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At Beazley, our commitment is to
deliver beautifully designed insurance
to our clients around the world.

Beautiful designs require beautifully designed
insurance. Our architects’ and engineers’
professional indemnity team 1s just one of the many
teams at Beazley that work closely with brokers
to design customised insurance, backed by expert
service, to address our clients’ most pressing needs.
We are proud to have insured the architects behind
the Jeddah Tower and many other pioneering
designs, Adrian Smith + Gordon Gill Architecture,
since 2008 and the building’ structural engineers,
Thornton Tomasetti, since 2006.

When complete in 2020 the Jeddah Tower will
be the world’s tallest building, soaring more than
a kilometre (3,281 feet) above Jeddah, a Red Sea
port and Saudi Arabia’s second largest city.
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Our business model and strategy

Reconfirmed annually through the
business planning process, our
business model is as follows:

Beazley is a specialist insurer.
We have a targeted product set,
largely in commercial lines of
business, and underwrite each
risk on its own merits.

We employ highly skilled, experienced
and specialist underwriters and
claims managers.

We tend to write capped liabilities.

We operate through specific
insurance hubs rather than seeking
a local presence in every country

in which we do business.

We transact business through
brokers and work with selected
managing general agencies and
managing general underwriters
to improve distribution in
specialist niches.

Our strategy is directed towards the
achievement of our vision, which is to
become, and be recognised as, the
highest performing specialist insurer.
To this end, our strategy comprises:

* Prudent capital allocation to achieve
a well diversified portfolio that is
resistant to shocks in any individual
line of business.

The creation of an environment
in which talented individuals with
entrepreneurial spirit can build
successful businesses.

The ability to scale our operations to
ensure that client and broker service
keep pace and, wherever possible,
improve as the company grows.

Consistent investment in product
innovations to provide better
products and services to improve
our clients’ risk transfer.

Given the nature of Beazley’s business,
the key risks that impact financial
performance arise from insurance
activities and fall into the following
categories:

* Market cycle risk:
The risk of systematic mispricing
of the medium tailed specialty lines
business which could arise due to
a change in the US tort environment,
changes to the supply and demand
of capital, and companies using
incomplete data to make decisions.

* Natural catastrophe risk:
The risk of one large event caused
by nature affecting a number of
policies and therefore giving rise
to multiple losses. Given Beazley’s
risk profile, this could be a hurricane,
major windstorm or earthquake.

* Non natural catastrophe risk:
This risk is similar to natural
catastrophe risk except that
multiple losses arise from one
event caused by mankind. Given
Beazley's risk profile, examples
include a coordinated cyber attack,
an act of terrorism, an act of war
or a political event.

* Reserve risk:
The risk that the reserves put aside
for claims to be settled in the future
turn out to be insufficient.

Our approach to managing these
and other risks is described in
detail on page 52



Our key performance indicators

Financial highlights

Earnings per share (c)
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EPS is at 1.7x total dividend cover for 2016.
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The second interim dividend for 2016 is in line
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Average five year return on equity of 19%.
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Growth of 6% in 2016 and 16% since 2012.
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Our combined ratio has averaged 88% over
five years.

Find out more page 127




Our key differentiators

We create value through the implementation

of three key differentiators — consistently applied
and nurtured across our specialist insurance
operations around the world.

Entrepreneurial spirit
We look for individuals with a strong

A _ = sense of ownership for the business they
handle who are willing — indeed keen —
to be accountable for their decisions.

110daa or8reng
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Strong partnerships

Strong long term relationships with
brokers, remnsurers and chents have
sustained our business over three decades.

Daversified business

We target a balanced portfolio spanning
specialust classes driven by different
cycles on an international basis.

Sjuowrdle)s [enueury
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Entrepreneurial spirit

. . : For us entrepreneurial spirit has a very specific meaning, a
WC hlI‘Cd 63 underwrlters 11 20]‘67 meaning that guides us in evaluating new hires to our underwriting

a I‘CCOI‘d number. FOI‘ talented teams around the world. We look for individuals who have a strong
. .. . . . sense of ownership for the business that they underwrite
individuals 1n our lines of bUSIH€SS, and are willing - indeed keen - to be accountable for their

B 1 d . underwriting decisions. We also look for individuals who have
caz Cy pI‘OVl €s an opportunlty a broad understanding of the ways in which factors such as
that Combines a hlgh level Of economic, political and social changes can impact their book.
pI‘OfﬁSSiOHal SuppOI‘t Wlth a hlgh Entrepreneurs usually achieve success through collaboration
.y and Beazley underwriters are members of close knit teams.
level of personal aCCOUHtablhtY- Our claims professionals work closely with our underwriters

to understand the intent behind the cover we offer and provide
a swift and supportive service to clients. Increasingly, key
elements of the customer experience depend on far more than
skilled and conscientious underwriters and claims staff: they
also depend on advanced systems and skills to make doing
business with Beazley as easy and agreeable as possible.

We invest what is needed to maintain leadership in these fields.

“The world of risk is changing fast.
T was attracted to Beazley by its
track record of innovation — trying
new things is part of the company’s
DNA. In an industry that can be

- slow to adapt, Beazley stood out.”

Libby Benet
| Underwriter and manager,
Beazley Product Solutions, Farmington

“For three decades Beazley has been
a leader in professional hability for

g architects and engineers. I am excited
' ' about the opportunity to expand our

I offering to contractors, a significant

| growth market, and also developers

: through our new DeveloPro product.”
Michael Attwell

e Underwriter - A&E and construction,
specialty lines, London

2 Beazley Annual report 2016 www.beazley.com



Our key differentiators

Strong
partnerships

We aim to forge strong
relationships with brokers,
reinsurers and insureds who
appreciate the quality of our
products and the value of our
service and whose decisions
are not driven solely by cost.

During the course of 2016, we also took steps to strengthen
our relationships with other insurers and reinsurers whose
business goals are complementary to our own. With our
deep roots in the Lloyd’s market, we are of course no
stranger to partnering with other Lloyd’s insurers -

through coinsurance - to cover large, complex risks.

But our new partnerships extend the principle more broadly.
In April we announced a partnership with the Corporate
Insurance Partner unit of Munich Re to expand the cyber
cover we could offer to the world’s largest companies.

Global presence of Beazley offices

® uK ® usa

@ France ® Brazil

@ Germany ® uAE

@® Norway @ singapore
@ Ireland ® Australia

www.beazley.com
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We have also entered into a number of relationships with other
insurers to embed, through reinsurance, our data breach
product in the cover they can offer to their clients.

Responsibility for maintaining strong broker relationships
falls to each and every Beazley underwriter, supported by
our broker relations team led by Dan Jones. A detailed survey
among our brokers worldwide conducted in October and
November indicated that our commitment to these
relationships is appreciated. Eighty four percent of
respondents ranked us seven or higher out of ten for
responsiveness (with 49% ranking us nine or ten out of ten).
For underwriting expertise, 94% ranked us seven or higher
out of ten and 59% nine or higher.

Annual report 2016 Beazley
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Diversified business

For our shareholders, Beazley aims
to deliver sector leading returns on
equity with relatively low volatility.

Marine —
a diversified business

The key to this performance over “Over the past decade, we have
. . , enhanced the abt portfolio
time 15 the balance of BeaZI€Y S to weather rate declines in individual
portfolio across specialist classes Lines of business. We have
. . progresswely diversified our account,
driven bY different CYC1€S- expanding our marine hability
book, entering the satellite market,
Our diversified portfolio allows us to implement efficient cycle and ﬂgnﬁmnt!y dez.zeloping our
management. We assess the merits of writing a new line aviation business.”
of business very carefully with an eye on the effect on the
diversification of our portfolio. Clive Washbourn

Head of marine

As our divisions have grown, they have also become more
diversified. Specialty lines, which accounted for 53% of

our premiums in 2016, is the foremost example of this

(see pages 8 to 11), but our property and marine divisions have
also diversified significantly in recent years. A decade ago, large

) . Diversification of the marine account 2016
scale property business written out of London accounted for

more than half of our property division’s portfolio; last year Hull & miscellaneous 26%
it stood at 29%. Similarly, a decade ago marine hull and energy Liability 19%
business together accounted for more than two thirds of Energy 18%
our marine division’s portfolio; last year they accounted for Cargo 17%
approximately 45% and aviation business, which we began War 9%
underwriting in 2013, represented 8%. Aviation 8%
Satellite 3%
Diversification of the marine account 2009

@ Hull & miscellaneous 34%

® Liability 3%

Energy 34%

Cargo 13%

® War 16%

4 Beazley Annual report 2016
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Diversified portfolio

The spread of our overall portfolio by division and the impact
this diversification has had on our combined ratio over the past
five years can be seen in the chart below.

110daa o18areng

Diversified portfolio achieves consistent
combined ratio through market cycles
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Our key differentiators

Diversified business continued

b [
oy i |
LSS -
b |
Managed gross premiums growth by division $m
@ Life, accident & health @ Marine Political risks & contingency
With an experienced team of leading We help insure in excess of 20% of the world’s  In addition to traditional lines such as
underwriters many of whom have been ocean-going tonnage and are the pre-eminent  contract frustration, expropriation and credit,
together since the early 1990s, our leader of voyage and tow business in the we insure a growing number of businesses
personal accident and specialty life London market. We insure 60% of the Forbes’ against terrorism and political violence.
business is written on both an insurance List of the 25 Biggest Public Oil & Gas Our contingency team is one of the strongest
and a reinsurance basis and covers a Companies. We have extensive experience in the London market. We also specialise in
number of niche classes, including sports insuring a wide variety of cargoes including event cancellation - writing everything from
disability. The business was acquired by project, fine art and specie. weddings to World Cups.
Beazley in 2008 and has grown since then
organically and through further acquisition.
Find out more page 26 Find out more page 28 Find out more page 30

86 87 88 89 90 91 92 93 94 95 96 97 98 99 00
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@® Property

We've protected clients ranging from
Fortune 1000 companies to homeowners
through 24 years of natural and man-made
catastrophes. We underwrite this business
through three platforms; Lloyd’s, the US
and Singapore, with a business focus on
commercial property, engineering and
construction risks and select homeowners’
business.

@ Reinsurance

The reinsurance team specialises in writing
worldwide property catastrophe; per risk;
aggregate excess of loss and pro-rata
business; and casualty clash. Approximately
80% of our top clients have reinsured with
us for 20 years or more.

@ Specialty lines

Specialty lines comprises management
liability and professional liability risks,
including cyber liability, underwritten for
clients on both a primary and excess basis
in North America, Europe and around the
world. Our US clients are served both by our
underwriters at Lloyd’s and, on an admitted
basis, by our local US-based underwriters.

Find out more page 32

www.beazley.com

Find out more page 34

=l Find out more page 36
pag
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Specialty lines - Gross premiums written 2007-2016 ($m)
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800
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200

2007 2008 2009 2010
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As Beazley celebrated its

30th anniversary, the division
that accounts for some of the
company’s longest established
lines of business — specialty lines —
has enjoyed a highly successful
year, reaping the rewards of

a long term growth strategy
that has seen premiums rise

by 76% over the past decade.

Beazley was founded in 1986 in the midst
of a crisis of capacity for liability risks in the
US that prompted Time magazine to run a
cover story in March of that year headlined
‘Sorry America. Your insurance has been
cancelled'’. Professional indemnity covers
for large US law firms and for major US
engineering design firms were among the
first risks Andrew Beazley underwrote on
behalf of the fledgling Lloyd’s syndicate.

www.beazley.com

Thirty years later, Beazley remains a
major market for professionals such

as lawyers, architects and engineers.
However the company’s interests in
specialty lines business - encompassing
a wide spectrum of professional and
management liability risks - have
diversified hugely. The division’s (and
Beazley’s) largest single line of business
in 2016 - data breach insurance -
would have been inconceivable in 1986.

Specialty lines, led by Adrian Cox since
2008, has benefited from a consistent
strategy. This starts with the identification
of promising business lines - lines in
which highly skilled underwriters and
claims specialists can make a major
difference to the experience of clients
and brokers. This difference may take
the form of a willingness to underwrite
risks that other insurers will not.
Invariably it reflects a commitment

to providing excellent service, both

in underwriting and claims.

Commoditised, price-driven lines of
business are not well suited to this
approach. Instead, Beazley’s underwriters
target more complicated risks where

it is possible to forge real partnerships
with brokers to develop innovative
solutions and explain them to clients.

In these areas the major investments
Beazley has made in talented individuals
can pay off.

“We aim to attract people that enjoy
becoming experts - you might even say
geeks - on both the underwriting and
claims side,” says Adrian Cox. “Then we
deploy them in the field where they can
best use their expertise to win the loyalty
of clients and out-manoeuvre competitors.
This model does not suit the writing of
lines such as personal auto insurance.”

.h.".
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Strong roots, tall trees continued

The specialty lines team has also focused
successfully on industries and business
lines that have strong growth potential.
Technology-related risks and the healthcare
industry have accordingly been major
targets in recent years, with premiums from
the former growing 55% over the past three
years and from the latter 32%.

One of the attractions of the healthcare
market, particularly in the US, is the high
relevance of a wide range of Beazley
products, both from the specialty lines
division and further afield. Beazley
underwrites medical malpractice,

errors & omissions, directors’ & officers’
insurance, employment practices liability
and environmental impairment liability
for healthcare providers of many kinds.
In addition, we have developed a highly
innovative regulatory liability product

for hospitals held responsible for
incorrectly billing US federal healthcare
programmes such as Medicare and
Medicaid - a constant challenge given
the massive complexity of the billing
regulations. We have also been able

to introduce underwriters from other
Beazley divisions to our healthcare clients,
including underwriters of commercial
property and terrorism risks.

Environmental insurance represents

a major area of opportunity for Beazley -
this is a significant growth market
worldwide that has also suffered
dislocations as major insurers have
withdrawn in recent years. Beazley began
underwriting environmental business in the
US in 2009 and expanded its team rapidly
during the course of 2016, attracting a
number of highly experienced and well
regarded underwriters. The team, led

by Jayne Cunningham, now numbers 13,
including 12 underwriters in the US and

1 in London. Premiums grew significantly
in 2016 to $61.5m (2015: $25.8m).

In terms of geography, the US has been
the most fertile region for the types of
insurance that Beazley’s specialty lines
underwriters focus on. The division has
accordingly been the largest beneficiary
of Beazley’s decision, early this century,
to establish a local US presence and the
capacity to underwrite ‘admitted’ business
in the country. Most of the Lloyd’s market’s
US business is transacted on a surplus
lines basis, meaning that Lloyd’s
underwriters can only target business
that the local market declines. In 2005
Beazley established Beazley Insurance
Company, Inc. as its US admitted carrier.

An early area of focus, as had been the
case in 1986, was professional indemnity
for architects and engineers. However,
this time it was far smaller firms that were
targeted than had been originally sought
out from London.

In 2005, Beazley underwrote $7.5m in
specialty lines business in the US; by
last year, this had grown to $545.8m.
The years in between saw the financial
crisis of 2008 and the recession that
followed it. However, perhaps more
significant for Beazley, was the onward
march of Moore’s Law (named after
the co-founder of Intel, Gordon Moore,
who predicted in the 1960s that the
processing power of computers would
double roughly every two years) and the
related explosion in the online exchange
of data, including personal data.

“We were able to achieve significant growth in our
environmental book in 2016. We see further growth
opportunities in the US and around the world,
particularly from property owners and developers
looking for well designed, long term protection from
environmental lawswits and regulatory action.”

Jayne Cunningham
Environmental focus group leader

10 Beazley Annual report 2016
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Beazley’s technology, media and business
services (TMB) team within the specialty
lines division began underwriting network
security and privacy risks in 2005.
However, to establish clear leadership

in the nascent data breach insurance
market required a willingness to rethink
the product from the ground up,
recognising that clients’ most pressing
need was not for third party liability cover
following a data breach, but forimmediate
hands-on help in handling the
consequences of the breach.

Thus Beazley Breach Response (BBR)
was launched in June 2009. As billed in
the press release, the product did indeed
bring ‘radical change to the data breach
and security insurance market’. It provided
an array of tightly coordinated response
services to help clients manage data
breaches effectively for up to two million
affected individuals (later increased

to five million). By tying the cap to the
number of individuals notified of the
breach, BBR alleviated any concerns
clients might have about running out of
insurance funds before the job was done.

5,000+

The number of data breaches handled
by Beazley’s experts by late 2016

BBR, developed by a team led by

Mike Donovan, TMB focus group leader,
was the first really credible insurance
industry response to the growing legal
and reputational challenge to companies
posed by data breaches. Several dozen
states then had their own data breach
notification laws (the number has since
risen to 48) and coordinating responses
in multiple states was a major challenge.
BBR Services, the dedicated business
unit established by Beazley in 2012

to help clients manage data breaches
effectively, strengthened the service

still further. Beazley has now worked with
clients on more than 5,000 breaches.

In recent years, Beazley’s leadership
position in cyber insurance has extended
outside the US. This has occurred partly
through launches of BBR in other markets
(versions of the policy can be purchased
through brokers in France, Italy, the

UK and Canada) and partly through
reinsurance agreements with other
insurers through which Beazley’s data
breach cover can be embedded in the
other insurers’ existing product range.

Although the US will unquestionably
continue to be the biggest market for

the specialty lines division in the years to
come, business in other markets is gaining
ground. Lloyd’s remains a crucible for
innovation in insurance, as well as the
natural home to many of the largest and
most complex risks. From 2017, as part of
the expansion of our international (non-US)
specialty lines business, a team under
Gerard Bloom’s leadership will be targeting
new opportunities in financial institutions
and in other specialty lines such as
management liability and cyber.

Specialty lines is strongly rooted in the
history and culture of Beazley as the
company has developed over three
decades. And trees with strong roots
can grow very tall.
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'Three eventiul decades

For three decades, Beazley has helped clients recover from risks
that threaten to derail their businesses and destroy their livelihoods.

1986

1987

In October 1987, hurricane-force

winds sweep across southern

England and northern France, killing
at least 22 people and leaving a path

of destruction in their wake.

i Turbulent beginnings

Beazley began life in a tumultuous decade

for world insurance markets. A capacity

: crisis in US liability markets sent premiums
i soaring in the US, offering attractive

: opportunities to the few carriers that

had not withdrawn from the market and

were able to price risks appropriately.

At Lloyd’s, storm clouds were gathering.
The late 1980s saw mounting losses

: from long tail liabilities for risks such

: as asbestos deriving from policies

underwritten, in many cases, decades
before. As a new syndicate Beazley

was not directly exposed to these risks,

but the combination of long tail liabilities

i and more recent catastrophe losses from
events such as the North Sea Piper Alpha
: oil platform explosion and Hurricane Hugo

12

posed a threat to the market as a whole.

Beazley Annual report 2016

In the year Beazley begins trading,
the first acknowledged computer
virus, Brain, is released. Thirty years
later Beazley is at the forefront of
insuring against this type of threat.

1992

The most destructive hurricane
in US history, Hurricane Andrew,
passes through the Bahamas
and southern USA in August 1992.

i Change at Lloyd’s

The problems at Lloyd’s came to a head in

: the 1990s. At the beginning of the decade,
the market’s capital was derived exclusively

: from the personal wealth of 34,000 private

: individuals, known as Names, who backed
underwriting at Lloyd’s with unlimited liability.
: Bythe end of the decade, corporate capital
had replaced much of the Names’ capacity and
: Equitas, the world’s largest run-off reinsurance
: company, had been formed to manage 1992
and prior year liabilities. (Equitas was later

: acquired by Berkshire Hathaway.)

Andrew Beazley, Nick Furlonge and other

. Beazley underwriters played key roles in
helping the Lloyd’s market navigate through
: this perilous period in its history.

2001
Terrorist attacks on the World Trade
Center and Pentagon kill 2,996.

2000 2001 2002

i Terrorism on a new scale

The terrorist attacks on the World Trade
Center on 11 September 2001 gave rise

: to the heaviest insurance losses in history,

i with the Lloyd’s market alone paying out

: more than $1.98 bn. The security of Lloyd’s
: held but the shock prompted a review of the
i market’s governance. Andrew Beazley was
a member of the Chairman’s Strategy Group
: atLloyd’s, which set down a blueprint for

: reforms including the creation of the

: Franchise Board in 2003. With the oversight
of the Franchise Board, Lloyd’s has enjoyed
: a period of exceptional growth and stability.

$1.98bn

i Lloyd's market loss as direct result
: of September 11, 2001 attacks

www.beazley.com
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As we move into our fourth decade, the company
1s larger, better resourced and more diverse than
at any point in its history. We can accordingly

do more to help our clients while providing
exciting career opportunities for our employees
and attractive returns for our investors.

2005

Hurricanes Katrina, Rita and Wilma cause massive
damage to the southern US. Wilma set a record for
the lowest barometric pressure ever recorded in
the Atlantic. But it was Katrina that caused by far

2012

Superstorm Sandy makes landfall
in the US, causing estimated losses
of between $25-30bn, the second

2005

the greatest loss of life and damage.

2006 2007

Growth at Beazley

Beazley took two important steps to develop
its business in the early years of this century.
In 2002, the company floated its shares on

the London Stock Exchangg, raising £150m to

invest in profitable growth opportunities that

were, at that time, plentiful. Also from 2005
1 onwards, the company began underwriting

business locally in the United States, then

as now, Beazley’s most important market.

i The great recession

i The US financial crisis in 2008 and the global
: economic slowdown that followed it posed

: challenges for insurers, with scant growth
opportunities and heavy claims in recession-
exposed classes of business such as

. employment practice liability. Beazley
adjusted its portfolio accordingly and

: traded profitably through the downturn.

.JIT]

The number of new devices, including
household appliances, that came on
line each day in 2016

www.beazley.com

costliest windstorm in US history.

2008

On the day that Lehman
Brothers files for bankruptcy -
15 September 2008 - the
Dow Jones index falls by over
500 points (4.4%). Worse

was to come.

