18,039	 14,058

				  

The underwriting year has closed and all transactions therefore relate to discontinued operations.

There are no recognised gains or losses in the accounting period other than those dealt with in the technical and non-technical 

accounts, therefore no statement of total recognised gains and losses has been presented.
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Balance sheet: assets
at 31 December 2010

	 	 	 	 Notes	 2008 year	 2007 year

					      of account	 of account

	 	 	 	 	 £’000	 £’000

	

Investments				  

Financial investments		  11	 36,944	 27,903

						    

Debtors	 		  12		

Debtors arising out of direct insurance operations			   3,162	 2,374

Debtors arising out of reinsurance operations			   2,022	 1,846

Other debtors			   4,334	 3,834

					     9,518	 8,054

				  

Debtors due after one year

Debtors arising out of direct insurance operations			   42	 -

Reinsurance recoveries anticipated on gross reinsurance 

to close premium payable to close the account		  5	 18,010	 15,206

Technical Provisions

Provisions for unearned premiums			   112	 -

Other assets			 

Cash at bank and in hand			   12,733	 8,115

Overseas deposits		  13	 3,076	 3,929

					     15,809	 12,044

Prepayments and accrued income				  

Accrued interest			   38	 32

Deferred acquisition costs			   294	 2,605

Total assets			   80,767	 65,844
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Balance sheet: liabilities
at 31 December 2010

	 	 	 	 Notes	 2008 year	 2007 year

					      of account	 of account

	 	 	 	 	 £’000	 £’000

	

Capital and reserves				  

Amounts due to members		  14	 14,788	 2,869

Reinsurance to close premium payable to close the 

account, gross amount		  5	 60,311	 52,387

Technical provisions

Provisions for unearned premiums			   468	 5,001

Creditors			   12		

Creditors arising out of direct insurance operations			   127	 60

Creditors arising out of reinsurance operations			   1,858	 1,536

Other creditors			   3,215	 3,991

					     5,200	 5,587

				  

Total liabilities			   80,767	 65,844

				  

The financial statements on pages 29 to 39 were approved by the Board of Hardy (Underwriting Agencies) Limited on  16 March 2011 

and signed on its behalf by

A J Walker

Director

16 March 2011



33

Notes to the financial statements
for the three years ended 31 December 2010

1.	B asis of preparation

These annual accounts have been prepared in accordance 

with the Insurance Accounts Directive (Lloyd’s Syndicate 

and Aggregate Accounts) Regulations 2008 and applicable 

Accounting Standards in the United Kingdom, and comply with 

the Statement of Recommended Practice on Accounting for 

Insurance Business in December 2006.

Members participate on individual syndicate years of account, 

each year of account representing a separate annual venture.  

These accounts relate to the 2008 year of account which has 

been reinsured to close as at 31 December 2010.

Consequently the balance sheet represents the assets and 

liabilities of the 2008 year of account at the date of closure.  The 

profit and loss account reflects the transactions for that year of 

account during the three year period from inception until closure.

2.	A ccounting policies

The underwriting accounts for each year of account are normally 

kept open for three years before the result on that year is 

determined.  At the end of the three year period, outstanding 

liabilities can normally be determined with sufficient accuracy 

to permit the year of account to be closed by payment of a 

reinsurance to close premium to the successor year of account.

Premiums written

Gross premiums are allocated to years of account on the 

basis of the inception date of the policy.  Premiums in respect 

of insurance contracts underwritten under a binding authority, 

line slip or consortium arrangement are allocated to the year of 

account corresponding to the calendar year of inception of the 

arrangement.  Premiums are shown gross of brokerage payable 

and exclude taxes and duties levied on them.

Unearned premiums

Written premiums are recognised as earned according to the 

risk profile of the policy.   Unearned premiums represent the 

proportion of premiums written in the year that relate to the 

unexpired period of policies in force at the balance sheet date, 

calculated on the basis of established earnings patterns or time 

apportionment as appropriate.  At the time of closure of the year, 

the majority of premiums written are expected to be fully earned.

