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Hampden
REPORT OF THE DIRECTORS

The directors present their report and financial statements for the year ended 31 December 2006

Principal actuvities

The principal activity of the group 1s that of an insurance management services provider together wath the provision of
company secretanal adrmunustration and legal support services

Business review and future developments

On 29 June 2006 Hampden Insurance Group BV acquired the share capital of NV Algemene Verzekening Maatsschappy “De
Zee”, a Dutch Insurance Company 1n run-off Management intend to merge N V Schaderverzekenngsmaatsschappy Maaslloyd
with NV Algemene Verzekering Maatsschappy) “De Zee” i 2007

On 1 January 2005 a group reorganssation took place The entire 1ssued share capital of Hampden Legal Ple, a group company,
was transferred to Hampden Holdings Lumuted, and the Company acquured the entire wssued share capital of Hampden
Insurance Group Limited, Hampden Group Management Limited, and each of their respective subsidiary undertakings

On 19 March 2004, Lakewood Insurance Company Limuted, a wholly owned subsidiary, receved approval to enter mnto a
solvent scheme of arrangement with 1ts insurance creditors The scheme was successfully completed during July 2005 and with
effect from 1 September 2005 the company s no longer authonsed to act as an insurance company

On 23 July 2004, AA Mutual Internattonal Insurance Company Limuted, a wholly owned subsidiary of the company, appled for
and was granted an adminstraton order Since this date the company has been managed by the appointed admunustrators and
remains 1n admmstration at the date of this report, and therefore the results of the company are not consolidated within these
financial statements

On 31 December 2004, the company formed a new wholly owned subsidiary company in The Netherlands, Hampden
Insurance Group BV On this date, wath the permussion of the Dutch msurance regulator, the ownership of the company’s two

wholly owned Dutch companies, Hampden Insurance NV and NV Schaderverzekerngsmaatsschappy Maaslloyd, was
transferred to Hampden Insurance Group BV

The directors consider the group to be in a good position to take advantage of future opportunities

Results and dividends

The results of the group for the year ended 31 December 2006 are set out in the financial statements on pages 7 to 33
Attention 15 drawn to note 16 in respect of the deciston of the directors not to consolidate the financial statements of Hampden
Insurance NV

The directors do not recommend the payment of a dividend (2005 £Nii)

The profit for the year after taxanon and dividends has been transferred to reserves
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Hampden

REPORT OF THE DIRECTORS
{continued)

Directors

The directors set out below have held office dunng the whole of the penod from 1 January 2006 to the date of this report
unless otherwise stated

TPC Olver

C G Camroux-Oliver

MW Gerard

TA E Kalmeborg (resigned 18 October 2006)
KW Haddon {resigned 13 March 2007)
CJ Rudgwell

TPC Olver, CG Camroux-Oliver, and M W Gerard are directors of Hampden Holdings Limuted

As permutted by statutory instrument, the Register of Directors’ Shareholdings maintained by the company does not include
details of any shareholding of directors who are also directors of the company’s ulumate parent company, Hampden Holdings
Limsted The directors’ interests in the shares of the ultimate holding company are disclosed m the anaual report of that
company

Financial risk management

The group’s operatons expose it to a number of financial risks that mclude changes in debt and equity market poces, credit
nsks, hquidity nisk and interest rate nsk The board has reviewed the nsks posed to the group from these sources, however,
given the size of the group the directors have not delegated the responsibility of monutoring financial risk management to a sub-
commuittee Where appropuate, financial r1sk polictes arc set by the board’s of the subsidiary companies and implemented by the
group’s finance department In the opimon of the board the materal financial nsks to the Company are himited to the
recoverability of debtor balances, the payment of creditor balances and mantenance of cash balances The directors have
reviewed the recoverability of debtor balances and are satisfied that they are recoverable The directors have reviewed the likely
payment pattern of creditors and are satsfied that these can be paid from cash balances or from payments due from debtors
The directors are satsfied that the company rumimuses any credit or hquidity nisks by holding cash balances only with UK
regulated banks

Chantable Donations

Dunng the year, chantable donauons of £375 (2005 - £302) were made by the group

Auditors

The audirors, Seymour Taylor, have indicated their willingness to continue in office and a resolution to reappount them will be
proposed at the annual general meeung
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REPORT OF THE DIRECTORS
(contnued)

Statement of directors’ responsibilities for the financial statements

The directors are responstble for preparing the Annual Report and the financial statements m accordance with applicable laws
and regulations

Company law requires the directors to prepare financral 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
{Uruted Kingdom Accounung Standards and applicable law) The financial statements are required by law to give a true and far
view of the state of affairs of the company and of the profit or loss for that pertod  In preparing these financial statements, the
directors are required to

select suitable accounting policies and then apply them consistently,
make judgements and estimates that are reasonable and prudent,
follow applicable accounting standards, and

prepare the financial statements on the going concern basis unless it 15 mappropnate to presume that the company will
continue 1 business

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any ame the
financial position of the company and to enable them to ensure that the financial statements comply with the Companies Act
1985 They have general responsibilities for taking such steps as are reasonably open to them to safeguard the assets of the
company and to prevent and detect fraud and other wregulaniies

In so far as the directors are aware,

® there 15 no relevant audit nformanon of which the company’s auditor 15 unaware, and

o the directors have taken all steps that they ought to have taken to make themselves aware of any relevant information and to
establish that the auditor 15 aware of that information

Approval

The teport of the directors was approved by the Board on 2% July 2007 and signed on its behalf by

Hampden Legal Plc
Secretary




Hampden Plc ¥$$

Hampden
INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF HAMPDEN PLC

We have audited the financial statements of Hampden Plc, for the year ended 31 December 2006, which comprise the
Consolidated Profit and Loss Account, the Consolidated Balance Sheet, the Company Balance Sheet, the Consolidated Cash
Flow Statement and the related notes These financial statements have been prepared under the histoneal cost conventeon and
the accounting policies set out therem

Thus report 15 made solely to the company’s shareholders as a body, 1n accordance with Secuon 235 of the Compantes Act 1985
Cur audit work has been undertaken so that we mught state to the company’s shareholders those matters we are requured to
state to them in an audstors’ report and for no other purpose To the fullest extent permutted by law, we do not accept or
assume responsibility to anyone other than the company and the company’s shareholders as a body, for our audit work, for this
report, or for the opintons we have formed

Respective responsibihities of the directors and the auditor

As described in the Durectors’ report, the company’s directors are responsible for the preparation of the financial statements
accordance with applicable law and Unuted Kingdom Accounung Standards (Unuted Kingdom Generally Accepted Accounting
Practice)

QOur responsibility 1s to audit the financial statements mn accordance with relevant legal and regulatory requirements and
International Standards on Audiung (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared 1n
accordance wath the Companues Act 1985 We also report to you if, in our opinion, the Directors’ Report 1s not consistent with
the financial statements, 1f the company has not kept proper accounting records, if we have not recerved all the information and
explanations we require for our audtt, or if information specified by law regarding directors’ remuneration and transactions with
the company 1s not disclosed

We read the Directors’ Report and consider the implications for our report if we become aware of any apparent musstatements
11 1t Our responsibiliies do not extend to any other information

