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Directors' report
The directors present therr annual report and financial statements for the year to 31 December 2009
Group structure

Group Ark Insurance Holdings Limited (“GAIHL"} ts the group parent company, and 15 a Bermuda registered company  The actve trading companies that make up
the Ark group as at 31 December 2009 are

. Ark Syndicate Management Limited ("ASML"), incorporated in the UK, the managing agent of Syndicate 4020 (‘the Syndicate™) and Special Purpose
Syndicate 6105 {“Syndicate 61057),

. Ark Corporate Member Linited ("ACML"), incorporated in the UK, a corporate member which participates on the 2007, 2008 and 2009 year of account
("YQA") of the Syndicate,

. Ark Comporate Member (No 2} Limited {"ACML2"), incorporated in the UK, a corporate member which participates on the 2008 and 2009 YOA of the
Syndicate,

. Ark Comporate Member (No 3) Limited ("ACML3"), incorporated i the UK, a corporate member which participates on the 2009 YOA of the Syndicate, and

. Group Ark Insurance Limited {*GAIL"), incorporated in Bermuda, a class IIl remnsurer

GAIL has wnitten a 90% quota share of ACML 1n respect of its participation on the 2007 YOA of the Syndicate, and ACML and ACML2 in respect of therr participation
on the 2008 YOA of the Syndicate, and ACML, ACML2 and ACML3 in respect of their participation on the 2009 YOA  GAIL provides Funds at Lloyd's (*FAL") on
behalf of ACML to support the underwnting of the Syndicate

Syndicate 6105, a syndicate supported by traditional Lioyd's Names' capital, has written an 11 3% quota share of the 2009 YOA of the Syndicate (2008 YOA 10 5%)
Principal activity and review of the business

The pnncipal activity of ACML 1s that of a Lloyd's corporate member The pnncipal actvity of the Syndicate 15 the underwnting of direct and remsurance business in
the Lloyd's market All business is wnitten in the Lloyd's market through approved brokers  Gross wntten premium meome for the Syndicate by class of business for
the year was as follows

2009 2008

£'000 £000

Accident & Health 30,585 28,265
Cargo & Specie 7.708 6,126
Casualty Reinsurance 42321 32,307
Energy ~ Upstream 26,663 22,876
Liability — Manne & Energy 8,745 13,698
Marine Hull 9492 8,292
Property Reinsurance 28,100 18,673
Specialty Programmes 9,480 -
Specaty Rensurance 13,494 15,392
War, Teronsm and Political Risk 25819 17,300
Worldwide Property — Direct and Facultative 13,195 13,185
Worldwide Property Programmes 11,851 -
Total gross wntten premium 227433 176,114

Ark Corporate Member Limited
3




Directors’ report

Principal activity and review of the business {continued) .

The directors of ACML are of the optnion that the key performance indicators ("KPIs™) of the Syndicate best represent the KPIs of the company The result for the
Syndicate for the year together with KPIs 1s shown below

2009 2008
Profit for the financial year (£'000) 21,760 11,918
Claims ratio (%) 634% 60 4%
Expenses ratto (%} 30 3% 326%
Combined ratio (%) 937% 930%

The claims ratio 1s the ratio of claims ncurred net of rensurance to eamed premmuims net of rensurance  The expense ratic 1s the rabio of operating expenses to
eamed premiums net of reinsurance  The result and ratios are broadly in Iine with expectations

ACML entered into, at ams length, a 90% whole account quota share reinsurance contract with GAIL, protecting its parbicipation on the 2007, 2008 and 2009 YOA of
the Syndicate GAIL has provided FAL on behalf of ACML in respect of its parbicipation on these years

The 2009 YOA capacity of the Syndicate was increased by Lloyd's mid-year from £221 8m to £277 8m to reflect movements in foregn exchange during the year

Principal risks and uncertainties

The pnncipal nsks and unceranties of ACML are abgned with the Syndicate  ASML has developed and maintains a nsk register within 1ts nsk framework for the
Syndicate ldentfied nsks are grouped info major nsk categories according to their nature, and by whom they are managed The nsk framework allows new nsks to
be identified and new controls to be put n place as necessary, either to prevent the occurrence of the event or fo mitigate its mpact  These are explained in more
detail In the accounts of the Syndicate, a copy of which can be requested from the registered office of ACML.

