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Directors’ report
The directors present their annual report and financial statements for the year ended 31 December 2013
Group structure

Group Ark Insurance Holdings Limited (*GAIHL") is the group parent company, and 1s a Bermuda registered company  The major active trading companes that make
up the Ark group as at 31 December 2013 are

. Ark Syndicate Management Limited {*ASML"), incorporated n the UK, the managing agent of Syndicate 4020 ('the Syndicate’} and Special Purpose
Syndicate 6105 {“Syndicate 81057,

. Ark Corporate Member Limited {(“ACML"), incorporated in the UK, a corporate member which participates on the 2011, 2012 and 2013 years of account
(“YOA™ of the Syndicate,

. Ark Corporate Member (No 2) Limited ("ACML2") and Ark Corporate Member (No 3) Limited (“ACML3"), incorporated in the UK, corparate members which
have no current participation on the Syndicate,

. Ark Underwnting Inc ("AUI"), ncorporated in Connecticut, USA, a brokered reinsurance service company for ASML, and

. Group Ark insurance Limited (*GAIL"), incorporated 1n Bermuda, a class IIf reinsurer  GAIL has wntten a 90% quota share of ACML In respect of it's
participation on the 2013, 2012 and 2011 YOA of the Syndicate  GAIL provides Funds at Lloyd's {*FAL"} on behalf of ACML to support the underwnting of
the Syndicate

Directors and Directors interests

N Bonnar
N Deshpande
N Smith

The directors served from 1 January 2013 to the date of this report, unless stated otharwise  Cerlain directors own shares in GAIHL, the ultmate parent company
Details of directors' shareholdings in GAIHL are disclosed in the accounts of ASML, a copy of which can be requested from the registered office of ACML3

Disclosure of information to auditors

The directors of ACML3 who held office at the date of approval of this report confirm that, so far as they are each aware, there 1s no relevant audit information of
which the audilors 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 LLP have expressed their willingness to continug in office as auditors to the company  ACML3 has an elective resolution in place under Section 487{2) of the
Companies Act 2006 to dispense with the obligation to appont auditors annually

Compgny Secretary
16 Apnl 2014
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Strategic report

The principal activity of ACML3 is that of a Lioyd's corporate member  ACML3 participated on the 2009 YOA of the Syndicate During the year Funds at Lioyd's were
made inter-available for the benefi of ACML

The pnncipal nsks and uncertainties of ACML3 are aligned with the Syndicate  ASML has developed and mamtams a nsk register within its nsk management
framework  Identfied nsks are grouped into major nsk categones according to their nature, and by whom they are managed The nsk management framework
altows new nsks to be identfied and new controls to be put 1n place as necessary, erther to prevent the occurrence of the event or to miiigate its impact  These are
explained in more detail in the accounts of the Syndicate, a copy of which can be requested from the registered office of ACML3

The profit after taxation for the year was £0 4m (2012 £06m) No dvidend 1s proposed (2012 Nil)

AGML3 15 not participating on the 2014 YOA of the Syndicate

In Novembar 2013, Ark management and staff entered into an agreement with the existing pnvate equity mvestors to efiect a management buy out  As a result,
Group Ark Insurance Holdings Limited began a share repurchase programme, the first tranche of which was completed in December 2013 The remaining shares of

GAIHL are expected to be purchased in full by Ark Insurance Holdings Limited, & newly formed holding company in 2014

By order of the Board

16 Apnl 2014
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Statement of directors’ responsibilities

The following 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 applicable law and regutations

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 far view of the state of affarrs of the
company and of the profit or loss of the company for that penod  In prepanng these financial statements, the directors are required to

1 select sutable accounting policies and then apply them consistently,
2 make judgments and estimates that are reasonable and prudent,
3 state whether applicable UK Accounting Standards have been followed, subject to any matenal departures disclosed and explained in the financial

statements, and
4 prepare the financial statements on the going cancern basts unless 1t 1s mappropnate to presume that the company witl continue In business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company's transactions and disclose with
reasonable accuracy at any tme the financial position of the company and enable them to ensure that its financial statements comply with the Companies Act 2006
They have general responsibility for taking such steps as are reasonably open to them o safeguard the assets of the company and to prevent and detect fraud and
other imequlanties

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

Ark Comporate Member (No 3) Limited
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Independent auditors’ report to the member of Ark Corporate Member (No 3) Limited

We have audited the financial statements of Ark Corporate Member {No 3) Limited (Company Number 6756414) for the year ended 31 December 2013 set out on
pagas 7 to 16 The financial reporting framework that has been applied in therr preparation 1s applicable law and UK Accounting Standards (UK Generally Accepted
Accounting Principles}

This report 1s made solely to the company's member, 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 member those matters we are required to state te 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 member, as a body, for our audit
work, for this report, or for the opinions we have formed

Respective responsibiities of directors and auddors

As explained more fully in the Directors’ Responsibilities Statement set out on page 5, the company's directors are responsible for the preparation of the financsa!
statements and for being satisfied that they give a true and farr view Qur responsibility 1s to audit and express an opinion on the financial statements in accordance
with apphcable law and International Standards on Auditng (UK and Ireland} 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 deseniption of the scope of an audit of financial statements is provided on the FRC's web-site at www frc org ul/auditscopeukprivate

Opimion on financial statements

In our opimion the financial statements
= qgwe atrue and fair view of the state of the company's affars as at 31 December 2013 and of its profit for the year then ended,
. have been properly prepared in accordanca 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 prescribed by the Companies Act 2006