Basis of opinion

We conducted our audit i accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing
Practices Board An audit tncludes examunation, on a test basss, of evidence relevant to the amounts and disclosures n the
financial statements It also includes an assessment of the sigmificant esumates and judgements made by the directors m the
preparation of the financial statements, and of whether the accounung policies are approprate to the group and the company’s
crcumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtan all the informauon and explanauons which we considered necessary
order to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from matenal
misstatement, whether caused by fraud or other wrregularity or error In forrmung our opmnion we also evaluated the overall
adequacy of the presentation of information 1n the financral statements
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Hampden
INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF HAMPDEN PLC (continued)

OPINION

In our opinion the Ainancial statements
®  give a true and fair view, 1n accordance wirth United Kingdom Generally Accepted Accounting Pracnice, of the state of
the group’s affars as at 31 December 2006 and of us profit for the year then ended, and
¢ have been properly prepared in accordance with the Compantes Act 1985 applicable to Insurance Compantes and
* the informaton given in the Directors’ Report 1s consistent with the financial statements

Emphasis of Matter — going concern

In forming our opmion we have considered the adequacy of the disclosures made 1n note 1 to these financial statements
concerming the following uncertainties of subsidiary compantes within the group

1 In formung our optuon, we have considered the adequacy of disclosures made in note 1 & 13 to the financial statements
of Communuty Remnsurance Corporation Limited on pages 10, 16 & 17 concerning the amount provided in respect of
potential clums relaung to losses m respect of asbestos, pollution and other latent clams and the consequences of
substantial varianons therein As explaned 1 note 1 & 13, Community Remsurance Corporation Limuted’s ulumate
lLiability wnll vary as a result of subsequent information and events and may result in matenal adjustments to the amounts
provided

Hawing regard to the net asset position of the company, should the adjustments anising from these wherent uncertanties
be substannally 1 excess of the amounts provided, the going concern basis of preparanon of the financial statements
may not be approprate As described 1n note 1 & 13, adjustments would have to be made to the financial statements in
those crcumnstances and such adjustments could be maternal

In view of the adequacy of the disclosures in respect of these matters we have not qualified our opinton
Agreed departure from FRS 2

Attention 1s drawn to the reference 1n the directors’ report and note 16 to the financial statements m respect of the non
consolidation in these financial statements of Hampden Insurance NV, a Dutch company, acquired dunng 2001 The directors’
treatment of these financial statements does not comply with a strict interpretation of FRS 2 We agree with their departure
from this regutanon on the grounds of truth and fauness of these consoldated financial statements, parucularly taking into
account the cost of the investment and the groups maximum kability thereto

Seymour Tay
Chartered Accountants
Registered Audstors

57 London Road

High Wycombe
Buckinghamshure
HP11 1BS

Dae )L July2007
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Hampden
INSURANCE COMPANIES TECHNICAL ACCOUNTS
for the year ended 31 December 2006
; 2006 E 2005
|General Business Note £ £ £ £l
|Gross premums watten _ e O
! - wntnuing busmess 28,816 4,529
'{ - disnoontinued business - ] {151,907) !
1 ] - | TTmsie] (41,378
| Qutwards reinsuranee premmums ! !
- continung business (26,054) 1 (6,464) !
- dismntnued business - 58,083
(26,054) | | ! 51,619
Net premiums wntten ] N D ______:_ o ,_i_ _ N
- onunuwmng busmess 2,762 ‘ (1,935) ,
- dismntnued business - | (93,824 |
_ 2,762 | (95.759) |
Other technical mwme 3,958 | | 33,831
|
Total technical income o sy oe20 | (61,928)
Claims pad - gross amount |
- onunuing busmness 2,520,768 2,026,260 }
- dismntinued business - 321,251 |
2,520,768 2,347,511
L o - rensugers share — . I R e
- onunwng busmess (2,396,452) (1,893,448)
- dismntunued business - s (5,082) '
l T @Ay || (1,898530)
- net of rainsumna '
- ontnuing business 124 316 L 132812}
- discontinued business - I 316,169 ! i
124,316 448 981 !
Change in provision for daims |-gross amount e
- wnunwng business (2,017,310) 5,754,774 |
- disaontinued business - i (3,419,620) i
[@e30) | [ 1 2335154]
- remsurers share |
- monunung business 1,919,982 (5,564,801) |
- discontinued business . - 512,648 : ]
! 1,019,982 | (5,052,153)
- net of remsuranc !
- mntunung business (97,328) | 189,973
- disontinued business - | {2,906,972)
oy o ensesy 0 (2716,999) |
Claum » inaurred net of reinsurance i
- @nunuing busmess 26,988 322,785
- dis;onunued business -4 | (2,590,803)_
4 26,988 ] (2,268,018)
Other technical dharges 68,726 ! 256,931
Total charges 95,714 { (2,011,087)_|
|
i ] (88,994). 11,949,159
'Management charges 354,490 | 396,114
} |
'Balance on the technical account i b gl 268496 £ 2345273 |

The notes on pages 12 to 33 form part of these financial statements
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Hampden
CONSOLIDATED PROFIT AND LOSS ACCOUNT
for the year ended 31 December 2006 o o
o ] L 2006 __ 1 2005 __
Note £ £ ; £ £
I
i i | — - -
Turnover from operanons 7 i J
H |
Commeraal acavines 2,493,015 1,003,807
Balance on the techmal aaounts ‘ _ 2654960 | 2,345,273,
* ! 2,758,511 4,249,080
Administranve expenses I N DO 1,447.0401 _ [ _ _ 5,057,877]
t i d
_Operaung profit/(loss) from operauons 10 | 1,311,471 : (808,797);
! : |
H i |
|Gamns from the dissolution of a subsidiary M ! 1,587,129 i S R
ilnvestment Income 8 530,280 881,902 |
[nterest recaivable 9 18,491 8173 |
Interest payable and simdacrcharges 1 | _ (32187} (33,234 B ]i
| 2,103,713 856,841,
Profit on ordinary acuvities before taxanon 3,415,184 48,044
i
,Tax on profit on ordmnary acivities 13 (142.192)| {33,741)]
1 |
i J
iReta.lned profit for the financialyeac {22  } _ £ 3,272,992 £ 14,303
| !

All the actvities of the group are classed as conunung, except as shown in the Insurance Companues technucal accounts
The group has no recogrused gains or losses other than the results for the year as set out above

The profit for the year has been calculated on the hustonical cost basts

The notes on pages 12 to 33 form part of these financal statements
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Hampden
CONSOLIDATED BALANCE SHEET
as at 31 December 2006 R o
\ ] 2006 _ ' 2005
) Note £ £ £ £ ]
1
I _ . [ S U S AN U U
Fixed assets
Intangble assets 14 . '
Goodwll - negatrve B (263,091) | (627,355)
Goodwill - posiuve - ! 20,780
(263,091) . (606,565)]
Tangible avsets 15 9,870 ] E 21,824
lnvestments 16a 7.775,318 L 7,052,174
7,522,097 | 6,467,433
t
Current assets B S ____..__..__!_____ o
Debtors falling due within one year L 18 9078740, | ___ _§,%3,0225___“_ _ .
Cash at bank and in hand 6,080,559 6,901,526
15,165,299 14,964,555
Creditors 4 _ B o .
Amounts faling due withtn one year 20 10,947,658 11,009,837
WNet current asscts — 4,217,6:1? i 3,?);4_,71§
| Total assets less current habilites 11,739,738 ] 10,422,151}
Provisions for habilites and deferred charges | | | [ "~ e o o
Outstanding daims 5 4,588,704 | 4912541
(Netassets & - — A mF T T Taasiesal ] 5509610
|Capatal and reserves I N Y A SR o ____i__ ]
Called up share apital 21 2,484,152 2,484,152
Profit and loss acomunt 22 L 4,666,882 _ | 3,025,458
|
| Equuty shareholders' funds 23 £ 7,151,034 £ 5,509,610
|

The finghcial statements were approved by the board on [y July 2007 and signed on 1ts behalf by

T.P.C Oliver

Duirector

The notes on pages 12 to 33 form part of these financial statements
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Hampden

COMPANY BALANCE SHEET
as at 31 December 2006 o o o
i N 1 2006 | | ' 2005 _|
: Note £ L . £
: i
i e
Fixed assets E
i .

