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Chairman’s statement

CESARE D'AMICO
CHAIRMAN

Chairman's statement

The directors

Report of the directors

Independent auditors' report

Financial statements and other information

| am honoured to have been appointed chairman of The
Standard Club during this year and grateful to my predecessor,
Rod Jones, who stood down in October, for passing me the
chair at a time when the clubis in such robust shape. We have
been building reserves, growing the business and returning
premiums to members, all while continuing to provide
members with exceptional standards of service and
maintaining the club's strong financial rating.

lam proud to lead a global institution of
excellence which puts support for members
atits centre. During my chairmanship, I wish
to promote the theme of respect and
fairnessin the context of how the club
treats allour members. While we come
from different cultures, operate in different
sectors and have different needs, we have a
shared goal to help each other find the best
solutioninthe event of an accident.

The club continues to be in very good
financial shape. For the third year running,
we achieved a better-than-breakevenresult,
with an underlying combined ratio of 98%
forthe 2017/18 policy year. Free reserves
were up 7% to $461m, supported by a 6.4%
return oninvestments and, for the second
consecutive year, we were able to return 5%
of premiums to members. In 2017, we again
retained our Standard & Poor's strong ‘A
(stable) financial strength rating.

Certainly, like most members of the
International Group of P&l Clubs, your club
has benefitted from a relatively benign
claims environmentin recent years, which
has contributed to the current healthy
performance. However, we should not
expect this low claims environment to
continue. While the club continues to focus
oninsuringonly the very best of the world's
shipowners, itis likely that with the
increased focus on environmentalimpact,

the ever-expanding world fleet and a
somewhat more encouraging macro-
economic outlook, claims may well start
to escalate.

Thereis noroom for complacency giventhe
constantly changing regulatory, economic,
political and technological environmentsin
which we operate, and your board is focused
on maintaining the strength of the club to
meet these challenges.

Duringthe year, inresponse to the UK's
decision to exit the European Union, we
announced our intention to make an
applicationto the Central Bank of Ireland for
approval of a new subsidiary. While there are
plans for a Brexit transition arrangement, we
are continuing to prepare for the possibility
that UK-based insurers willnot have
authorisation to underwrite inthe EU after
March 2019. In view of this, around 40% of
the club’s business willneed to be insuredin
this new subsidiary with effect from

20 February 2019. This projectis ontrack,
and we are confident of having all the
necessary regulatory approvals in place,
whatever the negotiations between the EU
and the UK ultimately lead to.



The Standard Club Ltd
Annual report and financial statements 2018

04

Chairman'’s statement continued

Theclub’'s syndicate at Lloyd's is a key part
of the board's preparations for the
challenges ahead. Your boardis focused on
growing the business, because by
becoming bigger and having a wider range
of income streams, we can keep working to
drive down the cost of mutualinsurance. We
also believe that through diversification we
provide for amore stable underwriting
result. The first three years of the syndicate
project have been more challenging than we
would have liked, and we have faced some
very difficult trading conditions, including
three hurricanesin 2017. The board of the
clubisregularly apprised of The Standard
Syndicate's performance and we have taken
steps that give us confidence that the
syndicateis well placed to make a positive
contributionin the future.

Looking forward, we aim to continue
realising our strategic objectives of
delivering excellent value, market-leading
service and financial security for our
members as well as achieving selective
growth. As notedin this report, owned
tonnage grew by 5% during the 2017/18
policy year and by a further 2% at renewal to
reach 159mgt, an annualincrease of more
than 10mgt.

Much credit for our recent successes must
go tomy predecessor, Rod Jones, who was
chairmanfrom 2014 and a board member
for 12 years before that. | wouldlike to thank
Rod for his dedication and service to the
club over the past 15 years and look forward
to building onhislegacy. The club has
flourished during Rod's tenure and we wish
himwellin his retirement.

Our shipowner directors also play a vital role
inthe club's success. It therefore gives me
great pleasure to welcome to the board
Ronald Forest of Matson Navigation, Lars
Henneberg of A.P. Moller-Maersk, Allister
Paterson of CSL Group, Ken Soerensen of
Algoma Centraland Chen-Huei Yeh of
Kuang Ming Shipping.

lam also very grateful for the unstinting
support provided over the years by Andrew
Broomhead, Matt Cox, Andreas Martinos,
Stefano Rosina, Marianne Sgrensen and
Helen Deeble, all of whom have stepped
down from the board during this year. My
thanks go to them for their contribution. |
would also like to recognise the dedication
and professionalism of our managersin
helping the club achieve its strong set of
results. My thanks go to them as well.

Finally, | wish to acknowledge all our
members for their commitmentto The
Standard Club. Itis thanks to their support
that we can continue to deliver high-quality
insurance cover backed by exceptional
standards of service across all areas of the
club'swork.



The Standard Club Ltd
Annual report and financial statements 2018

05

The club at a glance

Chairman's statement

The directors

Report of the directors

Independent auditors' report

Financial statements and other information

Freereserves Calls and premiums Tonnage

2018 461 2018 334 2018 159
2017 430 2017 339 2017 149
2016 390 2016 354 2016 138
2015 380 2015 354 2015 135
2014 369 2014 336 2014 131
Combined ratio?! Investment return Claims cover ratio of net assets

to outstanding claims

2018 104 2018 6.4 2013 NN 176
2017 92 2017 3.0 2017 175
2016 95 2016 -09 2016 167
2015 100 2015 1.8 2015 166
2014 101 2014 0.6 2014 163

1 Includingthe club’s share of The Standard Syndicate but
before return of callonthe 2016 and 2017 policy years.
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Financial statements and other information

Directors who have served since the date of the last annual report and financial statements are:

C d’Amicot234:56
Chairman
d’Amico Societa di Navigazione SpA

N Hadjioannou?4¢
Deputy Chairman
Alassia Holdings Inc.

E Johnsent! 2346
Deputy Chairman
Seaocean Carriers Ltd Pte

N Aksoy
Akmar Shipping Group and Turkish
Cargo Lines

L D'Amato
FratelliD’Amato SpA

ABensler??
Teekay Corporation

A Broomhead*®
Pacific Basin Shipping Ltd
(Resigned 20 October 2017)

P Clausius®~
Transport Capital Pte Ltd

P Clerici
Coeclerici SpA

C Cosimi*
Saipem Spa

Member of the Audit and Risk Committee.

Member of the Strategy Committee.
Director of Standard Europe.
Director of Standard Asia.
Member of the Chairman’s Group.

(<2 JC, BN NI SR

Member of the Nomination and Governance Committee.

A Cossar'*
Bermudian resident director

M Cox'34
Matson Navigation CoInc.
(Resigned 20 October 2017)

H Deeble CBE?
P&O Ferries Division Holdings Limited
(Resigned 8 March 2018)

RForest
Matson Navigation Co Inc.
(Appointed 30 January 2018)

A Groom?:2:3:4:6
Non-executive director

JGrose*

B Harinsuit**®
The Harinsuit Transport Co Ltd

L Henneberg
A.P.Moller-Maersk
(Appointed 11 May 2018)

B J Hurst-Bannister!345

G Jaegers?®
Reederei Jaegers GmbH

R Jonest:2:3:4:5:6
CSL GroupInc
(Resigned 20 October 2017)

H Joshi®
The Shipping Corporation of India Ltd

D Koo?*
Valles Steamship Co Ltd

T Kuroyanagi®
KumiaiNavigation (Pte) Ltd

ELauro
Scorpio Group

D Marock*

A Martinos
Minerva Marine Inc.
(Resigned 20 October 2017)

R Menendez Ross!23456
Interocean Transportation Inc.

APaterson
CSL GroupInc
(Appointed 30 January 2018)

C Peraticos??
Pleiades Shipping Agents SA

S Rosina’®
Premuda SpA
(Resigned 20 June 2017)

K Soerensen
Algoma Central Corporation
(Appointed 30 January 2018)

M Sgrensen®*¢
Maersk Drilling A/S
(Resigned 30 January 2018)

O Tangen
SBM Offshore

CW Teo®
Pacific International Lines (Pte) Ltd

JWoodrow?**
The China Navigation Co Pte Ltd

C-HYeh®
Kuang Ming Shipping Corp
(Appointed 30 January 2018)
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Report of the directors

The club's four strategic objectives —to offer a
broad range of P&l insurance and other marine
and energy covers that represent excellent
and sustainable value; to be recognised as
providing excellent service by solving
members' problems; to maintain first-class

Chairman’s statement

The directors

Report of the directors

Independent auditors' report

Financial statements and other information

financial security; and to achieve selective
growth, consistent with the other objectives —
remain unchanged. In this year, developments
have been made in all areas to meet these
objectives. These are covered in more detail in
the operational review.

Business review

Principal activities

The principal activity of The Standard Club
Ltdistoactas aholding company for
subsidiaries that provide insurance and
reinsurance of third-party liabilities and
relatedrisks, war risks and defence risks on
behalf ofits members. At 20 February 2018,
there was approximately 159mgt of
shipping enteredin the club.

The clubalso has a share (40% for the 2015
and 2016 years of account, 47% for 2017
and 86% for 2018) of a Lloyd's syndicate
(The Standard Syndicate), which writes
marine and energy businessinlarge part
(but not exclusively) for the club’s members.

Directors

The directors of the club who were in office
fromthelast report and up to the date of
signing the financial statements are shown
on page 7 of thisreport.

During the year, the board was pleased to
welcome Ron Forest, Lars Henneberg,
Allister Paterson, Ken Soerensen and
Chen-HueiYeh as new directors. Having
been appointed during the year, they offer
themselves for re-election at the AGM.
Thedirectors who retire by rotationin
accordance with the bye-laws and offer
themselves for re-election are Art Bensler,
Barnabas Hurst-Bannister, Gunther
Jaegers, David Koo, Emanuele Lauro and
David Marock. The directors fulfilling the
corporate governance requirement to seek
annual re-election after serving a period of
nine years on the board and who, being
eligible, have also offered themselves for
re-election are: Necdet Aksoy, Luigi
D'Amato, Cesare d’Amico, Paolo Clerici,
Alistair Groom, Bhumindr Harinsuit, Erik
Johnsen, Ricardo Menendez Ross and
Constantine Peraticos. Details of those
directors seeking annual re-election are
includedinthe notice of the AGM, set out
onpages 69and 70.

Since the last report, Andrew Broomhead,
Matthew Cox, Roger Jones, Andreas
Martinos, Stefano Rosina, Helen Deeble and
Marianne Sgrensen have retired from the
board. The directors of the club would once
again like to take the opportunity to thank
each of them for their valued contribution.

Meetings of the board

Since the date of the last report, the board
has met on three occasions: on 20 October
2017 in Hong Kong, on 30 January 2018 in
Parisandon 11 May 2018 in Bermuda. At
each meeting, the board reviewed the club's
strategy and business plan, risks, financial
and underwriting performance of both the
club and The Standard Syndicate, significant
claims, new members admitted to the club,
new ships attaching, reinsurance
arrangements, legal, regulatory and tax
matters, industry developments, control
and governance matters, andinvestment
strategy andresults. The principalissues
discussed by the board, and the decisions
reached, are set outin thisreport.
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Business review continued

The Audit and Risk Committee, Nomination
and Governance Committee and Strategy
Committee have each met on three
occasions since the date of thelast report.
The Chairman’s Group has also held regular
discussions with the managers during the
year to monitor the club's performance
between board meetings.

Financial results

Standard &Poor's

S&P reaffirmed the club's ‘A (strong) rating
in June 2017. The stable outlook reflects
S&P's expectations that the club will
'maintain capital and earnings
commensurate with the 'AAA’ capital rating’
(akey component of the overall credit
rating), and 'maintain operating
performance at a combined ratio of less
than 105% (in the absence of any abnormal
large loss events).

Summary of financial results and
consolidated balance sheet

As set outin the consolidated statement of
comprehensive income, thereis a surplus
for the year of $31m (2017: $40m). Total
reserves available for claims stand at
$1,039m (2017: $984m). The amount set
aside to meet outstanding claims and IBNR
was $578m at 20 February 2018 (2017:
$554m).

Statement of comprehensive income
Revenue from calls, premiums and releases
amountedto $334m (2017: $339m), after an
$11m return of premium on the 2017/18
policy year. Paid claims, net of reinsurance
recoveries, were $212m (2017: $229m). Pool
and reinsurance recoveries amounted to
$46m (2017:$71m).

Average expenseratio

The average expense ratio for the club's P&
class for the five years ended 20 February
2018 was 12.5% (2017: 12.4%). The ratio was
calculated in accordance with the Schedule
and Guidelinesissued by the International
Group pursuant to the International Group
Agreementandis consistent with the
relevant financial statements. The ratio
expresses the club’'s expenses as a
percentage of its totalincome. Although
members' brokerage is not an expense of
the club, for the sake of consistency, the
ratioincludes members' brokerage fees
paid by members to their brokers through
the agency of the club.

Open and closed policy year balances -
P&l class

The appendices to the report set out details
of the open policy years together with the
closed policy year balances. The board
closedthe 2015/16 policy year atits
meetingon 11 May 2018 on the basis of the
financial position at 20 February 2018. The
total open policy year balance at

20 February 2018 amounted to $219m after
closure of the 2015/16 policy year. Included
in this balance are estimated reinsurance
recoveries of $38m. The estimate of net
outstanding claims liabilities for the closed
years amounted to $291m (including
liabilities for the 2015/16 policy year).

Freereserves

The freereserves represent the surpluses
built up out of open and closed policy years
(whichincludes investment returns), and
constitute the core capital of the club.

Theclub's free reservesincreased to
$461m at the year end (2017: $430m). The
increaseinthe club'sreserves over recent
years has enabled the club to return
premiums to members in the last two
financial years, supported growthin the
businessinsuredinthe club, andincreased
the club's capital strength.

The board has reviewed the strategic
purpose of the club's capital and agreed
that the appropriate level of free reserves
would:

1. ensure that the club has sufficient capital
toreflectits business risks and to comply
withregulatory requirements

2. provide a sufficient buffer so as to make
the probability of supplementary calls
very low and unnecessary in any phase of
anormal underwriting cycle, levied only in
extreme stress scenarios

3. ensure that the clubis perceived as being
in the top division of clubs froma financial
perspective, in order to give the club
flexibility and the power to maintain
discipline on pricing and quality

4. maintain an S&P or similar rating of ‘A
or above.

The currentlevel of free reserves is within
the target strategic range set by the board.
The board willensure that the free reserves
continue to be aligned with the volume of
risksinthe club’s business. Further details
onthe club's approach to capital
management were set outina bulletinto
members publishedin November 2017.

Capital management methodology

The board keeps the need to make
supplementary calls under review when
considering the overall financial resources
available to the club and has decided
thatno supplementary callis currently
needed for any of the open policy years,
noris any expected.
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The claims environment

The generally benign claims environment
continued through the 2017/18 policy year,
with fewer significant casualties compared
with previous policy years. Recent years
compare favourably with prior years,
although claims are at an early stage of
development and the club sees movements
inline with expectations. Older years have
largely performed well, although there has
been some deteriorationon 2013/14.
Defence Class claims have generally
mirrored the benign state of P&l, apart
from a small number of large disputes with
shipyards that arose inthe 2015/16 and
2016/17 policy years.

Claims activity is heavily influenced by global
economic conditions and consequent levels
of shipping activity, but clear underlying
trends and emergingrisks are more difficult
toidentify. The number of attritional P&l

Key performance indicators

claims impacting the club has continued to
decline, attributable to higher operational
standards (resulting from closer regulation
of shipping) and higher deductibles, which
also apply tofees. The recentincreasein
globaltrade is expected to continue and
most likely resultin an uptickin claims
activity, although recentincreasesin
earnings in the dry bulk sector have not
been mirroredin all other shipping sectors.
Concerns over standards of ship
maintenance and crew quality and
competence remain, and these issues could
contribute to anincreasein claims as an
increase in global trade places tension on
operations.

Approximately 60% of claims costs are
attributable to a relatively small number of
large claims and casualties, but these occur
onalargely random basis interms of types
of claim, trades and geographicallocation.

The board monitors the progress of the club by reference to the following KPIs:

Chairman'’s statement

The directors

Report of the directors

Independent auditors' report

Financial statements and other information

The club's financial exposure to large claims
isincreasing as aresult ofintervention by
authorities, advances in salvage capabilities
and greater weight being placed on
environmental considerations. These
factors are particularly relevantin the
context of wreck removal and pollution
claims. The clubis also experiencing general
claims inflation of approximately 4% a year,
increasing the impact of attritional claims.

Pool claims

The 2017/18 policy year has been a mixed
one for the Pool. Thirteen claims have been
notified by clubs to date and, although the
number of claims compares favourably with
previous years, two of these are very large
claims and so the overall cost of the Pool

on this policy year is expected to be higher
than average.

2014 2015 2016 2017 2018
Tonnage mgt 131 135 138 149 159
Gross premium and calls $m 336 354 354 339 334
Freereserves $m 369 380 390 430 461
Claims cover! 1.63 1.66 1.67 1.75 1.76
Financial year combined ratio? % 101 100 95 92 104
Investment return® % 0.6 1.8 (0.9) 3.0 6.4

1 Ratioofnetassetstooutstanding claims.

2 Theratio of total expenditure to totalincome, as set outin the technical account section of the consolidated statement of comprehensive income. A ratio below 100% indicates an
underwriting surplus. Income calculated before return of callon the 2016 and 2017 policy years.
3 Returnfor 12 months to 20 February. Includes revaluation of Standard House.
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Operational review

Underwriting

The clubtakes pride inits flexible and
responsive approach to underwriting,
creating tailor-made solutions for members
by combining poolable and non-poolable
P&l, along with other covers as required.
The managers' experienced underwriters
have anin-depth knowledge of alltrades,
risk types and regions, and consistently look
toinnovate to meet the members' needs.

Incommon withthe 2016/17 policy year,
2017/18 was a good year, with a benign
claims pattern for retained losses, although
with two large claims already notified to the
International Group Pool, the club's share of
other clubs' Pool claims s likely to be higher
than average. The current projected
combined ratio for P&l only for the 2017/18
policy yearis 98%.

For the second year running, the club
announced no generalincrease for renewal
(in common with the mutual P&l market)
andareturn of call of 5% on 2017/18. As with
last year, the return of callis as of right, with
any member that contributed to the mutual
premium inthat year entitled to the return.

I —
Ship types entered
Owned tonnage as at 20 April 2018

After avery goodinvestment return of
approximately 6.4%, the club's free reserves
now stand at $461m.

The club remains keentoretain and attract
members that value what The Standard
Club offers. Tonnage at 20 February 2017
was 149m andhas grown to 159m at

20 February 2018. This near 7% increase is
ahead of global fleet growth. The club has
enjoyed the support of existing members
adding more tonnage and has also
welcomed new members. At 20 February
2018 alone, 18 members added ships to
their existingentry and 11 new members
joined the club. The Standard Club believes
thatit stands apart from most other clubs
in offering a flexible and member-friendly
service, andinhow it strives to solve
members' problems. Inthe club's view, itis
industry leading in the above, especially in
counterparty security, and strives to provide
all of this whilst still offering excellent value.

The club also remains focused on selecting
members with a good approach to quality
operation. The club seeks to maintain
standards by being prepared to cancel

members whose risk profile fails to meet
the standards set by the club or that are not
prepared to make reasonable contributions
to the claims they might bring. In this way,
the club remains attractive to the majority
of its members which, inreturn, enjoy a high
level of security, service and value.