Reinsurance premium ceded

Outwards reinsurance premiums are charged to the same 

underwriting year as the premiums for the related direct or 

inwards business being reinsured.

Claims paid and related recoveries

Gross claims paid include internal and external claims settlement 

expenses.  Reinsurance recoveries, less amounts provided for 

in respect of doubtful reinsurers, are attributed to the same year 

of account as the original premium for the underlying policy.  

Reinstatement premiums payable in the event of a claim being 

made are charged to the same year of account as that to which 

the recovery is credited.

Reinsurance to close premium

The reinsurance to close premium relating to the closed year of 

account, and all previous years of account reinsured therein, is 

determined on the basis of gross estimated outstanding liabilities 

and related claims settlement costs (including claims incurred but 

not reported), less estimated collectible reinsurance recoveries.

The estimate of claims outstanding is assessed on an individual 

case basis and is based on the estimated ultimate cost of all 

claims notified but not settled at the balance sheet date, together 

with the provision for related claims handling costs.  

The provision also includes the estimated cost of claims incurred 

but not reported (‘IBNR’) at the balance sheet date. The statistical 

methods used to determine the IBNR generally involve the use of 

projections using past experience of the development of claims 

over time, to form a view of the likely ultimate claims experience 

for more recent underwriting, having regard to variations in the 

business accepted and in underlying terms and conditions.  For 

the most recent years, where a higher degree of volatility arises 

from projections, estimates may be based in part on output 

from rating and other models of the business accepted and 

assessments of underwriting conditions.  The amount of salvage 

and subrogation recoveries is separately identified and, where 

material, reported as an asset.

The reinsurers’ share is based on the amounts of outstanding 

claims and projections for IBNR, net of estimated irrecoverable 

amounts, having regard to the reinsurance programme in place 

for the class of business, the claims experience for the year 

and the current security rating of the reinsurance companies 

involved.  A number of statistical methods are used to assist in 

making these estimates.

The two most critical assumptions as regards claims estimates 

are that the past is a reasonable predictor of the likely level of 

claims development and that the rating and other models used 

for current business are fair reflections of the likely level of ultimate 

claims to be incurred.

The directors consider that the estimates of gross claims and 

related reinsurance recoveries are fairly stated on the basis of 

the information currently available to them.  It is, however, implicit 

in the estimation procedure that the ultimate liabilities will be at 

variance from the reinsurance to close premium so determined.

Foreign currencies

Transactions in US dollars, Canadian dollars and Euros are 

translated at the average rates of exchange for the period.  

Underwriting transactions denominated in other foreign 

currencies are included at the rate of exchange ruling at the date 

on which the transaction is processed.
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Monetary assets and liabilities denominated in foreign currencies 

are translated at the rate of exchange ruling at the balance sheet 

date.  Non-monetary assets and liabilities are translated at the 

average rates of exchange for the period.  Unearned premium 

reserves and deferred acquisition costs are treated as non-

monetary items.

Exchange differences are included in the technical account.

Investments

Investments are stated at current value at the balance sheet 

date.  For this purpose, listed investments are stated at market 

value and deposits with credit institutions and overseas deposits 

are stated at cost.

Investment return

Investment return comprises all investment income, realised 

investment gains and losses and movements in unrealised gains 

and losses, net of investment expenses, charges and interest.

Realised gains and losses on investments carried at market value 

are calculated as the difference between actual sale proceeds 

and either the valuation at the previous balance sheet date, or 

purchase price if acquired during the year.  Unrealised gains and 

losses on investments represent the difference between either 

the valuation at the balance sheet dates, or purchase price if 

acquired during the year.

The returns on the Joint Asset Trust Funds and Illinois Deposit are 

allocated to the year of account as notified by Lloyd’s.  The returns 

on other assets arising in a calendar year are apportioned to years 

of account open during the calendar year in proportion to the 

average funds available for investment on each year of account.

Investment return is initially recorded in the non-technical 

account.   Investment return is wholly allocated to the technical 

account as all investments relate to the technical account.