Tangible assets 15b 6,256 ‘r 14,641
{Investments - subsidiary undertalangs 16b 904041 1 o 90,404/
'Investments - other investments - | -
I 96,660 ! 105,045
| I A B R R
|Current assets |
f I
' I
'Debtors falling due within one year 18 7,752,420 8,515,004|
!Cash at bank and 1n hand 498,981 767,828/
| — - -
| |
! 8,251,401 9,242,832
|Credators e -

a ]

"Amounts falling due within one year 20 5,905,200 7,700,992
] |
"Net current assets 2,346,201 1 1,541,840
| !

"Total asscts less current iamhiues 2,342,861 | 1,646,885
L N o L o ) f
g _ I
\Net assets 2,442,861 | 1,646,885
i

Capital and reserves B -

Called up share apital 21 2,484,152 2,484,152

Profit and loss acount 22 (41,291) ] o {837,267}

|

Equaty shareholders' funds 23 £ 2,442,861 £l 1,646,885
.. I I

The financial statements were approved by the board on

TP C Ohlver
Durector

The notes on pages 12 to 33 form part of these financial statements

2} July 2007 and signed on its behalf by

10
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Hampden
CONSOLIDATED CASH FLOW STATEMENT
for the year ended 31 December 2006
l T " 2e0s "1 " 2008
L Note £ £ £, £
l —_— e - —_ - e — e ————
1
Net cash inflow / (outflow) from operanng 28 e {657,344) ; {1,726,424)
acuvities !
|
Interest recaved 637,368 616,891
Finance lease interest paid - -
Bank interest paid (2,947) (6,596) !
Othertnterestpaad L (29,240) _ {26,638) o
605,181 f 583,637
Taxauon
- SRS NN [ A
Revered 144 58,496
Pad {149,169) |
(149,025) g 58,49|
Capital expenditure and financial investment _ ! _
|
Purchase of tangible fixed assets - (13,'1’35)l
- - - - SR N e . {13.735)
|Acquisinons and disposals :
(Purchase) / disposal of investments (965,397) 6,043,050,
t(Purchase) / disposal of subsidianes . 1 (334,706) ) 722258
Cash aaquired with subsidiary 686,324 -
(613,779) _ 2320793|
Increase / (decrease) 1n cash (814,967) e 1222789
L

The notes on pages 12 to 33 form part of these financial statements

11
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Hampden

NOTES TO THE FINANCIAL STATEMENTS
31 December 2006

1

BASIS OF PREPARATION

The financial statements of Hampden Insurance Group Limited’s subsidiary companies have been prepared on a run-off
basis whuch the directors believe o be approprate given the group’s circumstances

In the event of any sigruficant adverse adjustments becorming necessary, the future of the subsidiary companies, 1n the
absence of other funding, would be uncertain

For detads of subsidiary company (note 16) fundamental uncertainues, please see individual financial statements, which
can be obrained from the address shown on page 1

ACCOUNTING POLICIES

The following accounung policies have been applied consistently in dealing wnth 1tems which are considered matenal in
relauon to the group’s financial statements

Basis of accounting

The financial statements have been prepared 1n accordance with applicable accounnng standards and under the histonical

cost accounting rules The financial statements have also been prepared in complance with the revised Statement of
Recommended Practice 1ssued by the Associanon of British Insurers

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the company and 1ts subsidiary undertakings
as at 31 December except for Hampden Insurance NV and its subsidiary company Sampo Real Estate Limuted, the larter
of which was dissolved dunng the year (see note 16) The results of subsidianes acquired or disposed of during the year
are included from, or up to, the date of acquusiton or disposal

Durning 2005 the Group was re-orgamsed and 1n accordance with the condinons of FRS 6 *Acquisitions and Mergers’ this
re-organisation was accounted for using ‘Merger Accounting' Such treatment provides that no addiional goodwill 1s
created on re-orgarusation Further, the Group s accounted for as if the new organisation had been in place throughout
the year, and prior year figures re-stated to reflect the new organisational structure

Goodwill and amortisation

The assets and habihnes of companies and business acquired by the group are inchided in the accounts at their fair value
to the group The differences between the considerauon paid and the farr values of net assets acquured represents
goodwill Amortisaton of goodwill 1s calculated so as to write off the cost of an asset less its residual value over the useful
econormuc life of that asset as follows

Positive goodwnll 20%
Negative goodwil ~ 20%
The directors regularly carry out impatrment reviews of goodunil

Turnover

Turnover represents the aggregate amount {excluding Value Added Tax) of brokerage and fees receivable for financial and
management services and rent recervable

12
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Hampden

NOTES TO THE FINANCIAL STATEMENTS
31 December 2006

2 ACCOUNTING POLICIES (contnued)

Premiums

All premiums included 1n the techmeal account comprise amounts due durning the financil year 1n respect of contracts
that commenced in earlier years

Qutwards reinsurance premiums are accounted for in the same accounung penod as the premmms for the related direct
or inwards reinsurance bustness bemng reinsured

Unearned premiums

For business accounted for on an annual basis, the proportion of the premiums wnitten 1n a year relating to the penod from
the end of the financul year to the subsequent date of expiry is carnied forward as a provision for unearned premuums The
proviston 1s calculated on the 365ths method

Claums

Claims incurred comprise the estmated cost of all clums oceurring during the year, whether reported or not, including related
direct and indirect clums handling expenses and adjustments to claims outstanding from previous years

Outstanding claims

The provision for outstanding claims 15 based on information avaiable at the balance sheet date Sigruficant delays are
experienced 1n the notfication and sertlement of cerramn claims, and accordingly the ulamate cost of such clatms cannot be
known with certanty at the balance date Subsequent informaton and events may result 1n the ulnmarte lability being less
than, or greater than, the amount provided The provision for outstanding claums also ncludes an amount for clums that may
have been mcurred but not yet reported This amount 13 caleulated using stausucal projections and by reference to a case by
case review of notified losses

Where appropriate, subsidiary compantes have thewr provision discounted to reflect investment income anucipated 1n the
petiod untl actual payment of claims