Financial position

The main companents of the balance sheet are technical provisions and investments and cash

Technical provisions include a provision for outstanding claims of £161 5m (2008 £119 2m) and a prowision for uneamed premums of £117 8m (2008 £116 1m)
The reinsurers” share of technical provisions s £150 0m (2008 £106 1m) in respect of uneamed premiums, and £105 Om (2008 £109 8m) in respect of outstanding
clams The provision for outstanding claims i based on evaluations of reported claims and estimates for losses incurred but not reported ("IBNR™)  As claims may

naot be settied for a number of years after they are incurred, the sefting of provisions involves a degree of judgement as to the utimate exposure to losses

Investments and cash total £183 Sm (2008 £129 7m} and are actively managed by third party investment managers The Syndicate has established a diversified
mvestment portfolio with a sensible mux of cash, govemment and corporate debt and asset backed secunbes

Results
The profit after taxation for the year was £1 0m (2008 £07m) No dividend 15 proposed {2008 Nil)
Future developments

ACML will parkcipate alongside a Limited Liabilty Partnership ("LLP") on the 2010 YOA of the Syndicate  ACML2 and ACML3 have made their Funds at Lioyd's inter-
available for the benefit of ACML for the 2010 YOA

The capacity of the Syndicate for the 2010 YOA 1s £345 Om (2008 YOA £221 8m)

Ark Corporate Member Limited
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Directors’ report

Directors and Directors interests

The directors of ACML below served from 1 January 2009 to the date of this report, unless stated otherwise

W Malioy

N Bonnar

N Deshpande

N Smith

C Watson

Certain directors own shares in GAIHL, the ultimate parent company Also, an LLP was established for employees to participate on the 2010 and 2009 YOA of the

Syndicate Details of diractors’ shareholdings in GAIHL and therr share of the total capacty of the Syndicate through the LLP are disclosed m the accounts of ASML,
a copy of which can be requested from the registered ofiice of ACML

Political and charitable donations

ACML made no political or chantable donations dunng the year

Professional indemnity insurance

GAIHL has purchased professional ndemnity nsurance protecting GAIHL, its subsidianes and all past, present and future directors and employees of GAIHL and rts
subsidianes in respect of errors and omissions and negligent acts

Disclosure of information to auditors

The directors of ACML who held office at the date of approval of this report confirm that, so far as they are each aware, there Is no refevant audit information of which
the auditors are unaware, and each director has taken all the steps that he ought to have taken as a director to make himself aware of any relevant audit information
and to establish that the auditors are aware of that information

Auditors

KPMG Audit Plc has expressed their willingness to continue n office as auditors to the company ACML has an elective resolution in place under Section 487{2) of
the Companies Act 2006 to dispense with the oblgation to appoint auditors annually

By order of the Board

J Masson

Company Secretary

17 March 2010

Ark Corporate Member Limited
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Statement of directors' responsibilites

The followsng statement applies to the directors' report and financial statements
The directors are responsible for prepanng the directors” report and the financial statements in accordance with apphicable 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 UK Accounting Standards and applicable law (UK Generally Accepted Accounting Practice}

Under company law the directors must not approve the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the
company and of the profit or loss of the company for that perod  In prepanng these financial statements, the directors are required to

1 sefect sutable accounting policies and then apply them consistently,
2 make judgments and estmates that are reasonable and prudent,
k) state whether applicable UK Acceunting Standards have been followed, subject to any matenal departures disclosed and explained in the financial

staternents, and
4 prepare the financial statements on the going concem basis unless it 1s nappropnate to presume that the company will continue in business

The directors are responsible for keeping adequate accounting records that are sufficient o show and explain the company's tansactions and disclose with
reasonable accuracy at any tme the financial posibon of the company and enable them fo ensure that its financial statements comply with the Companies Act 2006
They have general responsibifity 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 wregulantes

