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ALIT (No 5) LIMITED

DIRECTORS’ REPORT

The directors present ther annual report, and the audited financial statements for the year ended 31 December 2009
Principal activity

The Company Is a corporate member of the Society of Lioyd's and underwrote on Lioyd's syndicates

Review of the business

ALIT (No 5} Limited 15 a corporate vehicle that was formed solely to underwnte on Lloyd's syndicates from the
commencement of the 1994 underwnting year

Curing 1€98 the decision was made that all fulure underwriting woutd concentrate on syndicates managed by the Chaucer
group and would be undertaken by ALIT (No 1) Limited The results of the Company during 2008 represent the results
reported by syndicates wirch have now reinsured 10 close, n which the Company had participations

Principal risks and uncertainties

Following the rensurance to close of the Company's underwriting participations the nsks and uncertaniies have
significantly reduced The remaining principle nisks and uncertanties are shown below

Credit risk

The Company s assets consist manly of intra-group debtors The recoverabiity of these balances 1s assessed each year
as part of a group wids exercise

Results and dividends

The profit for the year afier taxation atinbutable 1o shareholders was £52,495 (2008 £124,468) The drectors do not
recommend payment of a final dvidend {2008 £nil} and no dividends were paid dunng the year (2008 £l

Directors and their mterests

The drrectors who served throughout the year ended 31 December 2009 are set cut below, showing ther date of
appoiniment and resignation where appropriate No director had any interest in the voting share capital of the Company at
any time during the year

M C Camillo

K D Curlis

£ H Gilmour {resigned 31 December 2009)
D J Wills {appointed 28 January 2010)

Company Secretary

A J Goodenough (appointed 14 August 2009)

Going concemn

Having taken into account the nisks and uncertainties and the performance of the business as disclosed in the Report of
the Directors and making sutficient enquwnes, the directors have a reasonable expectation that the company has adequate

resources to continue In operational existence for the foreseeable fulure  Accordingly, they continue 1o adopt the going
concern basts on preparing the annual report and accounts




ALIT (No §) LIMITED

DIRECTORS’ REPORT (continued)

Directors’ Indemnity

Chaucer Holdings PLC has continued to mantain a Directors & Officers insurance policy for all group companies, which
was in place throughout the year ended 31 December 2009 During the year and up te, and including the date of approval

of this report, the Company's articles provided a qualifying third parly indemnity to the Company’s directors and officers

Statement of disclosure of information to Auditors

Each person who 1s a director at the date of approval of this report confirms that

= so far as the drector 15 aware, there 1s no relevant audid miormation, being iniormation required In connection with
auditors’ report, of which the company’s auditor 1s unaware, and

« he has taken all the steps that cught to have been taken in order io make himself aware of any relevant audit
information and 1o establish that the company's auditor 1s aware of that information

This confirmation 1s given and should be interpreted in accordance with the provision of section 418 of the Companies Act
2006

Audttors

Ernst & Young LLP are deemed to be reappointed in accordance with section 485 of the Companies Act 2006 Therefore,
Ernst & Young LLP will remain as auditor to the Company

By order of the Board

J Goodenough

Elary
Plantaiion Place

30 Fenchurch Street
London EC3M 3AD
24 Septernber 2010




ALIT (No 5) LIMITED

STATEMENT OF DIRECTORS’® RESPONSIBILITIES

The directors are responsible for preparing the annual report and the financial statements in accordance with applicable
law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the directors
have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting
Practice {United Kingdom Accounting Standards and applicable law} Under company taw the directors must nof approve
the financial statements unless they are sansfied that they give a true and farr view of the state of affairs of the Company
and of ithe profit or loss for that pentod In preparing those financial statements, the Directors are required to

¢ select sutable accounting policies and then apply them consistently,
» make judgments and estimates that are reasonable and prudent,

» state whether applcable UK Accounting Standards have been followed, subject to any maierial departures
disclosed and explaned in the financial siatemenis, and

« prepare the financial statements on the going concern basis unless 1t 1S inappropnate 1o presume that the
company will continue 1IN business

The drectors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial pesition of the Company and
enable them to ensure that the financial statements comply with the Companies Act 2008 They are also responsible for
safeguarding 1he assets of the Company and hence for taking reascnable sieps for the prevention and detection of fraud
and other inmegulanties