Underwnung debtors and creditors

BVF (Underwriting Management) Limited (BVF), a subsidiary company, acts as an underwnting agent and manager for a
group of international insurance compantes who accepted business in the name of BVF Excess Loss Pool BVF 1s not
Liable as principal for premuums due to pool members or clams due to cedants BVF has not therefore included 1n 1ts
balance sheet cash, debtors and creditors ansing from insurance twansactuions with the excepuon of the amounts owed by
or to pool members

Investment 1ncome

Investment income comprises interest, rents and dwidends recervable, together wath reahsed investment gains An allocation
of nvestment incormne 15 made from the non-technical account to the techmcal account based on the relauonshup between
investments supporting the insurance provisions and those supporting shareholders funds

Investments

Investments are shown 1n the balance sheet at current value Property 1s valued at market value Unrealised gains and losses
are taken into the profit and loss account
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Hampden

NOTES TO THE FINANCIAL STATEMENTS
31 December 2006

2

ACCOUNTING POLICIES {continued)
Penston costs

The group makes contnbutons to several defined contnbuton pension schemes Contnibunons are charged to the profit
and loss account 1n the peniod in which they are due

Foteign currencies

The results and balance sheets of overseas subsidianies have been translated at year end exchange rates The resulung
exchange differences are dealt with through reserves

Foreign investments are translated into sterhing at the exchange rate at the date at whuch the mvestments have been
financed by borrowings denomunated 1n the same foreign currency, 1n which case that part of the investments are
translated at the year end rate Transactions denominated in foreign currencies are translated at the exchange rate at the
date of the transaction Foreign currency assets and habilites held ar the year end are translated at year end exchange rates
The resulting exchange differences are dealt wath in the profit and loss account

Deferred Taxation

Deferred tax 1s recognised in respect of all uming differences that have originated but not reversed at the balance sheet
date Timing differences are differences between taxable profits and the results as stated 1n the financial statements that
anse from the inclusion of gains and losses 1n tax assessment 1n pertods different from those in which they are recognused
in the financial statements

A net deferred 1ax asset is regarded as recoverable and therefore recognized only when 1t can be regarded as more likely
than not there will be suitable taxable profits from which the future reversal of underlying uming differences can be
deducted

Deferred tax 1s measured on a non discounted basss at the average rates that are expected to apply in the penods in which
the ming differences are expected to reverse, based on tax rates and laws enacted by the balance sheet date

Financial Instruments

Financial mstruments are classified and accounted for, according to the substance of the contractual agreement, as either
financial assets, financial liabihties or equity instruments An equity instrument 1§ any contract that evidences a residual
interest tn the assets of the company after deducung all of 1ts habilines

Where the contractual obligations of financial instruments (including share capital) are equivalent 1o a similar debt
instrument, those financial mstruments are classed as financial habhties Financial habilites are presented as such m the
balance sheer Finance costs and gains or losses relaung to financial habilities are mcluded i the profit and loss account
Finance costs are calculated so as to produce a constant rate of return on the outstanding habiliry

Where the contracrual terms of share capital do not have any terms meenng the defininon of a financial liability then this
1s classed as an equity instrument Drvidends and distribution relaung to equity mstruments are debited direct to equuty
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Hampden
NOTES TO THE FINANCIAL STATEMENTS
31 December 2006
2 ACCOUNTING POLICIES (continued)

Tangible fixed assets and depreciation

Depreciaton 1s provided evenly on the cost of tangible fixed assets, to write them down 1o their estimated residual values
over thetr expected useful lives Thetr pnincipal annual rates are

Computer equipment 33%
Motor vehucles 25%
Fixtures, fitings and equipment 15% to 25%

Operanng lease agreements

Rentals applicable to operanng leases where substantially all of the benefits and risks of ownership remam with the lessor
are charged agamst profits on a straight line basis over the period of the lease

2006 2005
£ £
3 EARNED PREMIUMS NET OF REINSURANCE

Gross premiums
Premuums recervable 28,816 (147,378)
Unearned premtums carried forward - -
Unearned premiums brought forward - -
Currency translation difference - - -
Gross earned premium 28816 (147,378)
Rewnsurance premiums
QOutwards remnsurance premiums (26,054) 51,619
Unearned prermiums carrted forward - -
Uneamed premiums brought forward - -
Currency translanon difference - - -
Reinsurers’ share (26.054) 51,619
Net premiums
Premmums recervable 2,762 (95,759
Unearned premmums carried forward - -
Unearned premiums brought forward - -
Currency translation difference - —_—
Net earned premiums £ 2762 £ 95759

15
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Hampden
NOTES TO THE FINANCIAL STATEMENTS
31 December 2006

2006 2005
£ £
4 {CLAIMS INCURRED NET OF REINSURANCE
Gross claams
Clams pad 2,520,768 2,347,511
Outstanding daim's carned forward . | 66,293,667 F | 71,622,490
Quistanding daun s brought forward (71,622,4900 | | (68,400,959)
____{Curmeng translanon difference . o A 3,311,514 (886,377)
 |Gross maimred daims - “" 503459 | | 4,682,665
Reinsurers’ share o _ ;in :::_ M'—:::—____ _____j__
Claims pad 2,396,452 1,898,530
Qutstanding daim s carned forward 61,704,963 66,709,949
QOutstanding daims brought forward (66,709,949) (60,945,038) |
Currency translaton difference 3,085,005 (712,758)
Remsurers’ share 476,471 6,950,683
! Net claims
Clams pad 124,316 448 981 |
Qutstanding daims carned forward 4,588,704 4,912,541
Qutstanding daimn s brought forward (4,912,541) (7,455,921) |
! Currengy translation difference 226,509 (173,619)
Claims incurred £ 26,988 £ {2,268,018)
|
5 TECHNICAL PROVISIONS
Premiums
Unearned premmum reserve - gross - -
Reinsurers’ share N —_
Net unecarned premium reserve £ - £ -
Claims - gross
Noufied outstanding claims 56,787,667 60,415,490
Claims handling costs 1,648,000 1,817,000
Provision for clums incurred but not reported _ 7,858,000 9,390,000
66,293,667 71,622
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2006

5 TECHNICAL PROVISIONS (continued)

Claims - reinsurerss’ share

Notfied outstanding claims

Retnsurers’ share of clams handhing costs
Provision for claims incurred but not reported

Net claims reserve

6 SEGMENTAL ANALYSIS

Gross premiums written
Property

Casualty

Marine, Aviation and Transport
Reinsurance accepted

Geographic analyss
Urnited Kingdom
European community
Rest of the world

Gross premiums earned
Property

Casualty

Marine, Aviatton and Transport
Reinsurance accepted

Gross claims incurred
Property

Casualty

Manne, Aviation and Transport
Reinsurance accepted

£

2006

53,257,963
1,391,000
7 00

61,704,963

4,588,704

28,816

[ 28816

28,816

[ 28816

28,816

£ 28816

£

1,379

(1,002,131)

(3,677)
1,507,886

503,457

»

Hampden

2005
£

56,717,949
1,535,000
B.457,000

66,709,949

£ _4.912,541

(147,378)
£ (147,378

(147,378}
£ (14737

(147,378)
£ (147,378

7,755,196
25,838

(3.098.369)

