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Five Year Financial Highlights

Year ended 31 December

2006 2005 2004 20083 2002
£m £m £m £m £m

Gross premiums written 991.1 990.0 942.2 1,097.4 988.3
Net premiums written 773.7 824.9 781.6 921.9 793.1

Net earned premiums 844.4 827.5 782.0 890.6 699.4
Net claims (353.6) (467.3) (892.1) (442.8) (438.5)
Expenses (314.9) (246.5) (290.9) (336.1) (225.2)
Investment income 42.7 44.6 415 25.0 44.9
Profit for the financial year 218.6 158.3 1411 136.7 80.6
Claims ratio 42% 57% 50% 50% 63%
Expense ratio 34% 25% 32% 35% 33%
Combined ratio 76% 82% 82% 85% 96%

The syndicate performance data shown in the table above is presented on an annual accounting basis and in accordance with UK GAAP. For 2004 and
prior this data is different to that originally reported to members, which was prepared on the Lloyd’s three year basis of accounting, in accordance with

the Syndicate Accounting Byelaw.

In calculating the expense and combined ratios certain personal expenses payable to the managing agency have been excluded.
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Report of the Directors of the Managing Agent

The directors of the managing agent (“the company”) present their report for
Syndicate 2001 for the year ended 31 December 2006.

Principal activity and review of the business
The principal activity of Syndicate 2001 remains the transaction of general
insurance and reinsurance business in the United Kingdom.

The total capacity of the Syndicate for each of the years of account open
during 2006 was as follows:

£m
2004 year of account 1,000.0
2005 year of account 850.0
2006 year of account 1,000.0
Reporting basis

The financial statements for Syndicate 2001 have been prepared in
accordance with the Insurance Accounts Directive (Lloyd’s Syndicate and
Aggregate Accounts) Regulations 2004 that came into effect on

31 December 2004 and present the underwriting results on the annual
basis of accounting.

The result for 2006 is a profit of £218.7 million (2005: £158.3 million) and is
expected to be distributed to syndicate members in April 2007.

The Syndicate’s profit of £218.7 million (2005: £158.3 million) represents
another excellent year underpinned by our decision to grow our property
reinsurance account and to reduce our purchase of retrocessional
reinsurance due to the lack of cost effective cover. Consequently with
catastrophe claims experience in 2006 at low levels, a stark contrast to
2005 when the insurance industry experienced record losses, profits have
grown significantly.

The contribution from underwriting, therefore, has grown to £176.0 million
(net of expenses) (2005: £113.7 million) with an overall combined ratio
improving to 76% (2005: 82%).

Underwriting reserves continue to run off satisfactorily with £68.9 million
(2005: £90.3 million) being released to profit whilst still maintaining
reserving levels that are consistent in relative strength to those held at
31 December 2005.

Operating expenses include exchange losses which arise through the
translation of non monetary assets and liabilities at historic exchange rates
compared to all monetary items at closing rates. The impact of this in the
year is to reduce profit by £27.9 million (2005: increase profit by £26.2 million).

Investments, net of expenses, contributed £42.7 million (2005: £44.6 million).
The Syndicate’s investment balances continue to grow despite our Bond
portfolio generating poor absolute returns as interest rate expectations rose
in the UK and the United States.

Underwriting performance
2005 2006
£m £m
Gross premium written 990.0 991.1
Net premium written 824.9 773.7
Net earned premium 827.5 844.4
Claims ratio % 57 42
Expense ratio % 25 34
Combined ratio % 82 76

Gross premiums written remains on par with 2005 levels but contains
growth in property, energy and reinsurance classes balanced out by
contraction in our UK commercial and aviation business.

Net premium written in the year has reduced due to an increase in total
reinsurance purchased. The decision to purchase less retrocessional
reinsurance through traditional channels produced year on year savings

but the Syndicate purchased limited retrocessional cover, a whole account
quota share reinsurance and a number of variable quota share treaties from
Amlin Bermuda Limited at a cost of £94.2 million for the first time.

Net earned premium, upon which the profit is recognised, has risen by 2%
as the effect of the increase in reinsurance purchasing will be partly
recognised during 2007.

With the low level of catastrophe claims experience in 2006 the Syndicate’s
claims ratio has improved to 42% (2005: 57%). A more detailed summary
is provided at a divisional level later in this report.

7% of the increase in the expense ratio is due to the movement in exchange
losses in 2006 from exchange profits in 2005 which arose through the
translation of non monetary assets and liabilities.

Divisional performance

Syndicate 2001 business is organised into segments which broadly reflect
the markets and the nature of business in which the segments trade.

The combined ratios quoted in the following segmental analysis are after
removing the exchange differences on the translation of non monetary
assets and liabilities.

Non-marine 2005 2006

£m £m
Gross premium written 5571 554.5
Net premium written 456.2 4341
Net earned premium 447.5 482.3
Claims ratio % 68 36
Expense ratio % 29 30
Combined ratio % 97 66

The non-marine division remains the Syndicate’s largest business segment,
accounting in 2006 for 56% (2005: 56%) of the gross premiums written.
The business is a blend of classes which are exposed to catastrophic loss
(e.g. catastrophe reinsurance), large claim events (e.g. aviation reinsurance)
and attritional claims (auto and casualty).

Non-marine
2006

35.7%
11.0%
3.7%
5.9%
21.0%
6.4%
6.7%
2.7%
4.7%
2.2%

Catastrophe reinsurance
Property reinsurance
Marine/Aviation reinsurance
Proportional reinsurance
Property Insurance

Auto

Liability

Accident & Health

Other

Trade Credit
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Gross written premium fell by less than 1% to £554.5 million for 2006.
Renewal rates increased by 11.5%. The underlying rate movement picture
was mixed. There was little change to rates or small reductions in most
attritional classes but increases of 28% in US catastrophe reinsurance as
the market responded to the 2005 events.

Amlin Underwriting Limited Syndicate 2001 Annual Report 2006 3




Report of the Directors of the Managing Agent

However due to the change in reinsurance arrangements for 2006, with a
lower level of retrocessional reinsurance purchased, net written premium,
before reinsurance to Amlin Bermuda is deducted, increased by 7.9% to
£492.4 million.

The division’s combined ratio was 66% (2005: 97 %). The improvement
reflects the lack of catastrophic losses on a relatively higher net premium
base. Reserve releases amounted to £21.9 million (2005: 23.7 million).

Marine 2005 2006

£m £m
Gross premium written 172.7 210.8
Net premium written 146.7 169.0
Net earned premium 141.0 160.8
Claims ratio % 34 43
Expense ratio % 32 38
Combined ratio % 66 81

The marine division accounted for 21% (2005: 18%) of gross premiums
written in 2006 with business representing a mixture of volatile classes like
energy, specie and war and more attritional classes like hull, cargo and
yacht. The business is written worldwide, reflecting the nature of marine
risk. However the yacht and bloodstock accounts have a greater UK
concentration.

Marine
2006

H A

Bloodstock 9.4%
Cargo 11.1%
Hull 10.1%
Liability 11.1%
Energy 26.8%
Specie 5.4%
War 13.7%
Yacht 12.5%
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Renewal rate increases were 4.5% overall. Pricing was stable in most
classes except energy and war. Energy renewal rates increased by 48%
as the market reacted to the heavy losses for energy insurance emanating
from the 2005 hurricanes. Renewal rates for the war account fell by 6.4%
as a lack of loss activity encouraged continued competition.

The combined ratio was again strong at 81% (2005: 66%). Reserve
releases totalled £19.1 million (2005: £29.5 million) as claims development
was better than expected in most areas. This release is net of £5.9 million
deterioration on our 2005 hurricane related energy losses which arose from
anumber of material late claims advices. The claims ratio has also been
increased by 8% by one large disputed risk loss of £13 million. This is an
extraordinary circumstance which we would not expect to see repeated
frequently.

Aviation 2005 2006

£m £m
Gross premium written 83.1 75.8
Net premium written 58.7 44.7
Net earned premium 69.9 59.6
Claims ratio % 49 50
Expense ratio % 26 34
Combined ratio % 75 84

The aviation division accounted for 8% (2005: 8%) of gross premiums written
in 2006 made up of a mixture of aviation related classes including airline,
general aviation, airport and product liabilities and satellite insurance. Each
class is exposed to large loss events and potentially to catastrophic losses.
The line size required to write in this area is also large and a comprehensive
reinsurance programme is fundamental to writing this business.

Avi

25.0%
171%
21.9%
26.3%

9.7%

Airline

Product Liabilities
General Aviation
Airport Liabilities
Space
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The airline portfolio has reduced again in 2006 with continued intense
competition forcing rating declines. Average renewal rate reductions in
2006 were 19%. The lack of major airline losses is the principal driver
behind the falls in rating but we do not believe that the falls are warranted
given the risk exposures that we underwrite. Consequently we have
continued to reduce our exposures. The airline account now represents
only 25% of total aviation income.

The other aviation related classes remained relatively stable in 2006, although
claims inflation in the liability classes reduces expected profit margins.

Given this background the combined ratio was strong at 84% (2005: 75%)
with a benign large loss environment in the second half of the year evened
out a relatively busy first half. Reserve releases amounted to £8.0 million
(2005: £9.4 million).