Operating expenses 

Where expenses are incurred by or on behalf of the managing 

agent for the administration of managed syndicates, these 

expenses are apportioned using varying methods depending 

on the type of expense.  Expenses which are incurred jointly for 

the agency company and managed syndicates are apportioned 

between the agency company and the syndicates depending on 

the amount of work performed, resources used and the volume 

of business transacted.   Syndicate operating expenses are 

allocated to the year of account for which they are incurred.

Taxation 

Under Schedule 19 of the Finance Act 1993, managing agents 

are not required to deduct basic rate income tax from trading 

income.  In addition, all UK basic rate income tax deducted from 

syndicate investment income is recoverable by managing agents 

and consequently the distribution made to member is gross of 

tax.  Capital appreciation falls within trading income and is also 

distributed gross of tax.

No provision has been made for any United States Federal Income 

Tax payable on underwriting results or investment earnings.  Any 

payments on account made by the syndicate during the year are 

included in the balance sheet under the heading ‘other debtors’.

No provision has been made for any overseas tax payable by the 

member on underwriting results.

Profit commission

Profit commission within these financial statements is charged 

by the managing agent at a rate of 17.5% of profit subject to 

the operation of a deficit clause.  Where profit commission is 

charged, it is included within members’ standard personal 

expenses within administrative expenses.

Notes to the financial statements - continued
for the three years ended 31 December 2010
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3.	 Segmental analysis

An analysis of the underwriting result before investment return is set out below. 

2008 closed year of account	 	 Gross 	 Gross		 Gross		 Net		 Reinsurance		 Total

	 	 	 	 written 	 premiums		 claims		 operating		 balance

				    premiums 	 earned	 	 incurred	 	 expenses		

	 	 	 	 		 		 (Note a)		 		 (Note a)	

	 	 	 	 £’000		 £’000		 £’000		 £’000		 £’000		 £’000

Direct insurance

Accident and health		  2,130		 2,121		 (875)		  (785)		  (921)		  (460)

Motor (third party liability)	 	 13		 13		 (4)		  (3)		  -		 6

Motor (other classes)	 	 (69)	 (69)		 63		 92		 29		 115

Marine, aviation and transport	 	 14,500		 14,440		 (3,793)	 (4,156)	 (8,108)	 (1,617)

Fire and other damage to property		  25,492		 25,387		 (8,058)	 (6,794)	 (2,546)	 7,989

Third party liability	 	 3,939		 3,923		 (1,723)	 (653)	 (953)	 594

Pecuniary loss		  2,385		 2,375		 (253)	 (4,019)	 (796)	 (2,693)

Total direct		  48,390		 48,190		 (14,643)	 (16,318)	 (13,295)	 3,934

						   

Reinsurance		  65,184		 64,915		 (47,286)	 (12,454)	 7,462		 12,637

Total			  113,574		 113,105		 (61,929)	 (28,772)	 (5,833)	 16,571

2007 closed year of account	 	 Gross 	 Gross		 Gross		 Net		 Reinsurance		 Total

	 	 	 	 written 	 premiums		 claims		 operating		 balance

				    premiums 	 earned	 	 incurred	 	 expenses	

	 	 	 	 		 		 (Note a)		 		 (Note a)	

	 	 	 	 £’000		 £’000		 £’000		 £’000		 £’000		 £’000

Direct insurance		

Accident and health	 	 2,389		 2,389		 (1,440)	 (606)	 (76)	 267

Motor (third party liability)	 	 538		 538		 (324)	 (137)	 (17)	 60

Motor (other classes)	 	 2,150		 2,150		 (1,296) 	 (546)	 (69)	 239

Marine, aviation and transport	 	 23,904		 23,904		 (14,405)	 (6,066)	 (762)	 2,671

Fire and other damage to property	 	 19,722		 19,722		 (11,885)	 (5,005)	 (629)	 2,203