2010 2011 2012

i The calm after the storms

Recent years have proved generally profitable
: forinsurers, with relatively subdued claims

: experience and a steady recovery of the US
economy. Investment returns have however

: been low, benefiting insurers with deep
:underwriting expertise and the ability to
generate strong underwriting returns. Beazley
: targets a combined ratio of 90% or lower and
. has achieved this in four consecutive years. In
i 20141, the worst year on record for insured
natural catastrophes, the company’s

: combined ratio was 99% compared to a
combined ratio of 106.8% for the Lloyd’s

: market as a whole.

i Increased demand for cyber

: Demand for specialist insurance has also
been evolving rapidly. Recent years have

: also seen an explosion of data as businesses
: seek new ways to serve customers (and
influence them). The Internet of Things,

a term first coined in 1999, became

: immensely popular a decade and more later
as the networked world expanded. However
: the dark side of big data - the potential for

: massively damaging data breaches and
network intrusions - also grew, spurring the
i rapid emergence of a new insurance market.
Beazley, which had launched a highly

: innovative data breach product, Beazley
Breach Response, in 2009, has established
¢ itself as a leader in this market.

2013

2014 2015 2016

- Same company,
: same values

Although many of the risks Beazley

i underwrites today were unheard of

in 1986, in other important respects

: the company has not changed. It has

: enjoyed a high level of management
stability, with two chief executives

¢ inthe company’s history. A focus

on organic growth has enabled the
company to avoid the dilution of the

: founders’ culture that companies which
have grown through acquisitions have

i often experienced. The culture is based
: on strong, respectful relationships -
among colleagues and, externally, with

i brokers and clients. The evidence of the
: past three decades suggests that it is

i a culture that benefits investors as well.
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Chairman’s statement

The board is pleased that Beazley’s
execution of its strategy continues to
help us deliver strong shareholder value.

Dennis Holt
Charrman

Against a background of
continued sharply falling
premium rates for most large
risk business, Beazley delivered
a very strong performance in
2016, generating a return on
average shareholders’ equity

of 18% (2015: 19%) and premium
growth of 6%.

Through skilled underwriting and careful
rebalancing of our diversified risk
portfolio, Beazley once again achieved

a combined ratio below 90%, recording
89% in 2016 (2015: 87%). Earnings per
share were 48.6¢ (2015: 48.8c) and net
tangible assets per share grew to 268.2¢
(2015: 263.9¢).

The board is pleased to announce

a second interim dividend of 7.0p per
ordinary share (plus a special dividend

of 10.0p per ordinary share). Together
with the first interim dividend of 3.5p

this takes the total dividends declared

for 2016 to 20.5p per ordinary share
(2015: first interim dividend of 3.3p,
second interim dividend of 6.6p plus a
special dividend of 18.4p, totalling 28.3p).

Beazley targets dividend growth (excluding
special dividends) of between 5% and 10%,
a record which we have maintained since
flotation. Additional capital is available to be
returned to shareholders if cash flow further
exceeds the opportunity to invest in
profitable growth, plus a prudent buffer.
As our specialty lines business continues
to grow, and as we continue to reduce

our peak natural catastrophe exposure,

in part due to the competitive rating

14 Beazley Annual report 2016

environment, we expect our capital
requirements to increase. In 2016,

our capital requirements grew by 11%,
thus reducing the level of excess capital
compared to 2014 and 2015.

The markets within which Beazley operates
faced major economic and political
uncertainties in 2016 - uncertainties

that had not diminished by the year end.

It is now clear that the hardship and
psychological shocks caused by the
2008 financial crash and subsequent
recession have, several years later,

had major political repercussions that
few expected. In both Britain and the US
support for open markets and free trade
is more challenged and the economic cost
may ultimately be high. The direction of
both monetary and fiscal policy in this
volatile environment is hard to predict.

Reflecting this trend, Brexit has been

a source of concern and considerable
uncertainty to many businesses in the City
of London. For Beazley the concern is less
acute, in part because less than 5% of our
business is generated within mainland
Europe, but also because we had already
planned to develop our presence in Dublin
to access more business in continental
Europe. In November 2016, we filed an
application with the Central Bank of Ireland
to obtain approval for Beazley Re dac to
become a European insurance company,
enabling us to broaden our underwriting
platforms to European clients.

For many insurers, the ripple effects of
political uncertainty and weak investment
returns on performance have been
masked by a low incidence of catastrophe
claims that has continued largely unbroken
since 2011. Premium rates have naturally

fallen to reflect this, most sharply in

the energy market. However, it is in the
nature of large risk, catastrophe exposed
business that rates can fall a long way
and insurers can still make money if
claims are subdued.

Beazley has weathered multiple
underwriting cycles in three decades
and, at this juncture, our focus is on
maintaining underwriting discipline
across the business classes that have
seen rates continue to fall. We have
accordingly further trimmed our
exposures to energy risks, large scale
commercial property, and reinsurance.

Nevertheless, amid the challenges our
industry faces, there are many areas of
opportunity for Beazley. Specialty lines,
the company’s largest division, continues
to grow strongly, generating gross
premiums of $1,159.8m in 2016 (2015:
$1,015.2m), 14% up on the previous year.
This business was buoyed by the relatively
attractive premium rates for small scale
risks that our mature US operations are
now well equipped to handle. We have
been building a strong platform in the

US for more than a decade now and it

has served us well.

For a specialist insurer such as Beazley, one
important measure of vitality is the flow of
new product ideas and a commitment to
invest in them - an area in which Beazley
continues to excel. Another is a willingness
to partner with other insurers or reinsurers
to exploit attractive growth opportunities
that might not be accessible to a single
company. The partnership we forged in
2016 with Munich Re to underwrite large
scale cyber risks is an example of the latter.

www.beazley.com



The cyber market continues to grow and
evolve rapidly, but in other areas patience
can be a virtue. Beazley celebrated

10 year anniversaries in Paris and in
Singapore in 2016, hard on the heels

of our tenth anniversary as a local insurer
in the United States. In each market,

we have grown largely or exclusively
organically, making only small scale
acquisitions, if any. This is not the fastest
way to grow, but in insurance it can prove
a surer route to profitable growth.

An important focus for the Beazley board
has always been to scrutinise the key
diversification elements in the company’s
risk portfolio. Beazley’s success over
time has depended heavily on being

able to flex the portfolio to capitalise

on profitable growth opportunities in

one geography or line of business

while keeping our powder dry in another.
In addition, the duration of risks matters:
in recent years we have seen short tail
catastrophe exposed business shed
margin far faster than the medium tail
casualty business that is the focus of our
specialty lines division. In all these areas -
product, geography and duration -

the board continuously challenges the
company’s strategy and the assumptions
that underpin it.

In this work we have benefited greatly
from the diverse experience and skillset
of board members, including Vincent
Sheridan, who has been a Beazley plc
non-executive director since 2009, and
who resigned from the board and audit
and risk committee at the end of the year.
He will remain a director of Beazley Re
dac, the group’s Irish subsidiary. | am
very grateful to Vincent for his valued
contribution to the board during his seven
year tenure.

www.beazley.com

We were delighted to welcome three new
board members during the course of the
year, each of whom brings experience
relevant to particular opportunities and
challenges the company faces.

John Sauerland joined us in May as a
non-executive director and member of
the remuneration committee. Based in
Ohio, John is currently the chief financial
officer of Progressive Insurance, having
served in a number of roles across that
organisation since 1991. As the US
continues to be a strategic focus for

the group, John’s experience and skills
will prove very valuable to us.

Further reinforcing the board’s US
experience, particularly in the broking
arena, we welcomed Christine LaSala

as a non-executive director and a
member of the audit and risk committee
in July. Based in New York, Christine
recently retired as chair of Willis Towers
Watson North America after a long and
distinguished career in insurance broking
that included leadership roles at Johnson
& Higgins and Marsh.

Finally in August, the board appointed
Bob Stuchbery as a non-executive
director and member of the audit and
risk committee. Bob had previously been
appointed as a hon-executive director

to the board of Beazley Furlonge Ltd, the
group’s Lloyd’s managing agency, where
he chairs the risk committee. He brings
extensive Lloyd’s experience, having been
CEO of Chaucer until 2015 and his deep
knowledge of the Lloyd’s market and
distribution and operational strategies
will be an asset to the board.

Dividend policy and

capital requirements

Our capital management strategy is to
carry some surplus capital to enable us
to take advantage of growth opportunities
that may arise; this is further supported
by our fully undrawn banking facility. We
continue to manage our capital actively,
and to the extent that we have surplus
capital outside of this range the board
will consider means to return this capital
to shareholders, as demonstrated once
more through the announcement of

a special dividend for 2016.

Outlook

Profitable growth proved a challenge for
many insurers in 2016 and we do not
expect it to be any easier to achieve in
the coming year. For Beazley, however,
there remain significant opportunities
to grow in the US and, on a smaller scale,
in other markets outside London.
Demand for our specialist products,
particularly among small and mid sized
businesses, remains strong.

The London market faces a more
challenging near term future. The influx
of capital into this market in recent years,
and the resulting rating pressure, has
contributed to tighter margins across
many lines of business. If the relatively
benign claims environment we have grown
used to in recent years were to deteriorate,
the consequences of writing risk at these
rates would become even clearer.

That is not Beazley’s approach. Our vision
is to become, and be recognised as, the
highest performing specialist insurer.

As long as we continue to generate good
ideas to help clients address their most
pressing risks while attracting skilled
underwriters who can price their products
sustainably, we will continue to make
progress towards achieving our vision.

Dennis Holt
Chairman

2 February 2017
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combined ratio.

Chief executive’s st

Our balanced portfolio was a key factor
in achieving both growth and a strong

Andrew Horton
Chaef executive

Beazley prospered in 2016,
generating a profit before income
tax of $293.2m (2015: $284.0m)
on gross premiums that rose by
6% to $2,195.6m (2015: $2,080.9m).
At 89% our combined ratio was
in line with our performance

in recent years, despite more
challenging underwriting
conditions for many lines

of business and rate declines

that averaged 2% across

our portfolio.

Our strong broker relationships and
established position in a diverse range

of business lines and geographies

enable us to pivot toward more profitable
opportunities as margins come under
pressure in certain areas. The pattern

we have seen in recent years continued

in 2016: large risk, catastrophe exposed
business, which we mainly underwrite
out of London, saw further rate declines,
whereas rates for smaller liability business
held firm. Our locally underwritten US
business - mainly comprising small
professional liability, management liability
and cyber risks - accordingly grew
strongly, by 20% to $695.7m.

Prior year reserve releases amounted
to $180.7m (2015: $176.3m).

At year end we had 495 full time
employees in the US, including 138
underwriters, representing five of our
six divisions (the exception being marine).
We have good geographic coverage
through 11 offices, including six ‘hub
offices’ - New York, Chicago, San
Francisco, Los Angeles, Atlanta and
Dallas - where multiple underwriting
teams are located. In major product
markets, such as non-standard
commercial property risks underwritten
on a surplus lines basis or environmental
liability business, we have ample room
to grow. Our specialty lines underwriters
have successfully targeted major growth
industries such as technology and
healthcare, offering clients - and the
brokers who serve them - customised
and often highly innovative insurance
products. (Our growth strategy for
specialty lines business is described

in more detail on pages 8 to 11).

Beazley has underwritten US business
since the company’s early years, when
Andrew Beazley and Nick Furlonge built
a strong reputation for the company

as a market for large scale professional
indemnity risks for US lawyers and for
architects and engineers. We continued
to build on these very strong foundations
in the US during 2016 by opening or
expanding offices in Houston, Miami and
Atlanta. We also took important steps to

increase our presence in other geographies.

In both Singapore and Paris we continued
to hire experienced, locally knowledgeable
underwriters, and in London in July

we announced plans to expand our
international (non-US) specialty lines
business through the arrival of a team
headed by Gerard Bloom.

Europe will be a major focus for the
specialty lines international team,

with business underwritten both at the
Beazley box at Lloyd’s and through local
offices. The team, which is expected to
grow in the months ahead, will also be
targeting new business opportunities

in Asia Pacific and Latin America.

We see London continuing to play a key role
in the provision of tailored cover for large
and complex risks, including in Europe,
notwithstanding uncertainty caused by
Britain’s referendum decision to exit the
European Union (EU) in June. We strongly
support the negotiating position of Lloyd’s,
which has been seeking to ensure that
passporting rights for UK-based insurers
to transact business throughout Europe
will survive Britain’s exit from the union.
However, we have also been pursuing plans
to establish an insurance company within
the EU. In November we filed an application
with the Central Bank of Ireland to convert
Beazley Re dac, our long established Irish
reinsurance vehicle, to a direct insurance
company for this purpose.
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Although we expect London to remain the
preeminent wholesale and reinsurance
market for large risks, the profitability of
this business will remain highly sensitive
to the incidence of catastrophe claims,
dipping when claims hit the market but
rebounding thereafter. Since 2011, we
have seen an unusually calm period in
this regard. This has been accompanied
by a major influx of capital, much of it
from US pension funds, that has not
historically been heavily deployed to
support insurance and reinsurance
business. The combined effect of these
developments has been to drive rates
down very significantly for many of the
lines of business in which Beazley’s
London underwriters specialise. In 2016,
we saw reinsurance rates fall by 4%, while
large commercial property rates declined
by 6% and energy rates by 13%.

In a low claims environment, the strong
temptation for insurers is to chase
premium rates down in the hope that
profits can still be extracted from
underpriced business. This bet may
have paid off in 2016 (although an uptick
in claims in the second half of the year
dented the profitability of some insurers)
but we do not see it as a sustainable
approach. We have preferred instead

to walk away from underpriced business.
In this way, we have seen our energy
account, written within our marine
division, shrink by 65% from its peak of
$125.2m in 2012 to $44.3m last year,
while our reinsurance business also
contracted - albeit to a smaller degree

- down 4% from $221.6m in 2013 to
$213.4m last year.

Claims activity

As noted, claims continued to be
subdued by historic standards in 2016.
The insurance market experienced

what may be regarded as a near miss

in early October when Hurricane Matthew
progressed up the eastern seaboard as
a category three storm but only made
landfall, in South Carolina, as a category
one storm with 75 mph winds. Earlier

in its course, Matthew had been a highly
destructive hurricane, causing massive
loss of life in Haiti, the poorest country
in the western hemisphere. Estimated
insured market losses from Matthew
currently stand at between $2.5bn and
$8.0bn and we do not expect claims for
Beazley to be material.

Investment performance

Our investment portfolio as a whole
returned $93.1m, or 2.0% in 2016
(2015: $57.6m, 1.3%). This is an
excellent result when considered against
a background of low and volatile yields,
particularly in the final months of the
year. Our move to insource more decision
taking to our CIO, Stuart Simpson, and
his team is working well. Following the
outcome of the US Presidential election
in November, the team took action to
reduce the duration risk of our fixed
income investments and this helped
protect our return as yields subsequently
rose. Earlier in the year we added to our
corporate debt investments, improving
the yield of our portfolio whilst accepting
a modest increase in credit risk. This
change has improved our return in 2016.
Our capital growth investments have also
made a good contribution, with all asset
classes recording positive returns: our
illiquid credit investments, in particular,
performed strongly in this period. More
details of our investment strategy are
shown on page 42.

Risk management

As we help our clients manage and
mitigate their risks, we are also mindful of
the risks that have the potential to imperil
Beazley’s profitability or reputation. Our
risk management team, led by our chief
risk officer Andrew Pryde, helped us
refine or develop prudent approaches

to a number of such risks in 2016.

Prior to the referendum on Britain’s
participation in the EU, the team
conducted a detailed analysis of the
potential consequences flowing from

a ‘no’ vote. In broad terms, we consider
that Beazley’s business is less at risk

in the event of the now much-discussed
‘hard Brexit’ scenario than that of many of
our competitors, due largely to our strong
focus on the US market. However we are
not immune to exchange rate and asset
risk volatility as negotiations proceed.

In the cyber arena, we continue

to monitor aggregation risk closely
through the analysis of realistic disaster
scenarios, with new scenarios being
developed for this fast moving area.

The risk management team is also
working closely with Beazley’s finance
team to ensure that capital is available
to support the growth opportunities that
we see opening up for our specialty lines
division in the international market.

ZEl Find out more pages 52 to 57
pag
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Chief executive’s statement continued

Growth through partnerships
Another route to profitable growth which
we began to explore more fully in 2016
was the establishment of partnerships
with other insurers that have strong
distribution capabilities and a powerful
brand in markets that are attractive to
us. Our first major initiative in this regard
began in 2015, when we launched a
partnership with Korean Re to provide
that company with access to the Lloyd’s
market while expanding our distribution
capabilities in South Korea and other
Asian markets.

Many of the new partnerships we have
negotiated in 2016 further the growth
aspirations of our cyber underwriters.

In April we announced a partnership
with the Corporate Insurance Partner
unit of Munich Re to offer tailored cyber
protection to the world’s largest companies.
In September we launched an initiative
with GNP Seguros, one of the largest
insurers in Mexico, to offer data breach
insurance to that company’s clients.
Also through similar ventures in the

US we continue to broaden the reach
of our market-leading data breach
product, Beazley Breach Response.

We see partnerships of this kind playing
an increasing role in helping us harness
growth opportunities around the world.
For many years now, we have offered
other insurers the opportunity to embed
Beazley specialty lines products in their
own product ranges through reinsurance
provided by our specialty treaty team.
Late last year, we broadened this initiative,
under the name Beazley Product Solutions,
to make any Beazley product available to
other insurers in this manner.
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Investing in our business

In building the talent base of our company
for the future, we aim to look beyond
underwriting cycles. Recent market
conditions have not favoured all of our
competitors and, as a result, some have
merged while others have withdrawn from
business lines that remain attractive to
us. Underwriters with entrepreneurial
ambitions in our target markets have
meanwhile found Beazley an attractive,
and welcoming, employer. We hired

63 underwriters across our six divisions
in 2016, a record number.

Many of our hires have been individuals,
but we have also acquired a number

of teams with a strong track record

of success in their markets. In March,

in London, we welcomed a team focusing
on small and mid sized (SME) medical
malpractice business outside the US,

a field in which the team has built a
strong reputation.

Two months later, in May, we announced
the acquisition of the Leviathan facility,
a London-based managing general
agency with two decades of experience
underwriting subsea risks, including
remotely operated vehicles, seismic
streamers for surveying the sea-bed,
submarines and diving equipment.

Our preference at Beazley is for organic
growth, supplemented by small scale
bolt-on acquisitions that are
complementary to our existing business.
Both the transactions we completed

in 2016 fitted this mould.

Underwriting talent is clearly critical to
the success of a specialist insurer such
as Beazley that aspires to be an innovator
and must therefore be able to price risks
that often lack a long-established claims
history. However, many other skills are
also critical to our success and we
continued in 2016 to invest heavily in
the diverse talent we will need to grow
profitably in the years ahead. This
included the Beazley board, to which,

as the chairman describes in his letter
on page 71, we welcomed three new
non-executive directors with extensive
US and London market experience -
John Sauerland, Christine LaSala and
Bob Stuchbery - during the course

of the year.

Talented individuals are a necessary

but not sufficient condition for success

in our markets and we continued to invest
in 2016 in technologies that improve our
efficiency and make it easier for brokers
to do business with us. This is particularly
important in the market for small and mid
sized risks, where we see increasing
demand for our specialist products, both
in the US and Europe. Brokers can afford
to spend very little time on individual risks
that generate modest brokerage and our
priority is to work closely with them to
offer beautifully designed products that
meet their clients’ needs and are easy

to understand and to explain.

20%

Growth of locally underwritten US premiums
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As a leading participant in the London
market, we at Beazley are also aware
that gains in efficiency and improved
ease of doing business can often only

be achieved by the market working in
concert. That is why we have been strong
supporters of the London market’s target
operating model, designed to deliver
more efficient processing supported by
electronic data capture of all stages of
the journey taken by a piece of business,
from placement, through claims, to
renewal. This large and complex initiative
made encouraging progress in 2016.

Service

High quality service to brokers and
clients has always been an important
differentiator for Beazley and is something
we monitor closely. We intensified these
efforts in 2016 with a large scale survey,
to which nearly 2,800 individual brokers
around the world responded.

We were pleased to receive, overall,
very high ratings from brokers for

the responsiveness and expertise

of our underwriting and claims teams.
Willingness to recommend Beazley,
for both underwriting and claims,

was also very high.

Can we do better? | have no doubt that
we can. One area we are investigating is
the scope to simplify our policy wordings,
particularly for small scale business
where the recipient of the policy is not
an insurance professional well versed

in industry jargon.

Beautifully designed insurance
This desire to further improve our service
was key to another new initiative in 2016.
Our market-leading cyber products
exemplify our focus on carefully designed
products and services that are tailored to
meet our clients’ most pressing needs.
We have sought to promote this focus
through the launch of our new tagline:
Beautifully designed insurance. And in an
industry that sometimes obscures its true
value through its use of impenetrable
jargon and over-lengthy policy wordings,
we are exploring ways to make our
products more accessible.

www.beazley.com

Outlook

I noted in last year’s report that the returns
on equity we had seen in previous years
would prove unsustainable if market
conditions continued to deteriorate.
That deterioration has occurred but,
thanks to the composition of our risk
portfolio and strong investment returns,
we have been able to offset declining
rates in some areas with continued
profitable growth in others.

At the risk of being accused of crying wolf,
| will once again predict margin declines
when (and it is a matter of when, not if)
claims return to more normal levels.

The consolation for Beazley is that

the underwriting discipline we have
maintained for short tail, catastrophe
exposed business should cushion the
impact of major claims when they occur.

It is easy to talk about our business,

and in particular the operation of

the insurance cycle, in a somewhat
mechanistic, impersonal way. However,
Beazley’s success derives from the
energies of 1,144 dedicated and skilled
employees, building on sound principles
that have served the company well over
three decades, as well as constantly
seeking new ways to better address
clients’ needs. ‘Beautiful’ and ‘insurance’
are not words that are often used in the
same sentence. We believe they can and
should be.

Andrew Horton
Chuef executive

2 February 2017
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Q&A with the

chief executive

Andrew Horton reviews Beazley’s
performance and describes the risks
and opportunities he foresees in 2017.

Q Has the change in domicile

implemented in April 2016
delivered the expected benefits?
Wasn’t it a mistake to have
moved to the UK just before
the Brexit vote?

Our return to the UK has delivered
exactly the benefits we anticipated
and we would have made the same
decision, regardless of Brexit. In
practical terms it would, we believed,
be easier to manage the group from
London, where the bulk of our
business continues to be transacted.
That has proved the case. However
we kept our internal reinsurance
company, Beazley Re dac, in Dublin
with the intention of using this as a
vehicle to develop further European
business, subject to regulatory
approval from the Central Bank

of Ireland (CBI). Our application

to convert Beazley Re dac from a
reinsurance company to an insurance
company was submitted to the CBI last
November and now we will be working
with them to answer any questions
they have, with the aim of obtaining
approval in the first half of this year.