UK commercial 2005 2006

£m £m
Gross premium written 1771 150.0
Net premium written 163.3 125.9
Net earned premium 169.1 141.7
Claims ratio % 50 58
Expense ratio % 23 26
Combined ratio % 73 84
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Report of the Directors of the Managing Agent

Gross premium written for UK commercial represented 15% (2005: 18%)
of 2006 income. The division underwrites insurance for mainly UK based

clients and the majority of risks are not written in the subscription market

but are assumed entirely by the division.

The division writes a balanced portfolio of motor and liability business,
combined with a small property account.

UK commercial
2006

F

Fleet/Other motor
Commercial Combined
Employer’s Liability
Public/Products Liability
Professional Indemnity
Financial institutions

46.8%
7.9%
18.5%
8.4%
15.3%
3.0%
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The UK commercial market has seen increasing competition over the recent
years and this continued in 2006. Overall renewal rates fell by 2.7% but
claims inflation is estimated to have reduced margins by a further 6%.

The motor account renewal rate reduced by 1% and liability by 5.2%. In the
face of this competition the division reduced its underwriting activity with
retention rates falling to 68% (2005: 78%).

In this environment the combined ratio of 84% (2005: 73%) is again
commendable. Reserve releases were again healthy at £19.8 million
(2005: £27.8 million) reflecting the continued steady release of case
reserves as claims are settled. The expense ratio has risen by 3% in the
year as lower levels of premium are earned against a fixed expense base.

Investment performance
The investments contribution, net of expenses, of £42.7 million
(2005: £44.6 million) was lower due to difficult bond market conditions.

The Syndicate’s investments were in short dated bonds, a property fund
of funds or cash. Our asset benchmarks are set by matching assets to
liabilities in terms of duration and currencies. The assets held are liquid
such that liabilities can be readily settled as they fall due.

The return on short dated sterling bonds was 2.5% (2005: 5.3%) with 3.8%
(2005: 1.6%) on short dated US dollar bonds. Rising oil prices in the first part
of the year and generally solid economic growth increased inflationary
pressures during 2006 keeping most central banks on a monetary tightening
bias. The US Federal Reserve continued to raise interest rates until August,
the European Central Bank increased interest rates throughout the year and
the Monetary Policy Committee in the UK surprised the markets by
tightening policy in August, a move they consolidated by a further rise in
November. This background was not positive for the short end of bond
markets, as it caused yields to rise, and therefore prices to fall.

Due to rising interest rates cash returns have been relatively attractive and
returned 4.8% (2005: 4.6%) on sterling funds and 5.1% (2005: 3.1%) on
US funds during the period.

During the year a property fund of funds was established returning 3.0%
(2005: nil) during the period.
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Principal risks and uncertainties

Insurance risk

The Syndicate accepts insurance risk in a range of classes of business
through four separate underwriting businesses. The bias of the portfolio
is towards short-tail property and accident risk but liability coverage is
also underwritten.

In the underwriting of insurance or reinsurance policies the Syndicate’s
underwriters use their skill, knowledge and data on past claims experience to
evaluate the likely claims cost and therefore the premium which should be
sufficient (across a portfolio of risks) to cover claims costs, expenses and to
produce a profit. However due to the nature of insurance risk there is no
guarantee that the premiums charged will be sufficient to cover claims costs.
This shortfall may be caused by insufficient premium being charged or result
from an unexpectedly high level of claims.

A number of controls are deployed to limit the amount of insurance exposure
underwritten. Each year a business plan is prepared and agreed which is
used to monitor the amount of premium income to be written in total and for
each class of business. Progress to this plan is monitored during the year.
The Syndicate also operates under a line guide which determines the
maximum liability per policy which can be written for each class and for each
underwriter. These can be exceeded in exceptional circumstances but only
with the approval of senior management. Apart from the UK and some of the
international comprehensive motor liability portfolio, which has unlimited
liability, all policies have a per loss limit which caps the size of any individual
claims. For larger sum insured risks reinsurance coverage may be
purchased. The Syndicate is also exposed to catastrophe losses which may
impact many risks in a single event and again reinsurance is purchased to
limit the impact of loss aggregation from such events.

The insurance liabilities underwritten by the Syndicate are reviewed on an
individual risk basis and through review of portfolio performance. All claims
arising are reserved upon notification. Each quarter the entire portfolio of
business is subject to a reserving process whereby levels of paid and
outstanding (advised but not paid) claims are reviewed. Potential future claims
are assessed with a provision for incurred but not reported (IBNR) claims
being made. This provision is subject to review by senior executives and an
independent internal actuarial assessment is carried out by the in-house
actuarial team to determine the adequacy of the provision. Whilst a detailed
and disciplined exercise is carried out to provide for claims advised, it is
possible that these could exceed the reserves carried. Furthermore there is
increased uncertainty in establishing an accurate provision for claims which
have been incurred but not reported and there is a possibility that claims may
arise which in aggregate exceed the reserve provision established. This is
partly mitigated by the reserving policy adopted by the Syndicate which is to
carry reserves with a margin over the actuarial best estimate.

The review of claims arising may result in underwriters adjusting pricing
levels to cater for an unexpectedly higher trend of claims advices or
payments. However, this may not be possible in a competitive market and
underwriters may respond either by accepting business with lower
expected profit margins or declining to renew and thus reducing income.
Also, there is a portfolio of risk already underwritten which cannot be re-
priced until renewal at the end of the policy period.

Reinsurance arrangements

The Syndicate purchases proportional reinsurance to supplement line size
and facilitate cover to reduce exposure on individual risks. A part of the
premium ceded under such facilities is placed with Amlin Bermuda and a
separate proportional facility is placed for the US catastrophe XL portfolio.
The Syndicate also purchases a number of excess of loss reinsurances to
protect itself from severe frequency or size of losses. The structure of the
programme and type of protection bought will vary from year to year
depending on the availability and price of cover.




Report of the Directors of the Managing Agent

There is no guarantee that reinsurance coverage will be available to meet

all potential loss circumstances as, for very severe catastrophe losses, it is
possible that the full extent of the cover bought is not sufficient. Any loss
amount which exceeds the programme would be retained by the Syndicate.
Itis also possible that a dispute could arise with a reinsurer which reduces
the recovery made. The reinsurance programme is bought to cover the
expected claims arising on the original portfolio. However it is possible for
there to be a mismatch or a gap in cover which would result in a higher than
expected retained loss.

Realistic Disaster Scenario (RDS) analysis

The Syndicate has a defined event risk appetite which determines the
maximum net loss that it intends to retain for major catastrophe event
scenarios. Currently these are a maximum of £200 million.

These losses are extreme events — with an occurrence probability which is
lower than 1in 100 years estimated for the natural peril or elemental losses.
The Syndicate also adopts risk appetite maximum net limits for a number
of other scenarios including aviation collision (£140 million) and North Sea
rig loss (£100 million).

The risk appetite policy recognises that there may be circumstances in
which the net event limit could be exceeded. Such circumstances include
non renewal or delay in renewal of reinsurance protection, reinsurance
security failure, or regulatory and legal requirements.

A detailed analysis of catastrophe exposures is carried out every quarter
and measured against the risk appetite.

There is no guarantee that the assumptions and techniques deployed in
calculating these event loss estimate figures are accurate. Furthermore
there could also be an unmodelled loss which exceeds these figures.
The likelihood of such a catastrophe is considered to be remote but the
most severe scenarios modelled are simulated events and these
simulations could prove to be unreliable.

Areas of uncertainty

The reserves established can be more or less than adequate to meet
eventual claims arising. The level of uncertainty varies significantly from
class to class but can arise from inadequate case reserves for known large
losses and catastrophes or from inadequate provision for IBNR. The impact
on profit before tax of a 1% variation in the total net claims reserves would
be £11 million (2005: £11 million).

Large loss case reserves are determined through careful analysis of the
individual claim, often with the advice of legal advisers. Liability claims
arising from events such as the 11 September 2001 terrorist attacks in the
United States are examples of a case where there continue to be some
uncertainty over the eventual value of claims.

Property catastrophe claims such as earthquake or hurricane losses can take
several months or years to develop as adjusters visit damaged property and
agree claim valuations. Until all the claims are settled it requires an analysis

of the area damaged, contracts exposed and the use of models to simulate
the loss against the portfolio of exposure in order to arrive at an estimate of
ultimate loss to the Syndicate. There is uncertainty over the adequacy of
information and modelling of major losses for a period of several months after
a catastrophe loss. Account should also be taken of factors which may
influence the size of claims such as increased inflation or a change in law.

The long tail liability classes, for which a large IBNR has to be established,
represent the most difficult classes to reserve because claims are notified
and settled several years after the expiry of the policy concerned. This is
particularly the case for US liability written on a losses occurring basis.

The use of historical development data adjusted for known changes to
wordings or the claims environment is fundamental to reserving these
classes. Itis used in conjunction with the advice of lawyers and third party
claims adjusters on material single claims.