Third party liability	 	 2,595		 2,595		 (1,564)	 (659)	 (83)	 289

Pecuniary loss	 	 7,869		 2,868		 (1,728)	 (728)	 (91)	 321

Total direct		  59,167		 54,166		 (32,642)	 (13,747)	 (1,727)	 6,050

Reinsurance		  44,290		 44,290		 (26,689)	 (11,237)	 (1,412)	 4,952

Total			  103,457		 98,456		 (59,331)	 (24,984)	 (3,139)	 11,002

a)	 Gross claims incurred represent gross claims paid and the reinsurance balance comprises reinsurance premiums ceded less 

	 reinsurance recoveries on claims paid and on the reinsurance to close.

b)	 All underwriting contracts were concluded in the UK.
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Notes to the financial statements - continued
for the three years ended 31 December 2010

4.	R einsurance to close premium received		

	

					     2008 year	 2007 year

					      of account	 of account

	 	 	 	 	 £’000	 £’000

	

Gross notified outstanding claims	 	 	 37,089	 44,121

Provision for gross claims incurred but not reported (‘IBNR’)	 	 	 13,599	 6,567

Provision for unallocated loss adjustment expenses	 	 	 1,931	 1,348

					     52,619	 52,036

				  

Reinsurance recoveries anticipated on outstanding claims			   (12,317)	 (17,384)

Reinsurance recoveries anticipated on IBNR	 	 	 (2,854)	 (1,536)

					     (15,171)	 (18,920)

				  

Reinsurance to close premium received, net of reinsurance	 	 	 37,448	 33,116

5.	R einsurance to close premium payable	

		

					     2008 year	 2007 year

					      of account	 of account

	 	 	 	 	 £’000	 £’000

	

Gross notified outstanding claims	 	 	 53,033	 37,065

Provision for gross claims incurred but not reported (‘IBNR’)	 	 	 5,023	 13,391

Provision for unallocated loss adjustment expenses	 	 	 2,255	 1,931

					     60,311	 52,387

				  

Reinsurance recoveries anticipated on outstanding claims		  	 (21,880)	 (12,412)

Reinsurance recoveries anticipated on IBNR	 	 	 3,870	 (2,794)

					     (18,010)	 (15,206)

				  

Reinsurance to close premium payable, net of reinsurance	 	 	 42,301	 37,181

				  

The reinsurance to close has been assumed by the 2009 year of account of syndicate 382.

6.	N et operating expenses

			 

					     2008 year	 2007 year

					      of account	 of account

	 	 	 	 	 £’000	 £’000

	

Commissions			   26,229	 23,964

Other acquisition costs			   4,011	 986

Administrative expenses			   9,183	 8,992

(Profit) / loss on exchange	 	 	 (10,651)	 (8,958)

				  

					     28,772	 24,984

					     2008 year	 2007 year

					      of account	 of account

	 	 	 	 	 £’000	 £’000

	

Administrative expenses include auditors’ remuneration in respect of audit services of:	 	 97	 81
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Members’ standard personal expenses are included within net operating expenses and comprise the following:		

	

					     2008 year	 2007 year

					      of account	 of account

	 	 	 	 	 £’000	 £’000

	

Managing agent’s salary			   825	 825

Managing agent’s profit commission	 	 	 3,826	 2,982

Lloyd’s subscriptions	 	 	 447	 550

Central Fund levy			   447	 1,100

						    

				    	 5,545	 5,457

7.	 Staff members and costs

			 

All staff are employed by HUA. The managing agent incurred the following expenses in respect of services provided to the syndicate: 

					     2008 year	 2007 year

					      of account	 of account

	 	 	 	 	 £’000	 £’000

	

Wages and salaries			   2,888	 2,932

Social security costs			   476	 550

Other pension costs			   958	 720

						    

					     4,322	 4,202

The average number of employees employed by the managing agent during the three years was as follows:	 	

	

					     2008 year	 2007 year

					      of account	 of account

	 	 	 	 	 Number	 Number

	

Underwriting activities	 	 	 40	 34

Management and administration			   45	 34

				  

					     85	 68
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Notes to the financial statements - continued
for the three years ended 31 December 2010

8.	Em oluments of the directors of Hardy (Underwriting Agencies) Limited	

	

All directors’ emoluments, including those of the active underwriter, are borne by the managing agent.  The amounts incurred in 

respect of services provided to the syndicate are as follows: 