Q) How important is the direction

of the US economy to Beazley’s
business?

A Very important - 65% of our premiums

derive from US risks. We see attractive
growth opportunities in other parts

of the world and will continue to
develop them, but the US market

will continue to be key for many

of our London underwriters as

well as our US underwriters.

The direction of the US economy in
2016 was positive for our business -
our locally underwritten business grew
by 20% last year. We expect this to
continue into 2017. As insurers we
tend to favour a ‘Goldilocks’ economy
with moderate growth, of the kind we
have recently seen.

Rising interest rates, which the Federal
Reserve has signalled for 2017, have

a short term negative impact on our
investment returns as our bonds are
marked to market, but longer term

the impact is clearly positive.

Q Specialty lines has been growing

as a proportion of your overall
business. Why is that and do
you see limits to that growth?

A Demand for the professional

indemnity and management liability
lines of business that we class as
specialty lines has been growing
steadily, particularly among smaller
companies. Demand has been
growing even faster for data breach
and other cyber insurance protections,
which is another area of focus for the
specialty lines division.

The drivers of increasing demand are
varied. We see no evidence that the
US is becoming a less litigious society,
while regulatory risk is growing.

In some other markets, such as the
UK, people are also becoming more
litigious. As explained on pages 8

to 11 we have been quite successful
in developing business in those

Andrew Horton
xecutive

sectors of the US economy, including
healthcare and technology, that have
been growing fastest. We expect this
growth to continue.

We look frequently at the headroom
we have to continue growing in our
target markets. The good news for
our specialty lines underwriters is that
they have plenty of headroom to grow
further. To take just one example,

we wrote $36m more environmental
business in 2016 than in the previous
year, but the team’s total premium was
still only $61m. There’s a great deal
more profitable business to play for.

Q You formed a partnership with

Munich Re to write large cyber
business in 2016. How important
do you think partnering with
other insurers and reinsurers
will be to Beazley in the future?

We see partnerships of this kind playing
an important role in Beazley’s future.
Our first one was forged with Korean Re
in 2015 and we are pleased with the
results to date. We have sent, so far,
three of our underwriters to spend
time with Korean Re in Seoul and gain
insights into that market, the seventh
largest for non life insurance in Asia.
We see many of our specialist
products holding appeal for Korean
buyers, but the reality is that it is not

a market we know well and broker
penetration is not deep. A partnership
with the country’s biggest reinsurer
brings us relationships and local
credibility that it would take decades
for us to develop on our own.

Beazley Annual report 2016
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The relationship with Munich Re is of
longer duration - they have reinsured
Beazley, and supported our growth,
over many years. However, we think
we have a unique opportunity in the
cyber space to combine Munich Re’s
emerging risks expertise (particularly
in the manufacturing sector) with our

data breach experience. We are working

with the Corporate Insurance Partner
unit of Munich Re, which was
established for just this type

of venture, and we are writing risks
together on a coinsurance, rather
than a reinsurance, basis.

We are very open to developing other,
similar opportunities, either with

existing partners or with new partners.

In 2017 we launched a new business
unit within specialty lines, Beazley
Product Solutions, to identify and
develop such opportunities.

Q) Beazley has seen far more
growth in small and mid sized
business in recent years,
particularly in the US, than
in large risks. Do you see this
continuing and what are you
doing to increase Beazley’s
appeal to small businesses?

A Large risk business has always tended
to be more volatile than small risk
business. Part of our rationale in
establishing a local presence in the
US was to win a larger share of small

risk business to balance our large risk

portfolio and help us ride out periods
of competition for large risks. That
strategy has worked well for us

in recent years.

We are taking a number of steps to
build on our existing attractions for
small business clients. Many of these
clients like to buy insurance on a
package basis, with multiple lines
written together, and we will be
expanding our ability to offer package
policies in Europe and the US.
However our goal in doing this is

clear - we think our specialist
products, such as our data breach
cover, can help differentiate our
package policies. We are not keen

to write more commoditised

business for its own sake.

www.beazley.com

Distribution is critical at this end

of the market and we will also be
expanding our ability to write risks
through managing general agencies
(known at Lloyd’s as coverholders)
which can write business on a
delegated authority basis, within strict
underwriting guidelines. The small
business unit within our property
division has pursued such a strategy
very successfully for many years.

Q What progress has been made

this year in enhancing the
efficiency of the London market
through the Target Operating
Model initiative? How optimistic
are you about London’s future?

The idea behind the London Target
Operating Model is to have more
efficient processing supported by
electronic data capture for all stages
of the journey taken by a piece of
business, from placement, through
claims, to renewal. This year saw the
launch of a key part of the model,
Placing Platform Limited or PPL,
which brokers are now using to
submit risks to London market
insurers electronically and enable
risk data to flow through into their
systems. Fifteen brokers and 68
insurers, including Beazley, are now
using the platform. Since the system
went live, more than 1,000 risks have
been placed electronically, reflecting
the value of the initiative and the
strong collaborative relationships that
underpin it.

Q You have talked about increasing

pressure on margins for a
number of years but Beazley has
continued to produce combined
ratios of 90% or better. When
will this change?

The margin pressures in our industry
have definitely increased and this has
contributed to the recent consolidation
we have seen among competitors and
their withdrawal from lines of business
where they no longer feel they can
make money. At Beazley we have
enjoyed a greater degree of flexibility
than some others because of the
diversity of our book, which enables
us to be quite nimble in focusing on
profitable opportunities. This is not
an accident - it reflects well on both
our strategy and the skills of our
underwriters. However if rates
continue to erode for large parts of
our overall book, we cannot maintain
current margins indefinitely. The other
part of the equation is of course
claims experience, which continued
to be relatively benign in most of our
lines in 2016: a return to more normal
levels would also depress margins.
We will, once again, do our utmost

in 2017 to maintain underwriting
margins but it will, once again,

be harder to succeed.

Q Rate pressure in the marine

and energy markets has been
particularly intense in recent

years. Do you see signs of this
abating?

Not in the near term. The Lloyd’s
market is a bellwether for both these
lines of business and we have not seen
capacity withdrawn by syndicates that,
in most cases, have experienced higher
loss ratios than we have. There is
some evidence that global trade is
picking up, which should have positive
effects for the marine market, but we
are not expecting that to give our
marine business a lift in 2017. As we
explain on page 4, Clive Washbourn
and his team have taken steps in recent
years to diversify the marine division’s
book: marine hull and energy risks
together accounted for approximately
70% of the account in 2009; they now
account for less than 45%. This has
reduced the margin erosion we have
suffered but not eliminated it altogether.
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Chief underwriting
officer’s report

Balanced portfolio delivers
a strong underwriting result.

eil Maidment
Chaef underwniting officer

We are pleased to have achieved
another strong underwriting
result in 2016, delivering a
combined ratio of 89% (2015: 87%)
despite the competitive pressures
experienced in recent years
continuing in 2016. Our
underwriting result again
benefited from a relatively
benign claims environment,
while we were also able to

grow our gross premiums
written by 6% to $2,195.6m
(2015: $2,080.9m).

Rating environment

Premium rates on renewal business across
our portfolio as a whole fell by an average
of 2% during 2016 (2015: a decrease of
2%). Specialty lines, our largest division,
saw rates increase by 1% year on year.

In all other divisions, rating pressure saw

a decrease in rates charged on renewal
business compared to 2015, with rates
dropping by 2% in life, accident and health,
7% in marine, 6% in political risks &
contingency, 4% in property and 4%

in reinsurance.

Premium retention rates

Retention of business from existing
brokers and clients continues to be a key
feature of Beazley’s strategy. It enables
us to develop a deeper understanding of
our clients’ businesses and requirements,
affording greater insight into the risks
involved in each policy we write and
enabling us to price risk sustainably.
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The table below shows our retention
rates by division compared to 2015.

Retention rates* 2016 2015
Life, accident & health 79% 92%
arine 87% 84%
Political risks &
contingency 80% 2%
Property 81% 78%
Reinsurance 85% 85%
Specialty lines 84% 84%
Overall 83% 83%

1 Based on premiums due for renewal in each
calendar year.

We would generally expect some level
of volatility at individual division level;
however we are pleased that our overall
premium retention rate remains broadly
in line with our five year average.

Divisional commentary

Specialty lines wrote gross premiums of
$1,159.8m in 2016 (2015: $1,015.2m),
representing an increase of 14% over the
prior year. As in recent years, much of
our growth has been achieved through
our underwriters located in the US and
by focusing on small and mid-sized risks
across many of our product lines such
as cyber, healthcare, environmental

and professional liability.

We continue to see strong demand for our
cyber products and in April, we were happy
to start to offer large scale cyber risk
solutions in partnership with Munich Re.

We also focused on expanding our cyber
offerings outside the US and we see good
growth potential in other markets,
particularly in Europe. Our healthcare team
was another which performed well during
2016 and in March, we were delighted

to welcome a new team focusing on small
and mid-sized medical malpractice
business outside the US. Looking forward,
we are also excited by our plans for our
non-US specialty lines offerings to include
financial institution insurance, focusing
initially on mainland Europe.

Our life, accident and health division
recorded a loss of $3.9m in 2016 (2015:
profit of $0.4m) driven by losses in our
Australian business and a relatively high
cost base in the US as we continue to
work towards growing our business
across the country. We have taken
positive steps in 2016 to continue

to re-shape our portfolio, particularly

in Australia where one of our larger
superannuation policies was not renewed,
while increasing our focus on smaller scale
personal accident risks. In the US, we

are working to optimise our sales and
distribution capabilities so that we can
take better advantage of the demand for
our products and grow across the country.

Our property division delivered another
profitable underwriting result in 2016,
achieving a combined ratio of 87%
(2015: 84%) on gross premiums written
of $329.7m (2015: $353.1m). Market
conditions continue to be challenging,
particularly in respect of large risks,
with rates on renewal business falling
by 4% year on year for the division as

a whole (2015: reduction of 4%).

www.beazley.com



Against the backdrop of this difficult
trading environment, we are adapting

our underwriting strategy to focus on
segmenting our portfolio and giving
increasing focus to small and mid-sized
risks. We executed this strategy in 2016
by achieving growth in our high value
homeowner portfolio in the US, and our
fine arts and specie business in London.
Our diverse portfolio helps us to offset
some of the more competitive conditions
we see in the large risk arena, particularly
in the open market book written in London.

The market conditions experienced by our
underwriters in our reinsurance division
were predominantly the same as those
faced by our property team. While rates
fell by 4% year on year, the team was aided
by lower than average catastrophe activity
and achieved a combined ratio of 65%
(2015: 57%). We have seen indications
that the severe rate decreases experienced
since 2013 may be levelling out, however
the trading environment is likely to remain
difficult throughout 2017 due to the high
level of capital having entered the market,
attracted by the returns generated in the
reinsurance sector in recent years.

Our marine division experienced similarly
challenging market conditions as rating
pressure, particularly in the more traditional
marine classes such as energy and war,
drove a drop in gross premiums written
of 8% to $247.4m (2015: $269.3m).

We are seeing some macro-economic
drivers of lower demand and rates such
as the relatively low price of oil, as well
as geopolitical drivers such as reductions
in the areas of the world’s seas which

are designated as war areas. Despite
these challenges, we demonstrated our
commitment to profitable underwriting over
premium growth by focusing on writing risks
which we felt were appropriately priced.
Our strong performance in this area is
best exemplified by our combined ratio

of 90%, which although higher than 2015
represents a strong return in a highly
competitive market environment.

www.beazley.com

Cumulative renewal rate changes since 2008 (%)
Rate change
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Underwriting year
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® Marine @ Specialty lines
@ Political risks & contingency All divisions
© Property

While profitable growth was difficult to
achieve for our marine team as a whole in
2016, we are working hard to ensure that
we are well placed to grow in the future
when the opportunity is right. We have
expanded some of our smaller teams while
pulling back in some of the larger risk areas
where competition appears to be greatest,
and we were also delighted to purchase
Leviathan, a long-standing Lloyd’s
coverholder focusing on subsea risks.

In 2016, our political risks and
contingency division delivered another
pleasing result, delivering a combined
ratio of 75% (2015: 76%). The division
saw contrasting levels of competition
throughout its book both in terms of
products and, as we continue to expand
our global offerings, location. While our
terrorism book experienced significant
rating pressure, other parts of the
portfolio such as contingency were
able to maintain relatively stable pricing.
Our underwriting approach in such
circumstances includes constantly
challenging ourselves that the
composition and split of our overall
portfolio is appropriate and ensuring
that considerable time is spent on

risk selection.

Outlook

The insurance market continues to be
impacted by an oversupply of capital.
This oversupply, particularly in short tail
lines of business such as marine and
reinsurance, has meant that 2016 has
been another year where most trading
divisions within Beazley have found
competitive pressures to be strong.

We anticipate that the trading environment
currently encountered will remain broadly
unchanged throughout 2017.

At Beazley we will continue to prioritise
value creation for our shareholders
and clients through our underwriting.
As we move through 2017, we will
continue to focus on the balanced
underwriting approach which has aided
us in delivering a strong performance
over the past 12 months.

Our diverse portfolio gives us the ability to
exercise discipline in areas where margins
are under the most pressure, while
simultaneously pushing forward in areas
such as specialty lines where we see the
best opportunities for profitable growth.
This emphasis on disciplined underwriting
across a wide range of products and
locations will remain the cornerstone

of our underwriting strategy throughout
the next 12 months and beyond.

Neil Maidment
Chief underwriting officer

2 February 2017
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Performance by division

Profitable growth in a competitive environment.

Christian Tolle
Head of life, accident & health

Combined ratio (%)

Clive Washbourn
Head of marine

Combined ratio (%)

100

80

2016 2015 2016 2015 2016 2015
@ Claimsratio @ Expense ratio @ Claims ratio @ Expense ratio @ Claims ratio @ Expense ratio
2016 2015 2016 2015 2016 2015
$m $m $m $m $m $m
Gross premiums written  126.6  119.8 Gross premiums written  247.4  269.3 Gross premiums written  118.7 123.6
Net premiums written 118.0 106.6 Net premiums written 220.7 239.5 Net premiums written 976 105.0
Results from Results from Results from
operating activities (3.9) 0.4 operating activities 34.5 66.9 operating activities &5 29.0
Claims ratio 59% 58% Claims ratio 44% 38% Claims ratio 29% 29%
Expense ratio 45% 45% Expense ratio 46% 39% Expense ratio 46% 47%
Combined ratio 104%  103% Combined ratio 90% 7% Combined ratio 75% 76%
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Adrian Cox

Head of specialty lines

2016 2015 2016 2015 2016 2015

@ Claimsratio @ Expense ratio @ Claimsratio @ Expense ratio @ Claimsratio @ Expense ratio

2016 2015 2016 2015 2016 2015

$m $m $m $m $m $m

Gross premiums written  329.7 353.1 Gross premiums written  213.4  199.9 Gross premiums written 1,159.8 1,015.2
Net premiums written 2771 304.8 Net premiums written 141.2 132.0 Net premiums written 999.4 825.2
Results from Results from Results from
operating activities 55 59.7 operating activities 60.9 66.3 operating activities 133.9 77.0
Claims ratio 40% 39% Claims ratio 29% 22% Claims ratio 56% 60%
Expense ratio 47% 45% Expense ratio 36% 35% Expense ratio 37% 36%
Combined ratio 87% 84% Combined ratio 65% 57% Combined ratio 93% 96%
Rate change (4%) (4%) Rate change (4%) (7%) Rate change 1% 2%
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Life, accident & health

Progress made in 2016 by re-balancing
our portfolio.

Portfolio mix

@ PAdirect 55%
® PAreinsurance 22%
© Life direct 17%

Sports 4%
@ Life reinsurance 2%
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The life, accident & health
division made good progress

in strengthening key distribution
channels in 2016 despite
recording a combined ratio of
104% (2015: 103%) on premiums
of $126.6m (2015: $119.8m).

The operating loss of $3.9m

was driven by losses in our
Auwustralian business in the current
year, and a high cost base in the
US as we continue our efforts

to grow our business stateside.

Approximately two thirds of the division’s
premiums were generated by our London
underwriters, who write a broad mix of
personal accident business (on both a
direct and reinsurance basis); personal
accident for sports teams; and life business
(also both direct and as reinsurance).

More than 60 Lloyd’s syndicates have the
capability to underwrite personal accident
business. This is positive in that it makes
the Lloyd’s market a significant player

in this market, particularly for niche
forms of cover that other insurers lack
the experience to underwrite. However,

it can be challenging when, as now, there
is a significant amount of competition for
high quality business. We saw rates on
our London market business fall by an
average of 2% in the course of 2016
(2015: fell by 1%).

www.beazley.com

In Australia our business has undergone
material changes in the past two years,
moving away from a heavy dependence
on major superannuation fund accounts.
(Australian superannuation funds are
government supported retirement funds
that also offer disability insurance). With
the loss of one such major account and
a strong push into smaller scale group
personal accident business, we now have
a far more diverse and balanced book.

Our business in Australia, as around

the world, relies heavily on strong broker
and coverholder relationships. We were
therefore delighted in September to
learn that a large scale survey conducted
among nearly 3,000 Beazley brokers
around the world recorded particularly
high satisfaction and ‘willingness to
recommend’ scores for our underwriters
and claims staff in Australia. This is

a tribute to the excellent work that

Suzie White and her team have put

into broadening and strengthening

our broker relationships in the region.

In the United States, the drivers of
demand for the gap protection products
that we offer remain strong. These
products help employees supplement the
cover they obtain under high deductible
healthcare benefit plans. With medical
inflation continuing to run at high levels,
the costs to employers of providing more
comprehensive benefit plans will continue
to climb, increasing the attractiveness

of our products.

Dan Jones, Beazley’s head of broker
relations, has been working closely with
the US accident and health team in recent
months to strengthen the team’s sales
capabilities and open up new distribution
channels, efforts we expect to bear fruit

in 2017. There are now some uncertainties
in the US market over the future of
President Obama’s healthcare reforms
under the new administration, but the
pressure on employers to find more

cost effective benefit solutions for

their employees is likely to remain.
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Marine

Underwriting discipline key to delivering
strong combined ratio.

Portfolio mix

Hull & miscellaneous 26%
Liability 19%
Energy 18%
Cargo 17%
War 9%
Aviation 8%
Satellite 3%
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Clive Washbourn
Head of marine
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Further steep declines in rates,
particularly for marine and
energy business, took a toll

on the marine division’s results
in 2016, with reserve releases
from previous years also down.
We were nevertheless pleased
to achieve a combined ratio of
90% (2015: 77%) on premiums
of $247.4m (2015: $269.3m).

The division underwrites a mix of marine,
energy, aviation and satellite business,
benefiting from Lloyd’s position as the
leading global market for all these classes
of business. We also underwrite a war
risks account, which in recent years has
primarily focused on piracy risks off the
Horn of Africa. In recent years, we have
significantly outperformed the average
results for the marine market at Lloyd’s.

Underwriting conditions in 2016 continued
to be exceptionally challenging, with

rates falling by 7% for the marine division
and notably 13% for energy and 9% for
aviation business.

www.beazley.com

Our focus in this environment is on
underwriting discipline, as is well illustrated
by the 53% reduction in our energy
premiums since 2014, a market in

which competitive pressures have been
particularly strong. Brokers are well aware
that we will walk away from risks that do
not meet our profitability requirements:
they also know that Beazley is an
adaptable insurer that can commit swiftly
to new and unusual risks that fall within
our appetite. Speed is also of the essence
in claims service and we strive to deliver
the most responsive service in the market.

One specialist field in which we have
played a role in recent years has been the
insurance of subsea equipment such as
remotely operated vehicles and seismic
streamers for surveying the sea-bed.
We have for many years supported
Leviathan, a managing general agency
that has specialised in these risks for
more than two decades. In May we were
delighted to announce the acquisition of
Leviathan and to welcome its seasoned
underwriting team, led by Simon Edwards
and Keith Broughton, to Beazley.

Our profile in the marine liability market
has grown significantly since Phil Sandle
joined us in 2013. The team, which
provides a wide range of covers for
shipowners, port authorities, freight
forwarders, maritime industry financiers
and others, had a banner year, growing
premiums by 47% to $48.0m.

Our UK marine team, led by Steve Smyth,
continued its strong performance in
2016. This business was a slow burn

in its early years, as Steve and his team
built strong broker relationships through
our four regional offices around the UK.
In a competitive market environment,
the team has been buoyed by both new
business and high retention rate for
existing accounts and has seen its share
of total division premium rise from 3%

in 2013 to 6% in 2016 with premium
income increasing by 58% to $14.3m

in that period.

Our investments in talent do not march in
lockstep with market conditions - we hire
capable underwriters and claims staff as
the opportunity arises. In addition to the
Leviathan team we were delighted to
welcome Christophe Paulin to our aviation
team in 2016.
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Political risks & contingency

Diverse product mix delivers strong
combined ratio.

Portfolio mix

@ Political 39%
. ® Contingency 31%
. © Terrorism 30%
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The political risks and
contingency division performed
well in 2016 in markets that
continued to be quite competitive
for both political and terrorism
risks. At 75%, the division’s
combined ratio compared
favourably to 2015’ 76%,

despite declining rates in

both these business lines.

Our differentiators in markets that are
awash with capacity are high service
standards, strong broker relationships
forged over a long period, and a
willingness to innovate to offer new
solutions to our clients and, thereby,
incremental revenue streams to our
brokers. All three of these differentiators
stood us in good stead in 2016.

In addition to political risks and terrorism
cover, the division includes one of the
largest and most experienced contingency
teams in the world, with a strong track
record in insuring many of the largest
international sports and entertainment
events. We have leveraged this experience
in recent years to write a steadily
increasing volume of smaller event
cancellation risks for trade shows and
conference organisers among others.

www.beazley.com

Our contingency team, led by Chris
Rackliffe, saw premium decrease in 2016
to $36.2m (2015: $40.5m). The team
write mainly large risks out of London,
and smaller business in the UK through
our myBeazley e-trading platform. In

the US, our contingency business has
been growing strongly, supported by

the release of new products and product
extensions and, in December, the launch
of our myBeazley platform. In July,

the team expanded event cancellation
insurance for the sports, entertainment
and leisure industries to include riots,
civil commotion, strikes, the threat

of a terrorist act and other potential
disruptions to live events.

Rates for terrorism insurance, the
second of our major lines of business,
continued their downward trajectory in
2016, despite ample evidence that the
world is not becoming any safer. We
have seen strong demand for cover in
France, where we lead risks on behalf
of a consortium of Lloyd’s underwriters,
but overall our terrorism book shrank
during the course of the year as rates
fell by 13%.

