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ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMEBER 2009
DIRECTORS’ REPORT

The directors submut their report together with the audited financial statements for the accounting year ended
31 December 2009

Principal Activities

The principal activity of the company 15 to underwnite first and third party imsurance nisks, primanly within the
European Union

Review of the Business

Net income after tax for 2009 was a profit of §1 7 nmullion for the company, after the retrocesston to its parent
mn Bermuda, compared to a loss of $5 2 milhon for the same period in 2008 There were several factors
which influenced this comparable mcrease 1n net imcome of $6 9m (1) a posiive movement of $10 3m m
foreign exchange losses due to the weakenmg of the US dollar against the Euro and Sterling, (1) a reduction ‘
1o earned premum of $1m, due to less premyum bewng written 1n 2009 compared to the prior year period, (111) ‘
an murease of $0 3m 1n net losses incurred, (1v) a decrease of $3 1m in administrauve expenses and (v) an
mncrease of $0 5m on the companies tax expense during 2010 :

Gross premuums written for the year to December 2009 were $109 1 nulhon, a reduction of $4 9 nullion over
the prior period’s gross wntten premium of $114 0 million

Ceded premiums 1n the year were $96 & million 1n total, of which $69 7 malhion related to retrocessions to its
parent in Bermuda and $27 1 nulhon related to premmum ceded to external re-mnsurers

Net premuums earned year to date amounted to $12 3 million compared 10 $13 9 nuilion in the prior year

Net claums inourred n the year amounted to $7 7 million, as against $7 4 mullion for the comparable period in
2008

Net acquisition income was $6 9 mullion m 2009 and was $5 3 mullion in 2008

Administrative expenses were $13 4 million 1n total for the year which compares against $15 3 million 1n
2008 The decrease 1s primarily due to decreases in consulting fees and other taxes paid

Net Investment Income vear to date amounted to $1 1 mullkon compared to $5 9 mullion for the same period
mn 2008

As part of the company’s risk management objectives, 1t has developed a hedging strategy using currency forward
contracts to manage iis currency exposure and to minimise any potential loss of value caused by currency
flucteations The company believes that its exposure to price risk, credit nisk, hquidity risk and cashflow risk 1s low
due to the ongoing support recerved by 1t’s parent orgamization and that by mamtaimng this hedging stratepy 1t 1s
mitigating 1ts currency risk exposure appropnately

Profits and Reserves

Profit retained for the year amounted to US$2 2 nullion (2008 Loss US$5 2 nullion).
The directors have not declared a dividend for the year (2008 US3Nu)



ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2009

DIRECTORS’ REPORT - Continued

Future Developments
The objective 1s to manage our core businiess, to maximuse profitability and increase book value through future

market cycles In addition, the company seeks to develop a select number of imtiatives to expand our
geographic distibution and product mux, always wath a focus on profitable growth

Principal risks and uncertainties facing the Company

(i) Any downward revision or revecation of our financial strength ratings by A.M. Best would
affect our standmg among brokers and customers and may cause our premiums and earnings to
decrease -

Ratngs have become an mcreasingly important factor in establishing the competitive position of insurance and
remsurance companies A M Best has assigned a financial strength rating of “A (Excellent)” to AWAC
Europe This mating 1s subject to peniodic review and may be revised downward or revoked at the sole
discretion of AM Best If the raung of AWAC Europe 1s revised downward or revoked, our competitive
position 1n the insurance and remsurance industry may suffer, and it may be more difficult for us to market our
products  Speaifically, any revision or revocation of this kind could result m a sigraficant reduction 1 the
number of insurance and reinsurance contracts we write and i a substantial loss of busmess as customers and
brokers that place this business move to competitors with higher financial strength ratings