The allocation of IBNR to the reinsurance programme is an uncertain
exercise as there is no knowledge of the size or number of future claims
advices. The assumption over future reinsurance recoveries may be
incorrect and unforeseen disputes could arise which would reduce
recoveries made.

In the course of reserving the businesses provide a reserve for future events
occurring to the existing portfolio. These provisions are removed in order to
reflect generally accepted accounting practice.

Credit risk

Credit risk is the risk that the Syndicate becomes exposed to loss if a
counterparty fails to perform its contractual obligations, including failure to
perform them in a timely manner. Crediit risk could therefore have an impact
upon the Syndicate’s ability to meet its claims as they fall due. Credit risk
can also arise from underlying causes that have an impact upon the
creditworthiness of all counterparties of a particular description or
geographical location. Syndicate 2001 is exposed to credit risk in its
investment portfolio and with its premium and reinsurance debtors.

As well as actual failure of a counterparty to perform its contractual
obligations, the price of corporate bond holdings will be affected by
investorsi perception of a borrower’s ability to perform these duties in a
timely manner. Credit risk within the investment funds is managed through
the credit research carried out by the Fund Managers. The Investment
Guidelines are designed to mitigate credit risk by ensuring diversification of
the holdings. For each portfolio there are limits to the exposure to single
issuers and to the total amount that can be held in each credit quality rating
category, as determined by reference to credit rating agencies.

The credit risk in respect of reinsurance debtors is primarily managed by
review and approval of reinsurance security, by the Group’s Reinsurance
Security Committee, prior to the purchase of the reinsurance contract.
Guidelines are set, and monitored, that restrict the purchase of reinsurance
security based on Standard and Poor’s ratings and the Group’s own ratings
for each reinsurer. Provisions are made against the amounts due from
certain reinsurers, depending on the age of the debt and the current rating
assigned to the reinsurer.

Investment risk

The Syndicate manages its investments in accordance with investment
framework that is set by the Board of Amlin Underwriting Limited.

This framework determines investment policy and the management of
investment risk. They are reviewed on a regular basis to ensure that the
Board'’s fiduciary and regulatory responsibilities are being met. The Board
delegates responsibility for the management of the investments to the
Investment Management Executive and the Investment Advisory Panel.

The Investment Management Executive comprises the Chief Executive,
Finance Director, Underwriting Director and Chief Investment Officer. They
meet monthly to determine investment tactics to ensure that asset allocation
is appropriate for current market conditions and is in accordance with the
investment frameworks. The Investment Management Executive appoints
and monitors the external Investment Managers as well as monitoring the
custodians that are responsible for the safekeeping of the assets.

The Investment Advisory Panel, which consists of external investment
professionals as well as members of the Investment Management
Executive, meets quarterly. The Panel has been delegated responsibility to
monitor and critique investment strategy and tactics. In addition Group
Compliance provides advice on investment regulations.
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Report of the Directors of the Managing Agent

Risk tolerance

The investment process is led by the risk tolerance, which is determined by
the underwriting cycle and the requirements of the capital providers. In a
hard underwriting market capital preservation is paramount in order to
support the insurance business and, therefore, the risk tolerance for the
corporate assets will be low. Conversely, the risk tolerance for the
policyholders’ funds under these circumstances will be relatively high due to
the strong cash flows. In a soft underwriting market the opposite applies.

Valuation risk

The Syndicate’s earnings are directly affected by changes in the valuations of
the investments held in the portfolios. These valuations vary according to
the movements in the underlying markets. Factors affecting markets include
changes in the economic and political environment, risk appetites, interest
rates and exchange rates. These factors have an impact on the Syndicate’s
investments and are taken into consideration when setting strategic
benchmarks and tactical asset allocation.

Interest rates

Investors’ expectations for interest rates will impact bond yields. The value
of the Syndicate’s bond holdings is therefore subject to fluctuation as bond
yields rise and fall. If the yield falls the capital value will rise, and visa versa.
The sensitivity of the price of a bond is indicated by its duration. The greater
the duration of a security, the greater its price volatility. Typically the longer
the maturity of a bond the greater its duration.

Liquidity risk

This is the risk that the Syndicate will not be able to meet its liabilities as they
fall due. Liquidity in the event of a major disaster is tested regularly using
internal cash flow forecasts and realistic disaster scenarios. In addition, the
policyholders’ funds Investment Guidelines require at least 25% of the funds
to be held in government bonds and/or cash equivalents, which are highly
liquid. If a major insurance event occurs the investment strategy is reviewed to
ensure that sufficient liquidity is also available in the corporate funds.

Itis important to ensure that claims are paid as they fall due. Levels of cash
are therefore managed on a daily basis. Buffers of liquid assets are also held
in excess of the immediate requirements. The policy of limiting the extent of
duration divergence between the policyholders’ assets and the liabilities
helps to reduce the risk of a cash flow mismatch.

Foreign exchange risk

Currently policyholders’ assets are held in the base currencies of sterling,
euros, US dollars and Canadian dollars, which represent the majority of the
Syndicates liabilities by currency.

Foreign exchange exposure also arises when business is written in non-base
currencies. These transactions are converted into sterling at the prevailing
spot rate once the premium is received. Consequently there is exposure to
currency movements between the exposure being written and the premium
being converted. Payments in non-base currencies are converted back into
the underlying currency at the time a claim is to be settled; therefore the
Syndicate is exposed to exchange rate risk between the claim being made
and the settlement being paid.

Foreign exchange risk arises until non-sterling profits are converted into
sterling. It is Amlin Underwritings Limited’s policy to mitigate foreign
exchange risk by systematically converting non-sterling profits into sterling.
Given the inherent volatility in some of our business a cautious approach
is adopted on the speed and level of sales, but we seek to extinguish all
currency risk on earned profit during the second year after the
commencement of any underwriting year. The intention is to time the
currency transactions in order to optimise the conversion rates. This
approach is part of risk management strategy as it avoids the inherent
dangers of élumpieri sales. It is not the intention to take speculative
currency positions in order to make currency gains.

The Syndicate will occasionally transact currencies on a forward basis.
These are carried out with well rated banks, so as to limit the counterparty
risk. The transactions are not designed as specific hedges and therefore
realised and unrealised gains and losses are recorded in the profit and loss
account of the period in which they occur. As at the end of December 2006
the Syndicate had no direct forward contracts outstanding. The Investment
Managers did hold some forward foreign exchange contracts in their
portfolios at the year end in order to hedge non-base currency investments.
These are marked to market in their valuations.

Regulatory risk

Regulatory risk is the risk that the Syndicate fails to meet the regulatory
requirements of the Financial Services Authority on Lloyd’s. Lioyds’
requirements include those imposed on the Lloyd’s market by overseas
regulators, particularly in respect of US situs business. Amlin Underwriting
Limited, the managing agency, has a compliance officer who monitors
regulatory developments and assesses the impact on agency policy.

Operational risk

Operational risk is the risk that failure of people, systems and processes
leads to losses to the Syndicate. The Syndicate manages these risks
through internal compliance monitoring and the use of detailed procedure
manuals. In addition, the Amlin Group has an internal audit and risk
assessment and monitoring department which assists Amlin Underwriting
Limited to meet the strategic and operational objectives of the Syndicate
through the provision of independent appraisal of the adequacy and
effectiveness of internal controls in operation and to provide reasonable
assurance as to the adequacy of systems and procedures to enable full
compliance with all relevant regulatory and legal requirements.

Future developments

Syndicate 2001’s underwriting capacity for 2007 is £1.0 billion (2006:
£1.0 billion). The Syndicate will continue to transact the current classes of
general insurance and reinsurance business.

Directors
The Directors of the managing agent who served during the year ended
31 December 2006 are shown on page 2.

So far as each of the directors is aware, there is no relevant audit information
of which the Syndicate’s auditors are unaware, and each of the directors
have taken all the steps that he ought to have taken as a director in order to
make himself aware of any relevant audit information and to establish that
the Syndicate’s auditors are aware of that information.

Directors’ interests
The following directors, and their related parties, who held office at the end
of the year, held the following shares and share options in Amlin plc:

Shares
At At
1January 31 December
2006 2006
S CW Beale 283,554 283,554
R G Dampier _ _
D J Harris - -
JleT llingworth 200,929 329,392
Executive share and Sharesave options
At 1 January At
2006 (or date of 31 December
appointment)  Exercised Granted 2006
S CW Beale 341,288 216,127 30,461 155,622
R G Dampier 165,335 39,929 30,717 156,123
D J Harris 246,646 62,789 45,153 229,010
JleT lllingworth 625,029 348,368 51,143 327,804
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Report of the Directors of the Managing Agent

Messrs Carpenter, Hextall, Holt, Mylvaganam and Philipps, who were
directors of the Company throughout the year, and Messrs Taylor, Wrightson,
Buchanan, Davey, and Joslin who were appointed during the year, were
also directors of Amlin plc as at 31 December 2006. Their shares and share
options in Amlin plc are disclosed in the consolidated financial statements of
that company.

Other than the above, the directors did not hold any shares or debentures
in any Group companies or have a material interest in any contract with the
Company or any of its subsidiaries at any time during the year.