Release calls

Anactuarial assessmentis undertaken to
establish the level of release calls for each
policy year, as the various risks to which the
clubis exposed couldlead to a wide variety
of profit andloss outcomes.

The club has considered each of alarge
number of possible results to assess the
probability of the free reserves fallingto a
level at which a supplementary call might be
made. The size of such a supplementary
call, weighted by the probability of requiring
a call of that size, represents the liability
foregone by amember that leaves the club.

Abenchmarkrelease call rate is calculated
as this amount plus a risk transfer premium,
adjusted to take into account any
commercial or market considerations.

Country of management
Owned tonnage as at 20 April 2018

1 Tankers 32% 1 Greece 13% 7 RestofAsia 6%
2 Container and general cargo 30% 2 Nordicregion 11% 8 Germany 5%
3 Drybulk 23% 3 Japan 8% 9  Singapore 5%
4 Offshore 12% 4 Canada 6% 10 Switzerland 5%
5 Passengerandferry 2% 5 ltaly 6% 11 Restof World 5%
6 Other 1% 6 USA 6% 12 Monaco 4%
13 Republic of Korea 4%

1718 14 Turkey 4%

15 HongKong 3%

16 Netherlands 3%

17 United Kingdom 3%

18 Restof Europe 3%
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Release calls for P&l and Defence Classes

Chairman'’s statement
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Policy year 20May 2018 20 May 2017 20May 2016 20May 2015 20May 2014 20May 2013 20May 2012
2018/19 6

2017/18 0 6

2016/17 0 0 7

2015/16 0 3 7

2014/15 2 3 8

2013/14 2 4 14

2012/13 3 45 15

Thereductioninrelease calls reflects
severalinitiatives launched by the clubin
recentyears to enable it to better anticipate
claims developments and achieve early
accurate estimating, thus avoiding any late
deteriorationin the incurred amounts for
each policy year.

Onthisbasis, the clubhas agreedto set
release calls at 0% for 2016/17, 0% for
2017/18 and 6% for 2018/19, maintaining
therates set last year, which are amongst
the lowestin the International Group.

The London Class release calls were set at
0% for 2016/17, 0% for 2017/18 and 0% for
the 2018/19 policy year.

Claims

The clubaims tolead the marketin
responsive, proactive and supportive claims
handling through the managers'global
network of offices. Members and brokers
consistently rate the club's claims service
very highly inannual surveys and place a
great deal ofimportance on these key
elements of it.

Theclub's approachis toadoptan
expansive interpretation of cover, finding
ways to support members wherever
possible. This approach reflects the fact
thatmembers are at the heart of the club's
business. The club aims to foster personal
relationships between members and
dedicated claims handlers employed by the
managers. This ensures that members
know who to contactin the event of claims,
including a major incident that could have a
significantimpact on their business. Claims
handlers have highlevels of authority and
are empowered to go the extramilein
taking personal responsibility for servicing

members' needs. This means that
members receive a consistent level of
service regardless of where they areinthe
world, even whenissues arise outside
normal office hours.

The clubencourages a culture of high
professional standards in claims handling.
Thisis achieved by the managers through
recruiting high-calibre marine professionals
(most of whom are legally qualified) and by
providing ongoing training and support. The
club encourages claims handlers to study
for the P&l Qualification and has one of the
highest take-up rates across the
International Group. Claims handlers are
supported by a team of senior subject
matter experts who engage with the wider
maritime industry through International
Group subcommittees and other industry
bodies. Some of the key topics are covered
below inthe industry information section of
this report. Claims handlers also work
closely with the club’s in-house team of loss
prevention experts to ensure a proper
understanding of the complex technical
issues that can arise in the marine claims
environment.

The club continues to lead the fieldin driving
down the cost of claims handling by external
service providers, including lawyers,
correspondents and technical experts. The
club has detailed service level agreements
with allmajor service providers and has
negotiated discounted billing rates and
volume discounts that deliver significant
savingsinlarger claims. The club also
actively manages the quality of service
provided through regular reviews. These
initiatives ensure that members receive the
highest quality service at the lowest cost.

Discretionary claims

As underlinedinthe chairman's statement,
the club prides itself on the approachit
takes to paying claims, which caninclude
those that fall outside the core cover
provided by the club. These claims can be
coveredifthe club's board exercises its
discretioninamember's favour. Each claim
is reviewed in detail to understand its
specific circumstances and to assess
whether the costs incurred by the member
should be brought within the scope of the
club's cover.

Inthis respect, the cover offered to
members is broad andinclusive, and the
board strives to take a pragmatic viewin
relation to discretionary claims, always
aiming to be fair and consistent.
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Operational review continued

Loss prevention

The club’s loss prevention efforts remain
centralto the club's strategic objectives and
animportant aspect of the service provided
tomembers.

The team welcomes direct discussion
with members and would encourage any
member with technical or risk-related
queries to getin touch via their usual
club contact.

Survey programme

The managers continue to focus onthe
operating quality of the club's membership,
primarily driven by the loss prevention team.
The objectives of the loss prevention team
areto:

« ensure the club underwrites ships and
members of appropriate quality

* minimiselosses to members and to
theclub

« provide experttechnicalandloss
prevention advice to members andto the
managers’ underwriting and claims teams.

During the 2017/18 policy year, the
managers carried out a total of 31 member
risk reviews. The managers also carried out
424 ship surveys, including 294 routine
surveys, 98 entry surveys and 28 follow-up
surveys. The remaining four surveys were
related to PSC detentions and dedicated
ultrasonic hatch cover tests. The survey
results were inline with expectations, with
42% of the surveys considered a pass, 51%
resultinginrecommendations that the
members could rectify without any cover
implications and 7% (31 surveys) resulting in
arequest for repairs to be carried out as a
condition of continued cover.

At thelast renewal, two members were not
offered renewal terms as a result of
concerns about operational quality.

Since the 2016/17 policy year, the managers
have beenimplementing a smart survey
selection programme combined with a
focus on cost and efficiency in carrying out
the surveys, whilst maintaining high survey
and surveyor standards. Over the last two
policy years, the overallnumber of ships
being surveyed has been reduced by about
100 to the current 424, whilst the
percentage of surveys givingrise to
recommendations remains the same, thus
focusing on ships where the loss prevention
team expects to find more deficiencies. At
the same time, the managers have reduced
the average survey cost by 10%, whilst
maintaining the same level of quality control
over the entered tonnage.

PEME scheme

The club's pre-employment medical
examination (PEME) programme has
successfully completed its second year and
the number of PEME tests conducted ona
monthly basis continues to grow. The 15
clinics now conduct around 430
examinations per month. Hypertension and
diabetes continue to be the most common
reasons for seafarers (particularly inthe 46
years and older age category) to fail the
enhanced PEMEs. As aresult, publications
are produced by the loss prevention team to
educate crew on the risks of theseillnesses.
We continue to recommend that members
carry out enhanced PEME tests for their
crews in order to safeguard the crews' lives
andreduce the potential for personalillness
claims.

SLAC

The Safety and Loss Advisory Committees
(SLAC) are a key differentiator for The
Standard Club. The Europe committee was
setupin 1992 and was the first of its kind.
The Asiacommittee was set upin 2010 and
the London Class committee was recently
updated andrelaunched. The committees
gather twice yearly to discuss claim trends
and major claims, with a view to developing
and guiding the club's loss prevention
strategy. Over the years, the SLAC have
come up with numerous projects which
have been successfullyimplemented by the

managers. One particularly successful
example is the Member Risk Reviews carried
out onall new-joiningmembers for
monitoring the quality of the members' ship
management operations and to share the
loss prevention team's knowledge with the
member. The most recent SLAC meetings
discussed topics such as seafarer wellbeing,
stowaways, pilot ladder incidents and
anchoring claims.

Misdeclared container cargoincidents
Alot of advice has been given on the
well-publicised issue of misdeclared
container cargoes, but this year the loss
prevention team has looked at the problem
fromadifferent perspective. Following
analysis of numerous misdeclared container
cargoincidents, the managers have
published a Standard Safety focusing on
container booking procedures.

Standard Safety, Better box booking

The publication sets out steps for how
container booking offices can strengthen
their 'know-your-customer' processes and
enhance booking staff training, in order to
reduce the number of misdeclared cargo
incidents.
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Being human in safety-critical
organisations

Building on the success of the Human
Element book, the managers have worked
with Teekay Shipping, BP Shipping and the
UK Maritime & Coastguard Agency onthe
production of a second book, which focuses
on why human beings make mistakes.

Being Humanin safety-critical organisations

Amongst other things, the book explainsin
detail how to investigate and understand
the frame of mind of the seafarer at the
moment he or she made the decision that
eventually led to anincident.

Cyberrisk awareness

The managers worked with Fidra Films on
an award-winning global maritime cyber
security awareness campaign '‘Be Cyber
Aware At Sea', which launched a new free
video that aims to highlight the vitaland
increasingimportance of cyber security
across the maritime industry. The film uses
real-life case studies to highlight how easy it
is for cyber criminals to target individual
employees, who are often the weakest link
inthe security chain. The film has been
viewed over 30,000 times on YouTube and
Facebook, with an additional viewing of over
100,000 offline copies. It was awarded a
SMART4SEA award inthe 2017 cyber
security category.

Selected key business areas

Standard Asia

Standard Asia was established in 1997 and is
the onlyincorporated P&l club insurance
subsidiary in Singapore. As such, it operates
largely autonomously andis fully
empowered to make decisions locally,
making it more agile and responsive thanits
competitors. Regulated by the Monetary
Authority Singapore, this makes Standard
Asia highly attractive to ship operatorsin
the Asia-Pacific region that value prompt
and effective service from an experienced
teamin theirlocaltime zone. There are 30
staffin Singapore who provide a complete
range of member services, including claims,
underwriting, loss prevention and finance.
Afurther three claims staff and a finance
manager are based in Hong Kong and report
to Singapore.

Standard Asia has seen healthy growthin
excess of 7% over the year, with mutual
owned tonnage increasing from 18.9mgt at
20 February 2017 to 20.5mgt at 20 February
2018. Growth has been particularly strongin
Korea, Singapore and Indonesia.

Three new members joined the club during
the 2017/18 policy year. At the February
2018 renewal, the club renewed all existing
members and welcomed four new
members. Premium income on expiring
business was slightly down at renewal,
reflecting the continuing softinsurance
market conditions. Following the 5% return
of mutual premium on the 2017/18 policy
year, a small underwriting deficitis expected
onthe 2017/18 financial year, with a
combinedratio of 103%.
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Korean P&l Club (KPI)

In October 2017, Standard Asia established
anew mutual collaboration facility with the
Korea P&l Association (KPIA). This provides
cover for P&l risks on a mutual basis excess
of an underlying deductible of $500,000.
The facility builds upon the excess cover
fixed premium facility established with KPIA
in August 2016, which targets Korean
coastalandregionally trading small craft up
to 10,000gt. This new agreement has six
members, which brings the KPI co-
operationwith Standard Asia to 675,000gt
entered by 11 members. Both KPland The
Standard Club expect that this arrangement
will continue to flourish and grow over time.

Singapore War Risks Mutual (SWRM)
SWRM, a class within Standard Asia with its
own committee, completed its third year of
underwriting on 20 February 2018. The year
ended with 573 ships (representing
13.4mgt) entered by 30 owners. The
premium income generated and the
number of ships entered remain in excess of
business plantargets, despite extremely
strong competitive pressures. SWRM
remains 100% reinsured, with the
reinsurance now largely placedin andled
from Singapore. SWRM was established
with the support of the Singapore Shipping
Association andis a key component of the
country's strategic aim to grow its position
as one of the world's leading maritime
centres. Witha 2017/18 policy year
combined ratio of 66% and no claims

to date, the class continues to make a
positive contribution to Standard Asia's
overallresult.

Standard Offshore

In 2017, Standard Offshore saw some
strong growth, and wrote some significant
new members and tonnage. Three notable
examples are the world's first operational
FLNG unit for Petronas, the world's largest
semi-submersible production platformand
associated FPSO for Inpex, and the world's
largest X-bow construction support vessel
for Allseas. Despite the difficulties
presented by current market conditions, we
have seen some examples of our members
being able to take advantage as
opportunities do arise, through acquisition.
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Operational review continued

The ongoing uncertainties of the current
market, however, are oftenreflectedin the
contractual terms that can be achieved by
ourmembers. As part of our service to
members, the club provides individual
contract reviews, which clarify how the
member's P&l cover responds to liabilities
under the contract or highlight where terms
are particularly onerous and, consequently,
special terms needto be appliedin order to
provide cover. They also identify where
there are exposures that fall outside of
cover. Over the past year, we have reviewed
close to 800 bespoke contracts for our
members with a view to providing them with
the maximum certainty of cover. In support
of this, we also published a contracting
bulletin to assist our members, across all
sectors, with their contract negotiations.

Offshore Contracting Guide

o @ s
or service and security u

Offshore Contracting Guide

The Standard Club Offshore Advisory
Committee (SCOAC) was established in
2017. Itisdrawn from the club's offshore
membership, with the aim of providing a
forum for discussion oninsuranceissues,
claims trends, contracting, loss prevention
and emerging risks. Senior personnel from
Subsea 7, Saipem, SBM, Allseas, Nortrans,
Energy Drilling and Floatel International sit
on the committee, which meets biannually.
SCOAC s the firstinitiative of its kind within
|G P&l clubs and helps to consolidate the
club'sreputation as amarket leaderin
offshore P&l as we look to develop new
initiatives, insurance solutions and
disseminate key industry information
across the membership.

The club's offshore division has had a long
history of supporting BIMCO by being
involved inthe drafting and revision of its
contracts. Amember of the claims team
has recently beeninvolvedin the revision of
the BIMCO SUPPLYTIME 2005, whichis one
of the most frequently used contractsin the
offshore supply vessel sector. The revised
contract has now been published as BIMCO
SUPPLYTIME 2017. Another member of the
claims teamis presently involvedin the
development of a new BIMCO contract,
whichis aimed at operatorsinvolvedin
dismantling oil/gas production
infrastructure —an areain which Standard
Offshore has long been at the forefront of
supporting and finding cover solutions.

London Class

The specialistinland and shortsea class of
the club continues to expandin very
challenging conditions, bothin the sector
itself and the continuing commercial market
competition. The club has seena 12%
growthintonnage and now insures 5mgt.
The class committee agreed for the first
time in the club’s history to return premium
—a5%returnonthe 2016/17 policy year.

TS21

The club's joint venture with Tokio Marine &
Nichido Fire (TMNF) continues to prosper
and there has been some significant
growth, particularly in time charter business
this year. Japan remains the third-largest
region for the club.

The Standard Syndicate (Syndicate 1884)
The Standard Syndicate was established by
the clubin April 2015 with the long-term aim
of improving the financial strength of the
club and expanding the range of marine and
energy covers available to members, many
of whom have taken advantage of this
offering. The club currently provides 86% of
the syndicate's capacityin 2018.

Giventhe club's deep knowledge of the
shippingindustry, proprietary data on fleets
and maritime knowledge, the syndicate
initially focused on underwriting marine and
energy risks. As the syndicate has evolved,
during 2017 it started to move to the next
phase of its strategy of seeking to diversify
into non-marine classes, while still
capitalising onits strong relationships with
the club, its members and their brokers,
whichis expected to help deliver lower
volatility, greater scale and more sustainable
earnings over time.

In common with many new syndicates, the
club did not anticipate the syndicate making
aprofitinits early years of operation. That
said, the first three years for the syndicate
have been more challenging than it would
have liked, for anumber of reasons. Whilst
the syndicate's performance in the first
three years of operation has been behind
plan, affirmative actions have been taken to
significantly improve the syndicate's
performance, including recruitment to
strengthen both underwriting and
operational capabilities, and further
diversification of the portfolio as outlined
above. These are starting to deliver
measurable results, with the syndicate's
business planfor 2018 targeting profitable
underwriting.

Members are encouraged to continue to
consider the syndicate for theirinsurance
requirements so as to supportthe club’s
investment in this excitinginitiative.

Standard Hydor

The club's joint venture in Norway, Standard
Hydor, completed its first full year of
underwriting for The Standard Syndicate.
The strong support that Standard Hydor
has received from the local market has
meant that the premium projections were
fully met.
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Reinsurance

Club retention and the Pool
Theindividual club retentionincreased to
$10m with effect from 20 February 2016
and remains unchanged for the 2018/19
policy year. The attachment pointonthe
Group GXL reinsurance programme, which
increased to $100m at February 2017,
remains unchanged.

The pooling mechanism maintains fairness
between IG clubs and ensures that the
exposures generated are manageable.

The IG reinsurance programme
Thisyear's GXL renewal resulted ina small
premium decrease for members,
depending upon ship type. The structure of
the programme this year remains the same,
with three private placements covering 15%
ofthe firstand second layers. Hydra, the
IG's captive, has an aggregate retention
under its own reinsurance contract of
$123m.

Non-poolreinsurance programme
Alarge proportion of the club's members
benefit fromthe club's non-poolable
covers. The biggest users of the non-pool
programme are charterers and those
involved inthe offshore energy and
specialist sectors, whose risks are largely
excluded fromthe Pool. The club continues
to offer the same maximum limit of $1bn.

This programme also includes the club's
fixed premium business.

Retention reinsurance

The club's stop loss protection for its
retention risksis now inits third year.

The club appreciates the support given by
its reinsurers and values highly its
relationship with them.

Investments

Inthe year to 20 February 2018, the club’s
totalinvestmentassets returned 6.4%. The
investment portfolio, which excludes
certain sterling assets including the
Standard House property and CT plc
shares, returned 5.2%.

Asat 20 February 2018, the investment
portfolio was allocated as follows:

+ corporate bonds 35%

+ sovereign bonds including bills 38%
+ equities 13%

+ alternatives 8%

+ cash/FXforwards 6%.

The currency allocation was:

« USandCanadian dollars 87%

+ European currencies (excluding
sterling) 7%

« sterling 3%

« othercurrencies 2%.

The main changesin asset allocation over
the year were a decreasein the allocation to
corporate bonds, which was offset by an
increase in government bonds and cash,
whilst there was also adecrease inthe
allocation to equities. In addition, the
allocation to non-dollar currencies was
reduced. The overallinvestment risk level
remained cautious.

On 27 April 2018 the Standard House
property was sold for £21.7m (see note 25
to the financial statements). The proceeds
of this sale have beenreinvestedin the
club'sinvestment portfolio.

Solvency and capital
management

The Standard group of clubs is regulated by
the Bermuda Monetary Authority (BMA)
under aregulatory regime deemed
‘equivalent’to Solvency I, the EU-wide
European regulatory regime which applies
tothe club's subsidiary, The Standard Club
Europe Ltd (Standard Europe).
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As part of the BMA's regulatory framework,
insurance companies are required to publish
a 'Financial Condition Report' setting out
the business and performance of the
company, its governance structure, risk
profile, solvency valuation and capital
management. Thisis published on The
Standard Club's website.

Akey requirement of the regulatory regimes
under which the Standard group of clubs
operatesisto have a well-developed Own
Risk and Solvency Assessment (ORSA)
programme in place (also referred to as the
Commercial Insurer's Solvency Self-
Assessment (CISSA) programme in
Bermuda). The club has been developing
this programme over recent years, and its
ORSA/CISSAis updated and reviewed
annually by the board.