					     2008 year	 2007 year

					      of account	 of account

	 	 	 	 	 £’000	 £’000

	

Fees				    34	 33

Emoluments			   1,320	 1,190

				  

					     1,354	 1,223

					     2008 year	 2007 year

					      of account	 of account

	 	 	 	 	 £’000	 £’000

	

The active underwriter received emoluments of	 	 	 338	 327

9.	I nvestment income

					     2008 year	 2007 year

					      of account	 of account

	 	 	 	 	 £’000	 £’000

	

Income from investments			   2,753	 3,383

(Losses) on the realisation of investments	 	 	 (752)	 (390)

				  

					     2,001	 2,993

10.	Balance on technical account

					     2008 year	 2007 year

					      of account	 of account

	 	 	 	 	 £’000	 £’000

	

Balance excluding investment return 				  

				  

Profit attributable to the 2008 / 2007 pure year of account	 	 	 4,203	 9,462

Profit attributable to business reinsured into the 2007 / 2006 year of account	 	 	 12,368	 1,540

					     16,571	 11,002

				  

Allocated investment return transferred from the non-technical account	 	 	 1,468	 3,056

				  

					     18,039	 14,058
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11.	Financial investments

		  2008 year 	 2008 year	 2007 year	 2007 year

		  of account 	 of account	 of account	 of account

		  Market	 Cost	 Market	 Cost

		  value		  value

	 	 £’000	 £’000	 £’000	 £’000

Debt securities and other fixed income securities 	 36,585	 36,899	 27,903	 27,947

Loans secured by mortgage	 359	 360	 -	 -

	 	 36,944	 37,259	 27,903	 27,947

12.	Debtors and creditors

All amounts are due within one year, unless disclosed separately on the face of the balance sheet. 

13.	Overseas deposits

Overseas deposits are lodged as a condition of conducting underwriting business in certain territories.

14.	Amounts due to members

				    2008 year	 2007 year

				     of account	 of account

	 	 	 	 £’000	 £’000

Profit for the 2008/ 2007 closed year of account	 18,039	 14,058

Continuous solvency transfers	 (3,251)	 (11,189)

				  

Amounts due to members at 31 December 2010 / 2009	 14,788	 2,869

15.	Related parties

Profit commission of £3,826,263 is payable by the syndicate to Hardy (Underwriting Agencies) Limited in respect of profits for the 

2008 year of account (2007 year of account: £1,151,102).  

Managing agent fees of £825,000 were paid by the syndicate to Hardy (Underwriting Agencies) Limited (2007 year of account: 

£825,027).

Hardy Underwriting Limited, a fellow subsidiary of Hardy (Underwriting Agencies) Limited, provided the entire syndicate capacity of 

£110,000,000 on the 2008 year of account (2007 year of account: £110,000,000). 

16.	Post balance sheet events

The reinsurance premium to close the 2008 year of account at 31 December 2010 was agreed by the managing agent on 21 

February 2011.  

£14,788,277 will be transferred to the member’s personal reserve fund, being the balance of profit to be distributed following the early 

releases in previous calendar years.
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Thirty-four year summary of results for syndicate 382

	 1975	 1976	 1977	 1978	 1979	 1980	 1981	 1982	 1983	 1984	 1985	 1986	 1987	  1988

Syndicate allocated capacity (£’000) 	 530	 630	 1,120	 3,825	 4,585	 4,550	 4,535	 3,625	 4,355	 6,230	 7,955	 16,785	 19,350	 26,245

Number of members of the syndicate 	 36	 43	 68	 180	 218	 217	 206	 205	 231	 298	 351	 686	 793	 885

Aggregate net premiums (£’000) 	 706	 755	 816	 1,358	 1,966	 2,554	 3,135	 3,375	 2,619	 4,816	 6,082	  9,713  	 10,370	 8,018

Results for a member with an illustrative share of £10,000

Gross premiums 	 16,361	  16,390	 9,593	 4,683	 5,511	 7,039	 8,388	   11,978	   10,315	 9,272	 8,851	 6,459	 6,021	 3,482