Auditors
The managing agent intends to reappoint Deloitte & Touche LLP as the
Syndicate’s auditors.

By order of the Board

J M Clarke, Secretary
1 March 2007
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Statement of Managing Agent’s Responsibilities

The managing agent is responsible for preparing the syndicate annual
report and annual accounts in accordance with applicable law and
regulations.

The Insurance Accounts Directive (Lloyd’s Syndicate and Aggregate
Accounts) Regulations 2004 (“the 2004 Regulations”) require the
managing agent to prepare syndicate annual accounts at 31 December
each year in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and
applicable law). The annual accounts are required by law to give a true
and fair view of the state of affairs of the Syndicate as at that date and of
its profit or loss for that year.

In preparing the syndicate annual accounts, Amlin Underwriting Limited is
required to:

¢ select suitable accounting policies which are applied consistently;
e make judgements and estimates that are reasonable and prudent;

e prepare the financial statements on the basis that the Syndicate will
continue to write future business unless it is inappropriate to presume
that the Syndicate will do so; and

e follow applicable UK accounting standards, subject to any material
departures disclosed and explained in the annual report.

Amlin Underwriting Limited is responsible for keeping proper accounting
records which disclose with reasonable accuracy at any time the financial
position of the Syndicate and enable it to ensure that the syndicate annual
accounts comply with the 2004 Regulations. It is also responsible for the
system of internal control, for safeguarding the assets of the Syndicate
and hence for taking reasonable steps for prevention and detection of
fraud and other irregularities.
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Report of the Independent Auditors to the Members of Syndicate 2001

We have audited the syndicate annual accounts of syndicate 2001 for the
year ended 31 December 2006 which comprise the profit and loss account,
the balance sheet, the cash flow statement, the accounting policies and the
related notes 1 to 17. These syndicate annual accounts have been
prepared under the accounting policies set out therein.

This report is made solely to the syndicate’s members in accordance with
regulation 3 of the Insurance Accounts Directive (Lloyd’s Syndicate and
Aggregate Accounts) Regulations 2004. Our audit work has been
undertaken so that we might state to the syndicate’s members those
matters we are required to state to them in an auditors’ report and for no
other purpose. To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the syndicate’s members for our
audit work, for this report, or for the opinions we have formed.

Respective responsibilities of the managing agent and auditors
The managing agent’s responsibilities for preparing the annual report and
the syndicate annual accounts in accordance with applicable law and
United Kingdom Accounting Standards (United Kingdom Generally
Accepted Accounting Practice) are set out in the statement of managing
agent’s responsibilities.

Our responsibility is to audit the syndicate annual accounts in accordance
with relevant United Kingdom legal and regulatory requirements and
International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the syndicate annual accounts
give a true and fair view and are properly prepared in accordance with the
Companies Act 1985 as amended by the Insurance Accounts Directive
(Lloyd’s Syndicate and Aggregate Accounts) Regulations 2004.

We also report to you whether, in our opinion, the information given in the
managing agent’s report and the other information included in the annual
report, as shown on the contents page, is consistent with the syndicate
annual accounts.

In addition we report to you if, in our opinion, the managing agent in respect
of the syndicate has not kept proper accounting records, if we have not
received all the information and explanations we require for our audit, or if
information specified by law regarding amounts charged to the syndicate in
respect of emoluments paid to the managing agent’s directors and the
active underwriter is not disclosed.

We read the other information contained in the annual report and consider
whether it is consistent with the audited syndicate annual accounts.

This other information comprises only the Five Year Financial Highlights and
the Syndicate Composition. We consider the implications for our report if
we become aware of any apparent misstatements or material
inconsistencies with the syndicate annual accounts. Our responsibilities do
not extend to any further information outside the annual report.

Basis of audit opinion

We conducted our audit in accordance with International Standards on
Auditing (UK and Ireland) issued by the Auditing Practices Board. An audit
includes examination, on a test basis, of evidence relevant to the amounts
and disclosures in the syndicate annual accounts. It also includes an
assessment of the significant estimates and judgements made by the
managing agent in the preparation of the syndicate annual accounts, and
of whether the accounting policies are appropriate to the syndicate’s
circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and
explanations which we considered necessary in order to provide us with
sufficient evidence to give reasonable assurance that the syndicate annual
accounts are free from material misstatement, whether caused by fraud or
other irregularity or error. In forming our opinion we also evaluated the
overall adequacy of the presentation of information in the syndicate annual
accounts.

Opinion
In our opinion:

¢ the syndicate annual accounts give a true and fair view, in accordance
with United Kingdom Generally Accepted Accounting Practice, of the
state of the syndicate’s affairs as at 31 December 2006 and of its profit
for the year then ended;

¢ the syndicate annual accounts have been properly prepared in
accordance with the Companies Act 1985 as amended by the Insurance
Accounts Directive (Lloyd’s Syndicate and Aggregate Accounts)
Regulations 2004; and

¢ the information given in the managing agent’s report is consistent with
the syndicate annual accounts.

Deloitte & Touche LLP

Chartered Accountants and Registered Auditors
London

1 March 2007
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Profit and Loss Account

For the year ended 31 December 2006

2006 2005

Technical account - general business Notes £°000 £'000
Earned premiums, net of reinsurance
Gross premiums written 1 991,045 989,961
Outward reinsurance premiums (216,389) (165,055)
Net premiums written 774,656 824,906
Change in the provision for unearned premiums

Gross amount 23,059 3,781

Reinsurers’ share 47,628 (1,193)
Change in the net provision for unearned premiums 70,687 2,688
Earned premiums, net of reinsurance 845,343 827,494
Allocated investment return transferred from the non-technical account 42,709 44,565
Claims incurred, net of reinsurance
Claims paid

Gross amount (610,198) (592,341)

Reinsurers’ share 256,954 196,559
Net claims paid (353,244) (395,782)
Change in the provision for claims

Gross amount 167,585 (281,667)

Reinsurers’ share (168,817) 210,200
Change in the net provision for claims (1,232) (71,467)
Claims incurred, net of reinsurance (354,476) (467,249)
Net operating expenses 3 (314,904) (246,531)
Balance on the technical account for general business 218,672 158,279
All operations of the Syndicate are continuing.
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Profit and Loss Account
For the year ended 31 December 2006

12

2006 2005
Non-technical account Notes £°000 £'000
Balance on the general business technical account 218,672 158,279
Investment income 7 60,867 57,940
Realised loss on investments 7 (13,692) (4,533)
Unrealised loss on investments 7 (2,890) (7,407)
Investment expenses and charges 7 (1,576) (1,435)
Allocated investment return transferred to general
business technical account (42,709) (44,565)
Profit for the financial year 218,672 158,279

There were no recognised gains or losses during the current or preceding year other than those included in the profit and loss account. Therefore no

statement of total recognised gains and losses has been presented.
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Balance Sheet
At 31 December 2006

2006 2005
Notes £'000 £'000
Investments
Financial investments 8 1,215,604 1,200,308
Reinsurers’ share of technical provisions
Provision for unearned premiums 71,883 24,255
Claims outstanding 382,956 600,655
454,839 624,910
Debtors
Debtors arising out of direct insurance operations 9 77,499 107,094
Debtors arising out of reinsurance operations 264,925 388,214
Other debtors 49,697 39,469
392,121 534,777
Other assets
Cash at bank and in hand (225) 55,241
Overseas deposits 10 55,596 56,121
55,371 111,362
Prepayments and accrued income
Deferred acquisition costs 109,247 110,262
Other prepayments and accrued income 12,748 11,509
121,995 121,771
Total assets 2,239,930 2,593,128
Capital and reserves
Members’ balances 11 239,800 226,892
Technical provisions
Provision for unearned premiums 495,947 519,006
Claims outstanding 1,392,380 1,688,333
1,888,327 2,207,339
Creditors
Creditors arising out of direct insurance operations 36,121 29,630
Creditors arising out of reinsurance operations 71,534 88,565
Other creditors 12 3,433 40,627
111,088 158,822
Accruals and deferred income 715 75
Total liabilities 2,239,930 2,593,128
This annual report was approved at a meeting of the Board of Directors of Amlin Underwriting Limited and by the Underwriter on 1 March 2007.
AW Holt Underwriting Director R A Hextall Finance Director
Amlin Underwriting Limited Syndicate 2001 Annual Report 2006
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Cash Flow Statement
For the year ended 31 December 2006

2006 2005
Notes £'000 £'000
Net cash inflow from operating activities 13 240,224 189,748
Transfer to members in respect of underwriting participations (205,764) (149,931)
34,460 39,817
Cash flows were invested as follows:
(Decrease)/increase in cash holdings 14 (55,074) 40,146
Increase in overseas deposits 14 3,856 2,018
Net portfolio investment
— Purchase of investments 15 3,343,186 2,713,859
— Sale of investments 15 (3,257,508) (2,716,206)
Net investment of cash flows 34,460 39,817
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Notes to the financial statements
For the year ended 31 December 2006

Basis of preparation

These financial statements have been prepared using the annual basis of
accounting as required by the Insurance Accounts Directive (Lloyd’s
Syndicate and Aggregate Accounts) Regulations 2004 (“the
Regulations”), and applicable Accounting Standards in the United
Kingdom. The recommendations of the Statement of Recommended
Practice on Accounting for Insurance Business issued in December
2006 by the Association of British Insurers have been adopted, except
that exchange differences are dealt with in the technical account as there
are no non-technical items.