Under apphicable law the directors are also responsible for prepanng a directors’ report that complies with that law

Ark Corporate Member Limited
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Independent audttors’ report to the member of Ark Corporate Member Limited

We have audited the financial statements of Ark Corporate Member Limuted for the year ended 31 December 2000 which compnse the profit and loss account,
statement of total recognised gamns and losses, balance sheet and related notes  The financial reporting framework that has been applied in their preparation 1s
applicable law and UK Accounting Standards {UK Generally Accepted Accounting Prnciples)

This report 15 made solely to the company's members, as a body, in accordance with 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 maters we are required to state to them in an auditor's report and for no other purposes  To the
fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the company's members, as a body, for our audit
work, for this report, or for the opinigns we have formed

Respective responsibilities of directors and auditors

As explained more fully In the Statement of Directors' Responsibilibes set out on page 6, the company's directors are respansible for the preparation of the financial
statements and for being satisfied that they give a true and fair view  Our responsibility 15 to audtt the financial staterments in accordance with applicable law and
Intemational Standards on Auditing (UK and refand) Those standards require us to comply with the Auditing Practice Board's ("APB's") Ethical Standards for
Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements ts provided on the APB's web-site at www frc org uk/apb/scope/lUKNP

Opinion on financial statements

In our opinion the financial statements
. give a true and farr view of the state of the company's affairs as at 31 December 2009 and of its profit for the year then ended,
. have been properly prepared in accordance with UK Generally Accepted Accounting Practice, and
. have been properly prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescnibed by the Companies Act 2006

In our opinion the information gven i the Director's Report for the financial year for which the financial statements are prepared 1s 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 matters where the Companies Act 2006 require us to report to you If, in our opinien
+  adequate accounting records have not been kept, or returns adeqguate for our audit have not been received from branches not visited by us, or
¢ thefinancial statements are not in agreement with the accounting records and retums, or
. certain disclosures of directors’ remuneration specified by law are not made, or
. we have not recetved all the information and explanations we require for our audit

%,,,/éwu/\/\_

Chns Moutder (Senior Statutory Auditor)

For and on behalf of KPMG Audit Plc, Statutory Auditor

Chartered Accountants

Londan 17 March 2010

Ark Comporate Member Limited
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Profit and loss account
For the year ended 31 December 2009

2008 2008
Notes £'000 £'000
Technical account
Eamed premiums, net of rensurance
Gross premiums wntten 4 227 433 176,114
Qutward reinsurance premiums (209,167) {161,672}
Change i the provision for uneamed premiums
Gross amount (7.440) (36,937}
Reinsurers’ share 7,155 34,338
17,981 11,843
Allocated investment return transferred from the non-technical account 566 184
Claums incurred, net of remsurance
Claims paid
Gross amount {74,828} {13,219)
Reinsurers' share 69,457 11,991
{5,371} (1,228)
Change in the provision for claims
Gross amount (56,575) (78,246}
Reinsurers’ share 50,410 72,401
{6,165) {5,845}
{11,536) (7.073)
Other mcome 118 124
Operating expenses 45 {5,448) {3.831)
Balance on the technical account for general business 1,681 1,247
Non-technical account
Net investment income 7 566 184
Allocated investment retum transferred to technucal account (566) (184}
Other expenses (290} {304)
Profit on ordinary activibes before taxation 1.3 943
Taxaton 8 417} (283)
Profit on ordinary activiies after taxation 5,14 974 660
Statement of total recognised gains and losses
2008 2008
Notes £000 £000
Profit for the financial year 14 974 660
Currency translabon difierence on foreign currency ledgers 14 i5 534
Total recognised gains in the financial year 989 1,194

All operations are continuing  The notes on pages 10 to 17 form part of these financial statements

Ark Corporate Member Limited
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Batance sheet
As at 31 December 2009