Net premiums 	 13,328	  11,976	 7,290	 3,551	 4,287	 5,607	 6,913	 9,310	 8,335	 7,755	 7,662	 5,813	 5,359	 3,055

Reinsurance to close an earlier	 -	 3,659	 3,697	 1,400	 1,933	 3,245	 4,110	 6,663	 4,680	 3,604	 2,460	 1,294	 1,328	 1,022
year of account

Net claims	 (6,807)	 (5,835)	 (3,619)	 (2,310)	 (3,096)	 (4,813)	 (5,419)	 (7,388)	 (5,347)	 (3,961)	 (4,012)	 (2,494)	 (2,479) 	 (1,644)

Reinsurance to close the 	 (4,495)	 (6,955)	 (5,045)	 (1,977)	 (2,872)	 (3,769)	 (4,486)	 (6,613)	 (5,217)	 (3,587)	 (2,662)	 (1,428)	 (1,560)	 (1,202)
year of account

Underwriting result	 2,026	 2,845	 2,323	 664	 252	 270	 1,118	 1,972	 2,451	 3,811	 3,448	 3,185	 2,648	 1,231

Profit/(loss) on exchange 	 -	 40	 (72)	 (4)	 126	 84	 94	 55	 (19)	 (26)	 168	 2	 61	 -

Syndicate expenses 	 (298)	 (302)	 (258)	 (174)	 (243)	 (320)	 (414)	 (498)	 (471)	 (367)	 (368)	 (233)	 (233)	 (185)

Balance on technical account	 1,728	 2,583	  1,993	 486	 135	 34	 798	 1,529	 1,961	 3,418	 3,248	 2,954	 2,476	 1,046

Percentage of gross premiums 	 10.6%	 15.8%	 20.8%	 10.4%	 2.4%	 0.5%	 9.5%	 12.8%	 19.0%	 36.9%	 36.7%	 45.7%	 41.1%	 30.0%

Investment return 	 1,066	 1,326	 1,140	 432	 768	 765	 785	 1,235	 1,145	 1,067	 938	 724	 866	 583

Profit before personal expenses 	 2,794	 3,909	 3,133	 918	 903	 799	 1,583	 2,764	 3,106	 4,485	 4,186	 3,678	 3,342	 1,629

Illustrative personal expenses:

Profit commission 	 (277)	 (390)	 (301)	 (69)	 (23)	 (6)	 (120)	 (329)	 (384)	 (584)	 (545)	 (479)	 (430) 	 (200)

Agent’s salary	 (8)	 (21)	 (28)	 (38)	 (38)	 (38)	 (38)	 (38)	 (38)	 (38)	 (60)	 (60)	 (60)	 (60)

Lloyd’s subscription etc	 (53)	 (37)	 (61)	 (58)	 (50)	 (58)	 (114)	 (87)	 (107)	 (124)	 (124)	 (128)	 (144) 	 (110)

Special Central Fund Levy	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -

	 (338)	 (448)	 (390)	 (165)	 (111)	 (102)	 (272)	 (454)	 (529)	 (746)	 (729)	 (667)	 (634)	 (370)

Profit after illustrative personal 	 2,456	 3,461	 2,743	 753	 792	 697	 1,311	 2,310	 2,577	 3,739	 3,457	 3,011	 2,708	 1,259 
expenses 

% Profit to net premium income 	 18.4%	 28.9%	 37.6%	 21.2%	 18.5%	 12.4%	 19.0%	 24.8%	 30.9%	 48.2%	 45.1%	 51.8%	 50.5%	 41.2%
before Levy 

% Profit to allocated capacity 	 24.6%	 34.6%	 27.4%	 7.5%	 7.9%	 7.0%	 13.1%	 23.1%	 25.8%	 37.4%	 34.6%	 30.1%	 27.1%	 12.6%
before Levy

% Special central fund Levy to net 	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -
premium income

% Special central fund Levy to 	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -
allocated capacity 

	

	  	

	
Note:
(i)	 The figures for the 1982 to 2008 closed accounts have been prepared in accordance with the Lloyd’s Syndicate Accounting Rules.  For the closed accounts for 1975 to 1981  
	 the figures have been derived from the annual reports originally presented to the members of the syndicate and do not reflect the current names’ charges.  For the years 1978  
	 to 1981 the amounts shown for investment income, appreciation, exchange profit or loss and syndicate expenses have been derived from the annual reports of syndicate 382.   
	 For all years of account premiums are stated net of brokerage.