As part of the ORSA, the club makes use of
its internalmodelto make assessments of its
own capital needs as wellas toinform
important business planningissues, including
setting the renewal pricing strategy,
reinsurance purchasing and projecting the
club's prospective result against which actual
performance can be measured.

The ability of the club to make
supplementary calls remains animportant
part of the resources available to meet its
capitalrequirements. Both the BMA's
regulatory framework and the Solvency |l
Framework Directive allow mutual insurers,
such as the club, to have the right to

make supplementary calls included as
additional capital.

The board keeps the need to make
supplementary calls under review when
considering the overallfinancial resources
available to the club and has decided that no
supplementary callis currently needed for
any of the open policy years, noris any
expected.

Theboard's strategic approach to capital
hasbeenreferredto above inthe free
reserves section of the report of the
directors andis set outinthe club's capital
management methodology bulletin
publishedin November 2017 and available
ontheclub's website.
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Operational review continued

Brexit

On 29 March 2017, the UK Prime Minister,
Theresa May, triggered Article 50, the legal
mechanism by which a country formally
exits the EU, marking the start of two years
to negotiateits terms of exit with the
remaining 27 EU member states. The UK
willleave the EU on 30 March 2019 and it
appearsincreasingly likely that UK
companies willlose ‘passporting rights',
which means that UK insurance companies
willlose the automatic right to offer
insurance to EUinsureds. Thishas a
substantialimpact on Standard Europe, as
approximately 50% of insured business will
be affected.

The managers have recommended that the
club move from a two-club to a three-club
strategy, which means the formation of a
third subsidiary of Standard Bermuda which
is withinthe EU. The managers sought
advice from two professional service firms
andbuilt a preliminary shortlist of ten EU
member states. This was then reduced to
fourmember states and the managers
entered into discussions with the regulator
in each of these four member states.
Following these discussions, the shortlist
was then reduced to two member states,
Ireland and Luxembourg. The Standard Club
board of directors metin October 2017 and
made the final decision to proceed with
establishing an authorisedinsurerin Ireland.
The board considered three broad criteria:
operationalimpactincluding corporate
governance, the attitude of the regulator
and taxationissues.

The new subsidiary in Ireland will
predominantly underwrite EU risks from
20 February 2019 and the UK subsidiary,
Standard Europe, will be rebranded during
2018 and continue to insureits existing
non-EU business. Standard Asia will be
unaffected by these changes.

The managers have engaged with the

Irish regulator and have submitted the
application for the new subsidiary. The
managers are currently building the
application for anew Charles Taylor entity
tomanageit. Itis envisaged that while some
functions are heldin Ireland, a number of
critical functions will be outsourced back to
the UK. Members and their brokers should
be assuredthat all steps are being taken

to mitigate and minimise any business
disruption and that their existing
relationships with the managers willbe
maintained. Further details on the club’s
Brexit arrangements and the implications
formembers will be provided during the
second half of 2018.

Diversity and inclusion

The clubis committed to providing an
environment for the managers' staffin
which their individual talents can flourish
andthere are fair and equal employment
opportunities for allpersons. The managers
are an equal opportunities employer and
base alldecisions on individual ability
without regard to gender, race, religion,
beliefs, political opinions, creed, colour,
ethnic origin, citizenship, nationality, marital/
parental status, identity expression, sexual
orientation, age or disability. Appropriate
training and career development are
available at all levels and the managers are
committed to helping allemployees to
realise their potential by gaining relevant
skills and experience.

The General Data Protection
Regulation (GDPR)

The GDPR cameinto force inthe EU/EEA
on 25 May 2018 and companies/
organisations caught by the regulation are
inmost cases having to commit significant
resources in order to ensure compliance.
The club hasissued a circular and published
abulletin onthe subject for members.

GDPRbulletin

GDPRbulletin

This new regulation significantly overhauls
the data protectionrules across Europe,
changing how personal datais collected,
stored, processed, accessed, used and
transferred. The GDPR willbe incorporated
into the law of the United Kingdom under
the Data Protection Act 2018, whichiis
expectedto enterinto force at the same
time. The UK's compliance with the GDPR
willnot be affected by Brexit.

The GDPRis designedto strengthen
procedures relating to ‘personal data’,
defined as datathat canidentify, or be used
toidentify, alivingindividual, and affects all
organisations that process such data within
the EU orrelating to EU citizens. As wellas
putting new obligations on companies and
organisations that are collecting personal
data, the GDPR also gives individuals a lot
more power to access the information that is
held onthem and to get their data erasedin
some circumstances. Failure to comply with
the newregulationsin respect of certain
provisions couldresultin significant fines.

The managers consider that the club will in
most cases be a data controller for the
purposes of the GDPR. The club wholly
outsources management to Charles Taylor
&Co (Bermuda), whichin turn delegates
day-to-day administration to Charles Taylor
& Co. Limitedin London and other
companies within the Charles Taylor group,
which willin most circumstances actas a
controllerincommon. This will permit the
clubto operate under the GDPR framework
being built by the managers and therefore
be compliant.
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Industry issues

US sanctions

Iran

On 8 May 2018, President Trump
announced that the US would terminate

its participationin the Joint Comprehensive
Plan of Action (JCPOA), otherwise known as
the 'Iran nuclear deal’, between Iran and the
permanent members of the UN Security
Council (China, France, Russia, the UK, the
US, Germany and the European Union). The
US Administrationimmediately began to
take steps to reimpose US nuclear-related
secondary sanctionslifted under the
JCPOA, which apply to non-US persons and
entities. US primary sanctions which apply
to US persons and entities were not lifted
under the JCPOA and therefore continue

to apply.

The reimposed sanctions, following a
90-day and 180-day winding down period,
will target key sectors of Iran's economy,
suchasits energy, petrochemical and
financial sectors, whichis likely to have
significant ramifications for maritime trade
withlran. Sanctions relating to the provision
of insurance and reinsurance will be
reimposed on 5 November 2018, following a
period to allow the winding down of existing
arrangements. It willonly be possible to
assess the realimpact of this decision by
the US following clarification of the position
of the remaining JCPOA partners, who have
reaffirmed their support for the JCPOA.

North Korea

The sanctionsimposed under CAATSA
against North Korea include the power to
impose sanctions on persons determined
to have knowingly acquired certain metals,
ores and minerals from North Korea or
insured a vessel owned or controlled by the
Government of North Korea.

In September 2017, President Trump issued
Executive Order 13810, whichimposes
further sanctions against persons who

operate in the North Korean construction,
energy, financial services, manufacturing,
mining or transportation industries, or who
have engagedin a significantimportation
from or exportation to North Korea. It also
prohibits vessels that have called ata portin
North Koreain the previous 180 days,
including vessels that engaged in ship-to-
ship transfer with such a vessel, from
enteringthe US.

Russia

The CAATSA contains sanctions against
Russia, whichinclude freezing all assetsin
the US of any person or entity determined
to be operatingin certain sectors of the
Russian economy, such as energy, mining,
engineering, defence and financial services.

It also expands the scope of Directive 4 of
the US sectoral sanctions against Russia, so
thatitis prohibited fora US personto
provide goods, services or technology in
support of deepwater, Arctic offshore or
shale projects that have the potential to
produce oilanywhere in the world and not
just Russia. It extends the application of the
Directive so that it applies to persons who
have a controllinginterestin the project
(defined as not less than 33%).

It also provides the power toimpose
sanctions on US and non-US personsifitis
determined that they have knowingly made
asignificantinvestmentinaRussian crude
oil project orin the construction of Russian
energy export pipelines (where the
investment or support are valued at at least
$1m or $5mover 12 months).

Sudan

On 12 October 2017, US OFAC revoked its
economic sanctions against Sudan. However,
itis still prohibited for US persons to transact
any business with persons or entities named
as SDNs (Specially Designated Nationals) on
the US sanctionslist.
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Technology and innovation

The shippingindustryis set to change
drastically over the next decade, with fully
unmanned ships predicted to set sail by
2030. Certainly, autonomous ships in some
capacity willbecome areality sooner, with
the Yara Birkeland (a fully electric small
container ship trading inland Norway)
expectedto be deliveredin 2019.

Inresponse to the fast pace of change, the
managers have set up a Technology
Working Group comprised of employees
from different areas of the business. The
group was initially tasked with monitoring
the development of autonomous ships but
has since evolved to cover additional areas,
including:

+ howwe canuse datato better
understand risk and improve
underwriting

« whattheincreased use of blockchain
might mean for the shipping and
insurance industries

« theimportance of cyber security.

The working group will continue to monitor
developmentsintheindustry, andinternally,
to see how technology can help the club
improve operations. It will provide updates
to the membership onits findings.

MLC

Since 18 January 2017, all ships which are
subjectto MLC are requiredto carry and
display on board two certificates confirming
that financial security is in place for the cost
and expense of crew repatriation, as well as
for up to four months' contractually entitled
arrears of wages and entitlements following
abandonments (MLC Standard A2.5.2, para
9), as well as afurther certificate for liabilities
for contractual claims arising from seafarer
personal injury, disability or death (MLC
Regulation A4.2 para 1(b)).
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Industry issues continued

Whilst some of the liabilities arising under
the certificates are covered by standard
P&l cover, ie compensation for death
orlong-term disability, the liabilities for
outstanding wages and repatriation of
seafarers, together with incidental costs
and expenses, fall outside of cover. In
agreeingto provide the necessary
certification, allthe IG clubs have agreed
that, if clubs are required to meet liabilities
falling outside of coverin the firstinstance
under the certificate, members will be
obliged to reimburse the club. In the
eventthat a member fails to meet these
obligations, the club willlook to the joint
entrants on the policy to make good the
debt, onthe basis that they are jointly and
severally liable to reimburse the club for
any MLC liabilities falling outside standard
P&l cover. Thisis reflected within the rules
and also within the terms of the MLC
Extension Clause.

On 24 April 2018, the International Labour
Organisation hosted ameeting of the
Maritime Labour Convention Special
Tripartite Committee onthe MLC. The
International Transport Workers' Federation
(ITF) delegationrepresenting seafarer
interests had tabled a proposal to introduce
furtheramendments to the MLC which
would require ships subject to the MLC to
maintain and evidence insurance for the
protection of seafarers' wages during
periods of captivity following hostage taking
by pirates orarmed robbers at sea. These
proposals called for ships to carry a separate
MLC financial certificate on board covering
such liabilities. It was likely that ship owners
would look to the clubs to provide this
necessary certification.

Whilst being sympathetic to the proposal
that seafarers held captive as aresult of an
act of piracy or armed robbery should
continue to receive their wages and
entitlements during the period of captivity,
the International Chamber of Shipping (ICS)
delegation submitted a counter proposal
dismissing the call foramendments to

the MLC onthe basis that they were too
extensive, possibly resultingin significant
amendments to existing legislation. They
also expressed concerns that the recent
MLC 2006 amendments have only very
recently entered into force and would
require more time to be fully implemented
before any new financial security
requirements were introduced relating

to wages during periods of captivity.

Some governmental delegations proposed
acompromise amendment that would have
had the effect of amending the existing
Standard 2.5.2 paragraph 9. This would have
meant a simplified amendment and
reduced thelegislative burden on national
parliaments. Nevertheless, this proposal
was deemed to be inappropriate on the
grounds that it was completely new.

The final decision taken was that the MLC
willbe amended toimpose an obligation on
shipowners to ensure that if seafarers are
held captive, their wages and entitlements
will continue to be paid, but without any
obligation for evidencing and maintaining
financial security in respect of such wages
and entitlement.

Ballast water management

Convention update

The International Convention for the
Controland Management of Ships' Ballast
Water and Sediments (BWM Convention)
was adopted by the International Maritime
Organization (IMO) in 2004 inresponse to
concerns about ecological and
environmentaldamage caused by the
introduction of potentially invasive alien
species through ships'ballast water. The
BWM Convention entered into force on

8 September 2017 and currently has 68
signatories representing 75% of the world's
tonnage.

The purpose of the BWM Conventionis to
halt the spread of potentially invasive alien
species through the adoption of clear and
robust standards and guidelines for the
management of ships' ballast water. The
BWM Convention requires internationally
trading ships to manage their ballast water
inaccordance with a ship-specific plan,
maintain a ballast water record book and
carry aninternational ballast water
management certificate.

The management of ballast water is
effected through the use of an approved
ballast water treatment system, judged
according to guidelinesissued by the IMO.
Approved systems must have been fitted by
adate determined according to when a ship
was built and when any international oil
pollution prevention certificate was
granted, as prescribed by regulationsissued
pursuant to the BWM Convention.
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US ballast water issues

The United Statesis not a party to the BWM
Convention and regulates ballast water
unilaterally under national legislation. Both
the US Coastguard and the Environmental
Protection Agency enforce compliance in
relationto ballast water. The US Coastguard
does so with regulations which require the
installation of an approved ballast water
management system on most ships
operatingin US waters by either the ship's
first scheduled dry-docking after 1 January
2016 or on delivery for newbuilds. In
addition, a number of states (including
California) have issued their own ballast
water requirements which are usually
stricter thanthose set at national level.

Lloyd’'s Open Form -side
agreements

The Lloyd's Open Form (LOF) salvage
contract has beeninuse for over 100 years
andis often the best contractinan
emergency situation. The Special
Compensation P&l Club (SCOPIC) clause
has been used in conjunction with LOF for
nearly 20 years and, like LOF, isin principle
supportedby The Standard Club.

However, there has been arecent trend for
shipowners and their hull & machinery
underwriters to enter into side agreements
with salvors which modify the operation of
the LOF/SCOPIC regime, including by
varying the way salvors are remunerated.
This practice undermines one of the key
advantages of LOF —that the contract can
be signed unamendedin an emergency
when delay could lead to the situation
gettingworse.
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Members should be aware that the use of
side agreements could also prejudice P&l
cover to the extent that they affect the
operation of the SCOPIC clause. Thereiis
also arisk that side agreements may not be
binding and could be subject to challenge
based on provisions of the 1989 Salvage
Convention and LOF itself (which relate to
unfair contracts and a prohibition on
inducements respectively).
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Principal risks and uncertainties

How the club manages risk

The boardis responsible for identifying and
managing the club's risks. The board's risk
management responsibilities are led by the
Audit and Risk Committee, which reviews
the risks facing the club, their potential
impact, management and mitigation at
each of its meetings. The board sets the
club'srisk appetite inrelation to all key
aspects of the club's operations, and the
club's strategy reflects that appetite.

Key risks are evaluated to assess their
likelihood and potentialimpact.

Type of risk Risk description

The club’'s management establishes
controls which are designed to ensure that
the tolerances containedin the board's risk
appetite are not exceeded and, where
possible, putsin place arrangements or
processes to mitigate the club’s risks.
Acting throughits Risk Committee, the
club's management regularly monitors the
effectiveness of the risk management
system, including the impact of changesin
the club's risk profile and emerging risks.
Ariskregister is maintained which records
therisks and their potential likelihood,
impact, mitigation and controls. The club’s

Management action

internal model reflects the risks identified
andis used to assess the potential
aggregate impact, and hence thelevels of
capital required to cover them.

The club’s risk and internal audit functions
report to the Audit and Risk Committee,
providing assurance that the club's risk
management systems are functioning
correctly.

Underwriting risk

Premiumrisk

The risk that premiums charged willnot be .

Premiumriskis managedby:

sufficient to meet all associated claims and — clear underwriting controls, pricing models, and underwriting review and

expenses, including:

authority levels

« internalrisks arising from underwriting — monitoring for undue concentrations of risk, acceptability of member loss

inappropriate orincorrectly priced

business

« externalrisks arising from adverse
insurance or reinsurance market
movements, or adverse trading .
conditions for the club's members.

records and consistency of pricing with risk appetite

— adedicatedloss prevention function, aimed at ensuring the club only

retention reinsurance.

underwrites those shipowners that operate to an acceptable standard as well
as encouraging good risk management by members.
Premium riskis mitigated by appropriate reinsurance programmes, including the
IG pooling and reinsurance programme, and the club's own non-pooland

« Reinsurance strategyis set by the board inline with the board's risk appetite and is
designed to mitigate the club's insurance risk through programmes tailored to the
club's exposures. The efficacy of the club’s reinsurance arrangementsin
mitigating club risks is tested by the actuarial function.

Reserverisk Therisk that claims reserves willbe + Reserveriskis managed by:
inadequate to cover known losses, and/or — promptreserving of potential losses
unknown or undeveloped losses, such as — regular review of individual estimates and overall reserve adequacy

occupational diseases.

— systematic claims audits and monitoring the performance of individual claims
handlers to ensure consistency of approach

— modelling of technical provisions by the club's actuarial function

— actuarialreserving process and controls, with a quarterly reserving committee
incorporating review of underlying assumptions and methodologies.
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Type of risk Risk description Management action
Financial risk
Creditrisk Therisk of aloss occurring owing to the + Therisk of defaultis mitigated by:

failure of a counterparty to meet its
contractual debt obligations. Counterparties
include members, reinsurers, other IG clubs,
intermediaries, banks and investment

— usingonly well-rated reinsurers and monitoring their financial condition

— Pooling Agreement provisions, which provide security for inter-club obligations

— prompt follow-up of outstanding member premiums, ability to net overdue
premium amounts against unpaid claims, and suspension or cancellation

counterparties. of cover
— investmentrules and counterparty limits.
Market risk Therisk of loss occurring from fluctuations  « Theclub'sinvestment strategy has been developed with the following objectives:

inthe value orincome frominvestments,
including the effects of fluctuationsin
interest and exchange rates.

a. Topreserve capital for the payment of the club's claims and other liabilities by
limiting the riskin the portfolio as agreed from time to time by the board.

b. Within therisk tolerance agreed by the board, to maximise the overall returns as
measured over rolling three-year periods.

c. Toensurethere are ready funds to meet liabilities as they fall due.

There are clear and regularly reviewed investment rules, and the club managesits

investment risk through investing widely and in different asset classes to diversify

the overall portfolio and produce reasonable returns with acceptable volatility. The

clubis exposed to equity price fluctuationrisk, but the investment rules limit equity

exposure.

The currency of investment is matched to the profile of the liabilities to which the

clubis exposed. The club makes use of forward currency contracts to hedgeiits

exposure to fluctuations in the value of non-core currencies and to maintain the

matching of the investment profile to the liability profile.

Interest rate risk exposure is measured and controlled through regular

consideration of the appropriate duration of the fixed interest component of the

portfolio.

Theinvestment asset and currency benchmarks are modified from time to time to

reflect the board's reassessment of market risk appetite, as informed by its

assessment of the investment markets as well as by risk appetite and regulatory or

rating agency considerations.

Liquidity risk Theriskarising frominsufficient financial
resources being available to meet liabilities
astheyfalldue.

The club continually monitors its cash and investments to ensure that the club
meetsits liquidity requirements.

Adequate cash holdings are maintained at all times and the club’s asset allocation
strategyis designedin part to enable the ready availability of funds to meet
insurance liabilities as they fall due.

The clubregularly reviews the time period required to liquidate the investment
portfolio.

The likely cash outflows in relation to specific large claims are projected and
monitored.

Significant claim settlements through the IG Pool and associated reinsurance
arrangements are subject to special settlement provisions that provide the club
with access to funding for those large claims that are subject to reinsurance
recoveries.