As with our contingency business,

our global terrorism team has continued
to reinforce Beazley’s reputation for
innovation, offering clients cover for
active shooter events in the US and
‘loss of attraction’ cover for businesses
indirectly impacted by a terrorist event.

Competition for terrorism business

was particularly strong in London during
the course of 2016, while the market
environment was slightly less competitive
in other locations, such as Singapore

and Dubai, where we have begun locating
underwriters in recent years. We relocated
one terrorism underwriter, Andrew Page,
to Singapore in 2016 to access business
we would not normally see in London

and continue the growth of our terrorism
business there.

At 39% of our portfolio, political risks
insurance for perils such as confiscation,
nationalisation and expropriation, and
trade-related credit insurance continues
to be our largest line of business. This
team, under the leadership of Roddy
Barnett, performed well during 2016,
despite rates that fell by 4% on average.
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Property

Increased focus on small and mid-sized risks
counter competitive pressures in large scale market.

Portfolio mix

@® Commercial property 60%
® Small property

4 business 17%

. @ Jewellers

; & homeowners 13%
Engineering 10%

Gross premiums written ($m)
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Beazley’s property division
delivered a strong result in 2016
given market conditions that were
increasingly challenging for many
lines of business, notably for large
scale catastrophe exposed risks
written out of London.

In addition to large scale commercial
property business, the property division,
Beazley’s second largest, underwrites
small and mid sized commercial property
risks; construction and engineering risks;
and homeowners risks in both the UK
and US. Our London underwriters also
specialise in jewellers’ block, fine art and
specie business. The property account
as a whole has become steadily more
diversified in recent years, enhancing the
consistency of our underwriting returns.

In 2016, our UK and US homeowners
business performed particularly well,
with premiums rising 13% to $38m.

In common with all the business we
underwrite in the US, we insure
homeowners on a surplus lines basis,
meaning that we write risks that are

not normally attractive to the standard,
or ‘admitted’, market. Our clients and
brokers in this market value speed of
service, both in underwriting and claims,
and we made major strides in delivering
this in 2016.

Our US commercial property team,
under the leadership of Ron Beauregard,
focuses on mid sized risks with some
catastrophe exposures, performed
creditably during the year, although
competition was strong. Premiums
underwritten by the team were in line
with the previous year at $75.5m.

www.beazley.com

This year, we will be extending our large risk
property underwriting capabilities to the US,
with a view to accessing business that we
do not currently see in London. London will
continue to be the main focus for our large
risk property business and Simon Jackson,
who leads our open market property team
in London, will continue to be globally
responsible for our large risk business.

In 2016, market conditions for this business
continued to deteriorate, with rates on
renewal business falling 6%.

Hurricane Matthew, which grazed the
eastern seaboard of the US in October,

did not rank as a market changing event

in terms of the rating environment for

any of our teams. It did however affect

a number of our clients, both businesses
and homeowners, in the south eastern US
and we were pleased to be able to support
them through the storm’s aftermath.

A key single segment of our portfolio
continues to be our small business unit,
led by Paul Bromley, which underwrote
$99.3m in 2016 (2015: $123.7m).

We see greater residual profitability in this
business - much of it sourced from Lloyd’s
coverholders with whom we have strong
long term relationships - than in our large
risk business. Beazley has a strategic
initiative to enhance our attractiveness to
small commercial clients and their brokers
and we expect the small business unit to
be a major beneficiary of this.

Our global construction and engineering
team, led by Colin Rose, had a mixed year.
Our large risk business, much of which
we underwrite through the Construction
Consortium at Lloyd’s in London and
Singapore, performed well. Conditions
were more difficult for our builders’ risk
team in the US, which focuses on smaller
scale business. The team expanded its
product range in September, launching
five new products that should enhance
our ability to offer one-stop solutions for
our broker partners and their construction
clients across multiple industries.

In common with most other Beazley
divisions, the property division currently
derives most of its business from the

US and UK. Nevertheless we continued to
take steps in 2016 to tap new geographic
sources of business, including Latin
America and the Asia Pacific region.

In October we hired Santiago Jaramillo as
construction and engineering focus group
leader for Latin America, working out of
our Miami office. We also made good
progress during the course of the year

in developing jewellers’ block and other
business in Brazil - as the insurer of
around half of the jewellers in the UK,

we have deep experience and very
strong credentials in this line.

At the end of the year in London we
welcomed two highly experienced Lloyd’s
underwriters, Mark Bosshard and Scott
Sellick, to expand our fine art and specie
underwriting capabilities. These lines

of business are complementary to our
jewellers’ block business. Specie risks
such as bank vault contents, private art
collections and art dealers’ inventory also
require significant capacity and we will be
offering a maximum line size of $100m

in support of this business.

Looking ahead we see overcapacity
continuing to depress rates for large
scale property business. However with

a portfolio that is increasingly diversified
by geography, client size and type of risk,
we have greater room for manoeuvre in
protecting underwriting margins.
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Reinsurance

Good profitability driven by lower than
expected natural catastrophe losses.

Portfolio mix

@ Property catastrophe 70%

. @ Property risk 17%
© Korean RE 8%
Miscellaneous 4%
@ Casualty clash 1%
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The reinsurance division delivered
another strong underwriting
performance in 2016, achieving a
combined ratio of 65% (2015: 57%)
on premiums marginally higher
than the previous year’s

at $213.4m (2015: $199.9m).

There is little doubt that reinsurance
remains a buyer’s market but it would
appear that the sharp rate declines
we have seen in recent years are now
flattening out. Renewal rates fell 4%

in 2016, but this compared with a rate
decline of 7% in 2015 and 10% in 2014.
We have seen demand for reinsurance
edging up in a number of markets,
including the US, which is the source
of about half the division’s premiums.

Our approach for several years now has
been to continue to support our US cedents
with reliable, flexible cover while steadily
improving access to other markets around
the world through local underwriters.

We now underwrite European business
out of Beazley offices in Munich and Paris
(as well as in London); Asian business out
of Singapore and through Lloyd’s China

in Shanghai; and Latin American business
out of Miami.

www.beazley.com

Claims continued to be broadly subdued
in 2016, despite the most active US
hurricane season that we have seen since
2012. Hurricane Matthew, the largest of
these storms, is now expected to cost the
insurance industry between $2.5bn and
$8bn, but that will not in itself have a
material impact on premium rates. The
impact of Hurricane Matthew on Beazley
was modest.

In terms of the supply of risk bearing
capital, we have recently seen traditional
reinsurers competing very effectively

with the insurance linked securities (ILS)
alternatives that, a few years ago, were
widely expected to encroach far more
deeply into our markets. Part of the
reason for this is that the set-up costs

for many of these vehicles have remained
stubbornly high, exceeding the transaction
costs of reinsurance. At Beazley we have
continued to look for ways to improve

the design of our products, including
reinstatement terms, to address the
challenge posed by both traditional

and non traditional competitors.

We have, however, continued to see hedge
funds, pension funds and other investors
gain access to major reinsurance
programmes through the provision of
collateralised reinsurance - a market
that we have ourselves tapped to help
meet our needs for retrocession cover.

Looking ahead, we see the potential

for a significant increase in demand for
reinsurance cover in developed and less
developed markets around the world if the
administrators of state-backed insurance
programmes seek to transfer some of
their exposures to the private sector, as
some have been considering doing. If this
occurs, the new demand could go a long
way towards absorbing the overcapacity
that now impacts our market.
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Specialty lines

Profitable growth across numerous product lines
and geographies drives improved combined ratio.

Portfolio mix

Technology, media
& business services  27%

Small businesses 20%
Professions 18%
Management liability  17%
Healthcare 11%
Treaty 6%
Crime 1%

Gross premiums written ($m)

Adrian Cox
Head of specialty lines
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$1,159.8m

Gross premiums written

Beazley’s largest division continued

to grow strongly in 2016, writing gross
premiums of $1,159.8m (2015: $1,015.2m).
As in recent years, the main engine of

4 | growth was the US, where Beazley has
had a local presence for over a decade

' and demand for our specialist products
has been strong.

i'r Specialty lines comprises in the main professional
and management liability business, underwritten for
large, mid sized and small companies and professional
services firms around the world. For the most part
our London based underwriters focus on the larger
and more complex risks, such as large hospitals,
law firms and engineering firms, whereas our local
= US underwriters write smaller scale risks.
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In common with other lines of business
underwritten at Beazley, we saw less
competition for small and mid sized
business in 2016 than for large risk
business. Overall, we saw premium rates
rise 1% for the division as a whole during
the year.

In much of the business we underwrite,
claims take some time to crystallise -

in many professional lines, for example,
this can occur six years or more after
the policies were underwritten. We reserve
prudently in the meantime and, after
claims are paid, are frequently able to
make reserve releases. In 2016, these
prior year reserve releases made an
increased contribution to the division’s
profits of $68.5m (2015: $38.7m).

This higher level of reserve release

was possible as we distanced ourselves
from the credit crunch which affected
the years 2008 through to 2011, where
claims frequency appears to be higher
than in the years immediately before
and after this period.

Demand for data breach insurance and
other forms of cyber cover has been
consistently high since we launched our
pioneering data breach product, Beazley
Breach Response (BBR), in 2009. In 2016,
we took a number of steps to capture a
larger share of this fast growing market.
In April, we announced a partnership with
the Corporate Insurance Partner unit of
Munich Re, the world’s largest reinsurer,
to underwrite large scale cyber risks,
offering per risk capacity of up to $1200m.
This initiative has been very well received
by brokers and clients.

During the course of the year we launched
a number of other cyber partnerships with
insurance companies across the world,
from the US to Latin America, mainland
Europe and the Middle East, enabling
policyholders - largely small and mid sized
businesses - to obtain the broad data
breach cover and claims service for

which Beazley is well known. We see
partnerships of this kind as holding

great promise in extending our reach

cost effectively into markets where
Beazley lacks a local presence.

www.beazley.com

The fastest growing cyber insurance
market in the world has hitherto been

the US, driven largely by complex state
and federal regulations governing how
data breaches must be reported to the
affected individuals. In coming years,

we expect other developed economies

to begin to catch up as regulations in
those regions also tighten. In Europe,

the EU General Data Protection Regulation,
due to come into force in 2018, will make
the challenge of managing data breaches
more complex and more costly. We also
launched BBR in Canada during 2016

to tap growing demand in that country.

An important element of our long term
strategy in specialty lines - described

in detail on pages 8 to 11 - is to promote
our products and expertise strongly in
fast growing industries. Technology is one
such industry: our technology, media and
business service team that developed
BBR also underwrites technology errors

& omissions business for many of the
world’s largest software and software
services companies. Healthcare is another:
in 2016, we saw our healthcare liability
business grow by 18% to $126.7m.

We also broadened our architects &
engineers professional liability practice
to include contractors who are taking
in-house an ever growing proportion

of design work that we seek to insure.

Another growth market for us in 2016 was
environmental liability. We have taken full
advantage of dislocations in this market to
hire experienced underwriters and develop
our book, mainly in the US. Our team
underwrote premiums of $61.5m in 2016,
more than double the level of premium
income generated in 2015.

In all of the industries we serve, clients
look to Beazley for well designed products
that address their most pressing risks
and perform as required in the event of

a claim. Many of these products are highly
innovative - for example the regulatory
liability cover we offer to US hospitals to
protect them from billing errors, a major
concern in the highly complex and regulated
US healthcare market. Other products
afford specialist services in the event of

a claim - services that can be far more
valuable than monetary compensation.

Although demand for many of these
products often begins in the US, the
London insurance market remains a
crucible for innovation in our industry
and many of our most innovative
products and services originate with

our London underwriters, working closely
with specialist brokers. For example,
our healthcare team, led by Nat Cross,
has developed over the years a unique
way of working with major hospitals

to incentivise them to invest in patient
safety and quality measures that should
also, over time, reduce claims. Premium
credits paid to hospitals under this
programme now exceed $7m. We believe
that our approach, pioneered with some
of the most respected hospitals in the
US, should also prove valuable to
hospitals in other countries.

London will also be a key focus for the
continuing development of our broader
international business outside the US.

In December we welcomed Gerard Bloom
to lead a new team focusing on the
development of this business, including
non-US financial institutions risks.

We will be writing this business both
from the Beazley box at Lloyd’s and

from local offices around the world.

Beazley began life in 1986 as an insurer
of large, complex risks: major US law firms
and engineering businesses were among
our first clients. However, in recent years,
we have seen the strongest demand

for our products from far smaller firms.

To position ourselves successfully in these
markets, we have invested in technology
designed to make our brokers’ work easier,
mindful of the modest commissions
brokers receive on a per client basis for
small business risks. We continued in
2016 to explore ways in which we can
offer our products through our brokers’
own proprietary channels as well as
through our e-trading platform, myBeazley.
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Financial review
Group performance

Martin Bride

Finance director

Statement of profit or loss

2016 2015 Movement
$m $m %
Gross premiums written 2,195.6 2,080.9 6%
Net premiums written 1,854.0 1,713.1 8%
Net earned premiums 1,768.2 1,698.7 4%
Net investment income 93.1 57.6 62%
Other income 32.7 30.9 6%
Revenue 1,894.0 1,787.2 6%
Net insurance claims 855.6 813.9 5%
Acquisition and administrative expenses 720.3 663.8 9%
Foreign exchange loss 9.5 9.7 (2%)
Expenses 1,585.4 1,487.4 7%
Share of loss of associates (0.2 (0.5) (60%)
Finance costs (15.2) (15.3) (1%)
Profit before tax 293.2 284.0 3%
Income tax expense (42.2) (35.0) 21%
Profit after tax 251.0 249.0 1%
Claims ratio 48% 48%
Expense ratio 41% 39%
Combined ratio 89% 87%
Rate decrease (2%) (2%)
Investment return 2.0% 1.3%
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Life, accident & health 6%
Marine 11%

Political risks 5%
& contingency

Property 15%
Reinsurance 10%
Specialty lines 53%

@® |Insurance 86%

110daa o18reng

. Short tail 42%

@ Europe 14%
® Worldwide 21%
USA 65%

Profit

Profit before tax was broadly unchanged in 2016 at $293.2m (2015: $284.0m). The group achieved a combined ratio in line with
its long term target of 90% but slightly higher than the 87% seen in 2015. Profits on short tail classes were lower than in 2015
reflecting the reduced margins available following several years of price competition in these areas. Overall, reserve releases
were at similar levels to 2015 but with a greater contribution from specialty lines where the prior year releases increased by
77% on 2015. The very strong investment return of 2.0% (2015: 1.3%) compensated for the reduced underwriting contribution.

IOUBUIIAOL)

Premiums
Gross premiums written have increased by 6% in 2016 to $2,195.6m. Rates on renewal business on average decreased
by 2% across the portfolio. We have continued to adjust our underwriting appetite in areas where competition is most intense.

Our portfolio by business division has remained broadly unchanged from 2015. We continue to operate a diversified portfolio
by type of business and geographical location, and have grown our business across three of the six divisions during 2016.

The charts above highlight how we achieve diversification by product mix, geography and type of business.

Reinsurance purchased

Reinsurance is purchased for a number of reasons:

 to mitigate the impact of catastrophes such as hurricanes;

* to enable the group to put down large, lead lines on the risks we underwrite; and
* to manage capital to lower levels.

SJUOWILIS [RIOURUL]

The amount the group spent on reinsurance in 2016 was $341.6m (2015: $367.8m). The reduced purchases in 2016 were driven
by a reduction in our life, accident and health division’s reinsurance purchase as a result of the non renewal of one large inward
risk and a reduction in our specialty lines division due to business mix and amendments to some of our larger quota shares.
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Financial review continued -
Whole account reserve strength within our

Group performance continued target range (%)

Surplus in net held assets

03 04 05 06 07 08 09 10 11 12 13 14 15 16
Financial year

Ciombined ratio

The combined ratio of an insurance company is a measure of its operating performance and represents the ratio of its total

costs (including claims and expenses) to total net earned premium. A combined ratio under 100% indicates an underwriting profit.
Consistent delivery of operating performance across the market cycle is clearly a key objective for an insurer. Beazley’'s combined
ratio has increased in 2016 to 89% (2015: 87%), but it still maintains our five year historic average below 90%.

Claims
Claims have developed favourably during 2016, with overall claim notifications once again below normalised levels. In particular,
there has been only moderate exposure to natural catastrophes throughout the year.

Reserve releases

Beazley has a consistent reserving philosophy, with initial reserves being set to include risk margins that may be released over
time as and when any uncertainty reduces. Historically these margins have given rise to held reserves within the range 5-10%
above our actuarial estimates, which themselves include some margin for uncertainty. The margin held above the actuarial
estimate was 6.6% at the end of 2016 (2015: 8.2%). This margin has remained stable over time and is a lead indicator for the
sustainability of reserve releases. However, it is important to recognise that claims reserve uncertainty is significant for Beazley
and a positive lead indicator will not always equate to future releases.

Reserve monitoring is performed at a quarterly ‘peer review’, which involves a challenge process contrasting the claims reserves
of underwriters and claim managers, who make detailed claim-by-claim assessments, and the actuarial team, who provide
statistical analysis. This process allows early identification of areas where claims reserves may need adjustment.

Prior year reserve adjustments across all divisions over the last five years are shown below:

5 year

2012 2013 2014 2015 2016 average

$m $m $m $m $m $m

Life, accident & health 0.5 (4.6) 4.4 5.6 7.1 2.6
Marine 27.7 47.3 40.2 31.2 15.9 325
Political risks & contingency 33.1 39.4 20.1 18.1 20.1 26.2
Property 6.2 33.7 35.9 37.8 36.8 30.1
Reinsurance 7.0 55.6 27.8 44.9 32.3 33.5
Specialty lines 51.5 46.6 29.7 38.7 68.5 47.0
Total 126.0 218.0 158.1 176.3 180.7 171.9
Releases as a percentage of net earned premium 8.5% 13.7% 9.5% 10.4% 10.2% 10.5%

The reserve releases in 2016 totalled $180.7m and were broadly flat when compared to 2015. Our specialty lines division
increased their reserve releases as the post recession portfolio from 2012 onwards matures; a trend which we expect to see
continuing. This counter-balanced lower releases on short tail classes where the mechanical effect that reduced margins have
on reserve releases is now visible.

Please refer to the financial statements for information on reserve releases and loss development tables.
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Acquisition costs and administrative expenses
Business acquisition costs and administrative expenses increased during 2016 to $720.3m from $663.8m in 2015. The breakdown
of these costs is shown below:

2016 2015

$m $m
Brokerage costs 390.0 362.8
Other acquisition costs 82.5 85.8
Total acquisition costs 472.5 448.6
Administrative expenses 247.8 215.2
Total acquisition costs and administrative expenses 720.3 663.8

Brokerage costs are the premium commissions paid to insurance intermediaries for providing business. As a percentage of net
earned premium they have increased slightly to 22% in the current year (2015: 21%). Brokerage costs are deferred and expensed
over the life of the associated premiums in accordance with the group’s accounting policy.

Other acquisition costs comprise costs that have been identified as being directly related to underwriting activity (e.g. underwriters’
salaries and Lloyd’s box rental). These costs are also deferred in line with premium earning patterns.

The group expense ratio has increased 2% over the last three years to 41%. Average brokerage rates have increased 1% and the
other half of the increase is in our own internal expenses. On the internal aspects, we continue to invest in developing Beazley and
to experience expense ratio pressure in areas of the portfolio where the top line is shrinking due to market conditions. Our careful
expense management, together with sterling weakness, have enabled us to to contain the increase in expense ratio driven by
internal costs to only 1%.

Foreign exchange

The majority of Beazley’s business is transacted in US dollar, which is the currency we have reported in since 2010 and the
currency in which we hold the company’s net assets. Changes in the US dollar exchange rate with sterling, the Canadian dollar
and the euro do have an impact as we receive premiums in those currencies and the majority of our staff still receive their salary
in sterling. Beazley’s FX loss taken through the statement of profit or loss in 2016 was $9.5m (2015: loss of $9.7m). The main
component of this loss, generated by IFRS’s treatment of the unearned premium reserve as a non-monetary item, is purely timing
with FX profits and losses which unwind in the subsequent period.
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Financial review continued
. Comparison of returns - major asset classes ($m)
Group performance continued

Capital growth portfolio Core portfolio
® 2016 2015

Investment pcrformancc

Financial markets experienced another volatile year in 2016. Weak energy prices and concerns about fragile global growth

led to significant declines in equity markets and wider credit spreads, particularly for high yield issuers, in January and February.
Subsequently, these asset classes recovered their earlier losses and continued to improve throughout the year as easy global
monetary policy, recovering energy prices and, latterly, hopes of a ‘Trumpian’ boost to economic growth, all helped investors regain
confidence. Global equities returned 9.0%, in local currency terms, in 2016. High yield bonds also performed strongly as average
credit spreads declined by more than 250 basis points over the year.

Returns on sovereign debt exposures have traced a very different path, with significant declines in yields in the first half amid
pessimism about global growth, assisted by the result of the UK’s EU referendum in June, leading to strong returns in the first

part of the year. Subsequently, yields began to rise as the US approached full employment and US interest rates were expected

to increase. This trend was quickly extended following the US election, as investors discounted higher growth and inflation in
anticipation of President Trump’s policies, causing the five-year US Treasury note yield to rise by more than 50 basis points in one
week. As a result, US sovereign yields ended the year higher than they began, generating low, but positive, returns at most maturities.

Our fixed income portfolios, which constitute the majority of our investments, returned 1.5% overall in 2016, with returns on sovereign
debt exposures augmented by the higher yields from our corporate credit investments and, in particular, strong returns from our
high yield fixed income exposures. Our decision to reduce the duration of our fixed income investments immediately following

the US election result has also helped performance. Our capital growth portfolios incorporate around 12% of our investments

and utilise more volatile asset classes, aiming to generate additional returns in the longer term. In 2016 the capital growth portfolio
returned 5.6%. Our overall investment return for the year ended 31 December 2016 was 2.0%, or $93.1m (2015: $57.6m; 1.3%).
We believe this to be a good outcome in a volatile period for investments.