(ii)	 As from 1 January 1986 accrued interest arising from the acquisition, disposal and revaluation of investments became subject to income tax.  Prior to that date such interest  
	 was subject to capital gains tax.  For the years 1975 to 1985 accrued interest has been included in investment appreciation.  From 1986 this interest has been included as  
	 investment income.

(iii)	 The figures for 1975 to 1985 have been restated to give the investment return on a gross of tax basis.
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 	 1989	 1990	 1991	 1992	 1993	 1994	 1995	 1996	 1997	 1998	 1999	 2000	 2001	 2002	 2003	 2004	 2005	 2006	 2007	 2008		

20,184	19,740	19,498	 27,731	41,326	 64,715	 69,418	 62,276	 65,167	 58,684	 52,866	 50,281	 50,290	 54,000	 99,910	 114,959	 99,905	 109,911	 110,000	 110,000	 110,000

	 847	 815	 800	 935	 1,442	 1,245	 1,826	 1,676	 1,350	 1,220	 477	 417	 342	 355	 262	 206	 156	 156	 1	 1

	 6,215	 6,102	 7,524	 12,935	 37,785	   41,980	 53,180	 37,515	   25,610	   16,635	   15,991	   16,613	   26,218	   34,446	 56,437	 71,078	 72,144	 71,413	 62,527	 75,950

	

	 3,811	 4,194	 5,157	 5,644	 10,200	 7,235	 8,705	 6,911	 4,678	 3,268	 3,660	 4,123	 6,491	 7,985	 6,734	 7,782	 8,883	 8,218	 7,227	 7,940

	 3,079	 3,091	 3,859	 4,665	 9,143	 6,487	 7,661	 6,024	 3,930	 2,835	 3,025	 3,304	 5,213	 6,379	 5,649	 6,183	 7,221	 6,497	 5,684	 6,905

 	 1,598	 2,347	 2,577	 1,853	 1,345	 617	 1,156	 1,824	 2,132	 2,629	 2,854	 2,537	 1,943	 1,974	 1,051	 1,236	 1,964	 2,427	 3,011	 3,404
		

	 (2,251)	 (2,766)	 (2,975)	 (3,762)	 (4,367)	 (3,608)	 (4,267)	 (3,796)	 (2,476)	 (2,592)	 (2,563)	 (2,626)	 (3,150)	 (3,425)	   (2,947)	 (4,359)	 (4,598)	 (3,655)	 (4,222)	 (4,726)

	 (1,987)	 (2,514)	 (2,733)	 (1,995)	 (2,937)	 (1,212)	 (1,645)	 (2,188)	 (2,255)	 (2,539)	 (2,583)	 (2,060)	 (2,215)	 (1,945)	   (1,541)	 (1,677)	 (2,105)	 (3,269)	 (3,380)	 (3,845)

	 439	 158	 728	 761	 3,184	 2,284	 2,905	 1,864	 1,331	 333	 733	 1,155	 1,791	 2,983	 2,212	 1,383	 2,482	 2,000	 1,093	 1,738

	 115	 (19)	 (41)	 (50)	 11	 15	 (13)	 (1)	 9	 (39)	 (21)	 133	 127	 47	 (144)	 (3)	 (49)	 797	 814	 968

	 (244)	 (238)	 (263)	 (212)	 (97)	 (96)	 (149)	 (156)	 (193)	 (112)	 (85)	 (78)	 (109)	 (154)	 (70)	 (9)	 8	 (479)	 (411)	 (695)

	 310	 (99)	 424	 499	 3,098	 2,203	 2,743	 1,707	 1,147	 182	 627	 1,210	 1,809	 2,877	 1,998	 1,371	 2,441	 2,318	 1,496	 2,011