£ 4,682,665




Hampden Plc

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2006

6 SEGMENTAL ANALYSIS (continued)

Gross operating expenses

Property
Casualty
Marine, Aviation and Transport

Retnsurance accepted

Gross technical result

Property

Casualty

Marnne, Aviaton and Transport
Retnsurance accepred

Reinsurance balance

Property

Casualty

Matine, Aviation and Transport
Reinsurance accepted

Net technical result

Property

Casualty

Marnne, Aviation and Transport
Retnsurance accepted

W

Hampden
2006 2005
£ £
(3,958) 452,166
- 7
68,726 179.842

(1,379) -
1,006,089 (8,207,362)
3,677 (25,845)

(1,547,796} 2,771,149
£ (539,409 £ (5,462,058)

1,187 24,014
(942,403) 7,837,887
(2,063) (1,201)
1,393,694 (449 483)

£ 450415 £ 2,411,217

(192) 24,014
63,686 (369,475)
1,614 (27,046)
(154,102) 2,321,666

£ (88994 £ 1,949,159
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for the year ended 31 December 2006
Turnover Pre-tax p_f'gﬁt_/__(l_ogs) _ﬁ!
7 |TURNOVER AND PRE-TAX PROFIT 2006 2005 2006 2005,
|__/(LOSS) ;
] i
% Turnover and pre-tax profit / {loss) 1s £ £ £ £,
{ attrtbutable to the followmg acuvities !
| E
[ O ST U AU SUNUIN SN FURVIUPURIUUEIDE WY DUSIUR U S R
{ _ |Insumaneebroking_ b - -4 asesynf | (77.666)
[Insumnce com pany technial sapunt 265,496 2,345,273 7,044 2,830,369'
Finanaal and management services 2,493,015 | 1,903,807 3,424,123 (2,704,659)
|
£ 2,758,511] £ 4249080 £ 3,415,184} £ 48,044
1
_ |
Tumover and pre-tax profit / (loss) 1s i
denved from the following areas !
i !
United Kingdom 1,495,733 3,494,769 2,592,505 (8,500)]
European Communtey 1,262,778 754311 || 825399) | 59,450]
| 'Restoftheword I - - ] (2,720) (2,906)
£ 2,758,511] £ 4249080] £ 3,415,184] £ 48,044
I i [ )
! T T Toees] o008
! | £| . £
{8 |INVESTMENT INCOME
: ! |
E Income from listed investments | 224110 | 14,868
[ Bank incereest o o 262754 ] | 499,196
. Other interest : 132,043 | ' 87,277
o - L __ oy 618907} | 601,341
Realsed pains / (losses) | 45341 1 382,953
b 66a2a8] | 984204 |
Investment expenses ! g (22,568) |
Unrealtsed gains / (losses) ) B I (133968 { ! (79,824)
i |
£ 530,280 i L' 881,902
‘ !
| |
| —_— — _ ]
9 INTEREST RECEIVABLE
— R S A R S R ]
Bank interest reaaivable 18,491 8,173
£ 184911 £ 8,173
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Hampden
NOTES TO THE FINANCIAL STATEMENTS
31 December 2006
[10 |OPERATING PROFIT / (LOSS) 2006 2005
L £ £
Ths 1s stated after charging / (aediting)
o o Note o B o
Auditors remuneration for
Audit sevias - the ompany - N 12:230 10,380_
Audit senvices - the group 150,361 140,209
Non audit services - the company 2,000 1,900
Non audit services - the group 31,769 47,867
Amortisation of intangible fixed assets o 14 (626,428) | I _ 2,306,236
Deprcaanon of tangible fixed assets o B
Owned 15 11,954 16,092
Leased - R D
(Profit) / loss on foreign exchange borrowing (100,471) (6,396)
—..|Provision for writeoff of investment __  _ ____ } 28 DU - .._(500,000)
Staff costs . 11 1,622,954 1,757,702
Operating lease rentals - land and buildings 26 29,281 -
;
11 |STAFF COSTS
Staff costs, induding directors' remuneraton {note 12)~\_m:te T B
Wages and salanes T 1341553 | | 1,407,035 |
____|Soqal sequnty costs 61,347 _ 63,110
Other pension msts 220,054 287,557
___ 1622954 | £ 1,757,702 |
The average number of staff employed dunng the finanaal year way T
made up as follows Number Number
Sales - -
Administration 24 14
Tedhnicl 5 2
29 16
e
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12 |DIRECTORS' EMOLUMENTS 2006 2005
£ £
Total emoluments ] _ 426,631 1 422,489 |
Value of company penston mntabutions to money purchase schemes 83,942 116,403
£ 510,573 538,892
The emoluments of the Chairman and the highest paid director, ) B o ]
exduding pension mntabution, were = o ]
‘The Chatrrman o Nil Nil
The highest pad direaor £ 265,368 150,287
Pension contobutions of the highest paid director, made to a money
purchase scheme on his behalf, were £ 69,868 | 102,903
__ |Retwement benefits are acruing to the following number of direaors under. . Number Number
_|Money puschase schemes 2 2

f
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31 December 2006
I A 2006y} __ 2005
£ £
13 |TAXATION ON PROFIT ON ORDINARY ACTIVITIES I D
(a) Taxanon 1 i
Current tax o _ B o o kI _ }
..|In respea of theyear e e e A - .
UK Comoration Tax based on the results of the year at 30% (2005 - 30%4) - 9,762
Over/under provision in paor years 827 i07
Group relief - -
QOverseas tax - aurrent 141,365 23,872
Total qurrent year tax 142,192 33,741
Movement in deferred rax asset (note 19) - -
Tax on profit on ordinary acivities £ 142,192 € 33,741

(ig)ml-;a_cm}—s -a-lffe_cung current tax cha;gc—

The tax assessed for the year differs from the standard rate of mporaten tax in the U
profit on ordinary acivities beforc taxation _The differences are explained below

K of 30% (2005 - 30%),

a?);lgto the

Profit on ordinary achvities before taxation £ _3,41 5,184 [)V
Profit on ordinary aciviies multiplied by the company's mate of

mrporation tax 1in the UK of 30% (2005 - 30%) 1,024,555 14,413
Effeas of

Expenses disallowable for tax purposes ~ (833,147) - 935,071";
Capatal allowances in excess of depreqation _ 1 (56800} | (9,046) |
Utlisanon of own tax losses - 201,330
Adjustments in resped of insurance business 4 - _(996,518)
Unrebeved tax losses 816 8§72
Other tmung differences 11,911 -
Group relief - (uthsation) / surmrender of losses (55,000) (112,496) |
Adjustments in resped of poor penods _ 827 107
Toral arrrent tax charge (Note 13(a)) £ 142,192 1 £ 33,741