At 31 December 2016, the weighted average duration of our fixed income investments was unusually low, at 1.2 years (2015: 1.8 years).
Looking ahead to 2017, the investment outlook is once again uncertain. Recent increases in bond yields provide some hope that
available returns may improve, but further market volatility is likely and we are prepared to take action to reduce the volatility
of our investment returns, if appropriate.
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Beazley group funds ($m)

6,000

2011 2012 2013 2014 2015 2016

@ Group funds including funds at Lioyd’s
@ Syndicates 2623, 3623 and 3622
Figures are taken from December of each year.

The table below details the breakdown of our portfolio by asset class:

31 Dec 2016 31 Dec 2015 %
$m % $m % =
Cash and cash equivalents 507.2 10.8 676.9 15.0 <.
Fixed and floating rate debt securities _§
- Government, quasi-government and supranational 1,261.5 26.8 1,857.1 41.1 %
- Corporate bonds
- Investment grade 2,158.0 45.9 1,215.8 26.9
- High yield 97.1 2.1 68.3 1.5
- Senior secured loans 96.2 2.0 114.9 2.5
- Asset backed securities 4.6 0.1 12.7 0.3
Derivative financial instruments 12.2 0.3 4.6 0.1
Core portfolio 4,136.8 88.0 3,950.3 87.4
Equity linked funds 116.3 2.5 1475 3.3
Hedge funds 3171 6.7 329.0 7.3
Illiquid credit assets 132.4 2.8 92.3 2.0
Total capital growth assets 565.8 12.0 568.8 12.6 gl
Total 4,702.6 100.0 4,519.1 100.0 5
=
Comparison of return by major asset class: %
31 Dec 2016 31 Dec 2015
$m % $m %
Core portfolio 61.3 1.5 27.4 0.7
Capital growth assets 31.8 5.6 30.2 5.4
Overall return 93.1 2.0 57.6 1.3
In 2016, the funds managed by the Beazley group remained in line with the prior year, with financial assets at fair value and
cash and cash equivalents of $4,702.6m at the end of the year (2015: $4,519.1m). The chart above shows the increase in our
group funds since 2012.
Tax
Beazley is liable to corporation tax in a number of jurisdictions, notably the UK and Ireland. Our effective tax rate is thus a
composite tax rate driven by the Irish and UK tax rates. Our effective tax rate for the year was 14.4% (2015: 12.3%). The increase
compared to 2015 was due to a number of favourable prior year tax adjustments in 2015 that did not recur in the current year. 5"‘1
o
In 2016, it was announced that the UK corporation tax rate will be reduced to 17% by 2020. This reduction in the UK tax rate will é
reduce the group’s future current tax charge. The application of the diverted profits tax passed by the government early in 2015 w
remains uncertain. We have considered the implication of this and retain the view that this tax should not apply to Beazley §
(see note 9). g
=
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Financial review continued

Balance sheet management

Summary statement of financial position

2016 2015 Movement

$m $m %

Intangible assets 96.6 91.0 6%
Reinsurance assets 1,082.1 1,099.7 (2%)
Insurance receivables 794.7 732.7 8%
Other assets 3325 302.9 10%
Financial assets at fair value and cash and cash equivalents 4,702.6 4,519.1 4%
Total assets 7,008.5 6,745.4 4%
Insurance liabilities 4,.657.7 4,586.7 2%
Financial liabilities 363.8 247.3 47%
Other liabilities 503.3 470.0 7%
Total liabilities 5,524.8 5,304.0 4%
Net assets 1,483.7 1,441.4 3%
Net assets per share (cents) 286.8¢c 281.7c 2%
Net tangible assets per share (cents) 268.2c 263.9¢c 2%
Net assets per share (pence) 225.9p 186.5p 21%
Net tangible assets per share (pence) 211.2p 174.8p 21%
Number of shares? 517.2m 511.7m 1%

1 Excludes shares held in the employee share trust and treasury shares.

Intangible assets
Intangible assets consist of goodwill on acquisitions of $62.0m, purchased syndicate capacity of $10.7m, US admitted licences
of $9.3m, renewal rights of $7.0m and capitalised expenditure on IT projects of $7.6m.

Reinsurance assets
Reinsurance assets represent recoveries from reinsurers in respect of incurred claims of $853.9m, and the unearned reinsurance
premiums reserve of $228.2m. The reinsurance receivables from reinsurers are split between recoveries on claims paid or
notified of $201.8m and an actuarial estimate of recoveries on claims that have not yet been reported of $652.1m. The group’s
exposure to reinsurers is managed through:
* minimising risk through selection of reinsurers who meet strict financial criteria (e.g. minimum net assets, minimum ‘A’ rating
by S&P). These criteria vary by type of business (short vs medium tail). The chart on page 45 shows the profile of these assets
(based on their S&P rating) at the end of 2016;
¢ timely calculation and issuance of reinsurance collection notes from our ceded reinsurance team; and
* regular monitoring of the outstanding debtor position by our reinsurance security committee and credit control committee.

We continue to provide against impairment of reinsurance recoveries, and at the end of 2016 our provision in respect of reinsurance
recoveries totalled $12.6m (2015: $13.7m).
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Reinsurance debtor credit quality

Insurance receivables
Insurance receivables are amounts receivable from brokers in respect of premiums written. The balance at 31 December 2016
was $794.7m (2015: $732.7m).

Other assets

Other assets are analysed separately in the notes to the financial statements. The largest items included comprise:
« deferred acquisition costs of $242.8m;

* profit commissions of $15.2m; and

 deferred tax assets available for use against future taxes payable of $11.0m.

Judgement is required in determining the policy for deferring acquisition costs. Beazley’s policy assumes that variable reward
paid to underwriters relates to prior years’ business and is not an acquisition cost. As a result, the quantum of costs classified
as acquisition is towards the lower end of the possible range. Costs identified as related to acquisition are then deferred in line
with premium earnings.

Insurance liabilities
Insurance liabilities of $4,657.7m consist of two main elements, being the unearned premium reserve (UPR) and gross insurance
claims liabilities.

Our UPR has increased by 8% to $1,140.8m. The majority of the UPR balance relates to current year premiums that have been
deferred and will be earned in future periods. Current indicators are that this business is profitable.

Gross insurance claims reserves are made up of claims which have been notified to us but not yet paid of $949.5m and an
estimate of claims incurred but not yet reported (IBNR) of $2,567.4m. These are estimated as part of the quarterly reserving
process involving the underwriters and group actuary. Gross insurance claims reserves are broadly unchanged from 2015
at $3,516.9m.

Financial liabilities
Financial liabilities comprise borrowings and derivative financial liabilities. The group utilises three long term debt facilities and has
increased the aggregate amount of debt during 2016 by $152.8m in anticipation of opportunities to grow the capital supporting
group underwriting over the next few years. An overview of our financial liabilities is included below:
* in 2006 we raised £150m of lower tier 2 unsecured fixed rate debt that was payable in 2026 and callable in 2016.
In 2012, we bought back a total of £47.3m in two tranches. In 2013 we bought back £26.2m of this debt. In October 2016,
the group exercised its first call option and redeemed the remaining outstanding nominal amount of debt of £76.5m.
* a US$18m subordinated debt facility was raised in 2004. This loan is also unsecured and interest is payable at the
US$ London interbank offered rate (LIBOR) plus 3.65%. These subordinated notes are due in 2034 and have been
callable at the group’s option since 2009;
e during September 2012 we issued a sterling denominated 5.375% retail bond under a £250m euro medium term note
programme which raised £75m for the group and is due in 2019. This diversified the source and maturity profile of the
group’s debt financing; and
« in November 2016, Beazley Re dac issued $250m of 5.875% subordinated tier 2 notes due in 2026.

A syndicated short term banking facility led by Lloyds Banking Group plc provides potential borrowings up to $225m. Under the
facility $225m may be drawn as letters of credit to support underwriting at Lloyd’s. Of this, 75% may be advanced as cash under a
revolving facility. The cost of the facility is based on a commitment fee of 0.4375% per annum and any amounts drawn are charged
at a margin of 1.25% per annum. The cash element of the facility will expire on 31 July 2017, whilst letters of credit issued under
the facility can be used to provide support for the 2015, 2016 and 2017 underwriting years. The facility is currently unutilised.
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Financial review continued

Capital structure

Capital structure

Beazley has a number of requirements for capital at a group and subsidiary level. Capital is primarily required to support underwriting
at Lloyd’s and in the US and is subject to prudential regulation by local regulators (PRA, Lloyd’s, Central Bank of Ireland, and the

US state level supervisors). Beazley is subject to the capital adequacy requirements of the European Union (EU) Solvency Il regime
(SIl). We comply with all relevant Sl requirements.

Further capital requirements come from rating agencies who provide ratings for Beazley Insurance Company Inc and Beazley Re dac.
We aim to manage our capital levels to obtain the ratings necessary to trade with our preferred client base.

Beazley holds a level of capital over and above its regulatory requirements. The amount of surplus capital held is considered on an
ongoing basis in light of the current regulatory framework and opportunities for organic or acquisitive growth and a desire to maximise
returns for investors.

The group actively seeks to manage its capital structure. Our preferred use of capital is to deploy it on opportunities to underwrite
profitably. However, there may be times in the cycle when the group will generate excess capital and not have the opportunity to
deploy it. At such points in time the board will consider returning capital to shareholders.

In 2016 Beazley Group Limited repaid £76.5m of existing tier 2 subordinated debt at the first call date and Beazley Re dac issued
$250m of new tier 2 subordinated debt due 2026, the net proceeds of which will be used along with our retained earnings to support
the future growth plans of the group. On issuance of the new tier 2 subordinated debt, Beazley Re dac was assigned an Insurer
Financial Strength (‘IFS’) rating of ‘A+" by Fitch.

In 2016, Beazley acquired 2.0m of its own shares into the employee benefit trust. These were acquired at an average price of 335p
and the cost to the group was £6.7m.

The following table sets out the group’s sources of funds:

2016 2015

$m $m

Shareholders’ funds 1,483.7 1,441.4
Tier 2 subordinated debt (2026) - recalled in 2016 - 116.9
Tier 2 subordinated debt (2026) - issued in 2016 248.3 -
Retail bond (2019) 94.7 112.3
Long term subordinated debt (2034) 18.0 18.0

1,8447  1,688.6

Our funding comes from a mixture of our own equity alongside $248.3m of tier 2 subordinated debt, $18.0m subordinated long
term debt, a $94.7m retail bond and an undrawn banking facility of $225.0m.
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We signalled at the interim results that we expected the Lloyd’s ECR to increase, reflecting our plans for growth, and the final figure
at year end 2016 is extremely close to our projection once FX movements are taken into account.

The following table sets out the group’s capital requirement:

2016 2015

$m $m

Lloyd’s economic capital requirement (ECR) 1,489.2 1,326.9
Capital for US insurance company 107.7 107.7

1,596.9 1,434.6

At 31 December 2016, we have surplus capital of 44% of ECR (on a Solvency Il basis). Following payment of the second interim
dividend of 7.0p and special dividend of 10.0p, this surplus reduces to 36% compared to our current target range of 15% to 25%
of ECR.

Solvency II

The Solvency Il regime came into force on 1 January 2016. From Q1 2016 Beazley has provided quarterly Solvency Il pillar 3
reporting to both Lloyd’s for the Beazley managed syndicates and the Central Bank of Ireland for Beazley Re dac and Beazley plc.
Our project to prepare for the pillar 3 reporting requirements is nearing completion and will remain in place until annual reporting
for 31 December 2016 is complete. We believe we are well positioned to meet all the reporting requirements.

Solvency capital requirement

The group is required to produce a Solvency Capital Requirement (SCR) which sets out the amount of capital that is required to
reflect the risks contained within the business. Lloyd’s reviews this assessment to ensure that SCRs are consistent across the
market. On 10 December 2015 Beazley received internal model approval from the Central Bank of Ireland (the group supervisor
under Solvency Il).

The current SCR has been established using our Solvency Il approved internal model which has been run within the regime as
prescribed by Lloyd’s. In order to perform the capital assessment, we have made significant investments in both models and process:
* we use sophisticated mathematical models that reflect the key risks in the business allowing for probability of occurrence,
impact if they do occur, and interaction between risk types. A key focus of these models is to understand the risk posed
to individual teams, and to the business as a whole, of a possible deterioration in the underwriting cycle; and
 the internal model process is embedded so that teams can see the direct and objective link between underwriting decisions
and the capital allocated to that team. This gives a consistent and comprehensive picture of the risk/reward profile of the
business and allows teams to focus on strategies that improve return on capital.
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Financial review continued

Capital structure continued

Group structure
The group operates across both Lloyd’s and the US through a variety of legal entities and structures. The main entities within the
legal entity structure are as follows:
* Beazley plc - group holding company and investment vehicle, quoted on the London Stock Exchange;
Beazley Ireland Holdings plc - Intermediate holding company which holds £75m sterling denominated notes;
Beazley Underwriting Limited - corporate member at Lloyd’s writing business through syndicates 2623, 3622 and 3623;
Beazley Furlonge Limited - managing agency for the six syndicates managed by the group (623, 2623, 3622, 3623, 6107 and 6050);
Beazley Re dac - reinsurance company that accepts reinsurance premiums ceded by the corporate member,
Beazley Underwriting Limited;
Syndicate 2623 - corporate body regulated by Lloyd’s through which the group underwrites its general insurance business
excluding accident & life. Business is written in parallel with syndicate 623;
Syndicate 623 - corporate body regulated by Lloyd’s which has its capital supplied by third-party names;
Syndicate 6107 - special purpose syndicate writing reinsurance business, and from 2017 cyber, on behalf of third-party names;
Syndicate 3622 - corporate body regulated by Lloyd’s through which the group underwrites its life insurance and
reinsurance business;
Syndicate 3623 - corporate body regulated by Lloyd’s through which the group underwrites its personal accident and
BICI reinsurance business;
* Syndicate 6050 - special purpose syndicate which has its capital provided by third-party names and provides reinsurance
to syndicates 623 and 2623;
» Beazley Insurance Company, Inc. (BICI) - insurance company regulated in the US. Licensed to write insurance business
in all 50 states; and
Beazley USA Services, Inc. (BUSA) - managing general agent based in Farmington, Connecticut. Underwrites business
on behalf of Beazley syndicates and BICI.
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Operational update

'Technology innovation, data analytics,
and our ability to scale operationally
are key to our business growth.

Tan Fantozzi

Chaef operating officer

Beazley continues to demonstrate profitable growth, and we have developed a diversified portfolio of products that are distributed
globally, through 27 locations. To support this growth we have developed a scalable and efficient operating platform that through
focused investment has become an important competitive advantage.

A high performing global operations function relies on us maintaining consistency in operational standards throughout the group,
while, simultaneously, being prepared to try new things and leverage our depth of insurance operations expertise to give us a lead
over the competition. In order to achieve this, we pursue our group operations strategy. This has five areas of focus:

Supporting growth initiatives

In support of our strategic growth initiatives such as in the US, Europe, and Asia Pacific, we have continued to enhance our
infrastructure so that we can bring attractive new products to market as efficiently as possible. Enhanced event cancellation cover
and professional indemnity cover for design-build contractors are examples of two new types of insurance that we launched in 2016.

We also continue to explore new ways to improve access to our specialist products. In 2016, we launched more products on our
core e-trading platform, myBeazley.com. This included marine pleasure craft, professional indemnity, and event cancellation products
in both the UK and US. We also developed new business-to-business-to-consumer or ‘B2B2C’ electronic trading products through
myBeazley.com. Solutions like this make it easier for brokers to market our products to the end customer, and also increase the
efficiency of the end-to-end insurance placement process. Our electronic distribution strategy also includes the rollout of online
pricing tools that enable our brokers to quickly price risks for newer types of specialty coverage, such as within the cyber insurance
market. These tools have been instrumental in growing our market share whilst also making it quicker for brokers to get risks
priced for their customers.

Supporting business growth relies on effective processes and systems, but it is also important that we have a high quality working
environment that is conducive to team working and thought leadership. Our offices are open plan, bright and airy with a style

and consistency that supports our global brand. We strive to get the best quality working space at the best lease and facility cost.
In 2016, we opened a new office in Miami that will help us to access both Latin American reinsurance business and US insurance
business. We also opened a new office in Houston, Texas where our specialty lines underwriters are already growing market share.
We further opened a larger office in Atlanta, Georgia - to accommodate underwriting team growth and to provide space for a
second US shared service support centre. This support centre will enable us to better load balance operational support alongside
our primary support centre in Farmington, Connecticut. In Europe, we have moved to a new office in Paris to accommodate our
broadening portfolio of products and new underwriting hires.
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Operational update continued

Cost efficiency

Beazley is organised to a large degree around global underwriting and claims teams. This model has served us well in ensuring
that products that succeed in one market can be swiftly introduced in others. However, it is important that this does not result
in back office systems and support resources becoming duplicative or the administration of insurance transactions impeding
the business in any way.

In pursuit of greater efficiency and consistency of operational service, we have centralised operations support or outsourced it
where this brings further value. We want to make sure that operations and processing are done by appropriately skilled people,
at the most cost effective location, whilst providing the best service levels. In 2016, we progressed two new outsourcing agreements
for business processing support, and information technology support. These arrangements have been carefully planned and
selected to ensure we can maximise a highly efficient and scalable operating platform to support our business growth.

This year we also continued to increase the amount of process automation in our back-office for our higher volume products in the
US and Europe. Our investment in process automation is key to supporting increased transaction volumes and revenue, without
having to scale up our expense base. Much of our technology architecture uses software components that can be reused across
our global platforms, so technology we have built to service our US market is also being used to service our European market, and
vice versa. This approach to technology development means we can minimise duplication in implementation cost, and also means
we are able to introduce technology solutions that have been successful in one market to another.

Managing operational risk effectively
Effective risk management requires clear visibility of the level of operational risk we maintain. Critical to supporting an effective
control environment is consistency of ownership for operations support and the provision of management information.

As we continue to make our operational support more efficient, we have defined clear ownership for processes, establishing
clear accountability for process execution and planning. This simplifies operational control reporting and strengthens our ability
to provide a coordinated, rapid response to support business growth opportunities.

This year we completed the final phase of our US data centre upgrade. This converted our disaster recovery capability to an
‘active-active’ configuration. This means if one of our data centres should go offline, such as in the event of a major natural
disaster, then another data centre will automatically kick-in and keep our systems running with no noticeable change to our users.
In an age where customers expect a high degree of service availability and response time, this type of platform investment could
be critical.

Enabling product and service innovation

Our strategy focuses on two types of innovation. Firstly, there is insurance product innovation, which requires an operational
platform that facilitates an efficient product pipeline - from idea development through to product launch. Secondly, there is
the development of new or enhanced tools and support services that enable our employees to perform optimally in their roles.

A continuing focus for us has been strengthening our ability to take new product ideas more quickly from the drawing board to
the underwriting stamp. We have built dedicated teams in both London and the US to coordinate the product innovation process,
and then to bring all the operational components together for a successful market launch. In advance of further expansion

in Europe, such as for financial institutions business, we have been further extending our product delivery capability by working
with our outsourcing partners to give additional scale.

In order to encourage more idea development from all Beazley employees, we launched a new ‘BHive’ collaboration app. This tool
enables employees to upload new innovation ideas or contribute to other people’s ideas whilst on the move, using their mobile
devices. For this app we won the Lloyd’s Innovation Award for the second year running, and it reaffirms our commitment to driving
innovation across Beazley.
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A good technology idea is only of value if we can apply it to a business problem or opportunity. With this in mind, in 2016, we launched
a new programme of work called Beazley Labs. This focuses specifically on applying emerging technologies to our business products
and services, with a view to converting technology ideas into specialist insurance revenue opportunities. Beazley Labs has begun
with a series of organised sessions that bring together technology specialists both from within Beazley and from external partners,
along with specialist underwriters, in order to quickly prototype technology ideas for business application. Initial areas of focus
have been on supporting underwriting and claims decisions with artificial intelligence, processing using robotics, and mapping
insurance exposures using marine cargo tracking data.

Managing for performance

A market differentiator for Beazley is the high level of experience that we have built within our global operations team. Whether
providing support services or delivering large projects, we know what works and what does not. The operations team and the
underwriting teams have developed strong working relationships over the years, and collectively we have developed considerable
expertise in bringing new products and distribution channels to fruition.

As with all Beazley talent we recognise the importance of developing attractive career paths. We want to equip our operations
team with the right skills for the job. We routinely review our talent for potential skills gaps and then provide the most relevant
training to ensure a high standard of service provision.

Growing across different markets entails greater operational complexity and a requirement for additional skills in our staff. We do not
want to be limited to specific geographic pools of skilled individuals, such as project managers, IT specialists and business analysts.
Some locations such as London also have higher unit costs both to hire and to accommodate employees. With this in mind, we
continue to improve our sourcing channels to tap into different skilled resource pools. Where possible, if we can deliver a service
competently from a remote location, we will aim to do so - better leveraging our more operationally oriented locations, notably
Farmington and now from Atlanta.

Looking ahead

Three areas of focus for 2017 are, firstly, continuing to increase our ability to efficiently scale up operational support in areas where
we see greatest growth potential and margin. Secondly, continuing to research and develop innovative ways to get our products

to the customer. Working closely with our broker partners, we want to continue to make best use of technology and data insight

to maximise the efficiency of getting the most appropriate insurance cover for our customers. Thirdly, using innovating specialist
underwriting data is a Beazley strategic initiative - next year will see the implementation of several projects in this space including
the rollout of a new data analytics capability for our teams that will bring together our own internal data and the wealth of externally
available data using third party specialists.

We place great importance on maintaining consistency in our approach to delivering high quality service and continually improving
operational efficiency. We have a highly experienced operations team to deliver on the above strategic objectives and we take
great pride in our ability to create competitive advantage through operational service provision and in our ability to react quickly
and efficiently to new business opportunities.
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Risk management

Good design supports informed
decision making.

Andrew Pryde

Chuef risk officer

Design of our risk management framework

Given the ‘beautifully designed’ theme of this year’s report and accounts, it is an opportune time to explain the key principles

that were used in the design of the risk management framework:

* Simple and accessible: The first principle is that the risk management framework is simple to operate and easy to understand.
Without this, the framework would not be used widely and would be of little value to the board in overseeing the business.