Accounting policies
The principal accounting policies are summarised below.

Insurance contracts premium

Gross written premiums comprise premium on insurance contracts
incepting during the financial year. The estimated premium income in
respect of facility contracts is deemed to be written in full at the inception
of the contract. Premiums are disclosed before the deduction of
brokerage and taxes or duties levied on them. Estimates are included for
premiums receivable after the period end but not yet notified, as well as
adjustments made in the year to premiums written in prior

accounting periods.

Premium is earned over the policy contract period. Where the incidence
of risk is the same throughout the contract, the earned element is
calculated separately for each contract on a 365ths basis. For premium
written under facilities, such as binding authorities, the earned element is
calculated based on the estimated risk profile of the individual contracts
involved.

The proportion of written premiums, gross of commission payable,
attributable to periods after the balance sheet date is deferred as a
provision for unearned premiums. The change in this provision is taken to
the income statement in order that revenue is recognised over the period
of the risk.

Acquisition costs comprise brokerage incurred on insurance contracts
written during the financial year. They are incurred on the same basis as
the earned proportions of the premiums they relate to. Deferred
acquisition costs are amortised over the period in which the related
revenues are earned. Deferred acquisition costs are reviewed at the end
of each reporting period and are written off where they are no longer
considered to be recoverable.

Reinsurance premium ceded

Reinsurance premium ceded comprise the cost of reinsurance
arrangements placed and are accounted for in the same accounting
period as the related insurance contracts. The provision for reinsurers’
share of unearned premiums represents that part of reinsurance
premium written which is estimated to be earned in following

financial years.

Insurance contracts liabilities: claims

Claims paid are defined as those claims transactions settled up to the
balance sheet date including the internal and external claims settlement
expenses allocated to those transactions. The reinsurers’ share
represents recoveries received from reinsurance protections in the
period plus recoveries receivable against claims paid that have not been
received at the balance sheet date, net of any provision for bad debt.

Claims reserves are estimated on an undiscounted basis. Provisions are
subject to a detailed quarterly review where forecast future cash flows
and existing amounts provided are reviewed and reassessed. Any
changes to the amounts held are adjusted through the income
statement. Provisions are established above an actuarial best estimate
and so that there is a reasonable chance of release from one
underwriting year to the next.

Claims reserves are made for known or anticipated liabilities under
insurance contracts which have not been settled up to the balance sheet
date. Included within the provision is an allowance for the future costs of
settling those claims. This is estimated based on past experience and
current expectations of future cost levels.

The claims provision also includes, where necessary, a reserve for
unexpired risks where, at the balance sheet date, the estimated costs of
future claims and related deferred acquisition costs are expected to
exceed the unearned premium provision. In determining the need for an
unexpired risk provision the underwriting divisions within the Group have
been regarded as groups of business that are managed together.

Although the claims provision is considered to be reasonable, having
regard to previous claims experience (including the use of certain
statistically based projections) and case by case reviews of notified
losses, on the basis of information available at the date of determining
the provision, the ultimate liabilities will vary as a result of subsequent
information and events. These adjustments are reflected in the financial
statements for the period in which the related adjustments are made.

Investments

Listed investments are stated at market value at the close of business on
the balance sheet date. The cost of syndicate investments held at the
balance sheet date is deemed to be the aggregate of the value of
investments held at the balance sheet date, and the cost of any new
investments acquired during the year.

Interest bearing loans made to the Lloyd’s New Central Fund (as
described in note 8) are accounted for as financial investments at their
original value, less any amounts that the Directors consider

to be irrecoverable.

Overseas deposits
Overseas deposits are stated at the market value ruling at the balance
sheet date.

Investment return
The investment return comprises investment income, investment gains
less losses, and is net of investment expenses and charges.

Realised gains or losses are calculated as the difference between the net
sales proceeds and their purchase price in the financial year or their
valuation at the commencement of the year. Unrealised gains and losses
are calculated as the difference between the valuation of investments at
the balance sheet date and their purchase price in the financial year or
their valuation at the commencement of the year.

All of the investment return arising in the year is reported initially in the
non-technical account. A transfer is then made from the non-technical
account to the technical account.

Taxation
No provision has been made in respect of UK income tax on trading
income. Itis the responsibility of members to settle their tax liabilities.

Overseas taxation comprises US Federal Income tax and Canadian
Federal Income tax. The amounts charged to members are collected
centrally through Lloyd’s Members’ Services Unit as part of the
members’ distribution process. The ultimate tax liability is the
responsibility of each individual underwriting member.

Foreign currencies
The Syndicate maintains four separate currency funds, namely Sterling,
Euro, US dollars, and Canadian dollars.

Income and expenditure in US dollars, Euros and Canadian dollars is
translated at average rates of exchange for the period. Transactions
denominated in other foreign currencies are translated using the
exchange rates prevailing at the dates of the transactions. Monetary
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Notes to the financial statements
For the year ended 31 December 2006
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assets and liabilities, expressed in US dollars, Euros and Canadian
dollars are translated into sterling at the rates of exchange at the balance
sheet date. Non-monetary assets and liabilities are translated at the
average rate prevailing in the period in which the asset or liability

first arose.

Assets and liabilities expressed in other foreign currencies have been
translated at the rates of exchange at the balance sheet date. Where
contracts to sell currency for sterling have been entered into prior to the
year end, the contracted rates have been used.

Differences arising on translation of foreign currency amounts in the
Syndicate are included in net operating expenses.

Insurance debtors and creditors

In the normal course of business, settlement is required to be made with
Lloyd’s Central Accounting, the market settlement bureaux, on the basis
of the net balance due to or from insurance brokers in total rather than the
amounts due to or from the individual parties which it represents.

The legal status of this practice of net settlement is uncertain and in the
event of an insolvency it is generally abandoned. Accordingly insurance
debtors and creditors, as presented, comprise respectively the totals of all
the Syndicate’s individual outstanding debit and credit transactions before
any offset. The resultant totals give no indication of future cash flows.

Syndicate operating expenses
Costs incurred by the managing agent exclusively for the Syndicate are
charged to the Syndicate.

Expenses incurred jointly by the managing agent and the Syndicate were,
prior to 2005, apportioned between the managing agent and the
Syndicate on a number of different bases depending on the expense
type, to reflect the benefit obtained by each party. With effect from 2005
an annual management charge has been agreed between the managing
agent and the Syndicate. The charge reflects the expected costs of
services to be provided to the Syndicate and does not include any

profit element.

Pensions
Pension contributions to employees’ money purchase schemes are
charged to the profit and loss account when due.

Amlin Corporate Services Limited, a related company, contributes to a
defined benefit scheme, which is, for the purposes of Financial Reporting
Standard 17, considered to be a multi-employer scheme and therefore is
accounted for as a defined contribution scheme. Consequently,
contributions to this scheme are charged to the Syndicate profit and loss
account when due.

Pension contributions to a second defined benefit scheme are charged
to the profit and loss account so as to spread the cost of pensions over
employees’ working lives with the Syndicate, based on actuarial
triennial valuations.
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Notes to the financial statements
For the year ended 31 December 2006

1 Segmental analysis
An analysis of the underwriting result before investment return and net technical provisions is set out below:

Commissions
Gross Gross Gross Net Net 0N gross
written premiums claims operating  Reinsurance technical premiums
2006 premiums earned incurred expenses balance Total provisions earned
£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Direct insurance
Accident and health 6,950 9,891 (2,472) (2,975) (1,155) 3,289 15,504 6,512
Motor (third party liability) 2,765 4,893 (5,248) (2,112) 1,344 (1,123) 8,148 1,795
Motor (other classes) 96,892 106,741 (63,069) (28,125) (540) 15,007 167,189 14,657
Marine aviation and
transport 108,773 116,232 (65,311) (41,639) (3,589) 5,693 169,916 25,620
Fire and other damage
to property 176,761 174,459 (77,804) (563,415) (14,827) 28,413 234,583 36,772
Third party liability 162,750 189,417 (96,882) (54,825) (10,561) 27,149 272,430 32,814
Miscellaneous 71,171 51,408 (16,642) (16,269) (9,561) 8,936 67,883 20,821
621,062 653,041 (327,428) (199,360) (38,889) 87,364 935,653 138,991
Reinsurance 369,983 361,063 (115,185) (115,544) (41,735) 88,599 496,916 55,100
Total 991,045 1,014,104 (442,613) (314,904) (80,624) 175,963 1,432,569 194,091
Commissions
Gross Gross Gross Net On gross
written premiums claims Netoperating Reinsurance technical premiums
2005 premiums earned incurred expenses balance Total provisions earned
£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Direct insurance
Accident and health 8,138 10,600 (8,079) (2,744) (345) (568) 19,647 6,851
Motor (third party liability) 4,310 4,292 (6,252) (1,048) (32) (8,040) 6,284 1,677
Motor (other classes) 136,020 135,106 (79,505) (33,624) (1,981) 19,996 219,490 15,246
Marine aviation and
transport 81,269 94,165 (61,567) (23,704) (5,249) 3,645 155,786 24,953
Fire and other damage
to property 147,192 157,175 (175,487) (38,944) 77,318 20,062 244,103 31,377
Third party liability 193,902 210,872 (124,359) (52,512) (5,534) 28,467 334,872 33,496
Miscellaneous 39,848 42,099 (65,483) (10,335) 36,457 2,738 62,287 13,848
610,679 654,309 (520,732) (162,911) 100,634 71,300 1,042,469 127,448
Reinsurance 379,282 339,433 (353,276) (83,620) 139,877 42,414 539,960 51,264
Total 989,961 993,742 (874,008) (246,531) 240,511 118,714 1,682,429 178,712
All premiums were written in the UK.
The geographical analysis of premiums by destination is as follows:
2006 2005
£°000 £'000
United Kingdom 236,423 257,937
Other EU countries 73,984 72,207
United States of America 438,067 399,296
Other 242,571 260,521
Total 991,045 989,961
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For the year ended 31 December 2006