2009 2008
£:000 £'000
Assets
Investments
Other financial investments 9 177,689 120,419
Relnsurers’ share of technical provisions
Prowision for uneamed premiums 104,973 106,054
Claims outstanding 150,007 109,787
254,980 215,841
Debtors
Debtors ansing out of direct Insurance operations 10 51,706 32,780
Debtors ansing out of reinsurance operations " 28,647 43477
80,353 76,257
Other assets
Cash at bank and i hand 6,272 9,240
Overseas deposits 12 7,440 1,935
13,712 1,175
Prepayments and accrued income
Deferred acquisition costs 22542 23,535
Prepayments and accrued income 2,607 886
Other debtors 11,525 682
36,674 25103
Tota! assets 563,408 448 795
Liabllities
Capital and reserves
Called up share capital 13 - -
Profit and loss account 14 1,185 21
Other reserves 14 552 537
1,737 748
Technical provisions
Prowision for uneamed premiums 117,757 116,090
Claims outstanding 161,475 119,202
279,232 235,292
Creditors
Creditors ansing out of direct insurance operations 15 635 666
Credutors ansing out of reinsurance operations 16 9,264 21,617
Other creditors including taxation and social securty 17 269,075 187,084
Aceruals and deferred income 2,490 2,884
Deferred taxation 18 978 504
282,438 212,755
Total iabilibes 563,408 448,795

The notes on pages 10 to 17 form part of these financial statements  The financial statements were approved by the Board on 17 March 2010 and signed on its
behalf by

N Smuth, Director 17 March 2010

Ark Corporate Member Limited
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Notes to the financial statements

1 Basis of preparation

These financial statements have been prepared in acoordance with section 255 of, and Schedule 3 bo, the Companies Act 2006 and applicable Accounting Standards
tn the Untted Kingdom They comply with the Statement of Recommendad Practice on Accounting for Insurance Business issued in December 2005 by the
Association of Bntish Insurers {as amended in December 2006)

Under Financial Reporting Standard 1, ACML s exempt from the requirement to preepare a cash flow statement on the grounds that the company 1s a subsidiary wath
more than 90% of the voting nghts controlled by GAIHL which has produced a consolidated cash flow statement.

ACML recognises in the technical account ris proportion of all the transactions undertaken by the Syndicate  Stmilarly, its proportion of the assets and labilites of the
Syndicate have been reflected in the balance sheet of the company  In addition, ACML purchases its own reinsurance protection and the premiums and recovenes
ansing from these transactions are recorded within the technical account
2 Accounting policies
The financial statements are prepared under the histoncal cost convention

a Premums wniten
Premiums written compnse premwms on contracts incepted dunng the financial year as well as adjustments made n the year to premiums wnitten i pnor accounting
years Premiums are shown gross of acquisition costs such as brokerage payable and taxes and dutes levied on them Estimates are made for pipeline premiums,
representing amounts due but not yet notified

b Uneamed premiums

Whtten premims are recognised as eamed according to the nsk profile of the policy Uneamed premiums represent the proportion of premums wnitten in the year
that relate to unexpired terms of policies in force at the balance sheet date The provision 1s calculated on a policy by policy basis

c Remnsurance premiums ceded

Outwards reinsurance premiums are accounted for in the same accounting year as the premiums for the direct or nwards business being remnsured

d Claims provisions and related recovenes

The prowision for claims compnses amounts set aside for daims notified and claims incurred but not yet reported {*IBNR")

Claims meurred compnse claims and claims handiing expenses paid in the year and the movement in provisien for outstanding claims and future claims handling
expenses Recoverable amounts ansing out of subrogation and salvage fogether with reinsurance recovenes are deducted from the cost of gross dlaims

Outstanding claims consist of amounts set aside for notfied claims and a provision for IBNR clams  The amount included in respect of IBNR 1s amved at by
considenng the actuanally calculated provision, using techmiques which generally involve using statistical techniques of estmation applied by ASML's actuanes and
reviewed by extemal consulting actuanes, as well as the opimion of the class underwnters and executive management. The actuanal techriques generally nvolve
projecting from past expenence of the development of claims aver time o form a view of the Iikely ultmate claims fo be expenienced for more recent underwnting,
having regard to vanations i the business accepted and the underying terms and conditons  Large claims are generally assessed indvidually, being calculated on a
case by case basis or projected separalely to allow for the possible distortive effects of the developments of these claims on the balance of the data  The provision
for claims also includes amounts In respect of internal and external claims handling costs