	 8.1%	 -2.4%	 8.2%	 8.8%	 30.4%	 30.4%	 31.5%	 24.7%	 24.5%	 5.6%	 17.1%	 29.3%	 27.9%	 36.0%	 29.7%	 17.6%	 27.5%	 28.2%	 20.7%	 25.3%

	 444	 289	 244	 134	 633	 422	 594	 544	 320	 192	 242	 189	 167	 155	 162	 210	 354	 426	 278	 133

	 754	 190	 668	 633	 3,731	 2,625	 3,337	 2,251	 1,467	 374	 869	 1,399	 1,976	 3,032	 2,160	 1,581	 2,795	 2,744	 1,774	 2,144

 	 (76)	 -	 (77)	 (71)	 (642)	 (405)	 (530)	 (418)	 (265)	 -	 (57)	 (178)	 (287)	 (492)	 (317)	 (191)	 (439)	 (441)	 (271)	 (348)

	 (60)	 (60)	 (60)	 (60)	 (60)	 (50)	 (50)	 (50)	 (50)	 (350)	 (375)	 (398)	 (450)	 (450)	 (450)	 (450)	 (500)	 (75)	 (75)	 (75)

	 (110)	 (110)	 (110)	 (110)	 (143)	 (143)	 (110)	 (110)	 (125)	 (150)	 (135)	 (125)	 (100)	 (125)	 (125)	      (175)	 (100)	 (150)	 (150)	 (81)

	 -	 (166)	 (166)	 (166)	 (150)	 (150)	 (150)	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -

	 (246)	 (336)	 (413)	 (407)	 (995)	 (748)	 (840)	 (578)	 (440)	 (500)	 (567)	 (701)	 (837)	 (1,067)	 (892)	 (816)	 (1,039)	 (666)	 (496)	 (504)

	 508	 (146)	 255	 226	 2,736	 1,877	 2,497	 1,673	 1,027	 (126)	 302	 698	 1,139	 1,965	 1,268	 765	 1,756	 2,078	 1,278	 1,640

	 16.5%	 0.6%	 10.9%	 8.4%	 39.1%	 31.3%	 34.5%	 27.8%	 26.1%	 (4.4%)	 10.0%	 22.1%	 21.8%	 30.8%	 22.4%	 12.4%	 24.3%	 32.0%	 22.5%	 23.8%

	

	 5.1%	 0.2%	 4.2%	 3.9%	 28.9%	 20.3%	 26.5%	 16.7%	 10.3%	 (1.3%)	 3.0%	 7.0%	 11.4%	 19.7%	 12.7%	 7.6%	 17.6%	 20.8%	 12.8%	 16.4%

	 -	 (5.4%)	 (4.3%)	 (3.6%)	 (1.6%)	 (2.3%)	 (2.0%)	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -

	 -	 (1.7%)	 (1.7%)	 (1.7%)	 (1.5%)	 (1.5%)	 (1.5%)	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -	 -

(iv)	 The figures for the 1975 to 1987 years of account are prepared on an illustrative share of £10,000 net premium, whereas subsequent years of account have been prepared on the basis of £10,000 gross  
	 premium.  Prior to 1988 premium limits were expressed net of reinsurance ceded, but with effect from 1988, account premium limits are shown gross of reinsurance ceded.

(v)	 For the 1990 to 2008 years of account the investment return is net of investment expenses and charges.  For 1975 to 1989 these items have been included with the syndicate expenses.

(vi)	 The 1993 result includes a profit before personal expenses of £3.6m from 1992 and prior years arising on the establishment of Equitas.  This equates to £873 per £10,000 share.

(vii)  	 For the 1993 to 2008 years claims settlement expenses have been included in net claims.  For 1992 and prior years of account claims settlement costs are included in syndicate operating expenses.  This  
	 reclassification has no effect on the profit after illustrative personal expenses.

(viii)	 For the 1998 to 2005 account agency fees were amended to include the majority of syndicate expenses.