(i) Actual claims may exceed our reserves for losses and loss expenses -

Our success depends on our ability to accurately assess the risks associated with the businesses that we
remsure  We establish loss reserves to cover our estimated hiability for the payment of all losses and loss
expenses imcurred with respect to the policies we write  Loss reserves are estumates of what we expect the
ultimate resolution and admimstration of claims will cost  These estimates are based on actuanal and statistical
projections and on our assessment of currently available data, as well as estimates of fature trends n ¢laims
seventy and frequency, judicial theonies of habiity and other faciors Loss reserve estimates are refined as
experience develops and claims are reported and resolved Establishing an appropnate level of loss reserves 15
an inherently uncertain process Tt 1s therefore possible that our reserves at any given time wall prove to be
nadequate

To the extent we deternune that actual losses or loss expenses exceed our expectations and reserves reflected 1n
our financial statcments, we will be required to increase our reserves to reflect our changed expectations Thus
could cause a matenal increase m our habilities and a reduction 1 our profitability, including operating losses
and a reduction of capital The number and size of reported claims that we have recerved to date have been
small In the future, the number of clarms wall likely increase, and their cumulanive size could exceed our loss
reserves Our results for the year ended December 31, 2009 were mmpacted by positive reserve developments
on the 2002 to 2008 accident years and mmpacted adversely by swengthening our International Property and
Energy reserves on the 2007 accident year

(ni) We could face losses from terrorisin, political unrest and pandemic diseases -

We have exposure to losses resuling from acts of terrorism and polincal mstability Although we
generally exclude acts of terronism from our property msurance policies and property remsurance treaties where
pract:cable, we provide coverage in circumstances where we believe we are adequately compensated for
assumung those nsks A pandemic disease could also cause us to suffer increased insurance losses on a variety
of coverages we offer Our rewnsurance protections may only partially offset these losses Moreover, even 1n
cases where we seek to exclude coverage, we may not be able to completely ehmunate our exposure to these
events It 15 impossible to predict the imuing or severrty of these events with statistical certamty or to estumate
the amount of loss that any given occurrence will generate We could alse suffer losses from a disruption of our
business operattons and our mvesiments may suffer a decrease in value due to the occurrence of any of these
events To the extent we suffer losses from these risks, such losses could be significant




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2009

DIRECTORS’ REPORT - Continued

(iv) The failure of any of the loss hmitation methods we employ could have a material adverse
effect on our financial condition or resuits of operations -

We seek to limit our loss exposure by adhering to maximum lumtations on pohicies wrtten n defined
geographucal zones, luniting program size for each client, adjusting retention levels and establishing per nisk
and per occurrence limutations for each event and prudent underwriting guidelnes for each insurance program
written Most of our direct hability mnsurance pohcies mclude maximum aggregate limutations Disputes
relating to coverage and choice of legal forum may also anise  As a result, vanous provisions of our policies
that are designed to linut our nisks, such as lumitations or exclusions from coverage or choice of forum, may not
be enforceable in the manner we intend and some or all of our other loss limutation methods may prove to be
weffechive

) We may be impacted by claims relating to the recent credit market downturn and subprime
insurance exposures -

We write corporate directors and officers, errors and omussions and other insurance coverages for financial
institutions and financial services compames This industry segment has been nmpacted by the recent credit
market downturn  As a result, this industry segment has been the subject of heightened scrutiny and mn some
cases mvestgations by regulators with respect to the industry’s actions as they relate to subprune mortgages,
collateralized debt obligatrons, structured investment vehicles and swap and denvative transactions These
events may give rise to mereased claim hingation, including class action suits, which may mnvolve our msureds
To the extent we have clauns relating to these events, 1t could cause substantial volatiity in our financial results
and could have a material adverse effect on our financial conditron and results of operations

(v1) We depend on a small number of brokers for a large portion of our revenues, The loss of
business provided by any one of them could adversely affect us -

We market our msurance products worldwide almost exclusively through msurance brokers In the year ended
December 31, 2009, our top five brokers represented approxmmately 83% of gross premums written by us
Loss of all or a substantial portion of the business provided by any one of our top five brokers could have an
adverse effect on our financial condition and results of operations