‘A J Goodenough — / /
Compw‘

Plantat®n Place /
30 Fenchurch Street
London. EC3M 3AD
24 September 2010




ALIT (No 5) LIMITED

INDEPENDENT AUDITORS REPORT TO THE MEMBERS OF ALIT (No 5) LIMITED

We have audited the financial statements of ALIT {No 5) Limited for the year ended 31 December 2009 which comprise the
Profit and Loss Account, the Balance Sheet and the related notes 1 to 11 The financial reporting framework that has been
applied in ther preparation 1s applicable law and Unrted Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounting Practice}

This report 15 made solely 1o the Company's members, as a body, in accordance wiith Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the Company's members those
matters we are required to state to them in an auditor's report and for no other purpose To the fullest extent permitied by
law, we do not accept or assume responsibilty to anyone other than the Company and the Company’s members as a body,
for our audit work, for this report, or for the opinions we have formed

Respective responsibilties of Directors and auditors

As explained more fully In the Directors’ Responsibilities Statement set out on page 4, the direciors are responsible for the
preparation of the financial statements and for being satisfied that they gve a true and farr view Our responsibility 1s 10 audn
the iinancial staiements in accerdance with applicable law and International Standards on Auditing {UK and Ireland) Those
standards require us to comply with the Audiing Practices Board's {APB's) Ethical Standards for Auditors

Scope of the audit of the financial statements

An audt nvolves obtaning evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal misstaterment, whether caused by fraud or error
This includes an assessment of whether the accounting policies are appropnate to the Company's crcumstances and have
been consistently appled and adequately disclosed, the reasonableness of significant accounting estimates made by the
directors, and the overall presentation of the financral statements

Opimion on financial statements
In our opinton the financial statements
* Qe a true and far view of the state of the Company's affars as at 31 December 2009 and of #s profit for the year
then ended,
* have been properly prepared in accordance withy United Kingdom Generally Accepted Accounting Practice, and
« have been prepared in accordance with the reguirements of the Comparnies Act 2008

Opmion on other matters prescnbed by the Companies Act 2006
In our oprion the information given n the Directors’ Report for the financial year for which the financial statements are
prepared 15 consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following mattars where the Companies Act 2006 requires us to report 10 you If,
In our OPINIoAN

= adequate accounting records have not been kept, or returns adequate for our audt have not been receved from

branches not wisited by us, or

« 1he financial statements are not In agreement with the accounting records and returns, of

* certain disclosures of directors’ remuneration specified by law are not made, or

 we have not received all the information and explanatrons we requirg for our audit

Angus Millar (Senior statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor

London
24 September 2010




ALIT (No 5) LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2009

Notes

Technical account - general business
Earmed premiums, net of reinsurance
Gross premiums written 2
Qutward reinsurance premiums
Net premiums written
Change In the provision for unearned premums
- gross amount
- rensurers” share
Change in the net provision for uneamed premums
Earned premiums, net of rensurance
investment return transferred irom the non-technical account
Claims incurred, net of reinsurance
Clams patd
— gross ameunt
- reinsurers’ share
Net clams paid
Change i the provision for claims
— gross amount
- rensurers’ share
Change in the net provision for claims
Claims incurred, net of reinsurance

Gross operaling expenses 2,3

Balance on the technical account for general business

2008 2008

- 186,809

- 186 809

186,809

. 244

- 187,053




ALIT (No 5) LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2009

Notes
Non-technical account
Balance cn the general business technical account
Other charges
Profit on ordinary activiies bafore taxation a4
Tax credit/ {charge} on profit on ordinary actraties 6

Profit on ordinary activities after taxation and retaned profit for
the year

All operatons of the Company are discontinued

The Company had no recognised gains or losses for the current and previous years other than those included in the profit

2009

52,495

52,495

2008

187,053
{4,580}

182,473

(58,005)

124,468

and loss account above and therefore no separate statement of total recognised gains and losses bas been presented




ALIT (No 5) LIMITED

BALANCE SHEET AS AT 31 DECEMBER 2009

Notes
ASSETS
DEBTORS
Amounts due from group undertakings
TOTAL ASSETS
LIABILITIES

CAPITAL AND RESERVES
Called up share capital 8

Profit and foss account 9

Equity shareholders' funds 9

CREDITORS

Amounis due to group undertakings
Other creditors 7

TOTAL UABILITIES

2009

230,818

230.818

2
213,533

213,535

10,318
6,965

17,283

230,818

Registered number 2859409

2008

230818

230,818

2
161,038

161,040

69,778
69,778

230,818

The financial statements were approved by the Board of Directors on 24 September 2010 and were signed on its behalf by




ALIT (No 5) LIMITED

NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2009

1

(@

o)