The reinsurers' share of provisions for claims 1s based on calculated amounts of outstanding ciaims and projections for IBNR, net of estmated imecoverable amounts,
having regard to the remsurance programme in place for the class of business, the claims expenence for the year and the current secunty rating of the remnsurance
companies involved  The Syndicate uses a number of statistical technigues to assist in making these estimates

Ark Corporate Member Limited
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Notes to the financial statements

2 Accounting pohicies (continued)
d Claims provisions and related recovenes {continued)

Accordingly the two most cntical assumptions as regards clams provisions are that the past 1s a reasonable predictor of the likely level of clams development and
that the rating and other models used for cument business are fair reflections of the Iikely leve! of ultmate claims to be incurred

Ulumate hability will vary as a result of subsequent information and events and this may result in signrficant adjustments to the amounits prowded  Adjustments to the
amounts of claims provisions established in pnor years are refiected in the financial statements for the year in which the adjustments are made The methods used,
and the estmates made, are reviewed regularly

e Acquisition costs

Acquisition costs, compnsing brokerage and taxes and duties levied on them are defemed to the extent that they are atinbutable to premiums uneamed at the balance
sheet date

f Foregn currences

Transactions in US dollars, Eures, Canadian doflars and Australian dollars are translated at the average rates of exchange for the year Underwnting transactions
denominated i other foregn currencies are included at the rate of exchange niling at the date the transaction 1s processed Realised exchange differences are
included in the technical account within operating expenses

Assets and liabikties denominated m US dollars, Euros, Canadian dollars and Australian dollars, where the assets and liabilies in the currency ledgers are broadly
matched, are translated at the closing rate of exchange for the year with exchange differences ansing from the retranslation of the opening net nvestment, and the
result for the year, in the respective ledgers are recorded as a movement in reserves within the stafement of total recognised gains and losses  Assets and liabilibes
denominated in other forexgn currencies are translated into sterling at the rates of exchange at the balance sheet date

g Investments

Investments are shown at cument market value, excluding acorued interest, at the balance sheetdate For this purpose listed investments are stated at bid-pnce and
deposits with credit institutions and overseas deposits are stated at cost  Accrued interest is included in prepayments and accrued income on the face of the balance
sheet The cost of syndicate nvestments held at the batance sheet date 1s the onginal cost of investments held at the year end  Unrealised gains and losses are
recognised 1n the profit and loss account

h Investment retum

Investment retum compnses all investment income, reabsed nvestment gains and losses and movements i unrealised gains and losses, net of investment
expenses, charges and interest

Realised gams and losses on Investments camed at market value are calculated as the difference between sale proceeds and onginal cost. Unrealised gams and
losses on investments represent the difference between the valuation at the balance sheet date and purchase pnce, together with the reversal of unrealised gains
and losses recogrused i earlier accounting years in respect of investment disposals in the current year

Investment retum 1s mikally recorded n the non-techmical account. A transfer 15 made from the non-technical account to the general business technical account to
reflect the investment retum on funds supporting underwnting business  Investment retum has been wholly allocated to the techmical account as all investments
relate to the technical account

Ark Corporate Member Limited
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Notes to the financial statements

2 Accounting policies {continued)
i Taxathen

ACML 15 taxed on its share of the underwnting results declared by the Syndicate which are deemed to accrue evenly over the calendar year in which they are
declared The results of the Syndicate included in the financial statements (excluding any additional provisions made by the directors) relate to the open years of
account and will only be declared for tax purposes in the year following the closure of the year of account. Other profits are assessable fo tax in the same year as
they are recognised for accounting purposes, after adjustment in accordance with tax legislation