It is true that simplicity is the ultimate form of sophistication;

* Risk coverage: The risk management framework covers the complete risk universe. If the management of risk is restricted
to say the top ten risks, it will inevitably be the eleventh or twelfth risks that cause problems;

* Relevant information: There is a balance to be sought in the calibration of the risk management information reported. If the
calibration is too sensitive, issues will be constantly reported and the board will struggle to distinguish between what is important
and what is just background noise. If the calibration is not sensitive enough, then the board will not have sight of the important
issues and will incorrectly believe everything is fine. At Beazley, the reporting is focussed on managing within the risk appetite
established by the board;

¢ Consolidated view: The board receives a consolidated view free of unnecessary contradiction. The consolidated assurance report
at Beazley brings together the perspective of the business and the perspective of the assurance functions of compliance, risk
management and internal audit in order to provide the board with a holistic view of the risk and control landscape. In addition, the
design of the risk management framework aligns with the way that internal audit undertake their reviews and report their findings; and

* Decision making: The risk management framework and its associated reports support informed decision making and help steer
the business. At Beazley, in addition to the consolidated assurance report, the suite of risk management reports range from
thematic risk reviews to the regular and transactional Own Risk and Solvency Assessment (ORSA) reports.

Good design should be intuitive and effortlessly achieve the desired outcome. In 2016, we completed the first detailed review

of the current design of the risk management framework since its implementation in 2010. The result of this review has been
just a few fine tuning adjustments as the framework has been demonstrated to be meeting these design principles over the past
seven years and has coped well with the continued growth and evolution of the business.

2016 in review

A key change to the risk environment in 2016 was the outcome of the UK referendum in June to leave the European Union. A risk
review had been performed prior to the vote in order to assess the potential impact of either outcome. Given Beazley’s insurance risk
profile, the premium at risk if Lloyd’s licences were no longer to be applicable in Europe is relatively low at less than 5%. Therefore,
the main short term risks identified for Beazley were asset volatility and exchange rate fluctuations and steps were undertaken
prior to the vote to mitigate these risks. Our experience in the period since the referendum has shown that this assessment turned
out to be correct and in particular, a weaker sterling has provided a tailwind for us as a dollar denominated company with sterling
expenses and dollar profit which is worth more for sterling based investors. Nevertheless, we have established a project team to
oversee developments and support Lloyd’s activity to ensure that market participants can continue to trade in Europe in an
efficient way.

More recently in November, another key change was the outcome of the US election which delivered a Republican Presidency, Senate
and House of Representatives. Given the importance of the US to Beazley’s business, we are actively monitoring the risk environment
and any emerging opportunities and risks to Beazley’s US business as policies are implemented by the newly elected government.

Earlier in the year, the specialty lines division had embarked on developing Europe and the Rest of the World to complement
existing distribution at Lloyd’s and in the US for its products. This involved an application to change the Beazley Re dac licence in
Ireland to include an insurance licence in addition to the existing reinsurance licence. A secondary benefit of this application is to
be able to offer insurance to our European clients in the event that a Lloyd’s licence cannot be utilised, or to provide our European
clients with a choice of using either Lloyd’s security or locally capitalised security. The risk management team undertook a
transactional ORSA to provide assurance that the risk management framework will evolve appropriately as Beazley’s Irish
company starts to underwrite both insurance and reinsurance business.
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Risk management completed a transactional ORSA which considered the associated risks, including related to regulatory, legal and
tax, arising from the transfer of management of the Beazley group from Dublin to London which was completed on 13 April 2016.
Another transactional ORSA was also written for the debt issuance that completed on 4 November 2016 which can be used to
support underwriting opportunities from both the US and the specialty lines international initiative.

The challenging market conditions have remained a key risk for Beazley in 2016 and careful cycle management was required
to navigate the classes of business experiencing the most rating pressure and to optimise the areas of opportunity. The ability
of Beazley underwriters to segment their classes and understand the relative risk and reward dynamics is a key way this risk
is mitigated and members of the risk and capital teams have supported underwriting teams in this activity during 2016.

Premium from Beazley’s market leading cyber product, Beazley Breach Response, continues to grow as new clients purchase

this valuable and innovative product. As planned, we have added to our suite of realistic disaster scenarios and have updated

the assumptions of existing scenarios to reflect our current understanding of how an aggregated claims event might occur. Given
that we have yet to actually observe an aggregated claims event, there is little data available to assist with this modelling. As such,
we continue to use external technical expertise to supplement our own views of how such an event could unfold. The scenarios are
compared against the board’s risk appetite to ensure that growth in this area remains appropriate within Beazley’s diversified portfolio
of other risk types. It is clear that this area continues to evolve at a relatively fast pace which warrants such regular review and oversight.

Risk management facilitated a discussion of emerging and strategic risks at the board strategy day in May. The discussion focused
on four topics, namely; the commoditisation of insurance, disintermediation, being the last independent company at Lloyd’s and
the impact of a global recession. The analysis performed by board members and the ensuing discussion provided an opportunity
to test how Beazley’s strategy may have to evolve if these risks were to emerge.

An important element of risk management’s role is to work with staff across the business to better understand the practical
challenges facing our business. During 2016, members of the risk management team visited Beazley offices in the US, Europe,
and Asia to identify how we can improve what we do and to observe how the Beazley culture ensures our staff do the right thing.

In 2016 we had a number of employees take advantage of our sabbatical programme. Risk management have supported the
business to test that, where necessary, adjustments to roles and responsibilities are considered. In addition to recognising a

ten year career at Beazley, the sabbatical programme has also benefited teams and individuals supporting those on sabbatical
with opportunities to expand their roles, challenge existing processes, and in some cases, reduce exposure to key personnel risk.

The risk management report to the remunerations committee is now in its sixth year. The analysis reported confirmed that the
design of remuneration at Beazley is driving appropriate behaviour. The main enhancement made this year has been to review
a suite of risk metrics in order to provide assurance that senior members of staff were managing risk in an appropriate manner.

This year represents the first year of operating within the new Solvency Il regime with our internal model approved by the Central Bank
of Ireland. The extensive work undertaken by the capital modelling team in the pre-application stages to design how processes should
operate has resulted in a robust yet efficient framework that delivers a valued capital model which is parametrised to reflect the reality
of the business, is updated to reflect the evolution of the business, is validated to provide assurance that its design and parametrisation
is appropriate and so is used across the group to support business processes and inform the board on how risk is changing. We have
continued to use an external consultancy to provide independent challenge which has supported the production of a detailed validation
report to the board. This report, coupled with a programme of regular and tailored director briefings ensure that the internal model is
understood. During 2016 we have welcomed new directors and have benefited from their fresh perspective on managing risk and capital
to ensure that our approach remains fit for purpose in identifying, managing and mitigating risk we may face in the future.

Although risk appetite is established with reference to earnings volatility, there are a number of risks that do not necessarily
have a direct financial consequence. Instead, for example, there may be a reputational impact. We have experienced this year
that the qualitative risk appetite statements introduced in 2015 have helped business functions prioritise activity within their
teams to ensure that necessary activity is undertaken in a timely manner in order to operate as the board expects.

The latest chief risk officer report to the board confirmed that the control environment has not identified any significant failings
or weaknesses in key processes and that Beazley is operating within risk appetite as at 31 December 2016.
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Risk management continued

Risk management philosophy

Beazley’s risk management philosophy is to balance the risks the business takes on with the associated cost of controlling these
risks, whilst also operating within the risk appetite agreed by the board. In addition, our risk management processes are designed
to continuously monitor our risk profile against risk appetite and to exploit opportunities as they arise.

Risk management strategy

The Beazley plc board has delegated executive oversight of the risk management department to the executive committee,

which in turn has delegated immediate oversight to the risk and regulatory committee. The Beazley plc board has also delegated
oversight of the risk management framework to the audit and risk committee and the primary regulated subsidiary boards have
each established a board risk committee.

Clear roles, responsibilities and accountabilities are in place for the management of risks and controls, and all employees are aware of
the role they play in all aspects of the risk management process, from identifying sources of risk to their part in the control environment.
The impact of each risk is recorded in the risk register on a 1:10 likelihood of that risk manifesting in the next 12 months. A risk owner
has been assigned responsibility for each risk, and it is the responsibility of that individual to periodically assess the impact of the risk
and to ensure appropriate risk mitigation procedures are in place. External factors facing the business and the internal controls in place
are routinely reassessed and changes are made when necessary. On an annual basis, the board agrees the risk appetite for each
risk event and this is documented in the risk management framework document. The residual financial impact is managed in

a number of ways, including:

* mitigating the impact of the risk through the application of controls;

e transferring or sharing risk through outsourcing and purchasing insurance and reinsurance; and

* tolerating risk in line with the risk appetite.

In addition, the following risk management principles have been adopted:

* risk management is a part of the wider governance environment;

» techniques employed are fit for purpose and proportionate to the business;

* risk management is a core capability for all employees;

* risk management is embedded in day-to-day activities;

* there is a culture of risk awareness, in which risks are identified, assessed and managed;

* risk management processes are robust and supported by verifiable management information; and
* risk management information and reporting is timely, clear, accurate and appropriately escalated.

Risk management framework

Beazley has adopted the ‘three lines of defence’ framework: namely business risk management, the risk management function
and the internal audit function. Within business risk management, there are two defined risk and control roles: risk owner and
control reporter. Each risk event is owned by the risk owner who is a senior member of staff. Risk owners, supported by the risk
management team, formally perform a risk assessment twice a year, including an assessment of heightened and emerging risks.

Business risk management Risk management Internal audit

Risk ownership Risk oversight Risk assurance

— Identifies rusk — Are risks being identified? — Independently tests control design

— Assesses risk — Are controls operating effectively? — Independently tests control operation
— Mitigates risk — Are controls being signed off? — Reports to commattees and board

— Monztors risk — Reports to commiltees and board

— Records status
— Remeduates when required

The risk management framework comprises a number of risk management components, which when added together describe
how risk is managed on a day to day basis. The framework includes a risk register that captures the risk universe (55 risk events
grouped into eight risk categories: insurance, market, credit, liquidity, operational, regulatory and legal, group and strategic),

the risk appetite set by the Beazley plc board, and the control environment that is operated by the business to remain within

the risk appetite. The following diagram illustrates the components of the risk management framework.
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In summary, the board identifies risk, assesses risk and sets risk appetite. The business then implements a control environment which
describes how the business should operate to stay within risk appetite. Risk management then reports to the board on how well the
business is operating using a consolidated assurance report. For each risk, the consolidated assurance report brings together a view
of how successfully the business is managing risk, qualitative commentary from the assurance functions and whether there have
been any events that we can learn from (risk incidents). Finally, the framework is continually improved, through the consideration

of stress and scenario testing, themed reviews using risk profiles and an assessment of strategic and emerging risks.

A suite of risk management reports are provided to the boards and committees to assist senior management and board
members to discharge their oversight and decision making responsibilities. The risk reports include the risk appetite statement,
the consolidated assurance report, risk profiles, stress and scenario testing, reverse stress testing, an emerging and strategic
report, a report to the remuneration committee and the ORSA report.

The internal audit function considers the risk management framework in the development of its audit universe to determine
its annual risk-based audit plan. The plan is based on, among other inputs, the inherent and residual risk scores as captured
in the risk register. Finally, a feedback loop operates, with recommendations from the internal audit reviews being assessed
by the business and the risk management function for inclusion in the risk register as appropriate.

Viability statement

The directors have completed a robust assessment of the viability of the group over a three year period. A period of three future years
has been selected to be short enough to be reasonably assessable but long enough to reflect Beazley’s risk profile of a portfolio of
diversified short-tailed and medium-tailed insurance liabilities. This three year period also aligns with the length of time over which
business underwritten at Lloyd’s, being the majority of our insurance business, is managed. The board has performed an annual
risk assessment and the key risks to the group in the future are summarised on pages 56 and 57.

The risks and associated capital requirements have been brought together into a five year plan. The main assumption is that
the current market conditions will prevail, over which the outcomes of the board’s strategic initiatives are overlaid. In addition,
the board has reviewed the sensitivity of key assumptions and has performed scenario testing to understand the impact on
cashflows of the key risks of a major natural catastrophe and/or a systemic mispricing of the medium-tailed liability classes.

The Chief Risk Officer provides a quarterly own risk and solvency assessment (ORSA) to the board summarising the short term
and longer term risks to the group and the capital implications.

The directors have concluded, based on this review, that there is a reasonable expectation that the group will be able to continue
in operation and meet its liabilities as they fall due over the three year period of assessment.
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Risk management continued

The risks to financial performance

The board monitors and manages risks grouped into eight
categories, which cover the universe of risk that could affect
Beazley. There have been no new risk areas identified and
no major shifts in existing risks. The board considers the
following two risk categories to be the most significant.

Insurance risk

Given the nature of Beazley’s business, the key risks that
impact financial performance arise from insurance activities.
The main insurance risks can be summarised in the following
categories:

* Market cycle risk: The risk of systematic mispricing of the
medium tailed specialty lines business which could arise
due to a change in the US tort environment, changes to
the supply and demand of capital, and companies using
incomplete data to make decisions. This risk would affect
multiple classes within the specialty lines division across
a number of underwriting years. The group uses a range
of techniques to mitigate this risk including sophisticated
pricing tools, analysis of macro trends, analysis of claim
frequency and the expertise of our experienced
underwriters and claims managers.

Natural catastrophe risk: The risk of one or more large
events caused by nature affecting a number of policies
and therefore giving rise to multiple losses. Given
Beazley'’s risk profile, this could be a hurricane, major
windstorm or earthquake. This risk is monitored using
exposure management techniques to ensure that the risk
and reward are appropriate and that the exposure is not
overly concentrated in one area.

Non natural catastrophe risk: This risk is similar to natural
catastrophe risk except that multiple losses arise from
one event caused by mankind. Given Beazley’s risk profile,
examples include a coordinated cyber attack, an act of
terrorism, an act of war or a political event. This risk is
monitored using exposure management techniques to
ensure that the risk and reward are appropriate and that
the exposure is not overly concentrated in one area.

Reserve risk: Beazley has a consistent and conservative
reserving philosophy. However, there is a risk that the reserves
put aside for expected losses turn out to be insufficient.

This could be due to any of the three drivers of risk described
above. The group uses a range of techniques to mitigate this
risk including a detailed reserving process which compares,
claim by claim, estimates established by the claims team with
a top down statistical view developed by the actuarial team.

A suite of metrics is also used to ensure consistency each year.

 Single risk losses: Given the size of policy limits offered

on each risk, it is unlikely that the poor performance of
one policy will have a material impact on the group’s financial
performance.

Strategic risk

Alongside these insurance risks, the success of the group
depends on the execution of an appropriate strategy. The main
strategic risks can be summarised as follows:

Strategic decisions: The group’s performance would be
affected in the event of making strategic decisions that

do not add value. The group mitigates this risk through

the combination of recommendations and challenge from
non-executive directors, debate at the executive committee
and input from the strategy and performance group (a group
of approximately 35 senior individuals from across different
disciplines at Beazley).

Environment: There is a risk that the chosen strategy cannot

be executed because of the current environmental conditions
within which Beazley operates, thereby delaying the timing of

the strategy.

Communication: Having the right strategy and environment
is of little value if it is not communicated internally so that the
whole group is heading in the same direction, or if key
external stakeholders are not aware of Beazley’s progress
against its strategy.
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Senior management performance: There is a risk that senior
management is overstretched or does not perform, which
would have a detrimental impact on the group’s performance.
The performance of the senior management team is
monitored by the CEO and talent management team and
overseen by the nomination committee.

Reputation: Although reputational risk is a consequential
risk, i.e. it emerges upon the occurrence of another risk
manifesting, it has the potential to have a significant
impact on an organisation. Beazley expects its staff to

act honourably (one of seven ingredients of Being Beazley)
by doing the right thing.

Flight risk: There is a risk that Beazley is unable to deliver its
strategy due to the loss of key personnel. Beazley has controls
in place to identify and monitor this risk, for example, through
succession planning.

Crisis management: This is the risk caused by the destabilising
effect of the group having to deal with a crisis and is mitigated
by having a detailed crisis management plan.

Corporate transaction: There is a risk that Beazley undertakes
a corporate transaction which does not return the expected
value to shareholders. This risk is mitigated through the due
diligence performed, the financial structure of transactions
and the implementation activity.

Under the environmental risk heading, the board identifies and
analyses emerging and strategic risk on an annual basis for
discussion at the board strategy day in May.

Other risks
The remaining six risk categories monitored by the board are:

* Market (asset) risk: This is the risk that the value of
investments is adversely impacted by movements in
interest rates, exchange rates, default rates or external
market forces. This risk is monitored by the investment
committee.

Operational risk: This risk is the failure of people,
processes and systems or the impact of an external event
on Beazley’s operations, and is monitored by the
operations committee.

* Credit risk: Beazley has credit risk to its reinsurers, brokers
and coverholders of which the reinsurance asset is the
largest. The underwriting committee monitors this risk.

Regulatory and legal risk: This is the risk that Beazley
does not operate in line with the relevant regulatory
framework in the territories where it operates. Of the
eight risk categories, the board has the lowest tolerance
for this risk. This risk is monitored by the risk and
regulatory committee.

* Liquidity risk: This is the risk that the group does not
have sufficient liquid funds following a catastrophic
event. The investment committee monitors this risk which,
given the nature of the asset portfolio, is currently small.

* Group risk: The structure of the Beazley group is not
complex and so the main group risk is that one group
entity operates to the detriment of another group entity
or entities. Although this risk is currently small, the Beazley
plc board monitors this risk through the reports it receives
from each entity.
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Responsible business

Making more of a difference in our 30th year.

sl : : This year we wanted to make an even bigger difference as part of
Our VISI01 18 1O use our eXpertlse, our 30th anniversary celebrations. We've donated $362,000 to

influence and passion as a force our charity partners and our Beazley Pacific Cycle challenge alone
raised another $18,264, which was used for 18 ShelterBoxes in

fOI' gOOd 111 our local communities Haiti following Hurricane Matthew. September was also ‘Making
. a Bigger Difference’ month, helping the total number of employee
and the WldCI‘ WOI‘ld. volunteers for the year reach 430, from 326 in 2015. It’s all about
making sure that everyone - not just ourselves - felt the benefit

of our anniversary celebrations.

Thirty is a significant anniversary. As well as looking back and
appraising what we've done, it’s also a time to look ahead,

to the things one aspires to. We pride ourselves on setting
ourselves apart. Being different. Doing different. We work hard
to give something back, especially in the workplace and with
our communities. However, there’s more we can do, particularly
in the marketplace and for our impact on the environment.

Things to celebrate

Marketplace QUIRP and Baby Beazley
“Hospitals that improve get money back on
Celebrating our products the basis they are becoming a better risk.

And that means patients are safer,” says

that are makmg areal Nat Cross, Head of global healthcare.

difference to our customers.

The Quality Indicator Return Premium,
or QUIRP, programme is an important

fﬂs mar/m‘ leadgm m mcmy glement of the specialist health.care
insurance that we offer to hospitals.

Qfour chosen lines, we have it offers clients returns on their premiums
a unique undemmndmg Qf if they meet pre-agreed patient quality

. 5 - and safety standards. The programme
our dlents ”5/“' I/Ve can creates an incentive to provide better

use this expeﬁise o create care for patients. It also shows how
innovatiz)e products L‘}lalf specialist insurance designed by

. experts can be a force for good.
encoumge be/zavzour ﬂlat Says Nat: “We're proud that through QuIRP
Y The Ann & Robert H. Lurie Children’s :
benqﬁts SOthy as well Hospital of Chicago is an excellent we have returned more than $7m

y 2D q q .
as our mnsureds. example. It reinvested part of the rebate :jn premlijmslt(? hOSp'ta:j'i;h?t havi )
it received for meeting safety and quality ~ 4€Monstrably improved their practices.

Adrian Cox targets in ‘Baby Beazley’, a simulation

Head of specialty lines mannequin used for training in the main P $ 7 m +

hospital as well as many of its outreach
units across the State of lllinois.

premiums returned
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“We want to minimase our
business’s environmental
impact. We're_focused on
making our offices efficient.
We work with suppliers
lo make our procurement
sustainable. We engage our
people to help achieve our
goals. Looking after our
environment is core to ‘Being
Beazley’ —we do the right
thing not because the rule
book tells us to, but because
i’s right.”
lan Fantozzi
Chief operating officer

. EPL: fewer claims,
. ‘phew’ say employees

i “By helping employers avoid claims,

we are reducing their risk while improving
: the workplace for everyone,” says
Wayne Imrie, EPL & Private company

: liability underwriter.

i Employee tribunals are stressful
events for everyone. Our Employment
: Practices Liability (EPL) policy aims to
i reduce the risk of situations ending

: up in court. As well as providing typical
i insurance, BeazleySure, our online

i risk management platform, offers

¢ policyholders comprehensive risk

i management training, a dedicated

: telephone hotline, wage and hour
tutorials as well as model policies

: and procedures.

Environment

Celebrating doing our
bit for the environment.

Refreshing our
environmental policy

“As tenants there’s a limit to what

we can do environmentally to affect the
buildings we are in,” says Munira Hirji,
Head of commercial management,

and Responsible Business Committee
member for the environment. “But what
we can do we will - principally working
closely with our landlords and building
management companies to ensure that
together we promote and implement
building initiatives that support the
environment. In addition, we encourage
our colleagues to save energy and
minimise waste both within our own
spaces and outside.”

We refreshed our environmental
policy in July 2016, renewing our
commitment to managing our
environmental impacts. Our strategy
focuses on three key areas:

Our offices

We make every effort to ensure that
any adverse environmental impact from
our offices is minimal and we find ways
to enhance them so they have a more
positive impact.

We consider our environmental impact
when we open new offices and aim to
select sustainable and energy saving
materials to minimise these impacts.
For example, this year we replaced

the lighting in our London office with
energy efficient LED lights.

Our procurement

We leverage our buying power and
work with suppliers to make a positive
environmental impact.

Our people and communications

We engage our people to help achieve
our goals, consider their environmental
approach outside work and keep them
informed of what we are doing. Every
day we strive to reduce our carbon
footprint - from using public transport
as a preferred means of transportation
to booking taxi’s with car companies
that provide electric and hybrid vehicles
when car transportation is required

in the UK.

We use electric
and hybrid vehicles
n the UK.

Ozf/z

anniversary

110daa o18reng

IOUBUIIAOL)

SJUOWILIS [RIOURUL]

www.beazley.com

Annual report 2016 Beazley

39




Things to celebrate

Responsible business continued

Environment continued

Green goes GOld The building also received an Energy
. . Star score from the US Environmental
in Chicago Protection Agency (EPA) of 84 - three

points up from last year. Buildings that
earn the Energy Star use on average up
to 35% less energy and generate 35%
fewer greenhouse gas emissions than
similar buildings across the US.