(vii) Our reliance on brokers subjects us to their credat risk -

In accordance with industry practice, we frequently pay amounts owed on claims under our mnsurance contracts
to brokers, and these brokers, 1n turn, pay these amounts to the customers that have purchased msurance or
remsurance from us If a broker fails to make such a payment, 1t 15 likely that, in most cases, we will be liable
to the client for the deficiency because of local laws or contractual obliganons Likewise, when a customer
pays premuums for policies written by us to a broker for further payment to us, these premiums are generally
considered to have been paid and, 1 most cases, the client will no longer be lLable to us for those amounts,
whether or not we actually recerve the premmms  Consequently, we assume a degree of credit risk with the
brokers we use with respect to our insurance business

(viu} We may be unable to purchase reinsurance for our own account on commercally acceptable
terms or to collect under any reinsurance we have purchased -

We acquire remsurance purchased for our own account to mitigate the effects of large or multiple losses on our
financial conditton From time to tume, market conditions have hmuted, and 1n some cases prevented, msurers
and remsurers from obtaiming the types and amounts of remsurance they consider adequate for thewr business
needs For example, following the events of September 11, 2001, terms and conditions n the reinsurance
markets generally became less attractive to buyers of such coverage Smmlar conditions may occur at any time
n the future, and we may not be able to purchase remnsurance in the areas and for the amounts required or
desired Even if remsurance 1s generally available, we may not be able to ncgouate terms that we deem
appropnate or acceptable or to obtain coverage from entities with satisfactory finanuial resources

In addition, a remnsurer’s mnsolvency, or mability or refusal to make payments under a remnsurance or
retrocessional tnsurance agreement with us, could have a matenal adverse effect on our financial conditron and
results of operations, because we remamn hable to the reinsured under the corresponding coverages written by
us



ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2009

DIRECTORS’ REPORT - Continued

(ix) Our investment performance may adversely affect our financtal performance and ability to
conduct business -

We denve a material portion of our income from our mvested assets  As a result, our operatung results depend
n part on the performance of our mnvestment portfolioc  Qur nvestment performance 1s subject to a varety of
nsks, ncluding risks related 10 general economic conditions, market volatihty, nterest rate fluctuations,
hiquidity sk and credit and default nsk  The values of, and retums on, such investments, may also be more
volatle

Because of the unpredictable nature of losses that may arise under msurance policies written by us, our
hquidity needs could be substantal and may arise at any ime We strive to structure our investments 1 a
manner that recogruzes our hiquidity needs for our future habelities In that regard, we attempt to comelate the
maturity and duration of our investment portfolio to our general Liablity profile To the extent we are
unsuccessful 1n correlatng our invesiment portfolio with our expected hiabilities, we may be forced to iqudate
our nvestments at tmes and prices that are not optimal This could have a matenal adverse affect on the
performance of our mmvestment portfolio 1 our Liquidity needs or general hability profile unexpectedly
changes, we may not be successful 1n continuing to structure our mvestment portfolio tn 1ts current manner

(x) Any increase in interest rates could result in significant losses in the value of our investment
portfolio -

Our nvestment portfolio contamns interest-rate-sensitive mstruments Interest rates are hughly sensitive to many
factors, including governmental monetary pohcies, domestic and mternational economic and political
conditions and other factors beyond our control  Although we attempt to manage the risks of mvesting 1n a
changmng interest rate environment, we may not be able to effectively mitigate nterest rate sensiivity In
particular, mcreases wn nterest rates could result in sigmficant losses, realised or unreahsed, n the value of our
investment portfolio