{c) Factors affectung future tax charge

A deferred tax asset has not been recogrused in respect of unreheved tax losses and accelerated capital allowances The
amount that has not been recognised at 31 December 2006 when calculated at the large compames rate of corporaton tax
in the UK of 30% s £1,387,877 (2005 - £1,306,012) 'The deferred tax asset would be recoverable to the extent that
future taxable profits are generated enabling the tax losses to be reheved
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14 _[INTANGIBLE ASSETS a :
i
Goodwill has ansen as a result of the aqquimtion of subsidiary undertakings and businesses i . _ |
Subsidianes !
Neganve Posiave
Group Goodwall| ' Goadwll, Total|
l £ £ £
Cost !
At 1 January 2006 (3.011,28%) | - 1793722 (1,217.561) |
Foretgn exchanpge movements 43,134 . - 43,134
Purchased dunng the year (291,577 1 ¢ LR (291,577)_
Disposals e - ! - -
|
At |31 December 2006 (3259720 | | 1,793,722 1 {1,466,004)
|
Amorusaton }
At |1 [ anuary 2006 (2,383,928 ] 1,772,932 (610,996)
Foretgn exchange movements 45001 - 34,511
Disposals - | - -
Charge for the year {647,218) . 20,790 ! (626,428}
At |31 Decem ber 2006 (2,996,635 [ 1,793,722 (1,202,913) |
Net bogk value e N —
At 131 December 2006 £ (263,091} _£: - ’A£ (263,091)
At 131 December 2005 ___£ (627,355) 7£I 20,790 £ {606,565)
— ‘ e J
{15 |TANGIBLE FIXED ASSETS ) ! B
S i .
Furmiture and Computer | Motor '
Fixtures Equpment;] Vehicles: ‘Total
_{(a) The group I Y D Y S I «
— 1
i Cost b _ R o
I___At]1 January 2006 539,872 | _ 330255 ) 86412, | 956539
Addinons -] - - -
Disposals N {15,000) | - - {15,000)
[ ! ) !
At |31 Deamber 2006 524872 | 330,255 | B6,412 .| 941,539
i o ! : .
! Depreciaton L .
! At |1 January 2006 518,048 | 330,255 ! 86,412 - 934,715
—
L. %&‘poeds _ (15,000 ! - {15,000)_
\ Charpe for the year 11,954 ! - - 11,954
| | : ] I
|___{At]31 Deamber 2006 i 515,002 | 330,255 | 86,412 931,669
' i
. INetbookvalwe b p ] f o .
|___|At]31 December 2006 £ 9870 £ s s 9,870
| At |31 Deember 2005 1 21,824 ' £ £ - £ 21,824
i \ ‘
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115 |TANGIBLE FIXED ASSETS (continued)_ _ _ | | b [ N
I I
T T 77 "1 Furmturcand: | Motor, |
e kYL Fixwrest ) Veldes) | Totall
|l Thecompany | | T - MMW;G*M S 3 £
o fCest . i e |
" |Ackt january 2006 | Pl 286804 ! 42,500 329,304
Addinons X - - -
Disposals - I - -
. U S A N NN S 1
At ]31 December 2006 1 286,804 | 42,500 329,304
' i
Depreciaton _______l_ R L
At 11 Janvary 2006 272,163 | 42,500 314,663
Dhwposals - - .
3
Charge for the year ! B B,385 | - 8,385
| | ; | }
At |31 Deeember 2006 | 280,548 | az500] | 323,048 |
N .. (- . ! I e e - -
| |{Netbook value I R | N ]
At [31 Deember 2006 £ 6,256 | £ -1 £ 6,256
5 |
{
{ At]31 December 2005 ! £ 14641 ' £ -1 £ 14,641
t ! C | | 1
16 |INVESTMENTS - ! I R T
e e il Listedand; |  Loans : _ Deposusi |
unlisted to group ] with eredit
' 1nvestments companies instulons Total!
(e)i&gr_oyp SR B R Y1 T S SRR 4 N A
| 1
Cost and valuation ; | ' ;
At |1 January 2006 | | sse3793) | 1,000000] | 508,381 7,052,174 |
Revaluations ! (232,639)_ - 9.614) (242.253)_
Addinons : 626,268 -1 1,211,518 1,837,806 |
Disposals i (860,746) 1 -1 {11,663) 1 (872,400} -
] I
1 Il
| ]At]31 December 2006 b 5,076,696 1,000,000 | | 1,698,622 7,775,318
1 ' | !
{ Provisions ! | ;
' |At[1 January and 31 December 2006 i - N 1 -
t 3 1
Net book value | ! }
; At |31 Decernber 2006 I£ 5,076,696 £ 1,000,000 £ 1,698,622 | £ 7,775,318 |
N . I N
At [31 December 2005 £ 5,543,793 £ 1,000,000 { £’ 508,381 | £ 7,052,174
. — e D i U I
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16 |[INVESTMENTS (continued) I ___:w__* - v}_ A___‘_i o
] H 3 b
(b) The company R e O
| ' 1 £ £
- . [Subsidiary undertalangs !
l ‘ e
Cost I N P N m____m: e
At[1 January 2006 ! 90,404 101119
Transfers in | ) - (101,119) |
Transfers out o ' - 90,404
l l |
At]31 December 2006 ““i[“ _ g 90,404 £ 90,404
1

!

1

i

and from Hampden Plc These subsidianies were transferred at the lower of cost or waren down value

Dunng 2005 a major reorgansation of the group was carnied out which resulted 10 many companies being transferred to

!

!

SN S S

(¢) Listed mvestments !

On a recognised stock exchange |

At cost less amounts wntten off o -E 4,891,5—6_7_“2—_ _4,45?61)?
]
[ R S
At market value £ 5,076,630 £ 4792818

RN TS

No provison has been made for any taxaton which may anse if the mvestments were to be realsed at the values stated

In the opinion of the directors the net reahsable value of the unbisted investments v not less than their net book value

R

i L

N

Investments in group undertakings are stated at cost less provisions for permanent diminution 1n value The durectors
recognse that a number of these undertakings have expenenced temporary trading difficulues They are confident that
once these difficulties have been resolved, n the aggregate, they will be worth not less than their net book vahze

Dunng 2001 the company purchased the enure 1ssued share capital of Sampo Industrial Insurance N 'V, a Dutch insurance

company The company was subsequently renamed Hampden Insurance NV In view of the magrurude of the assets and
habilities, and after taking professional advice, the directors have, on balance, dectded not to consolidate Flampden
Insurance NV financial statements into the group on the grounds that to do so would present a totally musleading picture

of the state of affairs of the group

The mazximum babiity of the rest of the group to Hampden Insurance NV 15 £60, the value of the mvestment in that
company, which has been shown under ‘Listed and unlisted investments” A summarised balance sheet of Hampden
Insurance NV 15 shown below and a full set of the financial statements are avaiable on request from Hampden Holdings

Lirmuted registered office
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16 INVESTMENTS (continued)
2006 2005
£ 000’s | £ 000’s £ 000°s £ 000’s
«  Fixed assets i
; Tangible assets 1,143 932
Investments 12,878] 15,836
) Money market deposits 18,738 . | 19,013
’ R R 0327590 35781
Current assets ]
: Debtors e 2092 —— 3,512 ]
; Cash at banks and in hand | _ 48 1 941, ~
f I SX- ¢ 1 R o 4,453
Credators | y
, Amounts faling due within one year 15,702 16,973 |
) L (13,162) (12,5209
| i
Total assets less current hiabilites 19,597 _i 23,261
{ Provisions for habilities and deferred charges '
Future un-off costs 652 6471
: Qutstanding damms 32,684/ 36,858'
: 33,336 37,505
|Capital and reserves |
| Called up share capatal 32,106, 32,739
; Share premium acount 4,585[ 4,676
Revaluation reserve 511 298|
Profit and loss acount at 1 January (51,057) i (§_4,’:r_’ﬂ)!‘
Profit/(loss) for the year 116 2,5901 -
(13,739) (14,244)
I :
i | 19597 23261