Almost half of our US offices

are in Leadership in Energy and
Environmental Developments (LEED)
certified buildings. This is a coveted
industry standard. Where possible
we open new offices in LEED or local
equivalent certified buildings. Our
Chicago office is a LEED-certified
building and has been recently
upgraded to Gold status.

+ An EPA Energy Star score of

> 84

“For new buildings to receive LEED
status is a big achievement, but for
existing buildings to improve their LEED
status to Gold is really impressive,” says
Munira. “It’s all thanks to our landlord’s
and our own colleagues focus on energy
and resource-saving ideas such as
replacing equipment with more
energy-efficient models and installing
automated faucets in the restrooms.”

- '.’l'

r bl
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Workplace

Furthering our diversity goals

In 2015 the nomination committee
agreed our goal should be to have

two women on the board by the 2016
AGM and three by the 2017 AGM -

we achieved that with Catherine Woods
and Christine LaSala joining the board
this year.

The board has agreed to adopt a similar
approach to the gender diversity of our
senior management with the aim of
building a diverse talent pipeline for

the future. The board is committed to
having at least 35% of female senior
management at Beazley by 2020.

In line with our vision, the board is also
committed to promoting the recruitment
and retention of people from different
backgrounds. This approach is
underpinned by our commitment to
maintaining our meritocratic approach
to diversity while ensuring that we are
avoiding unconscious bias in our
selection criteria. We're also doing our
best to give people from all backgrounds
the right level of support to progress
within the group.

“Our viston 1s to attract and
develop people with different
experiences, backgrounds
and lifestyles, with different
skills and perspectives —

a workforce that shares the
dwersity of our customers
and commumnities where

we work around the world.”

Penny Malik
Head of talent management

www.beazley.com



“We plan to expand our efforts to recruit and promote

people from an increasingly diverse population. Externally,

that mcludes continuing to investigate recruttment partners
who share our dwersity and inclusion vision and goals.”

Rob Anarfi

Chair of the diversity and inclusion steering group

Recruitment

We have increased our activities to
support diversity recruitment across
the group and we are looking to partner
with organisations that promote diverse
recruitment in both the US and the UK.

Training

We have recently launched a new
learning management system (LMS)
across the group. This includes a section
focusing on diversity and inclusion
outlining programmes focusing on:

* Learning and development for women
at Beazley. This includes a bespoke

modular programme ‘Women at Work'.

In the US we have linked with the
Women in Insurance and Financial
Services network.

Working parents. We have linked up
with Talking Talent in the UK and the
National Parenting Education network
in the US, which provides support for
new parents and their line managers.
We have also provided links to similar
support programmes in Singapore
and Australia.

Young professionals. We have
connected with programmes in the
US, UK and Asia Pac that help support
young professionals starting their
careers in insurance.

www.beazley.com

Employee diversity by gender

Beazley plc board
Male

11 tietreiide
Female

3 i

Total 2016 - 14

Senior management

Male

77 ettt
Female

26 44

Total 2016 - 103

All employees
Male

616 et

Female
528 #4444

Total 2016 - 1,144

Statement on the Modern

Slavery Act 2015

We abide by and are committed to the
requirements of the Modern Slavery
Act. We continue to work to ensure
there is no slavery, human trafficking or
any forced labour in our supply chains.

Health and wellbeing

2016 saw the second year of our
Health and Wellbeing initiative, which
raises awareness about the Beazley
benefits available to employees, and
promotes healthy lifestyles. During the
year we held events on nutrition, which
covered educational talks and healthy
eating and also musculoskeletal, which
included yoga and massage sessions.

Throughout the year we continued

to promote the Beazley health and
wellbeing site with healthy initiatives,
including ‘reclaim your lunch break’
which promoted ideas such as walking
and cycling trails in the areas local to
each office, lunchtime talks outside
the office, Beazley lunchtime clubs
and gym membership.

The number of Health and Wellbeing
champions has grown in line with the
business and they continue to support
and promote the initiative around

the globe.

We carry out health and safety risk
assessments at all locations to ensure
safety and correct protocols are in
place at all locations. We also ensure
our people are trained in first aid and
fire procedures to ensure the safety

of our employees.

}{{“dth

Wellbem

"heszlay
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Things to celebrate

Responsible business continued

Communities

Celebrating making a difference
In our communities

“We aim to go beyond employment, and vmprove opportunities
Jor all those who live and work around our offices. Many
of our employees volunteer their time through mentoring
and partnershiyp programmes which increase the skills and
expertise of local chuldren and young people. Beazley people also
support our communities by contributing to our corporate charity
partner and to dozens of causes close to therr homes or hearts.”

Clive Washbourn
Head of marine

Samira, from Sarah Bonnell School

in London who attended one of

our workshops said: “Thank you

for the amazing presentation about
insurance and women in the workplace.

The rewards of volunteering

“I love September - it’s global
volunteering month and all over the
world colleagues are going out and
making a difference,” says Pippa
Vowles, chair, Beazley Responsible
Business Committee. “Everyone agrees
that Make a Difference is valuable,
for those we help and for ourselves.”

of insurance and | am now considering
going into the insurance industry.”

> 430+

This year teams from Australia, Ireland,
France, Singapore, the US and the UK

It really got me interested in the concept

over 430 colleagues roll up their sleeves : ) .
: “I'm reading Maths and Economics

took part in Make a Difference projects,
distributing food for the homeless,
maintaining local parks, restoring
community centres and teaching
young people career and public
speaking skills.

. Giving the next generation
: a step up

i “Mentoring is one of the most

: valuable ways we can contribute to

: our communities,” says lain Newton,

i Research and development manager,

i and Responsible Business Committee
member for community. “It means we

: can share our skills and expertise in a

very meaningful way.”

i Colleagues mentor students and

: graduates in a number of ways. In 2016
: we held workshops for more than 350

: students focusing on careers and work
 skills. We're also members of the Lloyd’s
: Community Programme, which offers
hundreds of volunteering opportunities
in and around our London office - from
: children with literacy and numeracy
needs to young teenagers struggling

: to find work.

at the University of Surrey and last

: year | got a placement with healthcare,
specialty lines,” says Nida Jafri, returning
¢ intern. “I've had more training at Beazley
than my friends elsewhere. Having

: worked here, | feel more equipped

 for the path I'd like to pursue.”

» 200+

over 200 students mentored in 2016
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Pedalling hard for Haiti

i “What’s the link between 23,000ft,

: the Pacific Ocean and pink lycra?

It can only be the Beazley Pacific Cycle!

i On 15 September, eight of us took to our
bikes for a gruelling 470 miles from San

Francisco to LA in aid of our global charity
: mountains) in southern Colorado in August.

> $33,000+

: raised for ShelterBox in two months

¢ partner of the year, ShelterBox,” says
i James Wright, Head of US IT.

“Our target was to raise $10,000 for the
charity and we almost doubled that by
: reaching $18,264.”

: ShelterBox is an international disaster

. relief charity that responds to natural and :

: Supporting the Cancer
: Research Institute

man-made disasters by delivering boxes
of aid - ShelterBoxes. It became our

: UK charity partner in 2013, and in

i 2015 our global charity partner. Every

: ShelterBox contains items families need
i to survive in the immediate aftermath of

: a disaster, such as special tents, blankets, :
: leading research universities and clinics

around the world. It supports scientists

: at any stage of their career at all levels

: of scientific inquiry from basic research to
i coordinated clinical trials. It is the world’s
only not-for-profit organisation dedicated

: exclusively to harnessing the immune

{ system’s power to conquer cancer.

groundsheets, water-filtration equipment,
i atool-kit and mosquito nets. All
ShelterBoxes are distributed by specially
i trained volunteers. These volunteers are
based all over the world and are ready

to deploy at a moment’s notice to get

¢ aid to families who need it most.

The amount raised was used for
i 18 ShelterBoxes in Haiti following
Hurricane Matthew.

»$18,264

 raised for ShelterBox through Beazley
i Pacific Cycle

: Beazley team conquers
: four Colorado ‘fourteeners’
for Shelterbox

A team of eight Beazley employees raised
i more than $15,000 for ShelterBox by

climbing four ‘fourteeners’ (14,000 ft+

In the US, one in four people’s lives are
cut short by cancer. The Cancer Research
: Institute awards research grants and

fellowships to support scientists at

“Current cancer treatments are not
enough, and new approaches beyond

: chemotherapy, radiation and surgery
are needed to help save more lives,”

: says Jill 0’'Donnell-Tormey, CEO of Cancer
Research Institute. “Beazley’s support
i provides much needed funding, which
 allows us in turn to aid scientists to
research cures for cancer by giving

: grants. These grants are crucial in

i allowing talented scientists to conduct
: laboratory research and clinical trials
leading to life-saving immunotherapies
for all cancers.”

> $99,329

raised to help research scientists

»$362,000

donated to charities

30 grants and 30 meals

As part of our 30th anniversary efforts
to continue making an impact in our
communities, we offered employees
the chance to apply for a total of

30 grants of 250 in local currency to
be donated to a charity of their choice.
We have also donated 30 meals in
every location where we are based

for those in need, via a local charity

or homeless shelter.
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Things to celebrate

Responsible business continued

What we want to do next

Our aspirations going forward.

There has been much to celebrate
with regards to carrying out our
business responsibly in the year
of our 30th anniversary. However
we're on a journey and it’s ever

a case of ‘onwards and upwards’.

Marketplace

Aspiring to define,
develop and deliver

“Marketplace is core to our Responsible
Business strategy because it underpins
the way we write business and has a
far-reaching impact,” says Andrew
Horton, CEO. “Wherever possible we
want to use our expertise as a force for
good. Our aim is to understand the full
reach of our existing business practices
and highlight the positive influence we
can have when underwriting as well

as finding innovative ways to deliver
responsible, profitable business.”

Marketplace includes finding ways

to underwrite profitable business that
can also have a positive impact on the
wider community, for example, better
patient care through our healthcare
products or encouraging our insureds
to invest in their local communities
with our terrorism products. Also,

we link our community and charity
activities to our business, choosing
charities that are relevant to us like
ShelterBox and All Hands (for more
on All Hands please see page 65).

In 2016 we focused on phase one of
our Marketplace strategy, and in 2017
we will focus on phases two and three:

1. Research: to get a better
understanding of what we
currently do and explore what other
opportunities there are across the
business, so we can then focus on
delivering two or three initiatives

2. Define and develop: run a workshop
with representatives from across
the business, to identify and agree
two or three initiatives to develop
in to product offerings/variations

3. Deliver: deliver the two or three
initiatives chosen as above.

Our objective is to create a robust
responsible business strategy that
creatively uses our expertise as

a force for good in the sectors we
serve and recognises its centrality
to our business.

. Environment

- Aspiring to keep doing
our bit

: We will look for opportunities to do

{ even more next year to minimise our

: environment impact. We will ensure we

deliver against our environmental policy
i and continue to work with our landlords
and our new people to make an even

: bigger difference.
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: Communities

éAspiring to do still
- more in 2017

. “2016 has seen some great

- projects delwered and some
great results achieved in
our community and charity

- work. Our focus next

- year will be on strategic

- durection while keeping
our momentum.”

110daa o18reng

Adam Rich
Actuary and lead for our
US community efforts

New charity partnership g
Establishing our new global charity I3 e
: partnership with All Hands will be a key Whemvery_ Ouﬁnd B eazleya w ¢ W ‘mty ou toﬁndpe_o{b le S
: focus for us in 2017. All Hands are a doing the right thing by our clients, by the communities 3
: disaster-relief organisation addressing 3

e o e we’re part of, and by each other. I look forward to

| affected by such catastrophes. We need  working with my colleagues across the business in 2017

; to look beyond the funds we donate and 49 dlegelop a strategic approach that embeds our desire
: create a sustainable partnership where

- we use our skills and expertise as well to do the right thing throughout our company.”

| ‘Make a Difference’ 2017 SR L
i The benefits of getting involved with our Chief executive officer
local communities has a positive impact

not only on them but also on our people

: too. Our colleagues have said that

community volunteering is valuable for

: us as an organisation. It has helped build

pride in working for Beazley as well as

i enhancing their skills and building and

strengthening relationships across the

i business. We look forward to building

¢ further on this rewarding area of

involvement by delivering another

: successful ‘Make a Difference” month

: in September 2017.
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Directors’ report

The directors have pleasure in presenting their report and
the audited financial statements of the group for the year

ended 31 December 2016.

Principal activity
Beazley plc is the ultimate holding company for the Beazley group, a global specialist risk insurance and reinsurance business
operating through its managed syndicates at Lloyd’s in the UK and Beazley Insurance Company, Inc., a US admitted carrier, in the US.

Management report
The directors’ report, together with the strategic report on pages 1 to 65, serves as the management report for the purpose
of Disclosure and Transparency Rule 4.1.8R.

Directors’ responsibilities
The statement of directors’ responsibilities in respect of the annual report and financial statements is set out on page 119.

Review of business
A more detailed review of the business for the year and a summary of future developments are included in the chairman’s
statement, the chief executive’s statement and the financial review.

Results and dividends
The consolidated profit before taxation for the year ended 31 December 2016 amounted to $293.2m (2015: $284.0m).

The directors announce both a second interim dividend of 7.0p per ordinary share (2015 second interim dividend: 6.6p) and
a special dividend of 10.0p per ordinary share (2015 special dividend: 18.4p per ordinary share). These dividends, together
with the first interim dividend of 3.5p per ordinary share (2015 first interim dividend: 3.3p), give a total of 20.5p (2015: 28.3p).

The aforementioned second interim and special dividends will be paid on 29 March 2017 to shareholders on the register
on 3 March 2017.

Going concern and viability statement
A review of the financial performance of the group is set out on pages 38 to 48. The financial position of the group, its cash flows
and borrowing facilities are included therein.

After reviewing the group’s budgets and medium term plans, the directors have a reasonable expectation that the group has
adequate resources to continue in operational existence for the foreseeable future. For this reason they continue to adopt the
going concern basis in preparing the accounts.

In accordance with provision C.2.2 of the UK Corporate Governance Code, the directors have assessed the viability of the group.
The viability statement, which supports the going concern basis mentioned above, is included in the risk management section
at page 55.

66  Beazley Annual report 2016 www.beazley.com



Directors
The directors of the company who served during 2016 and/or to the date of this report were as follows:

Dennis Holt Non-executive chairman

David Andrew Horton Chief executive

George Patrick Blunden Non-executive director

Martin Lindsay Bride Finance director

Adrian Peter Cox Director

Angela Doreen Crawford-Ingle Non-executive director »
Christine LaSala Non-executive director (appointed 01,/07/2016) g
Sir John Andrew Likierman Non-executive director 2.
Neil Patrick Maidment Director _§
Padraic Joseph O’Connor Non-executive director (resigned 24/03/2016) %
John Peter Sauerland Non-executive director (appointed 05/05/2016)

Vincent Joseph Sheridan Non-executive director (resigned 31/12/2016)

Robert Arthur Stuchbery Non-executive director (appointed 11/08/2016)

Rolf Albert Wilhelm Tolle Non-executive director (resigned 11/03/2016)

Clive Andrew Washbourn Director

Catherine Marie Woods Non-executive director (appointed 01,/01/2016)

The board is complying with the provision on annual re-election of all directors introduced by the UK Corporate Governance Code.

Further information can be found in the statement of corporate governance on page 77.

Directors’ interests Q

The directors’ interests in shares of the company, in office at the end of the year, including any interests of a connected person 5

(as defined in the Disclosure and Transparency Rules of the UK’s Financial Conduct Authority), can be found in the directors’ 2

remuneration report on page 94. 5

Details of directors’ service contracts are given in the directors’ remuneration report. The directors’ biographies are set out

in the board of directors section of this report.

Corporate governance

The company’s compliance with corporate governance is disclosed in the statement of corporate governance on pages 77 to 82.

Corporate, social and environmental responsibility

The company’s corporate, social and environmental policy is disclosed on pages 58 to 65.

No political donations were made by the group in either the current or prior reporting period.
=
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Directors’ report continued

Risk management
The group’s approach to risk management is set out on pages 52 to 55 and further detail is contained in note 2 to the financial
statements on pages 144 to 158.

Substantial shareholdings
As at 2 February 2017, the board had been notified of, or was otherwise aware of, the following shareholdings of 3% or more
of the company’s issued ordinary share capital:

Number of ordinary shares %
Invesco Perpetual 88,445,467 16.9
MFS Investment Management 64,866,670 12.4
Woodford Investment Management 26,396,106 5.0
Dimensional Fund Advisors 23,897,373 4.6
BlackRock 18,047,581 3.5
Legal & General Investment Management 16,034,535 3.1

Note: All interests disclosed to the company in accordance with DTRs that have occurred, can be found on the News and Alerts section of our corporate website:
www.beazley.com

Recent developments and post balance sheet events
Recent developments and post balance sheet events are given in note 34 in the financial statements on page 196.

Likely future developments
Information relating to likely future developments can be found in the strategic report.

Research and development
In the ordinary course of business the group develops new products and services in each of its business divisions.

Greenhouse gas emissions

Our latest greenhouse gas (GHG) emissions report from 2015, showed 2015 UK and European GHG emissions for 2015 (6,415.47
tonnes CO, equivalent (tCO,e)) increased by 4%, although Scope 1 and 2 emissions (1,324.26 tCO,e) fell 4% relative to 2014

(to 1,380.69 tCO,e). The increase in total reported emissions is primarily emissions associated with air travel (Scope 3 emissions).
2015 GHG emissions for Beazley Group’s three principal North American offices are reported as 1,665.12 tonnes CO, equivalent
(tCO,e). This is 13% lower than 2014 reported emissions and is primarily due to reduced emissions from business travel by air.

Diversity and inclusion
Information concerning diversity and inclusion can be found in the responsible business section on page 60 and in the statement
on corporate governance on page 77.

Authority to purchase own shares

On 24 March 2016 shareholders approved an authority, which will expire on 24 June 2017 or, if earlier, at the conclusion

of the 2017 AGM for the company to repurchase up to a maximum of 52,335,334 ordinary shares (representing approximately
10 per cent of the company’s issued ordinary share capital). During the year, Beazley acquired 2.0m of its own shares into

the employee benefit trust. The board continues to regard the ability to repurchase issued shares in suitable circumstances

an important part of the financial management of the company. A resolution will be proposed at the 2017 annual general meeting
to renew the authority for the company to purchase its own share capital up to the specified limits for a further year. More detail
of this proposal is given in the notice of AGM.
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Share capital

The company has ordinary shares in issue. Ordinary shares therefore represent 100% of the total issued share capital

as at 31 December 2016 and 2 February 2017. Details of the movement in ordinary share capital during the year can be found
in note 21 on page 176.

Annual general meeting
The annual general meeting of the company will be held at 14:30hrs on Friday 24 March 2017 at Plantation Place South,
60 Great Tower Street, London, EC3R 5AD. The notice of the AGM details the business to be put to shareholders.

Auditors
KPMG have indicated their willingness to continue in office. Accordingly, a resolution to reappoint KPMG as auditors of the
company will be proposed at the annual general meeting.

Disclosure of information to auditors

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each aware, there
is no relevant audit information of which the company’s auditors are unaware; and each director has taken all the steps that
he or she ought to have taken as a director to make himself or herself aware of any relevant audit information and to establish
that the company’s auditors are aware of that information.

By order of the board, covering the strategic report from pages 1 to 65 and the directors’ report from pages 66 to 69.

C P Oldridge
Company secretary
Plantation Place South
60 Great Tower Street
London

EC3R 5AD

2 February 2017
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Letter from our chairman

The board’s role is to set the company’s strategic aim, scrutinise management’s performance and ensure that the
necessary financial and human resources are in place for the company to meet its objectives.

The board and its committees met regularly during the year to set direction and risk appetite and provided oversight
and control of management in the day-to-day running of the business. We promote a culture of openness and debate
at each meeting and seek to receive constructive challenge from the non-executive directors to help develop
proposals on strategy and other matters. As chairman, | seek to ensure this is achieved, that appropriate decisions
are then reached, and that we empower management to then execute those decisions, with our on-going oversight
and support. Each of the strategic initiatives has been assigned a non-executive sponsor. In May, we held our annual
board strategy day and topics included were emerging risks and trends, two new strategic initiatives and the current
mergers and acquisitions environment within the insurance industry.

As part of planning for board succession, the nomination committee and board looked at the balance of the board,
including the skills and experience and there were a number of new appointments made in 2016. During the year, the
board welcomed John Sauerland, Christine LaSala and Bob Stuchbery with effect from 5 May, 1 July and 11 August 2016
respectively. Details of the search processes are set out in the nomination committee report. Rolf Tolle resigned from
the board on 11 March 2016. After having served more than six years on the board, Padraic O’Connor and Vincent
Sheridan resigned on 24 March and 31 December 2016 respectively. The board would like to thank them all for their
valuable contributions during their time on the board.

The company continues to be committed to the highest standards of corporate governance and the group’s robust
system of governance has been designed to establish, implement and maintain effective controls, internal reporting
and communication of information across all levels within the group. We believe these to be fundamental to the long
term success of the company.

On 13 April 2016 the management of the group was re-located to the United Kingdom by means of a scheme of
arrangement in order to simplify the management and decision making of the group. This put in place a new parent
company for the Beazley group, which is incorporated in England and Wales and resident for tax purposes in the UK.
Under the scheme of arrangement Beazley shareholders received one New Beazley share for every ordinary share
held by them at the scheme record date. These New Beazley shares were admitted to the premium segment of the
Official List and began trading on the London Stock Exchange’s main market on 13 April 2016. The reorganisation
has had no material effect on the strategy of the group.

AOUBUIIAOL)

We ensure directors continually update their skills through individual development plans and board training. Talent
development and succession planning are critical components of sustainable success and this starts at the very top,
in the boardroom. It is vital that we have on the board the right balance and diversity of expertise, skills, experience
and perspectives, in addition to independence of thought and action.

The group believes in the importance of diversity for board and group effectiveness and has developed a diversity
strategy to support our commitment to being an equal opportunities employer. We achieved our goal of three female
directors by the 2017 AGM, having gone from none to three within five years. We have now set a new goal of a minimum
of 35% of female senior managers within the organisation by 2020 and of 33% of female board members at group
level by 2021. We are committed to ensuring appointments are made on merit against selection criteria. Further
details of our policy and goals are set out in the nomination committee report.