(xi) We may be adversely affected by fluctuations in currency exchange rates -

Our functional and reporting currency 15 the US dollar  We do enter into msurance contracts, however, where
premiums receavable and losses payable are denominated n currencies other than the US dollar In addition,
we mamtam a portion of our mvestments and hiabiliues in currencies other than the US dollar For liabilities
meurred 1n most currencies other than the US dollar, US dollars are converted to the currency of the loss at the
ume of claims payment  Although we have adopted a strategy 1o manage our foreign exchange exposure, we
may stll have some exposure to foreign currency risk resultting from fluctuations in exchange rates  Any losses
related to this risk could have 4 matenal adverse effect on our financial condition and results of operations

(xii) We may require additlonal capital in the future that may not be available to us on
commercially favourable terms -

Our future capital requirements depend on many factors, mcluding our ability to write new business and to
establish premium rates and reserves at levels sufficient to cover losses  To the extent that the funds generated
by msyrance premmms received and sale proceeds and income from our mvestment portfolio are msufficient to
fund future operating requirements and cover losses and loss expenses, we may need to raise additional funds
through financings or curtail our growth and reduce our assets Any future financing, 1f available at all, may be
on terms that are not favourable to us In the case of equity financings, dilution to our shareholders could
result, and the secunties issued may have nghts, preferences and privileges that are semor or otherwise
superior to those of our common shares If we cannot obtain adequate capital, our buswess, financial condition
and results of operations could be adversely affected




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2609

DIRECTORS? REPORT — Continued

(xi1i) Our business could be adversely affected if we lose any member of our management team or
are unable to attract and retain our personnel -

Our success depends n substantial part on our ability to attract and retain our employees who generate and
service our busmess We rely substantially on the services of our executive management team. If we lose the
services of any member of our management team, our business could be adversely affected Smmularly, if we
arc unable to attract and retain other talented personnel, the further implementatnon of cur business strategy
could be impeded This, m turn, could have a material adverse effect on our business

(x1v) Compliance by AWAC Europe with the legal and regulatory requirements to whch it 1s
subject 1s expensive; any failure to comply could have a material adverse effect on our business -

AWAC FEurope and 1its branch 1n London are subject to various insurance regulations promulgated by the
Fmaneial Regulator in [reland It 1s not possible to predict the future smpact of changes m laws and regulations
on our operations The cost of complying with any new legal requirements affecting our company could have a
material adverse effect on our business

Any failure to comply with applicable law or to obtain appropriate exemptions could result 1n restrictions on
erther the ability of the company 1n question, as well as potentially 1ts affihates, to do busmess m one or more
of the junsdictions m which they operate or on brokers on which we rely to continue to produce bustness for
us In addition, any such failure to comply with applicable Jaw or to obtain appropriate exemptions could
result in the imposition of fines or other sanctions Any of these sanctions could have a matenal adverse effect
on our business

Events since the Year End
There have been no sigmificant events affecting the company since the year end

Directors® Interests

The directors set out n the table below have held office for the whole period from 1 January 2009 to the date
of this report unless otherwise stated The directors holding office at 31 December 2009 held no mterests in
the company but held the following interests m 1ts ultimate parent company Allied World Assurance Company
Holdings, Ltd

Ordinary Shares (number} Ordinary Shares (number)

As at 31 Dec 2009 As at 31 Dec 2008

Hugh Governey 0 0
John Redmond 31,488 41,488
Michael Baldwm 55,333 55,333
John Clifford 0 0
Scott Carmilan 166,159 124,000

Directors’ Responsibilities
Irish company law requires the directors to prepare financial statements for each financial year which give a

true and fair view of the state of affairs of the company and of the loss of the company for that year In
prepanng those financial statements, the directors are required to

¢ select surtable accounting policies and apply them consistently,
make judgements and estimates that are reasonable and prudent,
prepare the financial statements on the going concern basis unless 1t 1s mappropnate to
presume that the company will continue i busmess, and

s state whether applicable accounting standards have been followed

The directors are responsible for keeping proper books of account which disclose wath reasonable accuracy at
any tune the financial position of the company and to enable them to ensure that the financial statements are
prepared m accordance with the accounting standards generally accepted 1n Ireland and comply with the Insh
Compames Acts, 1963 to 2009 and the European Communitics (Insurance Undertakings Accounis)
Regulatons, 1996 They are also responsible for safeguarding the assets of the company and hence for taking
rcasonable steps for the prevention and detection of fraud and other wrregulanities
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DIRECTORS’ REPORT - Continued