The charge for taxation based on the result for the year takes into account taxation deferred because of tming diffierences between the treatment of certain tems for
taxaton and accounting purposes The provisions of FRS 19 “Deferred Tax™ have been adopted m these financial statements  Deferred tax s recognised without
discounting In respect of all tming differences between the treatment of certan tems for taxation and accounting purposes  As a consequence, full provision has
been made for the deferred tax on tax assets and liabilites ansing on timing differences

] Profit commission

Profit commssions expected to anse on closure of a Lloyd's year of account are recognised on an accruals basis subject to an assessment of certanty over the
year's profitability

k Qutwards reinsurance premiums in respect of underwnting capital

Qutwards reinsurance premiums associated with the provision of underwnting capital are recognised over the expected Ufe of the underying YOA according to the
estimated income stream of that YOA  The premuums are included within the non-techmical account as other expenses

3 Management of financlal risk

Through 1its participation on the Syndicate, ACML 1s exposed to financial nsks pnmanly through its financial assets, reinsurance assets and policyholder lrabidities
The key financial nsks assessed are

a Market nsk

Market nsk 1s the nsk that the Syndicate suffers loss from volatility or over concentrabon in its investment portiolio or due to currency mismatch between assets and
llabiites The Syndicate’s investment manager produces a monthly report which sets out the mvestment mix and performance against benchmark indices  This 1s
reviewed by executive management each month  The pnncipal market nsks and how exposure ta these nsks 15 managed are

. Interest rate nsk  The Syndicate works to manage the impact of interest rate fluctuabions on the fixed matunty portfoho  The effective duration of the
fixed matunty profile 15 managed with consideration given to the estimated duration of policyholder liabthbies

. Foregn Exchange Risk  Foreign Exchange Risk 1s managed pnmanly by matching assets and liabiliies in each forexgn currency as closely as possible
To assist in the matching of assets and liabilties in foreign cummencies the Syndicate may enter into foreign exchange contracts

b Credit nsk
Credit Risk 15 the nsk that a counierparly will be unable to pay amounts in full when they fall due Key areas where the Syndicate 1s exposed {o credit nsk are

. Rensurance recoverables,

. Amounts due from insurance intermediares,

e Amounts due from insurance contract holders, and
Amounts due from corporate bond issuers

Ark Corporate Member Limited
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Notes to the financial statements

3 Management of financial risk {contmued)

b Credit nsk {continued)

The Syndicate’s fixed matunty portfolio 15 moritored to ensure credit nsk does not exceed the Syndicate’s nsk appetite  In addiion, the Syndicate places imits on

concentrations of exposures to a specific counterparty  Over 98% of the Syndiwcate's fixed matunty pertfolio i1s rated ‘A’ or better

The Syndicate takes a proactive approach to the collection of reinsurance recovenes New remsurers may be required to post collateral depending on therr size,

rating and potential debt to the Syndicate

4 Segmental analysis

An analysis of the underwnting result before investment retum of the Syndicate 15 set out below

Gross Gross
Vet nc 3t Docantr 20 e s Guedes O Re
£'000 £'000 £000 £'000 £'000 £°000
Accident & Health 30,585 27 484 {16,395} {1,006) {10,321) {237)
Cargo & Specie 7708 7.935 (4,708) (262) {2,942) 23
Casualty Reinsurance 42,321 39,691 (32,159) (743) {6,924) {135)
Energy — Upstream 26,663 30,343 {8,843} (669) {19,737) 1,094
Liability - Manne & Energy 8745 12,781 {8499 (243) {4,190) {151)
Manne Hull 9,492 9,440 (4,865) (261) {4,170) 144
Property Remnsurance 28,100 27144 {11.635) (659) {14,517) 333
Specialty Programmes 9,460 4,377 (2,226) {165) (1,968) 18
Speaialty Reinsurance 13,494 16,072 {8,826) (352) (6,436) 458
War, Termonsm and Political Risk 25,819 26475 (27,194) {600) (107) (1.426)
Worldwide Property — Direct and Facultative 13,195 14,685 (4,407} {347) (8,033} 898
Waorldwide Property Programmes 11,851 3,565 {1,646) {141) {1.800) 122}
Total 227,433 219,993 {131,403) {5.448) (82,145) 997
Gross Gross
Vet ndd 1 Dnamber 2008 g Goadats Gy Reens
£000 £000 £'000 £'000 £000 £000
Actident & Health 28,265 13,468 {5,858) (661) (6,930 19
Cargo & Spece 6,126 6,070 {3,190) (232) (2,639) 9
Casualty Reinsurance 32,307 19,639 {(15,549) (437) (3,708 {55)
Energy — Upstream 22,876 18,641 {18,071} (460) (36} 74
Liabitity - Manne & Energy 13,688 8,907 {11,855} (190} 3,081 47)
Manne Hull 8,292 6614 (3,511} (201} {2,852) 50
Property Reinsurance 18,673 19,153 {2,693) {463) {14,742} 1,055
Specialty Rensurance 15,392 18,940 (19,088} {436) (4) {658)
War, Terronsm and Political Risk 17,300 14,707 {8,298) {394) {6,007) 8
Worldwtde Property - Direct and Facultative 13,185 13,038 {3,152 (357) {9,045) 484
Total 176,114 139,177 (91,485) (3,831) (42,942} 939