Operationalrisk  Therisk resulting frominadequate or failed
internal processes, people and systems, or
from external events.

The club hasidentifiedits operational risks and has in place appropriate controls to
manage and mitigate suchrisks, consistent with good practice, regulatory
guidance andlegislation relating to human resources, financial crime, business
continuity and information security.

As the club employs independent third-party managers to manage its day-to-day
activities, an appropriate governance structure and control framework are alsoin
place to monitor the club's outsourcing of its operations.
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Corporate governance

Overview

The club comprises members from the
international shipping community and
seeks to follow good governance principles
that would generally be recognised
throughout world markets.

The clubis principally regulated in Bermuda,
with regulated operatinginsurance
subsidiaries in the UK and Singapore, and
the club has had particular regard for the
requirements of these countries in arriving
atits current practices.

Boardresponsibilities

The board's governance of the clubis
describedinthe board governance policies
statement. This sets out, amongst other
things, the board's role and matters
reserved for the board, and the board's
duties, composition and operation. The
principal functions of the board are to:

« governanddirect the club's affairs

+ ensurethatthe club's objectives are
being fulfilled

+ settheoverallstrategy and key policies

» setandreview the club's risk appetite

« overseeriskmanagementand
compliance issues

« ensurethatthereis asuitable and clear
allocation of responsibility between itself
and the managers

« satisfyitselfthat the managers have an
appropriate structure for the
management of the club

« directand supervise the managers and
consider their reports onall significant
aspects of the club's affairs

« ensure that there are suitable systems
of control.

At each board meeting, the directors are
provided with up-to-date reports on the key
financial indicators for the club and onrrisks,
controls, underwriting, claims, investment
and general policy issues. The directors are
provided with board meeting papersin
sufficient time before each board meeting
to enable them to understand the relevant
issues and to focus upon decisions that
needtobe made.

The board has delegated to the managers
the implementation of the board's strategy
and policies, and the management of the
day-to-day operations of the club.

Aformal management agreement between
the club and the managers sets out their
respective obligations and responsibilities.
Inaddition, thereis a service level
agreement against which the board reviews
the performance of the managers.

Board membership

The great majority of directors are non-
executive and are notinvolvedin the day-to-
day executive management of the club. By
virtue of the bye-laws, directors are, in the
most part, the owners or senior executives
of member companies.

The chairmanis responsible for the
direction and effectiveness of the board
and the oversight of the club's affairs and
strategy. There are two deputy chairmen
whose roles are to assist the chairmanin
carryingouthisrole. The chairman and
deputy chairmen are elected for aterm of
three years but may be re-elected for four
further three-year terms.

Theboardalso has the benefit of an
insurance expertdirector, and expert
insurance and investment guidance from
its managers and personnel within the
managers’ group, as well as access to
additional independent insurance and
regulatory, financial and investment
expertise as required.

A Bermudian resident director with insurance
and regulatory experience, appointed to the
boardin January 2016, continued to serve on
the board during the year.

One-third of the directors must retire from
office by rotation at each annual general
meeting (AGM) and all directors appointed
since the date of the last AGM must put
themselves forward for re-election.

Directors who have held office for a period
of nine years must offer themselves for
annual re-election to the board. Directors
must retire from the board at the next AGM
if they are nolonger eligible to be elected to
the board according to the bye-laws.

Remuneration

Directors receive fees agreed by the club
membership at the AGM (other than the
fees of non-member directors, which are
agreed by the board and which are
appropriate to their non-executive status).

Directors who are employed by the
managers do not receive directors' fees.
However, the performance-related
elements of their remuneration are
reviewed by Charles Taylor group's
Remuneration Committee to ensure that
they are stretchingand designed to
promote the long-term success of the
business.

The Nomination and Governance
Committee considers the remuneration
policy of the managers to ensure that
incentives are aligned with the interests of
the club and with prudent risk-taking.
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The club’'s administrative functions are
undertaken by the managers, who receive a
management fee for their services, whichis
agreed by the board annually. This follows a
review by the Nomination and Governance
Committee, which reports to the board, of
the managers' budgets, performance and
costs, including a comparison with other
clubs based upon available data. The club's
financial statements provide full disclosure
of the management fees paid. The boardis
keento encourage greater transparency of
administration costs by P&l clubs generally,
although this does not appear to be a high
priority for some clubs.

Insurance and indemnity

The club maintains liability insurance for its
directors and officers with a cover limit of
£30m, whichis renewed on an annual basis.
The club also indemnifiesits directors
throughits constitutional documents.

Committees of the board

Theboard's three main committees
—Nomination and Governance, Audit and
Risk, and Strategy —meet prior to each
board meeting and each have written terms
of reference which are available on the
club's website.

Nomination and Governance Committee
The committee's main responsibilities
include identifying suitable candidates for
board membership and membership of
board committees, reviewing the overall
composition of the board, leading reviews
of the board's effectiveness, and reviewing
and making recommendations on the
club's governance structure, policies and
practices. During the year, the committee
reviewed the make-up and balance of the
skills onthe board, succession planning for
key board appointments, as well as board
attendance and potential candidates for
board membership. The committee does
not generally use the services of an
external consultancy firm or open
advertising for the appointment of
non-executive directors, as board
candidates are generally sought from the
members. In addition, the committee

considered assessments of the club's
compliance with the UK Corporate
Governance Code 2016 and the FRC
Guidance on Audit Committees 2016, as a
result of which afew minor enhancements
were made to the club's Audit and Risk
Committee's terms of referencein
October 2017.

The committee also reviews the induction
and training programmes for board and

committee members.

The committee leads the review of the

managers' performance and, in this respect,

during the year, reviewed their performance
against the specific requirements of a
service levelagreement, as well as their
remuneration. The committee considered
succession planning for key executive
management roles.

The performance of the board, its
committees and the chairman are reviewed
annually. The Nomination and Governance
Committee conducted an evaluation of the
board's and committees' effectivenessin
2017 and considered the board and
committees to be operating effectively.

Inaccordance with the requirements of the
Insurance Code of Conduct 2015, the
committee considers, at each meeting, the
group governance map.

Ensuring that members are satisfied with
the club's performance and that they are
receiving fair treatment from the club are
high priorities for the board.

Aformal member and broker survey was
conducted inthe summer of 2017 and the
results were very positive, with 97% of
members expressing a likelihood to
recommend the club to another shipowner.
Additionally, informal regular monitoring of
member satisfactionis carried out to gauge
the members'views of the cluband to
identify any areas forimprovement.

Chairman'’s statement

The directors
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The results of this monitoring process

are reviewed by the Nomination and
Governance Committee. In addition to this
process, the managers aimto visit as many
members as practically possible every year
toensure that they are aware of the club's
strategy and operations, and to identify any
areas for concern.

Audit and Risk Committee

The Audit and Risk Committee's role
includes the review of the financial
statements of the club, its financial
regulatory returns, relations with and
reports from the external and internal
auditors, and oversight of the club's risk
management andinternal controls. During
the year, the committee reviewed the
annual report and gave consideration to the
scope and nature of the year-end audit. It
considered compliance with accounting
standards, the independence (takinginto
consideration the Ethical Standard 2016)
and effectiveness of the external auditors,
andthe scope and extent of the non-audit
services provided by them. A policy on the
provision of non-audit services by the
external auditors will be developed taking
into account the Ethical Standard 2016 and
legal requirements.

The committee received adirect report
from the external auditors' engagement
leader and challenged him on the audit
report.

The committee will be retendering the
externalaudit workin 2018.

The committee also received areport
following an external quality assessment of
the internal audit function, conducted by
Deloitte, which contained a number of
recommendations to enhance the function.
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The committee reviewed the integrity and
effectiveness of the club's financial controls,
the operation and resources of the risk
management, compliance and internal audit
functions, and the risk management,
compliance andinternal auditreports. The
club's principal risks and uncertainties, and
the effectiveness of the company's risk
management and internal controls
systems, including whistleblowing
arrangements, were reviewed by the
committee and the board.

Marianne Sgrensen stepped down as the
chairman of the Audit and Risk Committee
atthe end of its meeting held on 29 January
2018. Erik Johnsen was appointed as
chairman with effect from 29 January 2018,
subject to regulatory approval.

The committee receives areporton
whistleblowing incidents and complaints,
if any, at each meeting.

The committee monitored the capital
requirements of the club, reviewed the
progress of the report on the club’s Own
Risk and Solvency Assessment, and
reviewed the development of the club's
internalmodel, includingitsinputs,
assumptions, methodology, uses,
sensitivities and outputs.

Strategy Committee

The committee’s role includes considering
and making recommendations to the board
concerning the strategy to be adopted by
the club, reviewing the performance of the
clubin meetingits strategic objectives,
reviewing the club’s business environment,
and considering new strategic initiatives,
alliances and potential mergers.

During the year, the committee discussed
new products and services, and the
effective marketing of them. The
committee also considered progress of
business development initiatives and the
impact, threats and opportunities arising
from the decision by the UKin July 2016 to
leave the EU. Thisincluded contingency
plans to facilitate the continued provision of
insurance services to members within the

EU following such exit. After due
consideration, the committee
recommended to the club board to set up
aninsurance entityinlreland to enable it to
continue servicesinthe EU and this will be
progressed during 2018 in preparation for
the UKleaving the EUin March 2019.

The committee reviewed the performance
of The Standard Syndicate and Charles
Taylor Managing Agency, and the
underwriting and renewal strategy for the
2018/19 policy year.

The Chairman’s Group

The Chairman’s Group reviews the affairs of
the club with the managers between board
meetings and has met 12 times since the
lastreport.

Risk management

Approach

The board, and its Audit and Risk
Committee, setandreview onaregular
basis the club's risk appetite, the major
business risks facing the club, their potential
impact, and the systems and controlsin
place to manage and mitigate those risks.

Duringthe year, the board reviewed the
club'srisk appetite statement whichis used
to provide guidance to management. At the
highest level, risk appetite is consideredin
terms of the likelihood that the club may be
required to make an unbudgeted
supplementary callon members, whether
directly as aresult of its mutual underwriting
activities or through other activities such as
investingin risk-bearing assets. The club
usesitsinternal capital modelin the
assessment of aggregate levels of risk
against risk appetite.

In addition, detailed measures of the club's
appetite for each of the club’s key risks have
been established, with key risk indicators
reported at each board meeting.

The club operates a 'three lines of defence’
system of internal control, supplementing
the management of risk by its business
units through regular reviews of controls by
the risk management function and tests of
controls to ensure their adequacy through
internal audit assurance. Therisk
management systemand processes are
linked to the club’s internalmodel, whose
outputs assistinthe management of the
business as wellas inthe assessment of the
economic capital required to reflect the
financialimpact of business risks.

The principal risks facing the group and the
risk mitigation actions, controls and
processes by which they are managed have
been explained previously in this report.

Maintenance of a sound system of
internal controls

The board has satisfieditself, through
review by the Audit and Risk Committee,
that there are suitable and appropriate
systems of control withinthe club’s
management, including a process for
identifying, evaluating and managing the
risks that the club faces, and that the
controls operate effectively, including
monitoring that the club operates withinits
risk appetite and complies with its
regulatory responsibilities.

Compliance and regulation

Approach

The club’s compliance and regulatory affairs
are overseen by the Audit and Risk
Committee. The board agrees the
compliance monitoring plan, and the
managers' compliance function submits
reports to allmeetings of the Audit and Risk
Committee, including the results of
compliance monitoring work carried out
and any issues arising. The managers also
report any incidents where controls have
either failed or nearly failed, or where risks
have crystallised or have come close to
doing so.
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Internal audit

The club'sinternal audit functionisled by a
senior Charles Taylor manager. The internal
audit departmentis anindependent unit
within Charles Taylor andis notinvolved with
the day-to-day management of the club.

The head of internal audit, who attends all
Audit and Risk Commmittee and board
meetingsin person, is directly accountable
to the chairman of the committee and has
free and unrestricted access to the
chairman of the club board. The head of
internal audit has a private 'in camera’
session with the committee at the end of
each meeting. The internal audit reports
submitted to each committee meeting
summarise the audits undertaken and
identify progress against the agreed audit
timetable. The audits themselves are rated
red, amber or green, and individual audit
issues are categorised as high, medium or
low. Once ayear, an assurance map is tabled
for discussion, which sets out the main
operational areas of the business and
indicates the status of, and outlook for, the
control environment.

Theinternal audit terms of reference are
reviewed on an annual basis.

The annual audit planisrisk based. It
reflects, among other things, the
operational, financial, administrative and
regulatory aspects of the club's business,
taking asits starting point the internal
audit's assessment of the risk environment.
Some audits are carried out by external
consultants. The planis flexible so that it
can deal with any reprioritisation that may
occur during the course of the year.

Key policies

The board maintains policies across arange
of areas, including conflicts of interest,
financial crime and whistleblowing,
sanctions, and business and ethical values
and treating customers fairly.

Conflicts of interest

The board has considered the potential
conflicts of interest that exist within the
club’'s and the board's operations, and has
adopted a conflicts of interest policy. A
conflicts register is maintained, identifying
potential conflicts of interest that could
affect the club.

Ina mutual organisation, the members are
also theinsured parties. Negotiations
relating to any matter concerningmembers
or directorsin their capacity as insureds are
conducted atarm'’s length. Directors do not
participate in board discussions on specific
matters concerning their companies as
insureds.

Procedures areinplace to ensure that
potential conflicts ofinterest between the
club and the managers, betweenthe club’s
members, and between members and
other clients of the managers' group are
identified and managed.

Prevention of financial crime and
whistleblowing

The managers have procedures to prevent
the club beinginvolved unwittingly in money
laundering or inappropriate payments. They
also have whistleblowing proceduresin
place to ensure that members of staff can
raise matters of concern confidentially so
that they may be appropriately investigated.
The board has a whistleblowing policy which
is kept under review by the Audit and Risk
Committee.
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Sanctions compliance

The clubis committed to ensuring that it
complies with allapplicable legislation
relating to international sanctions, and has
implemented internal procedures and an
automated screening process to ensure
compliance. The club also aims to ensure
that members are kept up to date with
relevant sanctions information to assist
theminensuring that they too are
compliantand do notinadvertently breach
sanctions.

Business and ethical values and treating
customers fairly

The clubis committed to conductingits
business affairs in a fair, proper and ethical
manner, and in compliance with all
applicable laws, regulations and professional
standards. The managers adopted an
updated set of corporate valuesin January
2018 which are communicated to all staff
regularly to ensure that their work on behalf
ofthe clubis carried out with integrity and
fairness.

Theboardand the managers are
committed to treating customers and all
stakeholders fairly, and keep under review
the quality of service that the club provides.
Thereis acomplaints system, whichiis
published on the website.



The Standard Club Ltd
Annual report and financial statements 2018

28
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Business continuity

The managers have full business continuity
contingency plans, which they periodically
test, to ensure that the club can continue to
operateinthe event of a serious incident,
such as, for example, a terrorist event.
Business records and documentation are
stored electronically, are regularly backed
up and are accessible remotely. Continuity
testingwas carried outin April 2018, which
confirmed that the business (including all
key processes) would be able to continue
functioninginthe event of anincident, and
further tests willbe carried outin the
forthcomingyear.

The environment

The day-to-day business of the clubis
carried out by its managers, who are
committed to minimising the impact on the
environment of the club's business
operations and to achieving best practicein
areas in which these have an environmental
impact. The managers have taken steps to
reduce the club's carbon footprint and
strive to minimise its energy consumption
throughits energy management policy and
by encouraging staff to use energy
thoughtfully. Where possible, the managers
use energy-efficient business appliances,
thereby givingrise to energy savingsand a
reductionin emissions. Standard House,
which up until April 2018 accommodated
the managers' London operations,
incorporated a number of design and other
initiatives to reduce that office's
environmentalimpact and carbon footprint,
anditis compliant with the Energy Savings
Opportunity Schemeinthe UK. The
managers' future headquarters, The
Minster Building, which will be occupied
from the beginning of July 2018, willadopt
the same or a similar approach, in order to
ensure compliance.

The clubrequiresits members to comply
with allrelevant environmental regulations,
standards and laws, and supports themin
developing and maintaining best practicein
their operating procedures and practicesin
order to minimise the impact of their
businesses on the environment.

The club translates its environmental policy
into practical guidelines to assist the
implementation of good practice amongst
its membership.

[t regularly audits members' ships and
management to monitor compliance with
environmental regulations, and to evaluate
and encourage the implementation of good
operating procedures. The club encourages
itsmembers tobe 'bestin class'andlooks at
initiatives to help them achieve this.

[t willnot accept for entry, or continue to
insure, members that consistently fail to
comply with acceptable standards of
responsible operation.

Equality of opportunity and gender
diversity

The managers have formal policies which
aimto attract and retain a diverse and
flexible workforce, and to promote equality
of opportunity. As far as board
appointments are concerned, the board
believes that appointments should be
based on merit and overall suitability for the
role. When considering succession planning,
the Nomination and Governance
Committee bearsin mind the balance of
skills, knowledge, experience and diversity
existing on the board.

Modern Slavery Act

Given the nature of its business, the club
considers that there is minimal risk that the
club, its managers or the supply chains
which support the club's business activities
areinvolvedin, or complicitin, slavery and
human trafficking. The managers are
committed to making sure that the club’s
business and those of its suppliers are free
frommodern slavery and human trafficking,
and have therefore taken, and will take, the
steps set outin The Standard Club Modern
Slavery Act Statement.
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Directors’ responsibilities

Statement of disclosure of information
to auditors

Eachpersonwhoisadirector at the date of
this report confirms that:

» sofaraseachofthemisaware, thereis
no information relevant to the audit of
the club's financial statements for the
year ended 20 February 2018 of which
the auditors are unaware

+ eachdirector has taken all steps that they
oughtto have takenintheirdutyasa
director to make themselves aware of
any relevant auditinformation and to
establish that the club's auditors are
aware of that information.

Directors’ responsibilities

The following statement, which should be
read in conjunction with the auditors'report,
as setoutonpages 31 to 33, is made with
the view to distinguishing for members the
respective responsibilities of the directors
and auditors in relation to the financial
statements.

Thedirectors are responsible for preparing
the report of the directors and the financial
statements inaccordance with applicable
laws and regulations in Bermuda. The
directors have elected to prepare the
financial statements in accordance with
United Kingdom Accounting Standards
including Financial Reporting Standard 102:
‘The Financial Reporting Standard
applicable in the United Kingdom and the
Republic of Ireland’ (FRS 102) and Financial
Reporting Standard 103: 'Insurance
Contracts' (FRS 103), bothissued by the
Financial Reporting Councilandin
compliance with the Large and Medium-
sized Companies and Groups (Accounts
and Reports) Regulations 2008
(S12008/410) relating to insurance
companies. The financial statements are
required to give a true and fair view of the
state of affairs of the group and parent
company, and of the income or expenditure
of the group and parent company for that
year. In preparing those financial
statements, the directors are required to:

+ select suitable accounting policies and
then apply them consistently

» makejudgements and estimates that are
reasonable and prudent

+ statewhether applicable United Kingdom
Accounting Standards have been
followed, subject to any material
departures disclosed and explainedin the
financial statements

« prepare the financial statements onthe
going concern basis unlessitis
inappropriate to presume that the group
and parent company will continuein
business, in which case, there should be
supporting assumptions or qualifications
as necessary.
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The directors are responsible for keeping
adequate accounting records which
disclose with reasonable accuracy at any
time the financial position of the group and
parent company, and enable themto ensure
that the financial statements comply with
applicable law and United Kingdom
Accounting Standards. They are also
responsible for safeguarding the assets of
the parent company and, hence, for taking
reasonable steps for the prevention and
detection of fraud and other irregularities.
The maintenance and integrity of The
Standard Club Ltd website is the
responsibility of the managers. The work
carried out by the auditors does not involve
consideration of these matters and,
accordingly, the auditors accept no
responsibility for any changes that may have
occurred to the financial statements since
they were initially presented on the website.
Legislationin Bermuda and the United
Kingdom governing the preparation and
dissemination of financial statements may
differ fromlegislationin other jurisdictions.