Books of Account

The Directors ensured that they have complied with the requirements of Section 202 of the Compames Act
1990 with regard to mamntaimng proper books of account The specific measures taken are the employment of
suitably quahified accounting personnel and the mantenance of appropnate accounting systems The books of
account are located at their regmstered office as stated on page 2

Auditors

The aucitors, Deloitte & Touche, Chartered Accountants, have sigmfied therr willingness to continue mn office
1n accordance with Section 160(2) of the Compamies Act, 1963




Deloitte.

Chartered Accountants &
Regstered Auditors

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED

We have audited the financial statements of Allied World Assurance Company (Europe) Limited for the year
ended 31 December 2009 which comprise the Profit and Loss Account, the Balance Sheet, the Statement of
Accounting Policies and the related notes 1 to 16. These financial statements have been prepared under the
accounting policies set out i the Statement of Accounting Pohicies

This report 1s made solely to the company's members, as a body, in accordance with Section 193 of the
Companies Act, 1990 Our audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them n 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
company and the company’s members as a body, for our audit work, for this report, or for the opimons we
have formed

Respective responsibilities of directors and auditors

The directors are responsible for preparing the financial statements as set out i the Statement of Directors’
Responsibilities, i accordance with applicable law and accounting standards issued by the Accounting
Standards Board and published by the Insutute of Chartered Accountants in Ireland (Generally Accepted
Accounting Practice 1n Ireland)

Our responsibility, as independent auditor, 1s to audit the financial statements 1n accordance with relevant
legal and regulatory requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial statements give a true and fair view, 1n accordance
with Generally Accepted Accounting Practice n Ireland, and are properly prepared i accordance with Irish
statute comprising the Companies Acts, 1963 to 2009 and the European Communities (Insurance
Undertakings Accounts) Regulations, 1996 We also report to you whether in our opimnton_ proper books of
account have been kept by the company; whether, at the balance sheet date, there exists a financial situation
requiring the convening of an extraordinary general meeting of the company, and whether the information
given 1n the Directors’ Report 1s consistent with the financial statements. In addition, we state whether we
have obtained all the information and explanations neccssary for the purpose of our audit and whether the
company's balance sheet and profit and loss account are in agreement with the books of account

We also report to you if, in our opinion, any mformation specified by law rcgarding directors’ remuneration
and directors’ transactions 1s not disclosed and, where practicable, include such information 1n our report

We read the Directors’ Report and consider the implications for our report if we become aware of any
apparent misstatement within 1t. Qur responsibilities do not extend to other information

Basis of audit eprmon

We conducted our audit n accordance with International Standards on Auditing (UK and Ireland) 1ssued by
the Auditing Practices Board. An audit includes examnation, on a test basis, of evidence relevant to the
amounts and disclosures in the financial statements It also includes an assessment of the significant
estimates and judgements made by the directors in the preparation of the financial statements and of whether
the accounting policies are appropriate to the company’s circumstances, consistently applied and adequately
disclosed.

We planned and performed our audit so as to obtain all the mformation and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free from material misstatement, whether caused by fraud or other irregulanty or
error In forming our opmion we evaluated the overall adequacy of the presentation of information in the
financial statemnents

Continued on next page/

Members of
Deloitte Touthe Tohmatsu
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED

Opinion
In our opimion the financial statements
e give a true and fair view, in accordance with Generally Accepted Accounting Practice in Ireland, of

the state of the affairs of the company as at 31 December 2009 and of the profit for the year then
ended, and

e have been properly prepared in accordance with the Companies Acts, 1963 to 2009 and the
European Communities (Insurance Undertakings Accounts) Regulations, 1996