2 Prior periods’ claims provisions

Over provisions for claims at the beginning of the year as compared with net payments and provisions at the end of the year in respect of prior periods’

claims provisions are as follows:

2006 2005

£'000 £'000
Movement in technical provisions 68,858 90,347
3 Net operating expenses

2006 2005

£'000 £'000
Acquisition costs 193,076 180,071
Change in deferred acquisition costs 1,015 (1,359)
Administrative expenses 45,891 40,493
Managing agent’s fees 25,000 22,910
Lloyd’s charges 11,911 13,466
Profit commission - 15,416
Loss/(profit) on exchange 38,011 (24,466)

314,904 246,531

Administrative expenses included:
Auditors’ remuneration
Syndicate audit 208 169
Regulatory audit 4 4

Members’ standard personal expenses are included within administrative expenses.

4 Staff numbers and costs

All staff are employed by Amlin Corporate Services Limited, a wholly owned subsidiary of Amlin plc and the immediate parent company of the managing
agency. The following amounts were recharged to the Syndicate in respect of salary costs:

2006 2005
£'000 £'000
Wages and salaries 14,196 13,855
Social security costs 1,662 1,652
Other pension costs 5,184 5,012
21,042 20,519
The average number of employees employed by Amlin Corporate Services Limited but working for the Syndicate during the year was as follows:
2006 2005
Number Number
Underwriting divisions
Underwriting, claims and reinsurance 358 356
Administration and support 120 125
Central functions
Operations 67 66
Finance and administration 62 62
Treasury and investments 6 6
Internal audit and compliance 8 10
621 625
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Notes to the financial statements
For the year ended 31 December 2006

5 Directors’ emoluments
The directors of Amlin Underwriting Limited received the following aggregate remuneration charged to the Syndicate and included within net operating
expenses:

2006 2005

£'000 £'000

Emoluments 2,541 5,740
The active underwriter received the following remuneration charged as a syndicate expense:

2006 2005

£'000 £'000

Emoluments 412 1,209

6 Pensions

Amlin Corporate Services Limited (ACS), the parent company of Amlin Underwriting Limited and employer of all persons working in the UK for Amlin plc,
its subsidiaries and Syndicate 2001, participates in a number of pension schemes. The schemes comprise of two closed funded defined benefit
schemes, a defined contribution scheme and personal pension schemes.

Full accounting disclosures are made in the report and accounts of ACS and Amlin plc in respect of all schemes. The Syndicate is charged with a part
of the expenditure relating to these schemes for the employees of ACS working on behalf of the Syndicate. The amounts charged are noted below.
All asset and liability valuations, are for the whole scheme.

2006 2005
£m £m

Defined benefit schemes
Lloyd’s Superannuation Fund 6.0 6.0
The J.E. Mumford (Underwriting Agencies) Ltd retirement benefits scheme 0.1 0.0
6.1 6.0
Defined contribution schemes 2.7 2.4
8.8 8.4

Like many employers, Amlin has reviewed its pension arrangements and specifically the defined benefit schemes. Changes were introduced in 2006 to
reduce much of the Group’s risk associated with salary inflation which is inherent in defined benefit schemes. While members of Amlin’s defined benefit
schemes will be able to accrue additional years’ service under the schemes, future salary increases will be pensioned through the Company’s defined
contribution pension arrangements. Affected employees receive some compensation through higher Company contributions under the defined
contribution arrangements over a period of three years starting from 2006. These additional contributions are designed to pass on the estimated saving
in normal defined benefit scheme costs to affected employees for the first three years following the change.

The information provided below on the pension schemes reflects the position as at 31 December 2006.

a) The Lloyd’s Superannuation Fund funded defined benefit scheme

The scheme is operated as part of the Lioyd’s Superannuation Fund (the Fund). Historically the Fund has catered for a number of employers in the Lloyd’s
market. As a consequence of the consolidation in the market, employers closing final salary schemes and some companies failing, there are now only around
five (2005: five) employers with active members in the Fund. A large proportion of the liability of the Fund relates to employers who no longer participate in
the Fund. The assets of the Fund are pooled and the current active employers are responsible collectively for the funding of the Fund as a whole.

For the purposes of determining contributions to be paid, the Trustees have split the Fund into a number of notional sections. This is a notional split and
has no legal force. Previously this notional split allowed for separate sections in respect of each employer’s active members and one combined section
for non-employed members of all current and former employers.

With effect from 31 December 2002, the Trustees altered this notional split so that the active employers contributing to the Fund, including the Amlin
Group, have individual notional sections comprising the notionally allocated assets in respect of their active employees, deferred pensioners and
pensioners, and their corresponding liabilities. A separate notional fund is maintained for members whose former employers no longer contribute to the
Fund (Orphan Schemes). Amlin is also liable for a proportion of the Orphan Scheme’s liabilities.

Since this alteration Amlin can now more clearly identify its expected contribution requirement to the Fund. However, as the asset allocation is notional
and at the discretion of the Trustee, it is not possible for Amlin to be certain of its overall surplus or deficit at any time. Indeed, as other employers have
bought themselves out of the scheme in recent years, Amlin has been notionally allocated an increased share of the scheme. For this reason the scheme
continues to be classified as a multi-employer scheme for the purposes of Financial Reporting Standard No. 17 (FRS 17) — Retirement benefits.
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a) The Lloyd’s Superannuation Fund funded defined benefit scheme (continued)
The total charge to the Syndicate for this scheme is analysed in the table below.
Total charge

2006 2005
£m £m

Contributions relating to:
2004 valuation deficit — Amlin scheme 1.2 1.2
2004 valuation deficit — Orphan scheme 3.5 3.5
Ongoing funding 1.3 1.3
6.0 6.0

The funding position of the Fund is assessed every three years by an independent qualified actuary. Contributions are made at the funding rates
recommended by the actuary, which vary across different sections of the Fund reflecting the notional sections then adopted, and typically include
adjustments to amortise any funding surplus or shortfall over a period. Amounts borne under the scheme are charged to Syndicate 2001 or other
Group companies. However, actuarial amounts quoted below are for the Group’s share of the scheme.

The last formal valuation of the Fund was as at 31 March 2004 and was carried out by Mr P Lofthouse, Fellow of the Institute of Actuaries, and used the
projected unit credit actuarial method. This valuation has since been updated to 31 December 2005 and 2006 using appropriate techniques and the
following assumptions:

2006 2005

% pa % pa
Price inflation 3.1 2.8
Rate of increase in pay - 4.8
Rate of increase in pensions payment
- LPI(maximum 5% pa) 341 2.8
— LPI (minimum 3% pa, maximum 5% pa) 3.25 3.25
- LPI(maximum 3% pa) 3.0 2.8
Rate of increase of statutory revaluation on deferred pension 3.1 2.8
Discount rate 5.1 4.7

As noted above the Group reviewed its remaining defined benefit arrangements and made a number of changes to the schemes operations. In
particular in order to remove much of the risk associated with salary inflation, the scheme was changed to allow members to continue accruing
additional years’ service under the schemes, but these accruals would be generally based on March 2006 pensionable salaries. Future salary increases
are pensionable through the defined contribution schemes. Therefore the salary inflation assumption used for the ongoing valuation is now nil%.

The mortality assumptions used in the latest valuation included the following life expectancies:

31 December 2006 31 December 2005
Male Female Male Female
Life expectancy (years) at age 65 for a member currently:
Aged 65 19.6 22.6 19.5 22.6
Aged 45 20.9 23.9 20.9 23.9

The analysis of the Fund’s assets and the expected rate of return at the balance sheet date are as follows:

Asset mix 31 December 2006 Asset mix 31 December 2005 Long term rate of return
Amlin Orphans Amlin Orphans 31 December 31 December
Section Section Section Section 2006 2005
Equities 45% 20% 50% 20% 7.5% 7.5%
Bonds 55% 80% 50% 80% 4.9% 4.5%

The long term rates of return are estimated by the Directors based upon current expectations of future investment performance.