By order of the board.
Charles Taylor & Co (Bermuda)

Company Secretary
11 May 2018
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Independent auditors’ report
to the members of The Standard Club Ltd

Report on the group financial statements
Our opinion
In our opinion, The Standard Club Ltd's group financial statements (the ‘financial statements)):

» giveatrue andfair view of the state of the group's affairs as at 20 February 2018 and of its result and cash flows for the year then ended

« have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting
Standards, comprising FRS 102 "The Financial Reporting Standard applicable in the UK and Republic of Ireland’, and applicable law

« have been preparedin accordance with the requirements of the Companies Act 1981 (Bermuda).

We have audited the financial statements, included within the annual report and financial statements 2018 (the annual report),
which comprise: the consolidated balance sheet and the club balance sheet as at 20 February 2018; the consolidated statement of
comprehensive income; the statement of changes inreserves; the consolidated cash flow statement for the year then ended; and
the notes to the financial statements.

Our opinionis consistent with our reporting to the Audit Committee.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our responsibilities
under ISAs (UK) are further described in the auditors' responsibilities for the audit of the financial statements section of our report. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Independence

We remained independent of the group in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, whichincludes the FRC's Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with
these requirements.

To the best of our knowledge and belief, we declare that non-audit services prohibited by the FRC's Ethical Standard were not provided to
the company.

Other than those disclosed in note 9 to the financial statements, we have provided no non-audit services to the company in the period
from 20 February 2017 to 20 February 2018.

Conclusionsrelating to going concern
We have nothingto reportinrespect of the following matters in relation to which ISAs (UK) require us to report to you when:

« thedirectors' use of the going concern basis of accounting in the preparation of the financial statements is not appropriate; or

» thedirectors have not disclosed in the financial statements any identified material uncertainties that may cast significant doubt about
the group's ability to continue to adopt the going concern basis of accounting for a period of at least 12 months from the date when the
financial statements are authorised forissue.

However, because not all future events or conditions can be predicted, this statementis not a guarantee as to the group's ability to continue
as agoing concern.
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Independent auditors’ report
to the members of The Standard Club Ltd continued

Reporting on other information

The other information comprises all of the information in the annual report other than the financial statements and our auditors' report
thereon. The directors are responsible for the other information. Our opinion on the financial statements does not cover the other
information and, accordingly, we do not express an audit opinion or, except to the extent otherwise explicitly stated in this report, any form
of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise
appears to be materially misstated. If we identify an apparent material inconsistency or material misstatement, we are required to perform
procedures to conclude whether there is a material misstatement of the financial statements or a material misstatement of the other
information. If, based on the work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report based on these responsibilities.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the directors' responsibilities set out on page 29, the directors are responsible for the preparation of the financial
statementsin accordance with the applicable framework and for being satisfied that they give a true and fair view. The directors are also
responsible for such internal control as they determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

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

Auditors’ responsibilities for the audit of the financial statements

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

Afurther description of our responsibilities for the audit of the financial statements is located on the Financial Reporting Council's website
at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors'report.
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Use of thisreport

This report, including the opinions, has been prepared for, and only for, the company's members as a body in accordance with Section 90 of
the Companies Act 1981 (Bermuda) and for no other purpose. We do not, in giving these opinions, accept or assume responsibility for any
other purpose or to any other person to whom this report is shown or into whose hands it may come save where expressly agreed by our
prior consentinwriting.

PricewaterhouseCoopersLLP

Chartered Accountants and Statutory Auditors
London

11 May 2018

(@) Themaintenance andintegrity of The Standard Club Ltd website is the responsibility of the directors; the work carried out by the auditors does notinvolve consideration of these matters
and, accordingly, the auditors accept no responsibility for any changes that may have occurred to the financial statements since they were initially presented on the website.
(b) Legislationin Bermuda governing the preparation and dissemination of financial statements may differ fromlegislation in other jurisdictions.
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2018 2017
Us$m uSs$m

Results for the financial year ended 20 February 2018
Calls and premiums net of reinsurance 254 262
Total claims net of reinsurance and operating expenses (278) (244)
Balance of technical account for general business (24) 18
Netinvestment and other comprehensive income 55 22
Total comprehensive income for the year 31 40
Outstanding claims liabilities
Estimated known outstanding claims net of all recoveries 421 396
Incurred but not reported claims (IBNR) 157 158
Total estimated claims liabilities 578 554
Funds available for claims
Openpolicy years 275 255
Closed policy years 303 299
Freereserves 461 430
Total balance sheet funds 1,040 984
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Consolidated statement

of comprehensive income
for the year ended 20 February 2018

Total
2018 2017

Note Us$m US$m
Technical account — general business
Earned premiums, net of reinsurance
Gross premiums earned, including calls 4 334.3 338.8
Outward reinsurance premiums 5 (80.8) (77.0)
Earned premiums, net of reinsurance 253.5 261.8
Totalincome 253.5 261.8
Expenditure
Claims paid 7 258.0 300.4
Reinsurers' share 8 (46.3) (71.3)
Net claims paid 211.7 229.1
Change in provision for claims (8.5) (8.0)
Reinsurers' share 29.1 (20.3)
Change innet provision for claims 20.6 (28.3)
Claimsincurred, net of reinsurance 232.3 200.8
Net operating expenses 9 45.7 43.5
Total expenditure 278.0 244.3
Balance on the technical account for general business (24.5) 17.5
Non-technical account
Balance onthe technicalaccount for general business (24.5) 17.5
Investment return net of expenses and charges 6 52.1 30.1
Exchange gains/(losses) 1.1 (7.2)
Other (charges)/income including value adjustments (1.4) 0.1
Share of operating loss of associate undertaking 0.4 (0.3)
Excess ofincome over expenditure before taxation 27.7 40.2
Tax on excess ofincome over expenditure 10 4.9 1.0
Excess ofincome over expenditure after tax 32.6 41.2
Excess ofincome over expenditure for the financial year 32.6 41.2
Other comprehensive income:
Currency translation movement (1.6) (0.9)
Other comprehensive expenses net of tax (1.6) (0.9)
Total comprehensive income for the year transferred to contingency reserve 31.0 40.3

Theincome, expenditure and results for the year are wholly derived from continuing activities.

Income of the club for the yearis $15.2m (2017: $2.6m).

The notes on pages 41 to 65 are anintegral part of these financial statements.
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Consolidated balance sheet

at 20 February 2018
2018 2017
Note USSm US$m
Assets
Investments
Investment property 12 30.9 27.4
Investmentin participating undertakings 1.2 0.8
Other financial investments 14 829.0 785.3
Reinsurers’ share of technical provisions
Claims outstanding 13 389.9 416.9
Provision for unearned premiums 5.1 1.6
395.0 418.5
Debtors
Debtors arising out of direct insurance operations 19 106.1 105.1
Deferred tax asset 11 8.3 2.5
Other debtors 22.8 109
137.2 118.5
Other assets
Intangible assets 17 - -
Tangible assets 16 2.4 2.5
Cashatbankandinhand 125.3 108.1
127.7 110.6
Prepayments and accrued income 17.4 16.0
Totalassets 1,538.4 1,477.1
Liabilities
Reserves
Statutory reserve 0.2 0.2
Contingency reserve 461.3 430.3
461.5 430.5
Technical provisions
Gross claims outstanding 13 967.9 971.1
Provision for unearned premiums 33.0 23.3
1,000.9 994.4
Provisions for other risks and charges
Deferred tax provisions 11 0.4 0.4
Creditors
Creditors arising out of direct insurance operations 50.1 42.7
Other creditors including taxation and social security 20 22.2 6.9
72.3 49.6
Accruals and deferred income 3.3 2.2
Total liabilities 1,538.4 1,477.1

The financial statements were approved by the board of directors on 11 May 2018 and were signed onits behalf by:

Cd’'Amico
Chairman

The notes onpages 41 to 65 are anintegral part of these financial statements.



The Standard Club Ltd
3 Annual report and financial statements 2018

Club balance sheet

at 20 February 2018
2018 2017
us$m us$m
Assets
Investments
Investments in group undertakings and participating interests 12.1 121
12.1 121
Debtors
Amounts owed by group undertakings 21.5 21.0
Other debtors 8.3 7.3
29.8 28.3
Other assets
Cashatbankandinhand 0.3 0.4
Prepayments and accrued income 0.1 0.1
Total assets 42.3 40.9
Liabilities
Reserves
Statutory reserve 0.2 0.2
Contingency reserve 33.1 179
33.3 18.1
Creditors
Amounts owed to group undertakings 8.8 22.7
Accruals and deferred income 0.2 0.1
Total liabilities 42.3 409

The financial statements were approved by the board of directors on 11 May 2018 and were signed onits behalf by:

Cd'Amico
Chairman

The notes on pages 41 to 65 are anintegral part of these financial statements.
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Statutory Contingency Total

reserves reserves reserves
CONSOLIDATED us$m Us$m Us$m
Balance as at 20 February 2016 0.2 389.9 390.1
Excess ofincome over expenditure for the financial year - 41.2 41.2
Other comprehensive income - (0.9) (0.9)
Total comprehensive income for the year transferred to the contingency reserve - 40.3 40.3
Members'agents' fees - 0.1 0.1
Balance as at 20 February 2017 0.2 430.3 430.5
Balance as at 20 February 2017 0.2 430.3 430.5
Excess ofincome over expenditure for the financial year - 32.6 32.6
Other comprehensive (expenses)/income net of tax - (1.6) (1.6)
Total comprehensive income for the year transferred to the contingency reserve - 31.0 31.0
Members’ agents’ fees - - -
Balance as at 20 February 2018 0.2 461.3 461.5

Statutory Contingency Total

reserves reserves reserves
CLUB Us$m US$m US$m
Balance as at 20 February 2016 0.2 20.5 20.7
Shortfall of income over expenditure for the financial year - (2.6) (2.6)
Other comprehensive income - - -
Total comprehensive expense for the year — (2.6) (2.6)
Balance as at 20 February 2017 0.2 179 18.1
Balance as at 20 February 2017 0.2 17.9 18.1
Excess ofincome over expenditure for the financial year - 15.2 15.2
Other comprehensive income - - -
Total comprehensive income for the year - 15.2 15.2
Balance as at 20 February 2018 0.2 33.1 33.3

Income and expenditure for the club comprise dividends from subsidiaries offset by operating expenses.

The notes on pages 41 to 65 are anintegral part of these financial statements.
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Consolidated cash flow statement

for the year ended 20 February 2018

2018 2017
Note USSm US$m
Net cash from operating activities 21 17.9 15.4
Interest received 0.9 -
Taxation paid 0.1 -
Net cash generated from operating activities 18.9 15.4
Cash flow frominvesting activities
Disposal of subsidiary - 0.1
Purchase of investments (948.3) (878.0)
Sale ofinvestments 946.2 855.7
Net cash used ininvesting activities (2.1) (22.2)
Netincrease/(decrease) in cash and cash equivalents 16.8 (6.8)
Effect of exchange rate fluctuations on cash and cash equivalents 3.4 2.1
Cashand cash equivalents at the beginning of the year 110.3 115.0
Cash and cash equivalents at the end of the year 130.5 110.3
Cash and cash equivalents consist of:
Cashatbankandinhand 125.3 108.1
Short-term deposits presented in other financial investments 5.2 2.2
Cash and cash equivalents at the end of the year 130.5 110.3

The notes on pages 41 to 65 are anintegral part of these financial statements.
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Notes to the financial statements

1. Constitution

The clubisincorporatedin Bermuda as a company limited by guarantee and has a statutory reserve but no share capital. The members
of the club are liable for their rateable proportion of any deficiency of claims and expenses in excess of contributions and the board of
directors decides whether any surplus is retained in the contingency reserve for the purposes of the club or returned to members. The
address of its registered office is Swan Building, 2nd Floor, 26 Victoria Street, Hamilton HM12, Bermuda.

2. Accounting policies

(a) Basis of preparation

These group financial statements, which consolidate the financial statements of the club and its subsidiary undertakings, have been
prepared under the Bermuda Companies Act 1981, and also under the provisions of Schedule 3 to the UK Companies Act 2006. The
clubandits subsidiary undertakings have applied uniform accounting policies and, on consolidation, allintra group transactions, income
and expenditure have been eliminated. The financial statements have been prepared in accordance with applicable accounting
standardsin the United Kingdom, including Financial Reporting Standard 102, 'The Financial Reporting Standard applicable in the United
Kingdom and the Republic of Ireland’ (FRS 102) and Financial Reporting Standard 103, 'Insurance Contracts' (FRS 103).

The financial statements have been prepared under the provisions of the Large and Medium-sized Companies and Groups (Accounts
and Reports) Regulations 2008 relating to insurance groups.

The financial statements are prepared under the historical cost convention, as modified for the revaluation of investment properties
and financial assets and liabilities (including derivative instruments) at fair value through income or expenditure.

The club has utilised the exemptionin Section 408 of the Companies Act 2006 and, as a result, does not present its individual statement
of comprehensive income and the related notes that would have formed part of the financial statements.

The contingency reserve represents the free reserves of the club and is established in accordance with rule 20.6 of the rules of the club.

The financial statements are prepared on a going concern basis. The directors consider it appropriate to adopt the going concern basis
of accountingin the preparation of these financial statements and are not aware of any material uncertainties to the company's ability to
continue to do so for at least 12 months from the date of these financial statements.

(b) Judgements and key sources of estimation uncertainty

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

Insurance contract technical provisions

Forinsurance contracts, estimates have to be made both for the expected ultimate cost of claims reported at the reporting date and for
the expected ultimate cost of claims incurred but not yet reported (IBNR), at the reporting date. It can take a significant period of time
before the ultimate claims cost can be established with certainty and, for some types of policies, IBNR claims form the majority of the
liability in the statement of financial position.

The ultimate cost of outstanding claims is estimated by using a range of standard actuarial claims projection techniques, such as the
Chain Ladder and the Bornhuetter-Ferguson methods.

The main assumption underlying these techniques is that past claims development experience can be used to project future claims
development and hence ultimate claims costs. The provision for claims outstanding is assessed on anindividual case basis and is based
on the estimated ultimate cost of all claims notified but not settled by 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 at the balance sheet date
based on statistical methods.
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Notes to the financial statements continued

2. Accounting policies continued

These methods generally involve projecting from past experience of the development of claims over time to form a view of the likely
ultimate claims to be experienced for more recent underwriting, having regard to variations in the business accepted and the underlying
terms and conditions. For the most recent years, where a high degree of volatility arises from projections, estimates may be based in
part on actuarial techniques and assessments of underwriting conditions. The amount of salvage and subrogation recoveries is
separately identified and, where material, reported as an asset.

Similar judgements, estimates and assumptions are employed in the assessment of adequacy of provisions for unearned premium.
Judgementis also required in determining whether the pattern ofinsurance service provided by a contract requires amortisation of
unearned premium on a basis other than straightline.

Estimates of future premiums
For certaininsurance contracts, premiumiis initially recognised based on estimates of ultimate premiums. These estimates are
judgemental and could result in misstatements of revenue recorded in the financial statements.

The main assumption underlying these estimates is that past premium development can be used to project future premium
development.

Fair value of financial assets and derivatives determined using valuation techniques

Where the fair values of financial assets and financial liabilities recorded on the balance sheet cannot be derived from active markets,
they are determined using a variety of valuation techniques that include the use of discounted cash flow models and/or mathematical
models. The inputs to these models are derived from observable market data where possible, but where observable market data are not
available, judgementis required to establish fair values. The judgements include considerations of liquidity risk, credit risk and model
inputs such as estimated future cash flows based on management's best estimates and discount rates.

For discounted cash flow analysis, estimated future cash flows and discount rates are based on current market information and rates
applicable to financial instruments with similar yields, credit quality and maturity characteristics. Estimated future cash flows are
influenced by factors such as economic conditions (including country-specific risks), concentrations in specific industries, types of
instruments or currencies, market liquidity, and financial conditions or counterparties. Discount rates are influenced by risk-free interest
rates and credit risk.

Changes in assumptions about these factors could affect the reported fair value of financial instruments.
(c) Basis of consolidation
The consolidated financial statements include the financial information of the club and its subsidiary undertakings and are consolidated

on anacquisition basis.

Inter-company transactions, balances and unrealised gains on transactions between companies are eliminated on consolidation.
Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the asset transferred.

Anundertakingis regarded as a subsidiary undertaking if the club has control over its operating and financial policies, generally
determined by the ownership of more than 50% of the voting stock of the investee.

Associated undertakings are companies other than subsidiary undertakings in which the club holds 20% or more of the equity share
capital for the long term and over which the club exercises significant influence. Associated undertakings are accounted for using the
equity method of accounting.

Uniform accounting policies are applied to all subsidiary undertakings.

The Standard Club Corporate Name Ltd, a subsidiary company, operates as a corporate member of The Standard Syndicate at Lloyd's
and therefore follows the syndicate's financial year-end date of 31 December.
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(d) Annual basis of accounting
The transfer to or from the contingency reserve is determined using an annual basis of accounting.

For the purpose of reporting to mutual members, all transactions are allocated to individual policy years. The result of the policy year is
determined and reported whenitis closed after three years of development in accordance with rule 21, which requires policy years to be
held open for three years.

At the end of each financial year, any anticipated surplus or deficit arising on open years is transferred to or from the contingency
reserve.

(e) Calls and premiums

Calls and premiums are credited to the statement of comprehensive income as and when charged to members and are net of any return
of premium made in the year. Contributions for periods after the balance sheet date are treated as prepaid and are not included in the
income and expenditure account.

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

(g) Claims incurred
Claimsincurred comprise all claims and related expenses paid in the year, and changes in provisions for outstanding claims, including
provisions for claims incurred but not reported and related expenses.

(h) Reinsurance recoveries

The liabilities of the club are reinsured above certain levels with similar associations under the International Group's Pooling Agreement
and with market underwriters. The figures in the consolidated income and expenditure account relate to recoveries on claims incurred
during the year.

Outstanding claims in the balance sheet are shown gross and the reinsurance recoveries are shown as an asset.

(i) Claims provisions and related reinsurance recoveries

The estimated cost of claims includes expenses to be incurred in settling claims and a deduction for the expected value of salvage and
other recoveries. The estimation of claims incurred but not reported is generally subject to a greater degree of uncertainty than the
estimation of the cost of settling claims already notified to the club. The club takes all reasonable steps to ensure that it has

appropriate information regarding its claims exposure. However, given the uncertainty in establishing claims provisions, it is likely that
the final outcome will prove to be different from the original liability established. An allowance for future claims handling costs is included
inthe provision.