Ark Corporate Member Limibed
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Notes to the financial statements

4 Segmental analysis (continued)

All direct premums were wrtten and concluded in the UK Gross premiums wntten by the Syndicate, analysed by location of nsk 1s set out below

2009 2008
£000 E'000
UK 63,682 52,423
Other EU countries 20,469 14,9080
us 79,600 49,044
Cther 63,682 59,738
227433 176,114
5 Operating expenses
2009 2008
£'000 £000
Acquisition costs — brokerage and commission 3750 2,299
Acquistion costs - other 304 301
Administrative expenses, including personal expensés 1,053 1,083
Managing agency fee and profit commission 34 148
5,448 383
The profit on ordinary actvibies after taxation 15 stated after charging
2009 2008
Incurred by ASML on behalf of ACML £000 £000
Auditfees 5 5
Payrments to auditors for non-audit services - taxation services - 30
6 Directors and employees
All staff are remunerated by ASML  The directors do not receive any remuneration in respect of thewr services to ACML
7 Net investment income
2009 2008
£'000 £1000
Income from investments 455 153
Gains on the realisation of nvestmenis 3 6
Unrealised gains on mvestments 254 50
Losses on the realisaton of mvestments (64) (1}
Unrealised losses on investments {70) {18)
Investment management charges (12) )
Income from investments 566 184
8 Taxation
2009 2008
£'000 £000
UK corporation {ax (credit) / charge for the year (54) 129
Adpstment in respect of pnor years - {350}
Movement in deferred taxation 4 504
Taxation on profit on ordinary actvibies 417 283

Ark Corporate Member Limited
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Notes to the financial statements

8 Taxation {continued)

There are no known factors that would sigruficantly impact the future tax chamge of ACML  The cumrent tax credit for the year 1s lower than the standard rate of

corporation tax in the UK of 28 5% apphied to the profit for the year The difference 1s explained below

2009 2008

£000 £:000

Profit on ardinary actvites 1,392 942

UK corporation tax at 28 5% {2008 28 5%} 390 268
Taxation effect of

Adpustment n respect of pnor years - (350)

Profits not taxable in the cument year {444) (139)

Taxaton on profit on ordinary actvites (54} {221)

ACML 1s liable to US tax on income deemed to anse In the US  These taxes are paid by the Syndicate and will be settied by the company when the profits of the

Syndicate are distnbuted
9 Other financial Investments
Cost Market value Cost Market value
2009 2009 2008 2008
£000 £'000 £'000 £'000
Shares and other vanable yield secunties 24,095 24,095 27,736 27,736
Debt and other fixed mcome secunties 127,584 128,818 63,703 64,107
Deposits with credit mstitutions 24,776 24,778 28,576 28,576
176,455 177,689 120,015 120,419
Shares and other vanable yield secunties represent funds held by the Syndicate in managed hquidiy funds
10 Debtors arising out of direct insurance operations
2009 2008
£000 £:000
Due within one year 51,636 32,780
Due after one year 70 -
51,706 32,780
11 Debtors arising out of reinsurance operations
2009 2008
£000 £'000
Due within one year 28413 43477
Due after one year 234 -
28,647 43477
12 Overseas deposits