Sampo Real Estate Limuted, a subsidiary of Hampden Insurance NV, was dissolved during the year

17

DEBTORS AND CREDITORS

Where insurance company debtors and creditors are fully remsured, they have been shown in these accounts net of such
remnsurance
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|18 |IDEBTORS |
Group Company )
2006 2005 _ 2006 2005
Amounts falling due within one year £ # £ - £ £.
Trade debtors 3,427,662 2,732,660 382,372 -
Amounts owed by group 5,174,804 4,811,738 7,317,859 8,426,584
Related undertakings - - - -
Comonuon tax 1,903 3,670
Deferred taxation (note 19). 467} | __ 467 | -, b -
Prepayments and acrued 311,484 | 243830 16,052 | 11,950
ther debtors 162,420 270,664 36,137 36,470 ¢
9,078,7401 £ 8,063,029 £ 7,752,420| £ 81475,904’
I I |
19 'DEFERRED TAX |
|
Balance brought forward | (467) (467) . -
'The movemnent 1n the deferred |
; taxation acount dunng the year
Wwas |
Profit and Loss Aaount |
movement ansing dunng the year - - - -
Balance aimed forward ! (46T {46 - -
. J— - 4 ——t—— e = - R —
The balance of the deferred
taxation acount consists of the
"tax effeat of uming differences in
'respect of
Unrelieved tax losses - - - -
Accelerated aapital allowances 1 @ent | @enl | - ) o=
T
£ (46| £ (467)| £ -l £ -
|
. [
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31 December 2006

| Group 3 Company
! 2006 2005| | 2006 2005
5 s £ s N

20 [CREDITORS
Amounts falhng due within one year :

. _.Trdegedttoss _ _ ___ _ ___ _ _ _{ I 3311263 5,731,487 |, _ 107461 . 128,452
Amounts owed to proup undertakings E 3,490,758 3,372,750 _[___j,??_g,g?_} 16,627,013
Related undertakings 258,372 313,285 40,763 10,424/
Adayuals and deferred incwme 495,964 550,410 97,994 94,994
Corporation ax 124,617 131,244 - -
Other aeditors induding taxation and soaal

N seainty 1,066,684 910,661 860,089 | 840,109

;
£ 109476581 £ 11,009,837 £ 5,905,200 £ 7,700,992
i i
i i
Dunng 1999, loans totahing £1,166,608 were made to Hampden Pleby Kinpaby Simmons Limited, another group

| ompany These loans form part of Kingaby Simmons Limited’s insurance balances and are induded in Amounts_

due to group undertakings These amounts are all due within one year i
P || !

21 |SHARE CAPITAL

Authonsed, allotted, clled up and fully pad

6,210,381 ordinary shares of 40p each S 2484152 | £ 2,484,152 |
[ i | " Tlerowp 1T 77 Tcompany
: 2006 2005 2006 2005

! £ £ £ £,

22 RESERVES

Profit & loss account

At 1 January 3,025,458 3,110,015 (837,267) (1,668,974) |

Exdianpe movemnents | (44,439) (98,828) - -
|__ {Aaqumsition / (dissolucion) of subsidary §  (1,387,129) | (32) I I

Retained profit for the finanaal year L 3272992 14,303 | 795,976 831,707 .

At 31 December £ 4,666,882] £ 3,025,458{ £ (41290 £ (837.267)
! E I i

| |
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{23 |RECONCILIATION OF MOVEMENTS | ! Group Company
’ IN EQUITY SHAREHOLDERS' FUNDS .
i 2006 2005 2006 2005
' £ £ £ £
; e _ 4 i _—
Opening shareholders’ funds L 5509610 5,594,167 1,646,885 | | 815178
Exdhange differences on retranslation of
shareholders’ funds (44,439) (98,828) - -
\ Profit & Loss acmunt on acquisition /
X (disposal) of subsidiary (1,587,129) (32) - -
: Retained profit for the finanaal year 3,272992 1 14,303 795,976 831,707
Closing shareholders’ funds £ 7151034] £] 55096100 £]  2442861] £] 1,646,885
- _ . I I L] I I
24 PENSION COMMITMENTS

The group makes contributions to several defined contribution pension schemes The assets of these schemes are held
separately from those of the company in independently admimstered funds The pension cost charge represents
contributions payable by the group to the funds and amounted to £220,054 (2005 - £287,557) Contrtbutions totalling
£101,070 (2005 - £N1l) were outstanding at the year end and are included 1n other creditors

25 PROFIT AND LOSS ACCOUNT

As permutted by section 230 of the Companies Act 1985, the group accounts do not include a separate profit and loss

account for Hampden Plc The amount of pre-tax profit attributable to Hampden Plc dealt with in the group accounts 1s
£795,976 (2005 - £831,708)

L I Group ___| | Company |
L o | 2006 2005 2006 2005
| £ £ £ £
26 OTHER FINANCIAL COMMITMENTS '
Operaung lease commitments i
— (U (U U ; I
At the end of the year the group and company !
had annual mmmitments under non-ancellable| |
openting leases as follows |
i
Land and buildings, lease expinng: i - - - -
Within one year ‘t - 54,829 - -
One to five years E - - - -
Beyond five years ; 589,115 625,694 539,444 539 444
)
L : 589,115 | £ 680,523 | £ 539,444 | £ 539,444
: L] !
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27 FRS8-RELATED PARTY TRANSACTIONS

As the company 15 a wholly owned subsidiary of Hampden Holdings Limuted 1t has taken advantage of the exempuon
contaned 1n Financial Reporung Standard 8 and has therefore not disclosed separately transactions or balances with
entites which form part of the Hampden Holdings Group, where more than 90% of the votung nghts of the ennty are
controlled within the group

Mr TPC Olver and Mr CG Camroux-Oliver are duectors of thus company and Hampden Capital Ple, whose
subsidianies mnclude Hampden Agenctes Lumuted, Hampden Tax Consultants Limted and Hampden Private Capital
Limuted Durning the year Hampden Plc charged Hampden Agencies Limited £986,442 for group loss relief and recharged
expenses At 31 December 2006 Hampden Agencies Limuted owed Hampden Plc £235,702 (2005 - (84) Hampden
Agencies Limuted charged Hampden Ple £11,157 (2005 - £18,843) for recharged expenses At the year end, Hampden Plc
owed Hampden Agencies £4,068 (2005 - £172)

Hampden Plc charged Hampden Tax Consultants Limuited and Hampden Private Capital Limuted /8,594 (2005 - £9,450)
and £2,293 (2005 - £2,625) respectively during the year for expenses recharged

Included within the cash at bank and 1n hand 1s an amount of £320,000 (2005 - £500,000) on which subsidiary companes
have entered into a counter indemnity agreement with its bankers 1 favour of the Society of Lloyd’s on behalf of
Hampden Agencies Lumuted, another group company The fee received duning the year from Hampden Agencies Limited
for the provision of this counter indemmty was £21,250 (2005 - £48,542) of which £N1l (2005 - £N1l) was outstanding at
the year end