Liability and marine claims are 'long tail', ie with potential liabilities several years after the end of the policy year. Consequently, alarge
element of the claims provision relates to IBNR. Claims estimates for the club are derived from a combination of loss ratio-based
estimates and a variety of estimation techniques. These are generally based upon statistical analyses of historical experience, which
assume that the development pattern of the current claims will be consistent with past experience. However, allowance is made for
changes or uncertainties that may create distortions in the underlying statistics or that may cause the cost of unsettled claims to
increase or reduce when compared with the cost of previously settled claims, including:

» changesin club processes that might accelerate or slow down the development and/or recording of paid or incurred claims compared
with the statistics from previous periods

« changesinthelegal environment

« theeffects of inflation

« changesinthe mix of business

« theimpact oflarge losses

+ movementsinindustry benchmarks.
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2. Accounting policies continued

The variety of estimation techniques assists in giving greater understanding of the trends inherent in the data being projected andin
setting the range of possible outcomes. The most appropriate estimation technique is selected taking into account the characteristics
of the business class and the extent of the development of each policy year.

Large claimsimpacting each relevant business class are generally assessed separately, being measured and/or projected on a case-by-
case basis in order to allow for the possible distortive effect of the development and incidence of these large claims.

Pollution and asbestosis claims canhave a very long delay between the occurrence and notification. In estimating the cost of these
claims, the club considers the type of risks written historically that may give rise to exposure to these liabilities, notifications received
from policyholders, the nature and extent of the cover provided, the current legal environment, changes in the effectiveness of
clean-up techniques and industry benchmarks of the typical cost of such claims.

Claims reserves are estimated on an undiscounted basis, apart from asbestos-related claims. Due to the very long delay between the
occurrence and the final settlement of a claim which has arisen due to an exposure to asbestos, such asbestos-related claims provisions
and IBNR thereon are discounted to take account of the expected investment income receivable between the balance sheet date and
settlement on the assets held to cover these provisions.

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

Reinsurance recoveries in respect of estimated claims incurred but not reported are assumed to be consistent with the historical
pattern of such recoveries, and are adjusted to reflect changes in the nature and extent of the club's reinsurance programme over time.

Anassessmentis also made of the recoverability of reinsurance with regard to market data on the financial strength of each of the
reinsurance companies.

(j) Reinsurance premiums
Reinsurance premiums include premiums paid in respect of the reinsurance agreement with market underwriters on an accruals basis.

(k) Investment return

Investment return comprises allinvestmentincome, realised investment gains and losses, and movements in unrealised gains and
losses, net of investment expenses, charges and interest. Dividends are recorded on the date on which the shares are quoted ex-
dividend andinclude the imputed tax credits. Interest and expenses are accounted for on an accruals basis. Realised gains andlosses on
investments carried at market value are calculated as the difference between net sales proceeds and purchase price. Movementsin
unrealised gains and losses oninvestments represent the difference between the valuation at the balance sheet date and their
purchase price or, if they have been previously valued, their valuation at the last balance sheet date, together with the reversal of
unrealised gains and losses recognised in earlier accounting periods in respect of investment disposals in the current period. The
investment returnis reportedin the non-technical account.

() Financial instruments
The group has chosen to apply the recognition and measurement provisions of IAS 39 (as adopted for use in the EU) and the disclosure
requirements of FRS 102 in respect of financial instruments.

Financial assets at fair value through income

The club classifiesits investments as financial assets at fair value throughincome. As a result, gains and losses are taken to the
statement of comprehensive income, which reflects the management of the portfolio on a fair value basis. Fair values of investments
tradedin active markets are measured at bid price. Where there is no active market, fair value is measured by reference to other factors.
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Derivative financial investments

Derivatives are initially recognised at fair value on the date on which a derivative contractis enteredinto and are subsequently
remeasured at fair value. The club does not engage in hedge accounting and changes in the fair value of all derivative investments are
recognised immediately in the consolidated statement of comprehensive income.

Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable settlement values. Amounts due from members
andreinsurers are included in this category and are measured at cost less any provision for impairment in value.

Investments in subsidiaries
Inthe balance sheet of the club, investments in group undertakings and participating interests are stated at cost, unless their value has
beenimpaired, in which case they are valued at the fair value less cost to sell, as appropriate.

Investments in joint ventures and associates
Investments in joint ventures and associates are held at cost less accumulated impairment losses.

(m) Investment properties

Investment properties are included in the balance sheet at their open market value at the balance sheet date. Full valuations are made by
independent, professionally qualified valuers in the year of acquisition, and thereafter once every five years. In the intervening years,
these valuations are updated by the directors with the assistance of independent professional advice as required. In accordance with
FRS 102, no depreciation or amortisationis provided in respect of investment properties.

Rentalincome from operating leases and initial direct costs are recognised on a straight-line basis over the term of the relevant lease.

(n) Intangible assets
Intangible assets are stated at historic purchase cost less accumulated amortisation.

The cost of the club's business systems has been capitalised as computer software. The original cost and any enhancements are
written off over a ten-year period following installation on a straight-line basis.

(o) Tangible assets
Tangible assets are stated at historic purchase cost less accumulated depreciation. Cost includes the original purchase price of the
asset and the costs attributable to bringing the asset to its working condition for its intended use.

Furniture, fixtures and fittings are written off over a 15-year period following purchase on a straight-line basis.

Assetsinthe course of construction are included in the balance sheet at their cost at the balance sheet date. Once completed, they are
recategorised as investment property and included at their open market value at the balance sheet date.

Tangible assets are derecognised on disposal or when no future economic benefits are expected. On disposal, the difference between
the net disposal proceeds and the carrying amount is recognised in profit or loss and included in ‘other (charges)/income including value
adjustments’.

(p) Foreign currencies
The group and club financial statements are presented in US dollars and rounded to millions.

The functional currency of the group and clubis the US dollar, with the exception of the following companies whose functional currency
is British pounds:

« The Standard Club Corporate Name Limited
» Standard House Limited
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2. Accounting policies continued
Theresults and financial position of companies whose functional currency is pound sterling are translated into the presentation
currency as follows:

« assetsandliabilities are translated at the closing rate at the balance sheet date
« income and expenses are translated at the average rate of exchange during the year
« allresulting exchange differences are recognised in other comprehensive income.

Monetary assets and liabilities in foreign currencies are translated at the US dollar rate of exchange at the balance sheet date, with the
resulting difference treated as an exchange gain or loss within the non-technical account.

Revenue transactions in foreign currencies are translated into US dollars at the rate applicable for the week in which the transaction
takes place. Exchange differences are reported in the non-technical account.

Foreign currency contracts are entered into in order to hedge the currency exposure of the investment portfolio. The contracts are for
the forward sale of currencies, which are matched by holdings of those currencies. The open contracts have been revalued at year-end
rates of exchange and the potential profit or loss included in the non-technical account.

(q) General administration expenses
General administration expenses, including managers' remuneration, are included on an accruals basis.

(r) Taxation
Taxation provided is that which became chargeable during the year.

Provision is made for deferred tax liabilities, using the liability method, on all material timing differences, including revaluation gains and
losses oninvestments recognised in the consolidated statement of comprehensive income.

Deferredtaxis calculated at the rates at whichitis expected that the tax will arise. Deferred tax is recognised in the statement of
comprehensive income for the period, except to the extent that itis attributable to a gain or loss that is recognised directly in the
statement of changesinreserves. Deferred tax balances are not discounted.

Deferredtax assets are recognised to the extent that they are regarded as recoverable. Assets are regarded as recoverable when it is
regarded as more likely than not that there will be suitable net taxable income from which the future reversal of the underlying timing
differences can be deducted.
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The segmentalresults of the four classes of the club, plus the club's share of The Standard Syndicate, are set out as follows:

3.1 Statement of comprehensive income

Total Class 1-P&l Class 2—-Defence Class 3-London Class4-War Syndicate
2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017

Note USSm US$m USSm US$m USSm US$m USSm US$m USSm US$m USSm US$m
Technical account —general
business
Earned premiums, net of
reinsurance
Gross premiums earned,
including calls 4 334.3 338.8 259.7 275.5 9.5 14.0 17.0 15.4 1.0 3.5 47.1 30.4
Outward reinsurance premiums 5 (80.8) (77.0) (66.7) (66.8) - - (3.4) (2.6) (0.6) (2.2)  (10.1) (5.4)
Earned premiums, net of
reinsurance 253.5 2618 193.0 208.7 9.5 14.0 13.6 12.8 0.4 1.3 37.0 25.0
Expenditure
Gross claimsincurred 249.5 2924 173.8 2537 4.1 6.5 9.5 6.0 - - 62.1 26.2
Reinsurers' share (17.2) (91.6) 6.6 (89.7) - 0.1 1.4 1.3 - - (25.2) (3.3)
Claimsincurred, net of
reinsurance 232.3 2008 180.4 1640 4.1 6.6 10.9 7.3 - - 36.9 22.9
Net operating expenses 9 45.7 43.5 22.0 24.3 0.4 0.4 2.2 2.1 0.2 0.3 20.9 16.4
Total expenditure 278.0 2443 202.4 188.3 4.5 7.0 13.1 9.4 0.2 0.3 57.8 39.3
Balance on the technical
account for general
business (24.5) 17.5 (9.4) 20.4 5.0 7.0 0.5 3.4 0.2 1.0 (20.8) (14.3)
Non-technical account
Balance on the technical
account for general business (24.5) 17.5 (9.4) 20.4 5.0 7.0 0.5 3.4 0.2 1.0 (20.8) (14.3)
Investment return net of
expenses and charges 6 52.1 30.1 47.3 27.3 5.1 0.8 (0.6) 1.6 0.3 0.4 - -
Exchange gains/(losses) 1.1 (72)  (5.2) (4.3)  (0.2) (0.7) 6.5 (2.1) = (0.1) = -
Other (charges)/income
including value adjustments (1.4) 0.1 (1.1) 0.4 - - - - - (0.3) (0.3) -
Share of operating profit/(loss)
of associate undertaking 0.4 (0.3) 0.4 (0.3) - - - - - - - -
Excess/(shortfall) ofincome
over expenditure before
taxation 27.7 40.2 32.0 435 9.9 7.1 6.4 2.9 0.5 1.0  (21.1) (14.3)
Tax on excess of income over
expenditure 10 4.9 1.0 0.1 (0.7) 0.1 - - - - - 4.7 1.7
Excess/(shortfall) ofincome
over expenditure for the
financial year 32.6 41.2 32.1 42.8 10.0 7.1 6.4 2.9 0.5 1.0 (16.4) (12.6)
Other comprehensive
(expenses)/income net of tax (1.6) (0.9) 1.6 (2.2) - - - - - - (3.2) 1.3
Total comprehensive income/
(expenses) for the year
transferred to contingency
reserve 31.0 40.3 33.7 40.6 10.0 7.1 6.4 29 0.5 1.0 (19.6) (11.3)
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3. Segmental analysis by class continued
3.2 Consolidated balance sheet

Total Class 1-P&l Class 2-Defence Class3—-London Class4-War Syndicate
2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
US$m Us$m US$Sm Us$m US$m US$m US$m US$m US$m US$m US$Sm US$m
Assets
Investments 861.1 813.5 723.1 731.7 73.9 34.7 48.0 34.3 10.9 10.6 5.2 2.2
Reinsurers' share of
technical provisions 395.0 418.5 362.7 413.5 - - 0.1 0.1 0.1 - 32.1 4.9
Debtors 128.9 116.0 86.7 90.9 2.2 2.3 1.6 1.6 0.3 0.1 38.1 21.1
Other assets 136.0 1131 64.2 94.1 4.0 3.2 1.2 1.7 1.0 14 65.6 12.7
Prepayments and
accruedincome 17.4 16.0 7.7 7.5 0.8 2.2 0.1 0.1 - - 8.8 6.2
Total assets 1,538.4 14771 1,244.4 13377 80.9 42.4 51.0 37.8 12.3 12.1 150.2 47.1
Liabilities
Reserves 461.5 430.5 381.7 348.0 66.7 56.7 36.3 29.9 12.2 11.7 (35.4) (15.8)
Technical provisions 1,000.9 994.4 880.8 929.8 10.1 12.2 12.9 7.2 0.1 0.1 97.0 45.1
Provisions for other
risks and charges 0.4 0.4 0.4 0.4 - - - - -
Creditors 72.3 49.6 (19.8) 58.3 4.1 (26.5) 1.8 0.7 (0.1) 0.3 86.3 16.8
Accruals and deferred
income 3.3 2.2 1.3 1.2 - - - - 0.1 - 1.9 1.0
Total liabilities 1,538.4 14771 1,244.4 13377 80.9 42.4 51.0 37.8 12.3 121 149.8 471
4. Gross premiums earned, including calls Total
2018 2017
US$m US$m
Estimated total premium, other premiums and releases 2017/18 (2016/17) 346.0 347.4
Adjustments to previous policy years (3.6) 0.4
Change inthe gross provision for unearned premiums (8.1) (9.0)
Total calls and premiums 334.3 338.8
5. Outward reinsurance premiums
2018 2017
USSm US$m
International Group excess of loss 31.5 33.3
Adjustment to prior years (1.2) (1.4)
Other premiums 54.0 47.6
Adjustment to prior years (0.2) (1.6)
Change inthe provision for unearned premiums, reinsurers' share (3.3) (0.9)
Reinsurance premiums paid 80.8 77.0
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Total
2018 2017
US$m US$m
Investment income
Shares and other variable-yield securities and unit trusts 6.2 5.5
Debt securities and other fixed-income securities 13.3 131
Depositinterest 0.9 1.2
Income from investment property 1.7 1.7
Gains arising on realisation of investments 26.5 19.4
48.6 40.9
Investment expenses and charges
Investment management expenses (3.3) (3.1)
Losses onrealisation of investments (7.4) (11.2)
(10.7) (14.3)
Unrealised gains oninvestments 2.9 9.1
Unrealised losses oninvestments 11.3 (5.6)
14.2 3.5
Totalinvestment return 52.1 30.1
7. Claims paid
2018 2017
US$m US$m
Members' claims 206.9 259.7
Other P&l clubs' Pool claims 28.8 32.4
Syndicate claims 22.3 8.3
Gross claims paid 258.0 300.4
8. Reinsurers’ share of claims paid
2018 2017
UsS$m US$m
Claims recoverable from group GXL reinsurers (25.4) (37.4)
Claims recoverable from other reinsurers (4.4) (19.3)
Claims recoverable from the Pool (16.5) (14.6)
Reinsurers’ share of claims paid (46.3) (71.3)
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9. Net operating expenses

2018 2017
USSm US$m
Acquisition costs
Management fee 8.6 9.9
General expenses 15.5 12.2
Change in deferred acquisition costs (2.0) (2.6)
Administrative expenses
Management fee 8.1 8.8
General expenses 12.9 11.0
Depreciation - 0.6
Safety andloss control 0.8 2.0
Directors'fees 1.1 1.0
Auditors' remuneration for audit services 0.6 0.3
Auditors' remuneration for other services 0.1 0.3
Net operating expenses 45.7 43.5

The highest paid director received directors’ fees of US$106,000 during the year (2017: US$105,000). Directors are paid a flat fee with

additional attendance fees. The club has no employees (2017: none).

During the year, the group (including its overseas subsidiaries) obtained the following services from the group's auditors as

detailed below:

2018 2017
Us$m uS$m

Audit services
Fees payable to the club's auditors for the audit of the parent company and consolidated financial statements 0.2 0.1
The audit of the club's subsidiaries, pursuant to legislation 0.4 0.2
Other services
Fees payable to the club's auditors and its associates for other services:
(a) Other services pursuant to legislation, including the audit of the regulatory return 0.1 0.3
(b) Tax services -

0.7 0.6
Fees payable to the club's auditors for the tax services were US$9,000 (2017: US$31,000).
10. Tax on excess of income over expenditure

2018 2017

Us$m us$m

Analysis of charge in the period
Current tax onincome for the period 0.2 0.3
Adjustments in respect of prior periods 0.1 -
Total current tax 0.3 0.3
Deferred tax
Origination and reversal of timing differences (3.9) (1.3)
Changes arising from movement in tax rates 0.3 -
Adjustments in respect of prior periods (1.6) -
Total deferred tax (note 11) (5.2) (1.3)
Tax in excess ofincome over expenditure (4.9) (1.0
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Factors affecting tax charge for the period
The tax assessed for the year is lower than the standard rate of corporation tax in the UK (20%). The differences are explained below:

2018 2017

UsS$m Us$m

Excess ofincome over expenditure before taxation 27.7 40.2
Taxat 19.25% (2017: 20%) 10.7 8.5
Income not assessable for tax purposes (7.0) (7.8)
Adjustmentsinrespect of prior years 1.5 -
Current tax charge for the period 4.9 0.7

The clubis subject to corporation taxin the jurisdictions in which it does business, except in Bermuda, where there is no corporation tax.
Inthe UK, corporation taxis limited to investment income owing to the mutual status of the club.

Factors affecting current and future tax charges
There are no factors affecting current and future tax charges.

11. Deferred tax

2018 2017
Group US$m US$m
Deferred tax asset relating to:
Untaxedloss on Syndicate results 7.9 2.5
Other timing differences 0.4 -
Deferred tax asset based on effective tax rate of 19.25% (2017: 20%) 8.3 2.5
Recognised deferred tax asset at 20 February 2017 (2016) 2.5 11
Effect of exchange rate fluctuations 0.3 (0.3)
Recognised deferred tax movement for the year in the income and expenditure account 5.5 1.7
Recognised deferred tax asset as at 20 February 2018 (2017) 8.3 2.5
Deferred tax liability relating to:
Untaxed profit on rentalincome (0.4) (0.4)
Deferred tax asset based on effective tax rate of 19.25% (2017: 20%) (0.4) (0.4)
Recognised deferred tax movement for the year in the income and expenditure account (0.4) (0.4)
Recognised deferred tax liability as at 20 February 2018 (2017) (0.4) (0.4)
Net deferred tax asset/(liability) as at 20 February 2018 (2017) 7.9 2.1

The group has unused tax losses arising in the UK of $2.4m that are available indefinitely for offset against future taxable profits.

The group expects to reverse $0.2m of the deferred tax asset in the year ending 20 February 2019.
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12. Investment property

2018 2017
Group US$m US$m
Net book value at 20 February 2017 (2016) 27.4 33.3
Additions at cost - -
Revaluation surplus/(deficit) 3.5 (5.9)
Net book value at 20 February 2018 (2017) 30.9 27.4

Investment property is comprised of the club's freehold premises at Essex Street, London. The property was acquired on 20 May 2008
andthe initial cost was £19.8m. The property was valued at 20 February 2018 by the managers at £22.0m (2017: £22.0m). The valuation
was based on the agreed sale price plus Charles Taylor plc contribution (see note 25). Any surplus or deficit on revaluation of the
property, or arising as a result of exchange adjustments, is taken to the consolidated statement of comprehensive income.

Income earned by the group from the investment property, all of which is leased out under an operating lease, amounted to $1.7m (2017:
$1.7m) as disclosed in note 6. The income consists of annual rent of $1.5m and an annual reimbursement charge for furniture and

fixtures of $0.2m. The lease periodis from 1 February 2010 to 27 April 2018.

At the balance sheet date, the group had contracted with the lessee for the following future minimum lease payments:

2018 2017
Group US$m US$m
Within one year 0.3 1.6
In second to fifth years inclusive - 6.2
After five years = 4.5
0.3 12.3

On 27 April 2018, the property was sold for a cash consideration of £21.7m. Please refer to note 25 for further details.
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13. Claims outstanding
The board closed the 2015/16 policy year atits meeting on 11 May 2018. The table below provides the position after closure.