Overseas deposits are deposits lodged by the Syndicate as a condition of conducting underwnting business in certam countries or states within countnes

Ark Corporate Member Limited
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13 Share capital
Allotted, 1ssued and ~ Allotted, 1ssued and
Authonsed Authonsed fully paid fully pard
Number £000 Number £000
Ordinary shares of £1 each 1,000 1 1 -
14 Reconciliation of movement in shargholders’ funds
Profit and loss
Share capital account Other reserves Total
£000 £'000 £000 £000
At 1 January 2008 - {449) 3 (446)
Profit for the year - 660 - 660
Currency translation difference on foreign cumency ledgers - - 534 534
At 31 December 2008 - 21 537 748
Profit for the year - 974 - 974
Currency translation difference on foreign cumency ledgers - - 15 15
Closing shareholders’ funds - 1,185 552 1,737
15 Creditors arising out of direct insurance operations
2009 2008
£'000 £'000
Due within one year 632 666
Due after one year 3 -
635 666
16 Creditors asising out of remsurance operations
2009 2008
£'000 £'000
Due within gne year 9,259 6612
Due after one year 5 15,005
9,264 21,617
17 Other creditors including taxation and social security
2009 2008
£'000 £000
Due to GAIL in respect of quota share reinsurance contract — 2007 YOA 38,362 134,712
Due o GAIL i respect of quota share remsurance confract - 2008 YOA 75,605 54,870
Due to GAIL in respect of quota share rensurance contract - 2009 YOA 130,023 -
Due to other group companies 48 373
Other creditors 25,037 129
269,075 187,084

The amount due to GAIL n respect of quota share resnsurance contracts will be settled upon closure of the relevant YOA The 2007 YOA was closed with effect from
31 December 2009 and the amounts due to GAIL will be setled when the profits of the YOA are distnbuted w Apnl 2010 s currently anbtipated that the 2008 YOA
will close on 31 December 2010 and the 2009 YOA will close on 31 December 2011

Ark Corporate Member Limuted

16




Notes to the financial statements

18 Deferred taxation
2009 2008
£000 £'000
Prowision at 1 January 504 -
Underwnting results taxable on closure of the 2007, 2008 and 2009 YOA 471 504
Deferred tax lability at 31 December 975 504
19 Related parties
Ultimate parent company

The results of ACML are consohdated i the financial statements of GAIHL, a company registered n Bermuda  The regrstered office 1 Clarendon House, 2 Church
Street, Hamilton, HM11, Bermuda  No other group financial statements include the results of ACML  The consohdated financial statements of GAIHL are not
avallable to the public

Other disclosures

ACML has taken advantage of the exemption for wholly owned subsidianes available n FRS8 and has not disclosed related party transactions between itself and
other group companies

20 Funds at Lioyd’s

In case syndicate assets prove msufficient to meet the member's underwnting liabikties, AGML 15 required to arrange for addibonal capital to be held at Lioyd's, known
as FAL, which 1s held n trust  For the 2007, 2008 and 2009 YOA FAL was provided on behalf of ACML by GAIL

Under the capital regime for Lloyd's syndicates, the Financial Services Authonty (‘*FSA”) requires ASML to perform an indwidual capital assessment (CA" of the
Syndicate to determine the level of FAL required  The ICA process requires an assessment of gross nisks faced by the business The controls to mitigate these nsks
are then assessed to give the net or residual nsks faced These nsks are quantified as far as possible to amve at the amount of capital needed to support the
Syndicate  The ICA 1s reported to Lloyd's who review the process and calculation of the ICA in light of the aggregate amount of capital the Lloyd's market 1s required
to held as agreed with the FSA - The Syndicate's ICA may be increased in order to ensure that sufficent capstal 1s held across the Lloyd's market
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