Principal accounting policies
Basis of preparation

The financial statemerts are prepared in accordance with the provisions of Section 396 of the Comparies Act 2006
and Schedule 3 of the Large and Medium-sized Companies and Groups (Accounts and Reporis) Regulations 2008
The financial statements have been prepared in accordance with applicable United Kingdorn accounting standards
and under the histonical cost accounting as modified by the revaluation of investments The Company has adopted
all maternal recommendations of the Statemeni of Recommended Practice on Accountng for Insurance Business
1ssued 1n December 2005 (as amended in December 2006}, by the Association of British Insurers (the ABI SORP)

Until 1998, the Company underwrote insurance business as principa! through 1ts participations in Lloyd's syndicates
under the terms of agency agreements entered into each year with the syndicales’ managing agent These
agreements give control te the managing agent of the conduct of the underwnting and the Company has no access
to those funds which are controlled by the syndicates These are disclosed separately in the balance sheet  Duning
1998 the decision was made that all future underwriing would be undertaken by ALUT (No 1) Lymited a group
company

The technical account represents the Company’s participations on syndicates for the 1898 year of account as
reported for the year ended 31 December 2009 (1998 year of account as reported for the year ended 31 Decemnber
2008) The amounts included In respect of participations on syndicates are based on syndicate returns which have
been audited by the syndicates’ audiiors Ths information supplied by the syndicates which has been used in these
accounts 1s based on syndicate data as at 31 December 2009

Transactions entered into directly by the Company, are reported in the non-technical account

Going concern

Having taken nto account the nsks and uncertanties and the performance of the business as disclosed in the Report
of the Directors and making sufficient enquines, the direclors have a reasonable expectation that the company has
adequate resources to continue in operational existence for the foresesable future  Accordingly, they cortinue to
adopt the going concern basis on preparng the annual report and accourts

Exemption from preparation of cash flow statement

The company 15 exempt from prepanng a cash flow statement as it 1s consolidated within the financial statements of
the Chaucer Group whose accounts are publicly avaiable

Underwriting transactons

The results for all classes of business in respect of participations on syndicates have been determined on an annual
basis whereby the incurred costs of clams commission and relaied expenses are charged against the earned
proportion of prermums, net of reinsurance as follows

(d  Premiums wiritten compnise the premiums on contracts incepting in the financial year, together with any
differences between booked premwums for prior years and those prewously accrued, and nclude
estimates of prermiums due but not yet recevabie or notfied, less allowance for cancellations

() Rensurance premwms and any relaled reinsurance recoveries are accounted for N the same
accounting perod as the premiums for the related direct or inwards reinsurance business

() Unearned premiums represent the proportion of premiums writen n the year that relate to unexprred
terms of pelicies in force at the balance sheet date

{v)  Acguisition costs which represent commission and other related expenses, are deierred over the penod
n which the refated pohcies are earned

)  Clams incurred comprise clams and related expenses paid in the year and changes in the provisions for
outstanding clams, including provisions for clams incurred but not reported and related expenses,
together with any other adjustments to claims from prior years Where applicable deductions are made
for satvage and other recoveries




ALIT (No 5) LIMITED

NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2009

1
®)

)

Principal accounting policies (continued)
Underwriting transactions (continued)

fvi Clarms outstanding represent the ultimaie cost of settling all clams {including direct and indirect claims
sattlement costs} ansing from events which have occurred up to the balance sheet date, including
provision for claims incurred but not reporied, less any amounts paid in respect of those clams Claims
outstanding are reduced by anticipated salvage and other recoveries The ulimate ¢ost of oulstanding
clams 1s estimated by using a range of actuanal projection methods The pnmary sensitmity in these
methods 1s the assumption that past expenence i1s indicative of the final cuicome oi current business
and, where past experience 15 nsufficient, that market benchmarks are representative of the relevant
syndicate's own underwrting Significant delays can be expenienced in the notification and settlement of
certain claims, and accordingly the ultimate cost of such clams cannot be known with certainty at the
balance sheet date In particular, estimaies of technical provisions newvitably contain inherent
uncertainties because significant penods of tyme may elapse between the cccurrence of an insured |oss,
the reporting of that clam te the syndicates and the syndicate’s payment of the clam and the receipt of
rensurance recovenes Whilst the directors consider that the estimate of clams outsitanding 15 farrly
calculated on the basis of the information currently availlable to them, there 15 inherent uncertainty n
relation to the utimaie lability which will vary as a result of subsequent information and events and may
resuit in the eventual cost of setting these liabilities being higher or lower than the amount calculaied

{vi) Unexpred nsks provision Provision 15 made for unexpred nsks when, after taking account of
INvestment income, it 1s anticipated, on the basis of nformation avalable at the year end, thal unearned
premiums will be Insufiicient to meet expecied clams and related expenses of business in force at the
end of the year