The provision of timely, accurate and appropriate information to the board and committees is key to good governance.
We regularly review the board information to ensure it is in a form, and of a quality to enable the board to discharge its duties.

| am pleased to confirm the company has complied with the principles and provisions set out in the UK Corporate
Governance Code throughout the year ended 31 December 2016. Details of the activities of the board and its
committee also are set out on pages 72 to 75.

SJUOWILIS [RIOURUL]

Dennis Holt
Chairman
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An effective board of directors made
up of diverse and experienced members.

Our committees and
committee chairmen

The audit and risk committee assists the board of directors in
fulfilling its oversight responsibilities for the financial reporting
process, the system of internal control, the audit process,

Governance framework

Board of directors
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by Angela Crawford-Ingle.
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Board of directors continued

 Horton
xecutive officer

Appointed: 12 June 2003*
Experience: Andrew joined
Beazley in June 2003 as finance
director. Prior to that he held
various financial positions within
ING, NatWest and Lloyds Bank
and was the chief financial officer
for the UK wholesale banking
division of ING immediately prior
to joining Beazley. He qualified
as a chartered accountant

with Coopers and Lybrand

in 1987. He joined the board

of Man Group plc in 2013

as a non-executive director.
Committee: Executive
committee (chair)

Adrian Cox

Head of specialty lines

Appointed: 6 December 2010*
Experience: Adrian joined Beazley
in June 2001. Prior to this, Adrian
was at General Re for eight years,
writing both treaty and facultative
business. Since 2001 his
responsibilities have included

the casualty treaty portfolio and
the SME and large risks portfolios,
before being promoted to head

of specialty lines in 2008.
Committee: Executive committee
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Martin Bride
Group finance director

Appointed: 5 May 2009*
Experience: Martin joined Beazley
in May 2009 as finance director.
He began his career in insurance
in 1985 and took up his first role
as a finance director in 1996.

He trained as a general insurance
actuary, before pursuing a career
in the composite insurance sector
with Aviva and Zurich Financial
Services. His experience spans
personal and commercial lines
general insurance, the London
market, life insurance and asset
management in both the UK

and France.

Committee: Executive committee

Clive V

Appointed: 4 December 2006*
Experience: Clive has over

30 years’ experience in the
marine insurance industry and
actively underwrites marine hull,
marine liability and marine

war risks.

Committee: Executive committee

Neil Maidment
Chaef underwniting officer

Appointed: 15 March 2001*
Experience: Neil joined Beazley
in 1990 and was appointed to
the board in 1993. He has over
30 years of Lloyd’s experience
and, in 2011, joined the board

of the Lloyd’s Market Association,
becoming chairman on 1 January
2016. Neil was elected to the
Council of Lloyd’s with effect
from 1 February 2016.
Committee: Executive committee
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Appointed: 21 July 2011*
Experience: Dennis has more than
45 years’ experience in financial
services markets. He was formerly
a main board executive director
at Lloyds TSB (2000-2001),

chief executive of AXA UK and a
member of AXA’s Global executive
committee (2001-2006). He has
been chairman of Liverpool
Victoria and deputy chairman

of Bank of Ireland. Dennis was
appointed chairman of The
Co-operative Bank plc in 2014.
Committee: Nomination
committee (chair)

Sir Andrew Likierman
1-executive director

Appointed: 25 March 2015*
Experience: Andrew is dean of
London Business School. He was
founding director of the Executive
MBA programme and has been a
professor at the School for many
years. His research interests are
in the field of the measurement
of performance. Andrew’s career
has spanned the public and private
sectors: he has run a textile plant
in Germany, been head of the
Government Accountancy Service
and was managing director of the
UK Treasury.

Committees: Remuneration
committee (chair), nomination
committee

www.beazley.com

Appointed: 1 January 2010*
Experience: George is the senior
independent director. He retired
as senior vice president and
director from AllianceBernstein
Ltd in December 2009. He had
previously been chief executive

of Union plc, and a director of

SG Warburg Securities, Seccombe,
Marshall and Campion plc and
Meridian Investment Performance
Services. He is the chairman

of the Charity Bank Ltd and
chairman of Stonewater Ltd.
Committees: Audit and

risk committee, remuneration
committee, nomination committee

John Sauerland
executive director

Appointed: 5 May 2016
Experience: John is Chief Financial
Officer of the Progressive
Corporation, a US based insurance
holding company. Prior to his
current role, he was Progressive’s
Personal Lines Group President
for eight years, responsible for the
company'’s primary business unit
with $17bn in revenues. During
his tenure as Personal Lines
Group President, he led the
introduction of many innovations
such as Name Your Price® and
Snapshot®, the industry leading
pay-as-you-drive offering.He also
oversaw significant growth of the
company’s direct marketing
efforts and consumer facing web
and mobile technology.
Committee: Remuneration
committee

Angela Crawford-Ingle
Non-executive durector

Appointed: 27 March 2013*
Experience: Angela is a chartered
accountant with extensive audit
experience of multinational and
listed companies. She was a
partner in PricewaterhouseCoopers
specialising in financial services
for 20 years during which time she
led the insurance and investment
management division and retired
in 2008. She is currently a partner
in Ambre Partners, a firm providing
strategic, financial and operational
advice. Angela is also currently a
non-executive director and audit
chair of Swinton Group Ltd and
River and Mercantile Group plc.
Committee: Audit and risk
committee (chair)

Robert Stuchbery

Non-e;

ecutive director

Appointed: 11 August 2016
Experience: Bob had previously
been appointed as a non-executive
director to the board of Beazley
Furlonge Ltd, the group’s Lloyd’s
managing agency, where he chairs
the risk committee. He brings
extensive Lloyd’s experience,
having been CEO of Chaucer until
2015 and a deep knowledge of
the Lloyd’s market and distribution
and operational strategies.
Committee: Audit and risk
committee

Christine LaSala
Non-executive director

Appointed: 1 July 2016
Experience: Based in New York,
Christine recently retired as chair
of Willis Towers Watson North
America. She has 40 years of
management, client leadership
and financial experience in the
insurance industry including work
as an underwriter and 27 years
as an insurance broker working
with large corporate and public
institution clients designing their
risk management programmes
which included leadership roles
at Johnson & Higgins and Marsh.
Committee: Audit and risk
committee
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n-executive director

Appointed: 1 January 2016*
Experience: Catherine Woods is

a non-executive director of AIB Plc,
AIB Mortgage Bank, and EBS Dac.
She is also the senior independent
director and chair of the audit
committee at AIB Plc. She was
previously the finance expert on
the adjudication panel established
by the Irish government to oversee
the rollout of the national broadband
scheme. Her executive career

was with JP Morgan where she
was a vice president and head

of the European banks equity
research team. Catherine is a
former non-executive director

of An Post, and a former member
of the Electronic Communications
Appeals Panel.

Committee: Audit and risk
committee
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Investor relations

We place great importance on communication with shareholders. The annual report and accounts and the interim report are
available to shareholders on the company’s website (www.beazley.com). A mailed copy of the accounts is also available on
request. The company responds to individual letters from shareholders and maintains a separate investor relations centre
within the existing www.beazley.com website, as a repository for all investor relations matters.

Financial reporting for insurance companies can seem to be complex. In order to help shareholders and potential investors better
understand the key drivers of the business and its prospects, we have endeavoured to provide increasing levels of transparency
and explanation in our communications. As a result, in addition to enhancing the information contained in the annual and interim
reports, the investor relations centre on the company website contains a substantial amount of relevant information for investors,
including key corporate data and news, presentations to analysts, information for the names’ syndicate 623 and special purpose
syndicate 6107, analyst estimates and a financial calendar. The website also gives investors the opportunity to sign up for an alert
service as new information becomes available.

There is a regular dialogue with institutional shareholders, as well as general presentations after the preliminary and interim results.
The board is advised of any specific comments from institutional investors, to enable it to develop an understanding of the views
of major shareholders. All shareholders have the opportunity to put questions at the company’s annual general meeting.

The company’s shares are listed on the London Stock Exchange. Prices are given daily in newspapers including the Financial Times,
The Times, the Daily Telegraph, the Daily Mail and the Evening Standard.

Shareholding by type of investor

. Mutual funds 55%

There are currently 12 analysts publishing research notes on the group. In addition to research coverage from Numis and JP Morgan,
the company’s joint corporate broker, coverage is provided by Autonomous, Keefe Bruyette & Woods, Peel Hunt, Shore Capital,
Cannaccord, Sanford Bernstein, Collins Stewart, Stockdale Securities, UBS and RBC.

Share price performance

Jan Jan Jan Jan Jan Jan Jan Jan Jan Jan Jan Jan
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

@ Close @® MSX Index ® ASX Index @ F3INSU Index

Financial calendar

3 March 2017 Second interim dividend and special dividend record date

24 March 2017 Annual general meeting

29 March 2017 Second interim dividend and special dividend payment date for the six months ended 31 December 2016
21 July 2017 First interim dividend announcement for the six months ended 30 June 2017
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Statement of corporate governance

Compliance with code provisions

The board confirms that the company and the group have complied with the provisions set out in the 2014 version of the
Financial Reporting Council’s UK Corporate Governance Code (the Code) throughout the year ended 31 December 2016.
The Company has not, however, tendered for audit services in the past 10 years as explained on page 87.

The Code can be viewed on the www.frc.org.uk website. The governance section, together with the remuneration report, describes
how we have applied the main principles of the Code and complied with its detailed provisions.

The board considers that the annual report and accounts, taken as a whole, are fair, balanced and understandable; and that they provide
the information necessary for shareholders to assess the company’s performance, business model and strategy. The company’s
auditors have reviewed the company’s compliance to the extent required by the UK listing rules for review by auditors of UK listed
companies.

The board is accountable to the company’s shareholders for good governance and the statements set out below describe how the
main principles identified in the UK Corporate Governance Code have been applied by the group.

Governance framework

The company operates through the main board, the managing agent board, the board of the reinsurance company (that accepts
reinsurance premiums ceded by the corporate member, Beazley Underwriting Limited) and their board committees. The group
has established properly constituted audit and risk, remuneration and nomination committees of the board. There are terms

of reference for each committee and details of their main responsibilities and activities in 2016 are set out on pages 83 to 91.
The board has also appointed an executive committee that is chaired by Andrew Horton and acts under delegated authority from
the board. The executive committee meets on a monthly basis and are responsible for managing all activities of the operational
group. The governance framework of the main board and its committees is shown in the diagram on the following page.

The roles of the chairman and chief executive are separate with each having clearly defined responsibilities. They maintain a

close working relationship to ensure the integrity of the board’s decision making process and the successful delivery of the group’s
strategy. The board evaluates the membership of its individual board committees on an annual basis and the board committees
are governed by terms of reference which detail the matters delegated to each committee and for which they have authority to
make decisions. The terms of reference for the board committees can be found on www.beazley.com.

ADUBUIIAOL)
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Statement of corporate governance continued

Company secretary

Christine Oldridge

Key responsibilities

The company secretary’s
responsibilities include ensuring
good information flows within the
board and its committees and
between senior management and
non-executive directors, as well as
advising the board through the
Chairman on all governance matters.

The board

Key responsibilities

Shareholders

Chairman

Dennis Holt

K

Key responsibilities

The chairman leads the board, managing constructive
dialogue between executive and non-executive directors.
He is responsible for ensuring that the board discharges
its duties effectively.

Leadership, strategic aims, risks, values and standards.

Chairman
Dennis Holt

Members

Adrian Cox

Andrew Horton

Sir Andrew Likierman
Angela Crawford-Ingle
Catherine Woods

K

Audit and risk committee

Christine LaSala
Clive Washbourn
George Blunden
John Sauerland

K

Nomination committee

K

Martin Bride

Neil Maidment
Robert Stuchbery
Vincent Sheridan*

K

Remuneration committee

q

Chuef executive

Andrew Horton

Key responsibilities

The chief executive is responsible
for the implementation and delivery
of the strategy agreed by the board
and the day to day management of
the business.

Executive committee

Chairman
Angela Crawford-Ingle

Members

Catherine Woods

Christine LaSala

George Blunden

Robert Stuchbery

Vincent Sheridan®

Key responsibilities

The audit and risk committee assists
the board of directors in fulfilling its
oversight responsibilities for the
financial reporting process, the
system of internal control, the audit
process and the company’s process
for monitoring compliance with laws
and regulations and the code of
conduct. It also ensures that

an effective risk management
process exists in the major regulated
subsidiaries and that the Beazley
group has an effective framework
and process for managing its risks.

1 Vincent Sheridan resigned from the Beazley plc board and audit and risk committee with effect from 31 December 2016.

Chairman
Dennis Holt

Members

Sir Andrew Likierman

George Blunden

Key responsibilities

The nomination committee is
focused on evaluating the board of
directors, ensuring an appropriate
balance of skills, considering and
recommending board and committee
candidates and considering board
succession.

Chairman
Sir Andrew Likierman

Members

George Blunden

John Sauerland

Key responsibilities

The remuneration committee
ensures that remuneration
arrangements support the strategic
aims of the business and enable
the recruitment, motivation and
retention of senior executives while
complying with the requirements of
regulatory and governance bodies,
satisfying the expectations of
shareholders and remaining
consistent with the expectations

of the wider employee population.

Chairman
Andrew Horton

Members
Adrian Cox
Adrian Lewers
Andrew Pryde
Anthony Hobkinson
Clive Washbourn
Dan Jones

lan Fantozzi
Mark Bernacki
Martin Bride
Mike Donovan
Neil Maidment
Patrick Hartigan
Penny Malik

Key responsibilities

The executive committee manages
all operational activities of the group
and acts under the powers delegated
by the board. It has responsibility for
proposing strategic initiatives and
group/syndicate business plans to
the board as well as for reviewing the
risk management framework and
oversight of the group’s sub-
committees and business functions.
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The board

The board has a schedule of matters reserved for its decision. This includes: inter alia, strategic matters; statutory matters
intended to generate and preserve value over the longer term; approval of financial statements and dividends; appointments

and terminations of directors, officers and auditors; and appointments of committees and setting of their terms of reference.

It is responsible for: the review of group performance against budgets; approving material contracts; determining authority levels
within which management is required to operate; reviewing the group’s annual forecasts; and approval of the group’s corporate
business plans, including capital adequacy and the Own Risk Solvency Assessment. The board is responsible for determining the
nature and extent of the principal risks it is willing to take in pursuing its strategic objectives. To this end, the board is responsible
for the capital strategy, including the group’s Solvency Il internal model.

The board consists of a non-executive chairman, Dennis Holt, together with seven independent non-executive directors, of whom
George Blunden is the senior independent non-executive director, and five executive directors, of whom Andrew Horton is chief
executive. The non-executive directors, who have been appointed for specified terms, are considered by the board to be independent
of management and free of any relationship which could materially interfere with the exercise of their independent judgement.

George Blunden, who has served a term in excess of six years, continues to bring strong challenge and insight to the board and its
committees and his appointment was extended for a further three years at the 2016 AGM, subject to annual reappointment at the
AGM. The nomination committee carried out a rigorous assessment of George Blunden’s continuing independence, taking into
account the length of his tenure on the boards of both Beazley plc and Beazley Furlonge Ltd, and concluded that he remained
independent. As senior independent director George will, if required, deputise for the chairman. He is available to talk to
shareholders if they have any issues or concerns or if there are any unresolved matters that shareholders believe should be
brought to his attention.

John Sauerland, Christine LaSala and Robert Stuchbery were appointed to the board during 2016 on 5 May, 1 July and 11 August
respectively. Rolf Tolle, Padraic O’Connor and Vincent Sheridan resigned from the board on 11 March 2016, 24 March and
31 December 2016 respectively.

In accordance with the code, the board has recommended that all directors should submit themselves for election or re-election
on an annual basis and as such all directors will stand for election or re-election at the forthcoming AGM.

Biographies of current board members appear in the ‘board of directors’ section of this report. The biographies indicate the high level and
wide range of business experience that are essential to manage a business of this size and complexity. A well defined operational and
management structure is in place and the roles and responsibilities of senior executives and key members of staff are clearly defined.

Board meeting attendance

The full board meets at least five times each year and more frequently where business needs require. In 2016, in addition to
the five regular board meetings, there were further meetings to consider the Q3 2016 interim statement and director changes.
Attendance at the meetings was high. All the directors also attend an annual strategy day. The remuneration, nomination, and
audit and risk committees had additional ad hoc meetings with full attendance. The chairman holds meetings as required with
the non-executive directors without the executive directors being present.

ADUBUIIAOL)
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Statement of corporate governance continued

Attendance at the regular board and committee meetings is set out in the table below:

Audit and risk Remuneration Nomination
Board committee committee committee

No. of No. No. of No. No. of No. No. of No.
Director meetings attended meetings attended meetings attended meetings attended
George P Blunden 5 5 6 6 4 4 5 5
Martin L Bride 5 5 - - - - - -
Adrian P Cox 5 5 - - - - - -
Angela D Crawford-Ingle 5 5 - - - -
Dennis Holt 5 5 - - 5 5
D Andrew Horton 5 5 - - - - - -
Christine LaSala 3 3 3 3 - - - -
Sir J Andrew Likierman 5 5 - - 4 4 5 5
Padraic J O’Connor 1 1 - - 1 1 - -
Neil P Maidment 5 5 - - - - - -
Vincent J Sheridan* 5 4 6 5 - - - -
John P Sauerland 3 3 - - 3 3 - -
Robert A Stuchbery 2 2 3 3 - - - -
Rolf AW Tolle 1 1 1 1 - - - -
Clive A Washbourn? 5 3 - - - - - -
Catherine Woods 5 5 6 6 - . - _

1 Vincent Sheridan was unable to attend the board and audit and risk committee meetings on 6 December 2016 due to a scheduling conflict.
2 Clive Washbourn was unable to attend the board meeting on 4 May 2016 as he was on sabbatical and the meeting on 29 September due to iliness.

Where a director joined or stood down from the board or board committee during the year only the number of meetings following appointment or before standing
down are shown.

Board discussions during the year

At each scheduled meeting the board receives reports from the chief executive and finance director on the performance and results
of the group and also receives reports from the chief underwriting officer and the chief risk officer and any board committees
following their meetings. In addition the board receives updates from the group operating functions on major projects and corporate
governance matters.

There is an annual schedule of rolling agenda items to ensure that all matters are given due consideration and are reviewed
at the appropriate point in the financial and regulatory cycle. Meetings are structured to ensure that there is sufficient time for
consideration and debate of all matters.

During the year, the board has spent time particularly on:

 review of strategic initiatives and Brexit impacts;

 review of the competitive landscape;

» discussions over prioritisation of investment expenditure; solvency Il reporting;

* review of risk management framework, including risk appetite;

 careful monitoring of market conditions prior to and following the UK referendum and consideration of the implications of its result;
* understanding the EU Market Abuse Regulation;

* ORSA;

e discussion on capital position and dividends;

* cyber and cyber security;

* new acquisitions;

* review of developments in corporate governance and receipt of key legal and regulatory updates; and

* discussion of the outcome of the board evaluation and effectiveness review and agreement of improvement opportunities.
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Training, information and support

New directors will receive appropriate induction training when they join the board of Beazley plc. They will be asked to complete a
skills and knowledge assessment and the company secretary with talent management will arrange and coordinate the appropriate
training. There are a number of modules available to the directors which are regularly reviewed to ensure they meet best practice.
Where appropriate, mentoring will be provided to new directors by an external provider.

To enable the board to function effectively and directors to discharge their responsibilities, full and timely access is given to all
relevant information. In the case of board meetings, this consists of a comprehensive set of papers, including regular business
progress reports and discussion documents regarding specific matters. Directors have access to an electronic information repository
to support their activities. During 2016 the board continued to support the maintenance and development of Beazley’s information
security programme to address changing and emerging cyber security threats. All directors allocate sufficient time to the company to
enable them to discharge their responsibilities effectively. The terms and conditions of appointment for all the non-executive directors
set out the expected time commitment and they agree that they have sufficient time to meet what is expected of them.

There is an agreed principle that directors may take independent professional advice if necessary at the company’s expense,
on the basis that the expense is reasonable. This is in addition to the access which every director has to the company secretary.
The secretary is charged by the board with ensuring that board procedures are followed.

Board performance evaluation

Under the UK Corporate Governance Code, the board is required to undertake formal and rigorous evaluation of its own performance
and that of its committees and individual directors, and for this to be externally facilitated every three years. In 2015 an assessment
of the effectiveness of the board and its committees was externally facilitated by Deloitte LLP. The board considered the results

of the assessment and confirmed that there were no significant matters to be addressed. A self-assessment of the board and its
committees was carried out in 2016 as described in the nomination committee report on page 90.

Audit and internal control

The respective responsibilities of the directors and the auditors in connection with the accounts are explained in the statement
of directors’ responsibilities and the independent auditor’s report, together with the statement of the directors on going concern
in the directors’ report.

The board confirms that there is a continuous process for identifying, evaluating and managing any significant compliance issues
and risks facing the group. All significant known risks are captured in the Beazley risk register and monitored on a monthly basis.
The risk register and the related internal capital assessment process are subject to review, challenge and approval by the board.

ADUBUIIAOL)

The board agreed the 2016 risk appetite for the group at the end of 2015 and, throughout 2016, the board has considered and
acted upon the information presented to it in order to make risk based decisions against the 2016 risk appetite. Key components
of the risk management framework include monthly control self assessments and six monthly risk assessments, with ad hoc risk
assessments being conducted when required. These matters have been considered by the executive risk and regulatory committee
each month and the audit and risk committee and board quarterly. In addition, the board has considered the quarterly Own Risk
and Solvency Assessment report in the past year. This risk management framework has provided the board with an ongoing
process for identifying, assessing, monitoring and managing the risks to the company, and accords with the UK Financial
Reporting Council’s ‘Guidance on Risk Management, Internal Control and Related Financial Business Reporting’.

The board is responsible for the group’s system of internal control and for reviewing its effectiveness. However, such a system
can only provide reasonable, not absolute, assurance against material misstatement or loss. The system is designed to manage,
rather than eliminate, the risk of failure to achieve business objectives within the risk appetite set by the board.

SJUOWILIS [RIOURUL]
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Statement of corporate governance continued

The key procedures that the board has established to ensure that internal controls are effective and commensurate with a group
of this size include:
» day-to-day supervision of the business by the executive directors;
* review and analysis by the various group committees of standard monthly, quarterly and periodic reporting, as prescribed
by the board;
* review of financial, operational and assurance reports from management; and
* review of any significant issues arising from internal and external audits.

The board therefore confirms that it has, during 2016, revi