2018 2017
US$m Us$m
Openyears
Claims—own 281.5 265.2
Claims —Pool 58.4 52.3
Reinsurance recoveries —Pool (1.7) (42.3)
Reinsurance recoveries — GXL & other (63.3) (20.1)
Net claims provision for open years 274.9 2551
Closed years
Claims—own 561.6 603.5
Claims —Pool 66.4 50.1
Reinsurance recoveries —Pool (160.8) (163.4)
Reinsurance recoveries — GXL & other (164.1) (191.1)
Net claims provision for closed years 303.1 299.1
Total
Claims—own 843.1 868.8
Claims —Pool 124.8 102.3
Gross outstanding claims 967.9 971.1
Reinsurance recoveries —Pool (162.5) (205.7)
Reinsurance recoveries — GXL & other (227.4) (211.2)
Reinsurance recoveries —total 389.9 416.9
Net claims provision 578.0 554.2

Claims outstandingincludes provision for IBNR claims which is set by reference to, amongst other factors, standard actuarial techniques
and projections. Also included in the provision is an estimate for the internal and external costs of handling the outstanding claims.

13.1 Movement in prior years’ provision for claims outstanding

2018 2017
USSm US$m

Improvement in respect of prior years 2.6 24.0
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13. Claims outstanding continued
13.2 Development claim tables
Claims outstanding (gross)

2008/09  2009/10 ~ 2010/11  2011/12 ~ 2012/13  2013/14  2014/15  2015/16  2016/17  2017/18 Total
Policy year us$m us$m us$m us$m us$m us$m us$m us$m us$m US$m us$m
Estimate of ultimate claims costs:
—atend of policy year 179.3 250.4 299.2 446.7 343.0 373.7 353.7 332.1 249.1 273.3 3,100.5
—one year later 214.0 240.1 340.7 651.8 320.9 403.0 304.1 306.5 252.6 3,033.7
—two years later 195.2 224.8 334.3 824.6 308.9 4337 275.4 311.4 2,908.3
—three years later 187.7 2131 321.7 972.0 306.1 533.5 289.8 2,823.9
—fouryears later 186.9 212.2 310.8 958.4 308.4 509.9 2,486.6
—fiveyearslater 187.4 212.1 307.1 964.3 313.2 1984.1
—sixyears later 186.5 209.3 303.5 9579 1,657.2
—seven years later 183.3 207.8 303.7 694.8
—eight years later 182.0 207.8 389.8
—nine years later 183.2 183.2
Current estimate of cumulative claims 183.2 207.8 303.7 957.9 313.2 509.9 289.8 311.4 252.6 273.3 3,602.8
Cumulative payments to date (180.7) (201.9) (284.4) (904.7) (183.2) (337.4) (226.6) (226.4) (128.0) (63.2) (2,736.5)
Liability recognised inthe balance sheet 2.5 59 19.3 53.2 130.0 172.5 63.2 85.0 124.6 210.1 866.3
Provisioninrespect of prior years 101.6
Total provisionincludedinthe
balance sheet 967.9
Claims outstanding (net)
2008/09  2009/10 ~ 2010/11  2011/12 ~ 2012/13  2013/14  2014/15  2015/16  2016/17  2017/18 Total
Policy year US$m us$m US$m US$m Us$m us$m US$m US$m Us$m us$m US$m
Estimate of ultimate claims costs:
—atend of policy year 166.5 1775 193.8 2275 2525 274.1 251.0 253.4 212.6 216.4 22253
—one year later 176.1 169.1 213.0 238.7 231.2 288.0 222.1 258.2 237.2 2,033.6
—two years later 161.7 157.0 197.7 225.8 218.2 273.3 210.0 262.6 1,706.3
—three years later 159.8 157.9 192.1 220.0 212.5 270.6 211.4 1,424.3
—fouryears later 158.2 156.4 185.9 210.6 2177 277.6 1,206.4
—five yearslater 157.9 157.6 183.1 209.5 216.5 924.6
—sixyears later 156.5 155.6 180.6 205.3 698.0
—seven years later 154.2 154.0 179.4 487.6
—eight years later 153.0 153.9 306.9
—nine years later 154.9 1549
Current estimate of cumulative claims 154.9 153.9 179.4 205.3 216.5 277.6 211.4 262.6 237.2 216.4 21152
Cumulative payments to date (1529) (148.7) (176.3) (193.6) (176.1) (232.9) (170.3) (188.6) (124.3) (62.5) (1,626.2)
Liability recognised inthe balance sheet 2.0 52 3.1 11.7 40.4 447 41.1 74.0 1129 153.9 489.0
Provisionin respect of prior years 89.0
Total provisionincludedinthe
balance sheet 578.0
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2018 2017

USSm US$m
Financial assets at fair value through statement of comprehensive income 829.0 785.3
Total financial assets at market value 829.0 785.3
Financial assets at fair value through statement of comprehensive income 800.8 771.6
Total financial assets at cost 800.8 771.6
At market value
Shares and other variable-yield securities and units in unit trusts 190.4 210.3
Debt securities and other fixed-income securities 639.8 577.0
Open forward currency contracts (1.2) (2.0)
Total investments at market value 829.0 785.3
At cost
Shares and other variable-yield securities and units in unit trusts 14.9 199.2
Debt securities and other fixed-income securities 785.9 572.4
Total investments at cost 800.8 771.6
Included in the carrying values above are amounts in respect of listed investments as follows :

2018 2017

US$m US$m
Shares and other variable-yield securities and unit trusts 158.8 184.5
Debt securities and other fixed-income securities 548.0 566.6

706.8 751.1

2018 2017
Open forward currency contracts US$m Us$m
Fair value asset (1.2) (2.0)
Contract/notionalamount - 283.6

Open forward currency contracts represent potential losses or gains on forward contracts, which have been enteredinto to protect the
assets of the club. These have beenrevalued at 20 February 2018 using exchange rates prevailing at that date. The total of the open
forward contracts at any one time is limited by guidelines set by the board of directors and matched against currency and asset holdings

in excess of the amount of the contracts.
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14. Other financial investments continued
Contractual amounts outstanding at the balance sheet date include forward currency contracts to transact the net equivalent of
US$1.4m (2017: US$(2.0)m), as broken down by local currency in the following table:

2018 2017

Local currency USSm Local currency US$m

Purchase Sell Purchase Sell
Australian dollar 2.6 - 1.9 -
Brazilianreal - - - -
British pound sterling 4.9 (37.5) 52.6 (17.6)
Canadian dollar 4.4 - 4.2 -
European euro 21.4 (57.5) 46.3 (74.0)
HK Offshore Chinese yuan - - (2.9)
Indianrupee - - - -
Japaneseyen - (6.5) (5.2)
Mexican peso - - - -
Norwegian krone - - 8.3 -
Polish zloty - (9.7) - -
Singapore dollar - - -
South African rand - - - -
Swiss franc - - (0.5)
Turkishlira - - - —
New Taiwan dollar - - - -
US dollar 98.3 (21.8) 100.7 (115.8)

The net US dollar position of the above transactions at cost is US$nil (2017: USS$nil).
The forward currency contracts outstanding at year end expire by 16 May 2018 (2017: 23 March 2017).

During the year, aloss of US$10.2m (2017: US$6.0m) relating to such contracts was recognised. This is included in the net exchange gain
of US$1.1m (2017: US$7.2m) in the consolidated income and expenditure non-technical account.

15. Management of insurance and financial risk
The clubis exposed to a range of insurance and financial risks through its operations as a protection and indemnity insurer, and its
investmentin The Standard Syndicate at Lloyd's.

This section summarises these risks and the way the club manages those risks (in addition to the risk management policies set outin the
report of the directors).

15.1Insurancerisk

The risk under any one insurance contractis the possibility that the insured event occurs and the uncertainty of the amount of the
resulting claim. By the very nature of an insurance contract, this risk is random and therefore unpredictable. This risk can be divided into
premium risk (the risk that premiums charged will not be sufficient to meet all associated claims and expenses) and reserve risk (the risk
that claims reserves will be inadequate to cover either known losses, and/or unknown or undeveloped losses, such as occupational
disease). These risks are managed as follows:
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15.1.1 Premiumrisk

Premium risk is managed by clear underwriting controls including risk assessment tools, pricing models and clear authority levels. This
risk is monitored for undue concentrations of risk and consistency with the club's risk appetite as set by the board. The risk management
process is aided by a dedicated loss prevention function, aimed at ensuring that the club underwrites only those shipowners who
operate to an acceptable standard.

Premium risk is mitigated through the acquisition of appropriate reinsurance programmes, including the International Group pooling and
reinsurance programme, and also the club’s own non-pool, retention and stop-loss reinsurances. Reinsurance strategy is set by the board
inline with the board's risk appetite and is designed to mitigate the insurance risk through programmes tailored to the club’s exposures.

15.1.2 Reserverisk

Reserve riskis managed by the prompt reserving of potential losses, regular review of individual estimates and overall reserve adequacy,
as wellas regular, systematic claims audits and the monitoring of consistency of estimating approaches, and the modelling of technical
provisions by the club's actuarial function.

While the board considers that the liability forinsurance claims recognised in these financial statements is adequate, it recognises that
actual experience will differ from the expected outcome. The following table presents the sensitivity of the value of insurance liabilities
disclosedin note 13 to movements in the assumptions used in the estimation of insurance liabilities. These sensitivities relate mainly to
the P&l class, as this represents the club's largest exposure.

Decrease Increase

2018 2017 2018 2017
Impact on profit —gross of reinsurance US$Sm us$m US$Sm Us$m
Increase/decreaseinlossratio by 5 percentage points 16.7 16.9 (16.7) (16.9)
10% increase/decrease in the number of occupational disease claims 3.8 4.0 (3.8) (4.0)
10% increase/decrease in claims handling expenses 1.8 1.9 (1.8) (1.9)
10% increase/decrease in number of IBNR claims 5.6 235 (5.6) (23.5)

2018 2017 2018 2017
Impact on profit—net of reinsurance uUs$m us$m UsS$m US$m
Increase/decreaseinlossratio by 5 percentage points 12.7 13.1 (12.7) (13.1)
10% increase/decrease in the number of occupational disease claims 3.8 4.0 (3.8) (4.0)
10% increase/decrease in claims handling expenses 1.8 1.9 (1.8) (1.9)
10% increase/decrease in number of IBNR claims 3.8 8.0 (3.8) (8.0)

15.2 Financial risk

The clubis exposed to a range of financial risks through its financial assets, financial liabilities (investment contracts), reinsurance assets
and policyholder liabilities. In particular, the key financial risk is that the proceeds from financial assets are not sufficient to fund the
obligations arising from insurance policies and investment contracts as they fall due. The mostimportant components of this financial
risk are market risk (including interest rate risk, equity price risk and currency risk), credit risk and liquidity risk.

Theserisks arise from open positionsin interest rate, currency and equity products, all of which are exposed to general and specific
market movements. The risks that the club primarily faces due to the nature of its investment and liabilities are interest rate risk and
equity price risk.
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15. Management of insurance and financial risk continued

15.2.1 Market risk

—Interestraterisk

Interest rate risk arises primarily from investments in fixed interest securities.

Interest rate risk is managed through the club's investment strategy. Debt and fixed interest securities are predominantly investedin
high-quality corporate and government-backed bonds, with the club having defined investment guidelines that limit exposure in
such holdings.

At the end of the financial year, approximately 77% (2017: 74%) of the club's investment portfolio was invested in fixed interest assets.
The weighted duration of the investment portfolio was 2.6 years (2017: 3.6 years).

The club has no debt liability with interest payments that vary with changes in the interest rate.

Sensitivity analysis for interest rate risk illustrates how changes in the fair value of a financial instrument will fluctuate because of
changesin marketinterest rates at the reporting date. Anincrease of 150 basis points in bond yields would result in a cost to the club of
$30.9m (2017: $41.0m).

—Equity pricerisk
The clubis exposed as a result of its holdings in equity investments and hedge funds. The club has defined investment guidelines that
limit exposure in such holdings.

Sensitivity analysis for equity price riskillustrates the effect of changes in equity market indices on the value of the investment portfolio.
A 10% decrease in equity values would be estimated to have decreased the surplus before tax and reserves at the year end by $18.9m
(2017:$21.0m).

—Currency risk

The clubis exposed in respect of liabilities under insurance policies denominated in currencies other than US dollars. The most
significant currencies to which the clubis exposed are pound sterling and the euro. The club seeks to manage this risk by constraining
the deviation of the currencies of the assets from the estimated currencies of the liabilities. The club also uses forward currency
contracts to protect currency exposures and maintain investment policy benchmarks.

At 20 February 2018, had sterling strengthened by 10% against the US dollar, with all other variables held constant, profit for the year
would have been $9.0m higher (2017: $10.3m higher). Had the euro strengthened by 10% against the dollar, profit for the year would
have been $0.4m higher (2017: $2.9m lower).

15.2.2 Creditrisk
Therisk that a counterparty will be unable to pay amounts in fullwhen due. Key areas where the clubis exposed are:

« reinsurers' share of insurance liabilities

« amounts due fromreinsurersin respect of claims already paid
« amounts due from members

« counterparty risk with respect to cash and investments.
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The assets bearing credit risk are summarised below, together with an analysis by credit rating:

Total

2018 2017
Group US$m US$m
Derivative financialinstruments (1.1) (2.0)
Debt securities 639.8 577.0
Loans andreceivables 82.6 93.3
Assets arising from reinsurance contracts held 10.1 4.6
Cashatbankandinhand 125.3 108.1
Total assets bearing credit risk 856.7 781.0
AAA 361.0 2219
AA 62.5 103.4
A 231.1 210.2
BBB 87.4 97.3
BB 14.5 29.9
B 3.8 20.0
Below CCC or not rated 96.4 98.3
Total assets bearing credit risk 856.7 781.0

The concentration of credit risk is substantially unchanged compared with the prior year. No credit limits were exceeded during the
period. No financial assets are past due or impaired at the reporting date and management expects no significantlosses from
non-performance by these counterparties.

15.2.3 Liquidity risk

The risk that cash may not be available to pay obligations when due at a reasonable cost. The primary liquidity risk is the obligation to pay
claims to policyholders as they fall due. The club maintains holdings in short-term deposits to ensure sufficient funds are available to
cover anticipated liabilities and unexpected levels of demand.
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15. Management of insurance and financial risk continued

The following table provides a maturity analysis of the club's financial assets (classes 1 to 4 combined) representing the dates that

contracts willmature, amounts are due for payment or assets could be realised without significant additional cost:

Short-term Within Over

assets lyear 1-2years 2-5years 5years Total
Group US$m UsS$m US$m Us$m US$m US$m
As at 20 February 2018
Shares and other variable-yield securities and units in unit trusts 158.6 11.2 - - 20.6 190.4
Debt securities and other fixed-income securities 639.8 - = - = 639.8
Forward currency contracts (1.2) - - - - (1.2)
Cashbalances 125.3 - = - = 125.3
Investment property - - - - 30.9 30.9
Debtors 24.2 68.6 = - = 92.8
Reinsurers' share of claims outstanding - 119.0 75.4 102.5 93.0 389.9

946.7 198.8 75.4 102.5 144.5 1,467.9
As at 20 February 2017
Shares and other variable-yield securities and units in unit trusts 184.5 10.4 = 5.3 10.1 210.3
Debt securities and other fixed-income securities 577.0 - = - = 577.0
Forward currency contracts (2.0) - - - - (2.0)
Cash balances 108.1 - = - = 108.1
Investment property = - = - 27.4 27.4
Debtors 19.2 78.7 = - = 97.9
Reinsurers' share of claims outstanding = 1251 104.2 1251 62.5 416.9

886.8 214.2 104.2 130.4 100.0 1,435.6
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The followingis an analysis of the estimated timings of net cash flows by financial liability (classes 1 to 4 combined). The timing of cash
flows are based on current estimates and historic trends and the actual timings of cash flows may be materially different from those
disclosed below:

Within Over
1year 1-2years 2-5years 5years Total
Group US$m UsS$m Us$m Us$m US$m
As at 20 February 2018
Gross outstanding claims 295.5 187.1 254.4 230.9 967.9
Financial liabilities under investment contracts - - - - -
Creditors 72.3 - - - 72.3
367.8 187.1 254.4 230.9 1,040.2
As at 20 February 2017
Gross outstanding claims 262.2 174.8 262.2 2719 971.1
Financialliabilities under investment contracts - - - - -
Creditors 49.6 - - - 49.6
311.8 174.8 262.2 271.9 1,020.7
Within Qver
lyear 1-2years 2-5years 5years Total
Company US$m US$m UsS$m US$m US$m
As at 20 February 2018
Gross outstanding claims - - - - -
Financialliabilities under investment contracts = - - - -
Creditors 8.8 - - - 8.8
8.8 - - - 8.8
As at 20 February 2017
Gross outstanding claims = - = - =
Financialliabilities underinvestment contracts = - = - =
Creditors 22.7 - - - 22.7
22.7 - - - 22.7

15.2.4 Fair value estimations
The table on the following page analyses financial instruments carried at fair value, by valuation method. The different levels have been
defined as follows:

Level 1 -Listed quoted prices in active markets and external broker quotes which are publicly, readily and regularly available on an
active market

Level 2 —Inputs other than quoted prices included within level 1 that are observable, either directly (that is, as prices) or indirectly
(thatis, derived from prices)

Level 3—Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs)
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15. Management of insurance and financial risk continued

The following table presents the club's assets and liabilities measured at fair value at 20 February 2018 and 20 February 2017.

Financial assets at fair value through profit or loss:

Level 1 Level2 Level3 Total
Group US$m US$m US$m US$m
As at 20 February 2018
Shares and other variable-yield securities and units in unit trusts 158.6 - 31.8 190.4
Debt securities and other fixed-income securities 492.9 146.9 - 639.8
Forward currency contracts (1.2) - - (1.2)
650.3 146.9 31.8 829.0
As at 20 February 2017
Shares and other variable-yield securities and units in unit trusts 184.5 15.4 10.4 210.3
Debt securities and other fixed-income securities 577.0 - - 577.0
Forward currency contracts (2.0) - = (2.0)
759.5 15.4 10.4 785.3

15.3 Capital management

The club maintains an efficient capital structure from the use of members' funds (reserves) along with the ability to make unbudgeted

calls, if required, consistent with the club's risk profile and the regulatory and market requirements of its business.

The club's objectives in managingits capital are:

» tomatchthe profile of its assets and liabilities, taking account of the risks inherent in the business
« tosatisfy the requirements of its members and meet regulatory requirements

« tomaintainan'A'rating with Standard & Poor's

« tomanage exposures to movementin exchange rates

- toretainfinancial flexibility by maintaining strongliquidity.