In our opinion the information given n 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 requires us to report to you if, In our opinion
+  adequate accounting records have not been kept, or retums adequate for our audit have not been recewved from branches not wisited by us, or
«  the financial statements are not in agreement with the accounting records and retums, or
«  cortan disclosures of directors’ remunerabion specifisd by law are not made, or
«  we have not recenved all the information and explanations we require for our audit

Lol ot s

Robert Lewis (Senor Statutory Auditor)

For and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

15 Canada Square

London

E14 5GL

2 May 2014
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Proht and loss account
For the year ended 31 December 2013

2013 2012
Notes £000 £'000
There were no transactions through the techrnical account
Non-technical account
Other expenses (25}
Loss on ordinary activities before taxation {25}
Taxaton credit/{charge) on loss on ordinary activities 5 414 {540)
Profit/ {loss) on ordinary actmties after taxation 37 414 (565)
Statement of total recognised gains and losses
2013 2m2
Notes £000 £'000
Profit/ {loss) for the financial year 7 414 (565)
Currency translation difference on foreign curency ledgers 7 (1)
Total recognised profits / {losses) in the financial year 414 (566)

All operations are continuing The notes on pages 9 fo 10 form part of these financial statements

Ark Carporate Member (No 3} Limited
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Balance sheet
As at 31 December 2013

2013 2012
Notes £'000 £000
Assels
Other debtors 180 180
Total assets 180 180
Liabilities
Capital and reserves
Called up share capital [ R R
Profit and loss account 7 (1,301) {1,715}
Other reserves 7 8 )
(1,293} (1,707)
Creditors
Other creditors including taxation and social secunty B 1,473 1,887
Total liabilitres 180 180

The notes on pages 9 to 10 form part of these financial statements  The financial statements were approved by the Board on 16 Apnl 2014 and signed on its
behalf by

N Smith, Difector
16 Apnl 2014
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Notes to the financial statements

1 Basis of preparation
These financial statements have been prepared in accordance with section 255 of, and Schedule 3 to, the Companies Act 2006 and applicable Accounting Standards
in the United Kingdom They comply with the Statement of Recommended Practice on Accounting for Insurance Business issued in December 2005 by the

Association of Bnush Insurers (as amended in December 2006)

Under Financial Reporiing Standard 1, ACML3 s exempt from the requirement to prepare a cash flow statement on the grounds that the company 1s a subsidiary with
more than 90% of the voting nghts controlled by GAIHL which has produced a consolidated cash flow statement.

2 Accounting policies
The financial statements are prepared under the histonical cost convention

a Taxation
ACML3 15 taxed on its share of the underwnting resuits 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 relate to the open years of account and will only be dedlared for tax purposes in the year
following the closure of the year of account  Other profits are assessable to tax in the same year as they are recognised for accounting purposes, after adustment
In accordance with tax legisiation
The charge for taxation based on the result for the year takes nto accoun! taxation deferred because of timing differences between the treatment of certain items for
taxaton and accounting purposes  The provisions of FRS 19 “Deferred Tax" have been adopted in these financial statements  Deferred tax 1s recognised without
discounting in respect of all tming differences between the treatment of certain items for taxation and accounting purposes  As a consequence, full provision has
been made for the deferred tax on tax assets and habiibes ansing on timing diferences

3 Operating expenses

The profit on ordinary activities after taxation 15 stated after charging

2013 2012
£'000 £'000
Incusred by ASML on behalf of ACML3 - audit fees 3 9
4 Directors and employees
All staff are remunerated by ASML  The directors do not receive any remuneration in respect of ther services to ACML3
5 Taxation
2013 2012
£000 £'000
UK corporation tax {credit) / charge for the year {414} 414
Movement in deferred taxation . 126
Taxation on loss on ordinary activities {414} 540

There are no known factors that would significantly impact the future tax charge of ACML3

Ark Corporate Member (No 3) Limited
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Notes to the financial statements

5 Taxation {continued)

The current tax (credit) / charge for the year 15 lower / higher than the standard rate of corporation tax in the UK of 23 25% apphed to the loss for the year The
difference 1$ explained below

2013 2012
£'000 £000
Loss on ordinary activilies - (25)
UK cerporation tax credit at 23 25% (2012 24 5%) based on the UK loss for the year - {6}
Taxation effect of
Adjustments in respect of pnor years (414) -
Profits not taxable in the current year - 420
Current taxation on loss on ordinary activities {414) 414
6 Share capital
Aliotted, 1ssuedand  Allotted, issued and
Authonsed Authansed fully paid fully paid
Number £000 Number £'000
Ordinary shares of £1 each 1,000 1 1 -
7 Reconciliaion of movemnent in shareholders’ funds
Profit and loss
Share capital account Other reserves Total
£000 E'000 £'000 £000
At 1 January 2012 - {1,150} 9 (1,141)
Loss for the perod - (565) - {565)
Currency translation diference on foreign currency fedgers - - n n
At 31 December 2012 - {1,715) 8 {1,707)
Profit for the penod - 414 - 414
Currency translation difference on foreign cumency ledgers - - -
Closing shareholders' funds - {1,301) 8 (1,293)
8 Other creditors including taxation and secial security
2013 2012
£000 £'000
Amounts due to fellow group companies 1,473 1,473
Other - 414
1,473 1,887
9 Related parties
Utimate parent company

The results of ACML3 are consolidated in the financial statements of GAIHL, a company registered i Bermuda  The registered office 15 Clarendon House, 2 Church
Street, Hamilton, HM11, Bermuda No other group financial statements include the resulis of ACML3  The consolidated financial statements of GAIHL are not
avallable to the public

ACML3 has taken advantage of the exemption for wholly owned subsidianes avallable in FRS8 and has not disclosed related party transactions between rself and
other group companies
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