The updated assessment at 31 December 2006 showed that the assets relating to the Amilin section of the Fund were £146 million (2005 : £136.9 million),
being £4 million (2005: £9.6 million less than) greater than the amount required to fund members’ accrued liabilities on the assumptions adopted,
resulting in a surplus of 2.8% (2005: shortfall of 6.5%). In 2004 Amlin agreed with the Trustee that it would make six annual payments to the Fund of
£1.2 million. This agreement was based on the formal valuation at 31 March 2004 and not the updated valuation at 31 December 2004. The first
payment was made in December 2004 and five subsequent annual payments were agreed commencing on 31 March 2005.
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a) The Lloyd’s Superannuation Fund funded defined benefit scheme (continued)

In addition, the updated assessment at 31 December 2006 showed that the assets notionally allocated to Amlin for the Orphans’ section of the Fund
were £169 million (2005: £168 million), being £7 million greater than (2005: £3.8 million greater than) the amount required to fund members’ accrued
liabilities on the assumptions adopted. However it should be noted that there is currently uncertainty concerning the eligibility of another part of the
notional Orphan scheme for statutory revaluation of their benefits. This matter is under legal scrutiny and the figures noted above assume that no such
revaluation applies. If it were to apply and the Trustees allocated Amlin proportionate liability to the remainder of the Orphan scheme, the past service
obligations would increase by around £7 million.

In 2004 Amlin agreed to pay contributions to the notional Orphans’ section to rectify a share of the funding shortfall revealed in the actuarial valuation at
31 March 2004, when the Group and Syndicate’s share of the shortfall was estimated to be £11.4 million and £12.8 million respectively. The first payment
of £3.5 million was made on 31 December 2004. Three subsequent annual payments of £3.5 million were agreed commencing on 31 March 2005.

Contributions will also be paid to provide for the cost of benefit accrual after the date of the valuation. The rate of contribution agreed with the Trustee is
30% (2005: 30%) paid by the employer plus 5% (2005: 5%) member contributions, in each case of pensionable earnings, and totalled £1.3 million (2005:
£1.3 million).

b) J E Mumford (Underwriting Agencies) Ltd retirement benefit scheme
The scheme consists of a closed funded defined benefit scheme for certain past employees of a subsidiary of the Company, Angerstein Underwriting
Limited. In February 2007, the liabilities of the scheme were closed into the Lloyd’s Superannuation Fund.

Contributions to the scheme are determined by an independent qualified actuary, based upon triennial valuations, using the attained age actuarial
method. The last formal valuation of the scheme was carried out at 1 July 2004 by Mr S Hymans, Fellow of the Institute of Actuaries. This valuation has
since been updated to 31 December 2005 and 2006 using appropriate techniques and the following key assumptions:

2006 2005

% pa % pa
Price inflation 3.1 2.8
Rate of increase in pay - 4.8
Rate of increase of pensions in payment 3.1 2.8
Rate of increase of pensions in deferment 3.1 2.8
Discount rate 5.1 4.7
Expected long-term return on plan assets 7.5 6.5

As described in section a) above the salary inflation assumption has been reduced to nil% due to changes that were made to the operation of the
Group’s defined benefit schemes in 2006. The amount recognised in income in respect of this defined benefit scheme is analysed as follows:

2006 2005
Components of pension costs £m £m
Current service cost 0.1 0.1
Interest cost 0.2 0.1
Expected return on plan assets (0.1) 0.1)
Amortisation of past service costs - -
Actuarial loss recognised immediately (0.1) 0.4
Total pension cost recognised in the income statement 0.1 0.5
The actual return on the schemes assets was £0.2 million (2005: £0.3 million).
Movements in the present value of scheme’s defined benefit obligations were as follows:

2006 2005
Movements in benefit obligation £m £m
Benefit obligation at beginning of the year 3.3 2.8
Current service cost 0.1 0.1
Interest cost 0.1 0.1
Members’ contributions - 0.1
Past service costs (0.3) -
Actuarial loss (0.1) 0.6
Benefits paid (0.1) (0.4)
Benefit obligation at end of year 3.0 3.3
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b) J E Mumford (Underwriting Agencies) Ltd retirement benefit scheme (continued)
Movements in the fair value of scheme’s assets were as follows:

2006 2005
Movements in scheme assets £m £m
Fair value of plan assets at beginning of the year 2.0 1.3
Expected return on plan assets 0.1 0.1
Actuarial gain 0.1 0.2
Employer contribution 0.2 0.6
Members’ contributions - 0.1
Benefits paid (0.2 (0.3)
Fair value of plan assets at end of year 2.2 2.0
The analysis of the Fund’s assets and the expected rate of return at the balance sheet date was as follows:
Asset mix Long-term rate of return
2006 2005 2006 2005
Equities 99% 99% 7.5% 7.5%
Cash 1% 1% 4.0% 4.0%

The long term rates of return are estimated by the directors based on their current expectations of future investment performance.

The recent history of experience gains and losses is as follows:

History of experience gains and losses 2006 2005
Difference between the expected and actual return on scheme assets:
Amount (£ million) 0.1 0.2
Percentage of scheme assets 3% 12%
Experience losses on scheme liabilities:
Amount (£ million) (0.1) 0.6
Percentage of scheme assets (3%) 18%

The estimated contributions expected to be paid into the scheme during the current financial year are £0.2 million.

c) The stakeholder defined contribution scheme
The defined contribution scheme operated by the Group is a stakeholder arrangement. The total contributions for the year ended 31 December 2006 to
the scheme were £2.7 million (2005: £2.4 million).

d) Other arrangements

Other pension arrangements include an occupational money purchase scheme which provides Death In Service protection for all employees. Regular
contributions, expressed as a percentage of employees’ earnings, are paid into this scheme and are allocated to accounts in the names of the individual
members, which are independent of the Group’s finances. There were no outstanding contributions at 31 December 2006 (2005: £nil).
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7 Investmentreturn

2006 2005

£'000 £'000
Investment income 46,167 42,548
Cash and cash equivalents interest income 14,700 15,392

60,867 57,940
Net realised losses on financial assets debt securities (13,692) (4,533)
Net unrealised losses on financial assets debt securities (2,890) (7,407)
Investment expenses and charges (1,576) (1,435)
42,709 44,565

Calendar year investment yield

2006 2005

£'000 £'000
Average syndicate funds available for investment during the year
Sterling 531,000 615,000
Euro 73,000 69,000
US dollars 617,000 487,000
Canadian dollars 52,000 38,000
Combined 1,273,000 1,209,000
Aggregate gross investment return for the year 44,285 46,000
Gross calendar year investment yield:
Sterling 2.9% 5.3%
Euro 1.1% 2.6%
US dollars 3.9% 1.6%
Canadian dollars 4.0% 2.6%
Combined 3.4% 3.8%

The average amount of syndicate funds available for investment has been calculated as the monthly average balance of investments and overseas
deposits. The yield percentages exclude immaterial sources of income and inter year interest.

8 Financial investments

Market value Cost

2006 2005 2006 2005
£°000 £'000 £°000 £'000
Debt securities and other fixed income securities 1,054,279 1,127,871 1,058,172 1,135,622
Shares and other variable yield securities 93,141 - 92,143 -
Participation in investment pools 37,373 70,210 37,373 70,210
Holdings in collective investment schemes 15,199 - 15,199 -
LOC collateral 1,737 2,227 1,737 2,227
Syndicate loans to Lloyd’s Central Fund 13,875 - 13,875 -
1,215,604 1,200,308 1,218,499 1,208,059

Listed investments included above
Shares and other variable yield securities 43,091 - 42,143 -
Debt securities and other fixed income securities 1,054,279 1,127,871 1,058,172 1,135,622

The amount of the loan to the Lloyd’s Central Fund is calculated as 0.75% of syndicate capacity for each open year. Interest is payable on the loan and
repayment is at the discretion of the Council of Lloyd’s. In normal circumstances it is expected that there will be a rolling repayment of a proportion of the
overall debt to coincide with the RITC of a year of account after the loans have been outstanding for three years. Further loans are expected to be made
by each new year of account for the foreseeable future and at a rate to be determined by Lloyd’s annually. The Directors believe that these loans are
recoverable in full.
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8 Financial investments (continued)
Using Standard & Poor’s and Moody'’s as rating sources, the credit ratings of the debt and other fixed income securities are set out below:

2006 2006 2005 2005
£'000 % £'000 %
Government/Government Agency 725,165 68.8 832,844 73.8
AAA/Aaa 148,073 14.0 112,258 10.0
AA/Aa 66,349 6.3 86,924 7.7
A 90,049 8.6 71,746 6.4
BBB/Baa 24,643 23 24,099 2.1
1,054,279 100.0 1,127,871 100.0
The Syndicate’s fund managers throughout 2006 were:
Manager Funds managed
AIM Global Sterling and Euro cash
Alliance Capital Sterling bonds
Barclays Global Investors Sterling, Euro and US dollar cash
Citigroup Asset Management US dollar liquid funds
Insight Investment Management Sterling bonds
Pimco Europe Ltd Sterling bonds, UCITS
Morley Fund Management Sterling property
Union Bank of Switzerland Canadian cash
Weiss Peck & Greer Investments US and Canadian dollar bonds
Western Asset Management US dollar bonds US dollar cash, and Euro bonds

9 Debtors arising out of direct insurance operations

2006 2005
£'000 £'000
Due from policyholders 2,716 5,158
Due from intermediaries 74,783 101,936
77,499 107,094
10 Overseas deposits
Overseas deposits are lodged as a condition of conducting underwriting business in certain countries.
11 Members’ balances
2006 2005
£'000 £'000
At 1 January 226,892 218,544
Profit for the financial year 218,672 168,279
Continuous solvency transfer - (40,458)
Payments of profit to members’ personal reserve funds (205,764) (109,473)
At 31 December 239,800 226,892

Members participate on syndicates by reference to years of account and their ultimate result. Assets and liabilities are assessed with reference to
policies incepting in that year of account in respect of their membership of a particular year. All ongoing members of the Syndicate were wholly owned
subsidiaries of Amlin plc.