The club's principal regulators are the Bermuda Monetary Authority (BMA) and the club is subject to insurance solvency regulations
which specify the minimum amount and type of capital that must be held. The club manages capital in accordance with these rules and
has embedded inits Asset Liability Management (ALM) framework the necessary tests to ensure continuous and full compliance with

such regulations. Throughout the year the club complied with the BMA's capital requirements and the requirements in the other

countriesinwhichit operates.
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16. Tangible assets
Furniture, fixtures and fittings

2018 2017
Group US$m US$m
Book cost
Asat 20 February 2017 6.1 6.1
Additions - -
Currency fluctuation adjustments - -
Transfers - -
Asat 20 February 2018 6.1 6.1
Accumulated depreciation
As at 20 February 2017 3.6 2.8
Charge for the year 0.1 0.8
As at 20 February 2018 3.7 3.6
Net book value 2.4 2.5
17. Intangible assets

Computer software

2018 2017
Group USSm US$m
Book cost
Asat 20 February 2017 7.6 7.6
Additions - -
Currency fluctuation adjustments - -
Transfers - -
As at 20 February 2018 7.6 7.6
Accumulated depreciation
As at 20 February 2017 7.6 7.3
Charge for the year - 0.3
As at 20 February 2018 7.6 7.6

Net book value
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18. Investment in group undertakings and participating interests

Classes of % holding
shares held Year end Principal business Group Company

Standard Reinsurance (Bermuda) Limited, incorporated in Bermuda Ordinary 20Feb Reinsurance 100 100
The Standard Club (Europe) Limited, incorporated in the

United Kingdom' Note 1 20Feb Marine mutual 75 75
The Standard Club (Asia) Limited, incorporated in Singapore Ordinary 20Feb Marine mutual 100 20
Hydra Insurance Company Limited (Standard Cell), incorporated

inBermuda Preferred 20Feb Reinsurance 100 100
Standard House Limited, incorporated in Bermuda Ordinary 20Feb Property investment 100 -
Charles Taylor Managing Agency Limited, incorporatedin the

United Kingdom? Ordinary 31Dec  Lloyd's Managing Agent 49.9 49.9
The Standard Club Corporate Name Limited, incorporatedin the

United Kingdom Ordinary 31Dec Lloyd's Corporate Name 100 100
Standard Hydor AS, incorporated in Norway? Ordinary 31Dec Lloyd's Coverholder 50 50

1 75% ofvoting control, no participating interest. No minority interest is shown in the group financial statements because the affairs of each class are managed on a unified basis throughout

the group.

2 Thegrouphasaninvestmentof $1.1minanassociate company, Charles Taylor Managing Agency Limited (CTMA), a Lloyd's Managing Agent. The group holds 49.9% of the nominal value of the

allotted ordinary shares of CTMA. The cost of this investment was $2.2m.

3 Thegroup has aninvestment of NOK50k in ajointly controlled company, Standard Hydor AS, a service company. The group holds 50% of the nominal value of the allotted ordinary shares of the

company. The cost of this investment was $6k.

All subsidiary undertakings are consolidated in the financial statements.

19. Debtors arising out of direct insurance operations

2018 2017
Group US$m US$m
Members 68.7 78.7
Intermediaries 27.7 21.8
Reinsurers —Pool 5.4 0.4
Reinsurers—other 4.3 4.2
Debtors arising out of direct insurance operations 106.1 105.1
20. Other creditors including taxation and social security

2018 2017
Group UsS$m US$m
Trade creditors 17.2 1.5
Other creditors 5.0 5.4
Other creditors including taxation and social security 22.2 6.9
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21. Reconciliation of operating surplus to net cash flow from operating activities

2018 2017

USSm US$m

Excess ofincome over expenditure before tax 27.7 40.2
Gains arising on realisation of investments (26.5) (19.4)
Losses arising on realisation of investments 7.3 11.2
Unrealised (gains)/losses on revaluation of investments (14.2) (3.5)
Depreciation - 0.6
Decrease/(increase) in debtors (12.7) (10.5)
Increase/(decrease) in net claims provision 22.1 (15.9)
(Decrease)/increase in creditors 15.1 10.2
Taxation 4.8 1.0
Other chargesincluding value adjustments (4.6) (0.1)
Exchange differences (1.1) 1.6
Net cash flow generated from operating activities 17.9 15.4

22. Letters of credit, bail bonds and guarantees
Inthe normal course of business, the club has provided letters of credit and guarantees on behalf of its members. These are secured by
investments and guarantees lodged with the club amounting to $98.9m (2017: $28.2m).

23. Related party transactions

The club, whichiis limited by guarantee, has no share capital and is controlled by the members, who are also its insureds. Allmembers
enterintoinsurance contracts negotiated with the club’s managers on arm's length terms. These transactions are therefore with
related parties and are the only transactions between the club and the members. The aggregate of these transactions is disclosed in
these financial statements.

All the directors (except five: two directors and shareholders of Charles Taylor plc, the ultimate holding company of the club's managers,
Charles Taylor & Co (Bermuda); one senior executive and shareholder of Charles Taylor plc; one Bermuda resident director; and one
independent director) are representatives or agents of member companies and other than the insurance and membership interests of
the directors' companies, the directors have no financial interests in the club. The club paid management fees to the managers for the
year of $47.1m (2017: $50.8m).

24. Rates of exchange
The following rates of exchange were applicable to US$1 at 20 February 2018 (2017):

2018 2017
Australian dollar 1.26 1.30
Bermudian dollar 1.00 1.00
Canadian dollar 1.25 1.31
Europeaneuro 0.80 0.94
Japaneseyen 106.05 112.83
Singapore dollar 1.31 1.42
Swiss franc 0.93 1.00
British pound sterling 0.71 0.80

25. Events after the reporting period

During December 2017, the board agreed to sell the club's investment property at Essex Street, London. On 27 April 2018, the freehold
building with a net book value of $30.9m (£22.0m) was sold for a cash consideration of $30.2m (£21.7m). Fixtures and fittings with a net
book value of £1.7m will also be disposed of upon sale of the property. Charles Taylor plc has agreed to make total cash contributions of
£1.2m towards the sale (approximately £0.4m on completion and £0.1m annually for seven years). The financial effects of this sale have
not been recognised at 20 February 2018.
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Appendix | (unaudited)

Funds available for outstanding and unreported claims
Class 1-P&l summary

Funds
available Estimated
and estimated netclaims
future andforecast of
supplementary unreported
Appendix calls claims
reference USSm USSm
At 20 February 2018
Total closed policy years I 290.9 290.9
Open policy years
2017/18 Il 1299 125.8
2016/17 I 89.2 89.2
Total of open policy years 219.1 215.0
Reserves
Contingency reserve I 381.5 -
Statutory reserve 0.2 -
Totalreserves 381.7 -
Funds available for outstanding and unreported claims 891.7 505.9

These appendices should be read in conjunction with the notes on the preceding pages.
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Appendix Il (unaudited)

Funds available for outstanding and unreported claims
Class 1=P&l open policy years

2017 2016 2015
Oneyear Twoyears  Threeyears
from from from
inception inception inception
uUs$m UsS$m Us$m

At 20 February 2018
Calls and premiums —current year 260.7 (1.1) -
Calls and premiums —prior year - 275.2 324.3
Less: claims, reinsurance premiums, administration expenses and tax (143.6) (194.0) (278.6)
117.1 80.1 45.7
Investmentincome to date 42.6 22.0 (6.6)
Funds available A 159.7 102.1 39.1
Estimated known outstanding claims and forecast of unreported claims 161.4 951 76.8
Estimated reinsurance recoveries (35.6) (5.9) (9.9)
B 125.8 89.2 66.9
Anticipated surplus at closure A-B 339 129 -
Deficit on closure of 2015/16 year — - (27.8)
Transferred to contingency reserve at 20 February 2017 - - -
Transferred (to)/from contingency reserve at 20 February 2018 (33.9) (12.9) 27.8
Product of a 10% supplementary call 20.2 21.6 24.6

Notes

Estimated known outstanding claims and the forecast of unreported claims of open years (excluding the 2015/16 policy year) include
the club's share of other clubs' Pool claims amounting to $58.4m.

Estimated reinsurance recoveries show the reinsurance recoveries to be made on reinsurance contracts net of provision for doubtful
recoveries, and include anticipated Pool recoveries of $1.9m, recoveries from group excess of loss reinsurers of $32.6m, and recoveries
from other reinsurers of $32.6m.

Investment income
Allinvestment income received in the year has been allocated to the 2017/18 policy year.

Fixed premium and non-poolable business
Ofthe $271m of calls and premiums on the 2017 P&l policy year, $67m represents non-poolable business which s all fixed premium.
The comparative figures for 2016 are $276m and $68m, and for 2015 $323mand $71m.
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Appendix lll (unaudited)

Funds available for outstanding and unreported claims
Class 1-P&l closed policy years and contingency reserve

Closed policy years Contingencyreserve
2018 2017 2018 2017
US$m us$m US$m us$m
At 20 February 2017
Balance available at 20 February 2017 (2016) 295.9 300.2 347.8 307.2
Transfers on closure of 2015/16 (2014/15) policy year 66.9 48.3 (27.8) 26.4
Premium adjustment - - (0.1) -
Claims paid net of reinsurance recoveries (45.7) (32.6) - -
317.1 315.9 319.9 333.6
Transfer of anticipated surplus/(deficit) on openyears - - 46.8 (5.5)
Other chargesincluding value adjustments - - 0.4 (0.3)
Minority interest = - = -
Improvement of claims in closed policy years (14.4) (20.0) 14.4 20.0
Balance available at 20 February 2018 (2017) 302.7 295.9 381.5 347.8

Closed policy years

The balance available for outstanding claims of closed policy years (including the 2015/16 year which was closed at the club's meeting on
11 May 2018) includes a provision for incurred but not reported claims (IBNR) of $50.5m (2017: $186.3m) and is shown net of Pool
recoveries of $188.2m (2017: $163.4m), recoveries from group excess of loss reinsurers of $21.6m (2017: $81.5m) and other non-group
reinsurance recoveries which amountto $111.4m (2017: $109.5m). The balance available including IBNR includes $66.4m (2017: $50.1m)
inrespect of the club's share of other clubs' outstanding Pool claims.
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Notice of annual general meeting
The Standard Club Ltd (the company)

Registered no: 1837

Notice is hereby given that the 47th annual general meeting of the company will be held on Friday 28 September 2018 at 8.50am (the
meeting) at Fairmont Pacific Rim, 1038 Canada Place, Vancouver, British Columbia, Canada V6C OB9 for the purpose of considering and,
if thought fit, passing the following ordinary resolutions:

Reports and financial statements
1. THAT thereports of the directors and auditors, and the audited financial statements of the company for the year ended 20 February
2018 be received and adopted.

Re-election of directors appointed since the last AGM

THAT Ronald Forest be re-elected as a director of the company.
THAT Lars Henneberg be re-elected as a director of the company.
THAT Allister Paterson be re-elected as a director of the company.
THAT Ken Soerensen be re-elected as a director of the company.
THAT Chen-Huei Yeh be re-elected as a director of the company.

S

Annual re-election of directors

7. THAT Necdet Aksoy be re-elected as a director of the company.

8. THAT Luigi D'’Amato be re-elected as a director of the company.

9. THAT Cesare d’Amico be re-elected as a director of the company.

10. THAT Paolo Clericibe re-elected as a director of the company.

11. THAT Alistair Groom be re-elected as a director of the company.

12. THAT Bhumindr Harinsuit be re-elected as a director of the company.

13. THAT Erik Johnsen be re-elected as a director of the company.

14. THAT Ricardo Menendez Ross be re-elected as a director of the company.
15. THAT Constantine Peraticos be re-elected as a director of the company.
16. THAT Art Bensler be re-elected as a director of the company.

17. THAT Barnabas Hurst-Bannister be re-elected as a director of the company.
18. THAT Gunther Jaegers be re-elected as a director of the company.

19. THAT David Koo be re-elected as a director of the company.

20. THAT Emanuele Lauro be re-elected as a director of the company.

21. THAT David Marock be re-elected as a director of the company.

Appointment of auditors
22. THAT the directors be authorised to appoint the auditors and fix their remuneration.

Date: 11 May 2018

By order of the board,

Charles Taylor & Co (Bermuda)
Secretary

Registered Office:
Swan Building, 2nd Floor
26 Victoria Street
Hamilton HM12
P.O.BoxHM 2904
Hamilton HMLX
Bermuda
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Notice of annual general meeting continued
The Standard Club Ltd (the company)

Registered no: 1837

Re-election of directors holding office for over nine years

Necdet Aksoy (appointed 30 January 2002) Principal of Akmar Shipping Group and Turkish Cargo Lines

Luigi D'Amato (appointed 24 January 2006) Principal of FratelliD'’Amato SpA, Italy

Cesare d'Amico (appointed 28 January 2004) Principal of d'’Amico Societa di Navigazione SpA, Italy

Paolo Clerici (appointed 29 January 2003) Principal of Coeclerici SpA, Italy

Alistair Groom (appointed 1 October 2004) Former CEO of the managers' London agents

Bhumindr Harinsuit (appointed 30 January 2007) Managing Director of The Harinsuit Transport Co Ltd

Erik Johnsen (appointed 26 September 2003) Director of Seaocean Carriers Ltd Pte

Ricardo Menendez Ross (appointed 18 May 1990) CEOQ of Interocean TransportationInc.

Constantine Peraticos (appointed 16 May 2003) Principal of Pleiades Shipping Agents SA, Greece

Notes

1 Amember ofthe company entitled to attend, speak and vote at the above meeting is entitled to appoint a proxy to attend, speak and vote on their behalf. The proxy need not be a member
ofthe company.

2 Theappointment of a proxy will not prevent amember from subsequently attending, speaking and voting at the meetingin person. Details of how to appoint the chairman of the meeting or
another person as your proxy are set outin the notes to the Form of Proxy. If you wish your proxy to speak on your behalf at the meeting, you will need to appoint your own choice of proxy (not the
chairman) and give your instructions directly to them.

3 Fortheinstrumentappointing a proxy to be effective, you must complete the enclosed Form of Proxy and ensure that the Form of Proxy, together with any power of attorney or other authority
under whichitis executed (or a notary certified copy of the same), is deposited with the Secretary of the company, Charles Taylor & Co (Bermuda), Swan Building, 2nd Floor, 26 Victoria Street,
Hamilton HM12, P.O. Box HM 2904, Hamilton HMLX, Bermuda, or scanned and emailed to pandi.bermuda@ctplc.com not less than 48 hours before the time fixed for holding the meeting or
adjourned meeting.

4 Acorporate member can appoint one or more corporate representatives who may exercise, onits behalf, allits powers as amember provided that no more than one corporate representative
exercises powers over the same vote.
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Form of proxy
The Standard Club Ltd (the company)

Registered no: 1837

47th annual general meeting
28 September 2018 at 8.50am (the meeting)

I (Block Capitals) amember of the above-named company, hereby appoint the chairman of
the meeting, or..... as my proxy to vote for me on my behalf at the annual general meeting of the
company to be held at Fairmont Pacific Rim, 1038 Canada Place, Vancouver, British Columbia, Canada V6C OBS9 on Friday 28 September
2018 at 8.50am, and at any adjournment thereof.

Signature.....

Dated 2018

Please indicate with an Xin the spaces below how you wish your votes to be cast.

Ordinary resolutions For Against

1. THAT thereports of the directors and auditors and the audited financial statements of the company
for the year ended 20 February 2018 be received and adopted.

2. THAT Ronald Forest be re-elected as a director of the company.

3. THAT Lars Hennebergbere-elected as a director of the company.

4. THAT Allister Paterson be re-elected as a director of the company.

5. THAT Ken Soerensen be re-elected as a director of the company.

6. THAT Chen-Huei Yeh be re-elected as a director of the company.

7. THAT Necdet Aksoy be re-elected as a director of the company.

8.  THAT LuigiD'’Amato be re-elected as a director of the company.

9.  THAT Cesare d’Amico be re-elected as a director of the company.

10. THAT Paolo Clerici be re-elected as a director of the company.

11. THAT Alistair Groom be re-elected as a director of the company.

12. THAT Bhumindr Harinsuit be re-elected as a director of the company.

13. THAT Erik Johnsenbe re-elected as a director of the company.

14. THAT Ricardo Menendez Ross be re-elected as a director of the company.
15. THAT Constantine Peraticos be re-elected as a director of the company.
16. THAT ArtBensler be re-elected as a director of the company.

17. THAT Barnabas Hurst-Bannister be re-elected as a director of the company.
18. THAT Gunther Jaegers be re-elected as a director of the company.

19. THAT David Koo be re-elected as a director of the company.

20. THAT Emanuele Lauro be re-elected as a director of the company.

21. THAT David Marock be re-elected as a director of the company.

22. THAT the directors be authorised to appoint the auditors and to fix their remuneration.

Notes

1 Ifyouwishany personotherthanthe chairmantoactas your proxy, please insert the name of your proxy in the space provided. If no nameis inserted, you will be deemed to have appointed the
chairman of the meeting. A proxy need not be amember.

2 Pleaseindicate with an Xinthe appropriate spaces how you wish your vote to be castin respect of each of the resolutions. On receipt of this form duly signed but without any specific direction on
how you wish your votes to be cast, the proxy will vote in favour of the resolutions.

3 Inthecase ofacorporation, this form must be signed under its common seal or be signed by an authorised officer or attorney duly authorised on that behalf, and the signatory should state in the
line below his name, his office (eg company secretary, director).

4 Tobevalidatthe annual general meeting referred to, this form must be completed, signed and dated. It should then be deposited with the secretary of the company, Charles Taylor & Co (Bermuda),
Swan Building, 2nd Floor, 26 Victoria Street, Hamilton HM12, P.O. Box HM 2904, Hamilton HMLX, Bermuda, or scanned and emailed to pandi.bermuda@ctplc.com not less than 48 hours before the
time fixed for holding the meeting or adjourned meeting.

5 Completionandreturn of this formwill not prevent you from attending and voting in person if you wish. Copies of the form can be downloaded from www.standard-club.com.
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Managers and offices

Managers
Charles Taylor & Co (Bermuda)

Company Secretary
Charles Taylor & Co (Bermuda)

Registered office of the club
Swan Building

2nd Floor

26 Victoria Street

Hamilton HM12

Bermuda

Telephone: +1 441 292 7655
Email: pandi.bermuda@ctplc.com

www.standard-club.com
www.ctplc.com

Managers’ agents

London

Charles Taylor & Co. Limited
The Minster Building

21 Mincing Lane

London

EC3R7AG

Telephone: +44 20 3320 8888
Email: pandilondon@ctplc.com

Singapore

Charles Taylor Mutual Management (Asia)
Pte. Ltd

140 Cecil Street

#16-00A PIL Building

Singapore 069540

Telephone: +65 6506 2896

Email: pandi.singapore@ctplc.com

Piraeus

Charles Taylor & Co. Limited

85 Akti Miaouli

Piraeus 185 38

Telephone: +30210 429 1840
Email: pandi.piraeus@ctplc.com

New York

Charles Taylor P& Management
(Americas), Inc

75 Broad Street, Suite 2505

New York, New York 10004
Telephone: +1 212 809 8085
Email: pandi.newyork@ctplc.com

Hong Kong

Charles Taylor P&l Management
(Hong Kong)

Room 710, 7/F

CC Wu Building

302-308 Hennessy Road

Wanchai, Hong Kong

Telephone: +852 2399 6120

Email: pandi.hongkong@ctplc.com

Tokyo

Charles Taylor (Japan) Ltd

6th Floor Takebashi Bldg
2-1-8, Kanda Nishiki-cho
Chiyoda-ku, Tokyo 101-0054
Telephone: +81 3 3518 9601
Email: pandi.tokyo@ctplc.com
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