Included 1n Other Income 1s £1,201,568 (2005 - £1,030,645) relating to management charges invorced to Hampden
Insurance NV, a group company that has not been consolidated (see note 16) At the year end Hampden Insurance NV
owed Hampden Insurance Group Limuted £89,068 (2005 - £80,957) which 1s included 1n amounts owed to related
undertakings

During the year, Hampden Plc charged Hampden Insurance NV £168,301 (2005 - £51,918) for rent fees, run-off
management services and expense recharges At 31 December 2006 Hampden Insurance NV owed Hampden Plc £32,312
{2005 - Hampden Ple owed Hampden Insurance NV £10,424)

Included within Hampden Insurance N V (see note 16) 15 an amount of £35,575 (2005 - £30,919) which relates to a
mortgage loan 1ssued to a director of that company

Included within Other Prepayments 1s £5,576 which relates to prepad school fees paid by Hampden Insurance Group BV
on behalf of one of the directors The total amount charged to the profit and loss account for the year was £10,932

On 17% January 2006, the directors of Lakewood Insurance Company Limited (a subsidiary company) approved the write-
off of a mortgage loan of £300,000 provided to Hampden Insurance Holdings Limuted, a fellow group company The
directors provided 1n full for the wnite-down of the nvestment in the accounts of the year ended 31 December 2005

Included within other debtors 15 an amount of £Nil (2005 - £60,000) owed to Hampden Group Management
Limuted from the Hampden Shoot, 2 partnership owned 50% by that company and 50% by a director of the
company Mr T P C Oliver During the year, Hampden Plc charged The Hampden Shoot £1,502 (2005 - £Ni]) for
recharged expenses

Transacuons with directors

Mr TP C Oliver director’s current account (included 1n other debtors) was overdrawn during 2005 wath a year end
balance of fINul (2005 - £MNi} The maximnum cutstanding balance duning the year was £Nil (2005 - £22,192)
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27 FRS8-RELATED PARTY TRANSACTIONS (continued)

A loan of £1,000,000 (2005 - £1,000,000) was made by Community Retnsurance Cerporanion Limuted, a group company,
to Hampden Holdings Led (the ulumate parent company} on 4 June 2004 The loan 1s secured against investments held in
Hampden Holdings Ltd Interest 1s payable on a quarterly basis from this date at a rate of 2 5% per annum above the base
lending rate of National Westrunster Bank ple Interest paid dunng 2006 was £72,500 (2005 - £78,622) and accrued
interest unpaid as at the year-end was [Nil (2005 - £11,698)

| ] ~ T 7 e08] 1 2005
l £l . E
[28 |RECONCILIATION OF OPERATING PROFIT / (LOSS) TO NET ?
i CASH FLOWS FROM OPERATING ACTIVITIES 1 ; - i
. i i
| |Opemung profit / (toss) . T 1311471 |_ | _ (808,797
l Amorsation (626,428) 2,306,256
__ {Deprecaven . R 11,954 16092,
! Unrealised (profit) / loss on investments | 36,557 |
[ |Exchange rate adjustments ~ . exs| | _v0785]
; Wate-off of group balances ' - 500,000
! Dearease in technical provisions A (268,587 | | (2,543,380)
: Ingease m debtors J (1;211}.?_4) (3_..5..2’11?)...:
! Inaease / (deaease) in aeditors . _ \ 2959 | | {935231) !
i
; Net ash inflow / (outflow) from opemtng aaivities £k (657,344 | £1 (1,726,424) l
! r || :
! |
29 JANALYSIS OF CHANGES IN CASH B R If L
i .
| |
Balance at 1 January ' + 6,901,526 5,678,737
! Agjquired on purchase of subsidiary ! ! - ! -
Net ash mflow / (outflow) B b (81496 . 1222789
1
! i
Balanae at 31 December ; £ 6,086,559 L 6,901,526
| | )
E !
B aa | T 1 At31
! January Cash December
! 2006 flow 2006
o &L &L L £
30 [ANALYSIS OF CHANGES INNET DEBT I R S T o
]
| !
' Cash at bank and 1n hand 6,901,526 (814,967) 6,086,559
Overdrafts ‘ - - -
6,001,526 81496D] | 6,086,559
" Finance leases o 1 j_ﬁi R - - | -
]
: ! £ 6,901,526 £ (814967 £ 6,086,559
a ! | | |
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31 |SUBSIDIARY UNDERTAKINGS 1 |
: Net assets acquired
: 2006] | 2005
£ £
L Intangible assets T N e
Tangible assets - ! -
| Debtory and prepayments 6,041 . -
Investments 686,324 | | -
Cash / deposits [ N IR SR T
Creditors and aaruals B {66,082) | -
| 626,283 | | -
Minonty interests ! - -
Profit and loss acount ! - ' -
Posiuve goodwill ; - L 3722255
Negatve goodwill ] . | sl -
— e p— e - - — — b - -
Cash pad £T 334,706! £ | 3,722.255

[ J

The following companies are the only subsidiary undertakings In all cases the company holds 100% of equity share capital

Name

Hampden Insurance Group Lirmted

AA Mutual International Insurance Company Limited

Community Remsurance Corporation Limuted
The Fenton Insurance Company Limited
Lakewood Insurance Company Limuted
Hampdean Insurance Group BV

NV Schaderverzekerngsmaatschappyy Maas Lloyd

NV Algemene Verzekenng Maatsschappy “De Zee”

Hampden Insurance N V

Hampden Group Management Limuted

BVF (Underwriting Management) Limuted
Hampden Insurance Management Limuted
Hampden Reinsurance Adrmrustracon Limuted
Hampden Underwriung Services Limuted
Kingaby Stnmons Limited

Manson Byng (Holdings) Limited

Manson Byng {Remsurance Brokers) Limited
Marlow Underwnting Agency Lirmuted
Marlow Underwniting S A

Odyssey Underwnting Lamuted

(formerly Sentinel Underwniung Limited)
Valais Retnsurance Consultants Lirted
Weedon Underwriung Agency Limired

Country of
Incorporation

England & Wales
England & Wales
England & Wales
England & Wales
England & Wales
The Netherlands
The Netherlands
The Netherlands
The Netherlands
England & Wales
England & Wales
England & Wales
England & Wales
England & Wales
England & Wales
England & Wales
England & Wales
England & Wales
Switzerland

England & Wales

England & Wales
England & Wales

Principal Activity

Holding company
Insurance company
Reinsurance company
Insurance company
Insurance company
Adminsstraton Services
Insurance company
Insurance company
Insurance company
Holding company
Underwnting managers
Investment company
Insurance related services
Accounung services
Insurance brokers
Holding company
Insurance brokers
Underwriting managers
Underwritng managers
Underwniting managers

Underwriting managers
Underwnting managers

Dunng the year Hampden Insurance Management Services Lumsted and Sampo Real Estate Limited were dissolved, and
since the year end Weedon Underwriting Agency Limmuted has been dissolved
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ULTIMATE PARENT AND CONTROLLING COMPANY
The ultimate parent and controlling company 1s Hampden Holdings Limited, a company registered 1n England and Wales

Copies of the consolidated financial statements can be obtamned from the registered office, the address of which 15 as
follows

Hampden House
Great Hampden
Great Missenden
Buckinghamshire
HP16 9RD
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