The continuous solvency transfers represent the early release of anticipated syndicate profits from the Syndicate’s trust funds to members. Transfers are
initially retained in funds at Lloyd’s but may then be used towards meeting capital requirements within the annual coming-into-line exercise, or may be
released to members subject to the Lloyd’s solvency requirements.
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12 Other creditors

2006 2005
£'000 £'000
Profit commission payable by certain members of the 2003 year of account - 37,624
Other creditors 3,433 3,003
3,433 40,627
13 Reconciliation of profit to net cash inflow from operating activities
2006 2005
£'000 £'000
Profit for the financial year 218,672 158,279
(Decrease)/increase in net technical provisions (148,941) 131,950
Decrease/(increase) in debtors 142,432 (85,948)
(Decrease)/increase in creditors (47,094) 36,398
Changes to market value and currencies 75,155 (50,931)
Net cash inflow from operating activities 240,224 189,748
14 Movement in opening and closing portfolio investments net of financing
2006 2005
£'000 £'000
Net cash inflow for the year (55,074) 40,146
Cashflow
— increase in overseas deposits 3,856 2,018
— portfolio investments 85,678 (2,347)
Movement arising from cash flows 34,460 39,817
Changes in market value and exchange rates (75,155) 50,931
Total movement in portfolio investments (40,695) 90,748
Portfolio at 1 January 1,311,670 1,220,922
Portfolio at 31 December 1,270,975 1,311,670
Movement in cash, portfolio investments and financing
At Changes to At
1 January market value 31 December
2006 Cash flow and currencies 2006
£'000 £'000 £'000 £'000
Cash at bank and in hand 55,241 (65,074) (892) (225)
Overseas deposits 56,121 3,856 (4,381) 55,596
Portfolio investments:
— Debt securities and other fixed income securities 1,127,871 (5,544) (68,048) 1,054,279
— Shares and other variable yield securities - 92,143 998 93,141
— Reduction in participations in investments pools 70,210 (29,777) (3,060) 37,373
— Holdings in collective investment schemes - 15,199 - 15,199
— Provision of LOC collateral 2,227 (218) (272) 1,737
— Syndicate loans to Central Fund - 13,875 - 13,875
Total cash, portfolio investments and financing 1,311,670 34,460 (75,155) 1,270,975
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15 Net cash flow on portfolio investments

2006 2005

£'000 £'000
Purchase of debt securities and other fixed income securities (3,234,850) (2,578,359)
Purchase of deposits with credit institutions (2,295) (135,500)
Purchase of shares and other variable yield securities (92,166) -
Purchase of holdings in collective investment schemes (15,199) -
Sale of debt securities and other fixed income securities 3,240,394 2,260,997
Sale of deposits with credit institutions 2,295 184,198
Sale of shares and other variable yield securities 23 -
Reduction in participation in investment pools 29,777 268,804
Provision of LOC collateral 218 2,207
Syndicate loans to central fund (13,875) -
Net cash (outflow)/inflow on portfolio investments (85,678) 2,347

16 Related parties

Amlin Underwriting Limited.

With effect from the 2004 year of account profit commission is no longer part of the managing agent’s remuneration from the Syndicate and its members

(20083 year of account: £37,624,340).

Managing agent’s fees of £25,000,000 (2005: £21,500,000) were paid by the Syndicate to Amlin Underwriting Limited during the year.

There have been no transactions entered into or carried out during the year by the managing agency on behalf of the Syndicate in which it or any of its
executives had directly or indirectly a material interest other than by way of their shareholding in Amlin plc or participation in Syndicate 2001, as

disclosed in the directors’ interests reported on page 7.

Amlin Corporate Services Limited.

Amlin Corporate Services Limited was paid £21,438,197 during the year (2005: £21,530,651) for expenses incurred directly and indirectly on behalf of
the Syndicate. This included a management charge of £21,919,196 [£21,500,000] for central costs of the Amlin Group that are attributable to the

Syndicate. There is no profit element in the amounts paid to Amlin Corporate Services Limited.

Amlin Bermuda Limited.

Amlin Bermuda Limited (ABL) is an insurance and reinsurance company operating in and licensed in Bermuda. ABL is a wholly owned subsidiary of

Amlin plc, the ultimate parent company of the managing agency and commenced trading on 1 December 2005.

Syndicate 2001 placed eight proportional treaty reinsurance contracts with ABL for marine, aviation, direct property, special risks, specie, war, excess of
loss treaty and miscellaneous classes of business. The Syndicate also placed a whole account quota share reinsurance contract of 10 % with ABL for
the 2006 year of account. In addition, the Syndicate placed a retrocessional reinsurance treaty with ABL for the first few months of 2006. All reinsurance
contracts are agreed on an arms length basis with terms that are consistent with those negotiated with third parties. The total premiums (less
commissions retained) payable to ABL in respect of 2006 were £97,739,980 (2005: £558,093), of which £37,054,941 (2005: £558,093) were

outstanding as at 31 December 2006.

Service Companies.

Amlin Underwriting Limited has a number of subsidiaries which introduce business to, or provide specialist services on behalf of, Syndicate 2001.

Amlin plc owns Amlin Underwriting Services Limited which introduces business to Syndicate 2001.

The service companies and the income received by the Syndicate are summarised below.

2006 2005

Gross Gross

premium premium

written written

Service company Insurance class of business introduced £°000 £'000
Amlin Credit Limited Trade credit insurance 8,785 11,214
Amlin Plus Limited Equine insurance 8,779 10,226
Amlin Underwriting Services Limited UK cargo, goods in transit, dinghy and yacht insurance 8,894 19,140
26,458 40,580

2006 2005

Fees received Fees received

Service company Service provided £°000 £'000
Serviceline (UK) Limited Motor and legal expenses 267 334
AIS Limited Claims adjusting and administration 1,048 1,086
Just Law Limited Legal services 2,089 1,928
3,404 3,348
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16 Related parties (continued)

The entire share capital of these companies, with the exception of Amlin Plus Limited, is held by Amlin plc and its subsidiaries. Amlin Underwriting
Limited and Hydra House Limited, the owners of Lycetts Hamilton Limited (formerly Hamilton & Partners Limited), own 60% and 40% respectively of the
share capital of Amlin Plus Limited. The business of the Company is written under a binding authority agreement with Syndicate 2001 much of which is
booked through a single broker, Lycetts Hamilton Limited. In addition, Mr Ashby, a director of Amlin Plus Limited and the underwriter responsible for
bloodstock underwriting within Syndicate 2001, is married to a director of Lycetts Hamilton Limited.

All transactions between Amlin Plus Limited and Syndicate 2001 are conducted on an “arms length” basis.

The results of all of the companies, other than Amlin Plus Limited, are included in that of the Syndicate. No fees are paid by these companies to any of
the directors of Amlin Underwriting Limited.

17 Funds at Lloyd’s
Every member is required to hold capital at Lloyd’s which is held in trust and known as Funds at Lloyd’s (FAL). These funds are intended primarily to
cover circumstances where syndicate assets prove insufficient to meet participating members’ underwriting liabilities.

The level of FAL that Lloyd’s requires a member to maintain is determined by FSA requirements. The level of FAL has regard to a number of factors
including the nature and amount of risk to be underwritten by the member, the assessment of the reserving risk in respect of business that has been
underwritten and the expected level of investment risk. The minimum level of FAL is 40% of Syndicate capacity for the youngest year of account. For the
2004 year of account onwards the members of Syndicate 2001 are all subsidiaries within the Amlin Group. The total FAL required for Syndicate 2001 for
2004 and later years as at 31 December 2006 is £428.2 million.
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2004 2005 2006 2007
account account account account
£'000 £'000 £'000 £'000
Number of Members 6 2 2 1
Syndicate allocated capacity 1,000,001 850,000 1,000,000 1,000,000
Composition % % % %
Amlin Corporate Member Ltd 71.78 90.57 90.57 100.00
AUT (No. 2) Ltd 9.77 9.43 9.43 -
AUT (No. 6) Ltd 9.10 - - -
AUT (No. 7) Ltd 3.60 - - -
AUT (No. 8) Ltd 2.70 - - -
Delian Beta Ltd 3.05 - - -
100.00 100.00 100.00 100.00
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