Other accourtting policies
Taxation

The tax expense represents the sum of the tax currently payable and the movement In deferred tax recognised in the
penod

The tax currently payable 1s based on taxable income for the year Taxable profit dffers from profit on ordinary
activities as reported in the profit and loss account because it excludes tems of Income or expense that are taxable
or deductible in other years and it further exciudes items that are never taxable or deductible The Company's lability
for current {ax 1s calculated using 1ax rates applicable at the balance sheet date

Deferred taxation 1s provided in full on trming differences that result n an obligation at the batance sheet date to pay
mora tax, or a nght to pay less tax, at a fulure date, al rates expected to apply when they crystalise based on
current tax rates and law Timing differences anse from the inclusion of items of Income and expenditure in taxation
computations In penods different from those in wihich they are included In financial statements Deferred tax assels
are recognised to the extent that it 1S regarded as more likely than not that they will be recovered Deferred tax assetls
and liabiliies are not discounted

Gross operating expenses
Operating expenses are recognised on an accruals basis They include the Company’s share of syndicale

operating expenses, the remuneration payable to managing agents and the costs of membership of Lloyd's and
other expenses attributable to the Company's underwriting

10




ALIT (No 5) LIMITED

NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2009

1

Principal accounting policies (continued)

Foreign currencies

Transactions and non-moenetary assets and liabiliies in foreign currencies, including deferred acquisiion ¢osts
and unearned premiums, are recorded In stering at monthly average rates prevaling at the tme of the
transaction Monetary assels and labilities are translated into sterling at the rates ruling at the balance sheet date
Translation differences are dealt with in the profit and loss account

Firancia! investments

Al investments are measured at bid pnce which 15 determined using published gquotations of each security
Realised and unrealised gains and losses arnising from the change in bid value are included In the proft and toss
account in the penod in which they arnse

Investment returm

Investment return comprises all investment income, realised nvestment gains and losses and movements N
urvealsed gans and losses net of investment management fees Dividend income 18 recognised when the
shareholder's nght to recewve the payment 1S establshed Investment income comprises interest recevable,
which 1s vaiued using the effective interest rate method

Alfocation of investment retum

All investment return s nitially recognised In the non-technical account An allocation of investment return 18 then
made from the non-technical account to the technical account based on an estimation of the investment return
on nvestments supporting the general nsurance technical provisions In the drectors’ opinion, the entire
nvesiment return 1n 2008 arose from Investments supporing the general insurance technical provisions
Consequently, the entire investment returns in 2008 have been allocated (o the technical account

Syndicate participations

Assgets and habilities nclude an aggregation of the proportion of assets and liabities of each syndicate in which the
Company paricipates Those assets are held subject tc the indwidual syndicate trust funds and the Company
cannot obtain or use them until such time as each syndicate underwning year 1S closed and profits are distributed,
or an advance profit release 15 made

Provisions and contingencies

Provistons are recognised when the Company has a present legal or constructive obligat:on as a result of past
events, and i1 1§ probable that an cutflow of resources will be reguired to settle the obligation and a reliable
estimate of the amount can be made Where a reimbursement 15 expected, thus s recognised only when it 1s
virtually certain that the rembursement will take place, and of the amount to be reimbursed

Contingent liatuities are liabilities that represent a possible obligatton ansing from a past event whose existence is
dependent ¢n one or more uncertain future events not within the control of the Company, or a present obligation
that arses from past events but 1s nct recognised because 1t 1s not probabie that an outflow will be required to
settle the obligation or the amount of the oblgation cannot be measured with sufficient reliability

Contingent habilities are not disclosed where the Iikelhood of the uncertain future event 15 remote, unless ihe
disclosure of the contingent abmiity adds clanty to the financial statements

Contingent assets, which relate to possible assets and depend on the outcome of uncertain future events are
not recognised Such an asset 1s disclosed only where the inflow of economic benefit 1s probable

11




ALIT (No 5) LIMITED

NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2009

2 Segmental analysis

Year ended 31 December Gross Gross Gross Gross Net
2009 premiums  premiums clams operaling Rensurance technical
written earned incurred expenses balance Total ProvisSIONS
£ £ L £ g £ £
Marnine, Aviation & Transporn - - - - - -
Property - - - - - - .
Liabihty - - - - - - -
Credit and suretyship - - - - - - -
Cither - - - - - - -
Total direct - - - - R _ ;

Reinsurance accepiances - - - - - - -

Total - - - - - - -
Year ended 31 December Gross Gross Gross Gross Net
2008 premiums  premiums clams operating Reinsurance technical
written earned ncurred expenses balance Total provisions
£ £ £ £ £ £ £
Marine, Aviation & Transport - - - 63 - 63 -
Property - - - - - - -
Liability - - - 6 - 6 -
Credit and suretyship - - - 2 - 2 -
Other - - 186,809 8 - 186,817 -
Total direct - - 186,809 79 - 186,888 -
Reinsurance acceptances - - - 165 - 165
Total - - 186,809 244 - 187,053 -

12




ALIT (No 5) LIMITED

NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2009

3 Gross operating expenses
2009 2008
£ £
Exchange adjustment loss - 244
4 Profit on ordinary activities before taxation

There were no staft costs incurred by the Company during the year ended 31 December 2009 (2008 i} The
Company has no employees {2008 nil)

The auditors’ remuneration for the current year £5,000 and previous (£5,000) financial years has been borng by
the ultmate parent company, Chaucer Holdings PLC

The profit on ordinary actvities before taxation was determined after deducting other charges of £nil (2008
£4,580), which represents manly Lioyd's charges
5 Directors’ emoluments

During the year ended 31 December 2009 none of the directors recewved any emolumenis for therr services to
the Company (2008 £nil)

13




ALIT (No 5) LIMITED

NOTES 'O THE FINANCIAL STATEMENTS - YEAR LNDED 31 DECEMBER 2009

6

Taxation

(a) Analysis of tax charge in the ysar

2009 2008

£ £

UK corporation tax at 28% {2008 28 5%} - (59,928}

Adjustment in respect of previous periods 52,495 (807)

Double taxation refref - 5

Total current 1ax 52,495 (60,730)
Deferred tax

Deferred tax taken to profit and loss account {note 10) - 2,725

Total deterred taxation {(note 10) - 2,725

Tax on profit on ordinary activities 52,495 {58,005)

) Factors affecting the tax for the current year

The tax assessed for the year 15 lower (2008 higher} than that resulting from applying the standard rate of
corporation tax in the UK 28% {2008 28 5%) Oiher differences are explained below

2008 2008

£ £

Profit on ordinary actwvities before ax - 182,473

Tax at 28% (2008 28 5%;) thereon - (52,005)
Effects of

Tax on closed year profits - (7.923)

Adustment to tax charge in respect of previous periods - (807)

Prior year group relei surrendered for no consideration 52,485 -

Double taxation rehef - 5

Current tax credi/(charge) (6)) 52,495 {60,730)

An announcement was made by the UK Government in the Emergency Budget on 22 August 2010 that
legislation 1s to be introduced In Finance Bill 2011 1o reduce the man rate of corporation tax from 28% 1o 27%
with effect from 1 April 2011 11 1s also intended to reduce the rate further by 1% per annum falling to 24% with
effect from 1 Aprid 2014 In addition, it was also announced that the rates of capital allowances are to be reduced
from 1 Apnil 2012

The drectors estimate that the effect of these changes wilt have no iImpact on the company's deterred tax

14




ALIT (No 5) LIMITED

NOTES TO THE FINANCIAL STATEMENTS - YEAR ENDED 31 DECEMBER 2009

10

11

Other Creditors
There were other creditors of £6,965 in the year (2008 £69,778) relating to taxation

Called up share caprtal

2009 2008
£ £
Allotted, called up and fully paid
2 ordinary shares of £1 each 2 2
Reconciliation of movements in shareholders’ funds
Total
Profit and shareholder
Share loss s funds
capital account £
£ e
Balance as ai 1 January 2009 2 161,038 161,040
Profit for the year - 52,465 52,485
Balance as at 31 December 2009
2 213,633 213,535
Deferred taxation
2009 2008
£ £
The movement on deferred taxation comprises
Liabihity at start of year - (2.725)
Credit to profit and loss account (note 6 (a)) - 2725

Liabiity at end of pernod -

Ultimate parent company

The immediate parent undertaking 1s ALIT Underwnting Limited, a company ncorporated in Great Britan and
registered in England and Wales The ulimate parent company, controling party and only group entity that
prepares consoldated financial statements 1s Chaucer Hoidings PLC a company incorporated n Great Britain
and registered n England and Wales Copies of the consolidated financial staterments may be obtaned from the

registered office at Plantation Place, 30 Fenchurch Street, London EC3M 3AD

Advantage has been taken of the disclosure exemptions In FRS 8 not to separately disclose related party
transactions with other group companies, where that company 18 wholy owned by a member of tha Chaucer

Holdings PLC group

15