We have obtaned all the information and explanations we considered necessary for the purpose of our audit
In our opinion proper books of account have been kept by the company The company’s balance sheet and
its profit and loss account are 1n agreement with the books of account

In our opinion the information given in the Directors’' Report is consistent with the financial statements

The nct assets of the company, as stated in the balance sheet are more than half the amount of its called-up
share capital and, 1n our opinion, on that basis there did not exist at 31 December 2009 a financial situation
which, under Section 40(1) of the Companies (Amendment) Act, 1983, would rcquire the convenmg of an
extraordimary general meeting of the company

"\

/ T

Chartered Accountants and Registered Auditors
Dubhin

Date 3—0 92.,1,.2\ ZO"'.O .
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ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2009

STATEMENT OF ACCOUNTING POLICIES
The sigmficant accounting policies adopted by the company are as follows
Basis of Presentation

The financial statements have been prepared n accordance with the provisions of the Compames Acts, 1963 to
2009, as amended by the European Communities (Insurance Undertakings Accounts) Regulations 1996

The financial statements have also been prepared i accordance with appheable accounting standards and
comply with financial reporting standards of the Accountmng Standards Board, as promulgated by the Institute
of Chartered Accountants in Ireland

The financial statemnents have been prepared n accordance with the provisions of the Statement of
Recommended Practice on Accounting for Insurance Business currently in effect

Historical Cost Convention

The financial statements have been prepared n accordance with the histoncal cost convention, as modified to
include investments at current market value

Recognition of Underwriting Income

Premsums are recognized as wntten on the inception date of a policy Other msurance and msurance policies
can require that the premium be adjusted at the expiry of a policy to reflect the nisk assumed by us Prermums
resulting from those adjustments are estumated and accrued based on available information Reinstatement
premuums related to property catastrophe remnsurance are esttmated and accrued based upon contractual terms
apphed to the amount of losses expected to be paid

Premiums are earned over the period of policy coverage in proportion to the nisks to which they relate
Premiums relaung to unexpired periods of coverage are carmed on the balance sheet as a reserve for unearned
premmums

Acqusition costs, prunanly brokerage fees, commissions and insurance taxes, are incurred m the acquisition of
new and renewal business and are expensed as the premiums to which they relate are earned  Acquisition costs
relating to the reserve for uneamed premums are deferred and carried on the balance sheet as an asset

Anucipated losses and loss expenses, other costs and investment income related to these uncarned premiums
are considered 1n determining the recoverability or deficiency of deferred acquisition costs  If 1t 15 determuned
that deferred acquisition costs are not recoverable, they are expensed in the period so determuned Further
analysis 13 performed to determune 1f a Liability 1s required to provide for losses which may exceed the related
unearned premiums

Outstanding Claims

The reserve for losses and loss expenses 15 comprised of two main elements outstanding loss reserves (also
known as “case reserves”) and reserves for losses mcurred but not reported (aiso known as “IBNR”) Case
reserves retate to known claims and represent management’s best estimate of the likely loss settlement. Thus,
there 15 a sigmficant amount of esumation nvolved 1 determiming the likely loss payment IBNR reserves
require substantial judgement because they relate to unquantified events that, based on industry information,
management’s experience and actuanial evalvaton, can reasonably be expected to have occurred and are
reasonably likely to result i a loss to cur company

11



ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2009

STATEMENT OF ACCOUNTING POLICIES - Continued

Outstanding Claims (continued)

IBNR reserves are estunated for each business segment based on various factors, including underwriters’
expectattions about loss experience, actuanal analysis, compansons with mdustry benchmarks and loss
experience to date  Our actuanes employ generally accepted actuarial methodologies to determine estimated
ultimate expected losses and loss expenses The adequacy of our reserves 1s tested quarterly by our actuaries
A loss reserve study 15 prepared by an independent actuary annually 1n order to provide additional msight mnto
the reasonability of our reserves for losses and loss expenses

Estimating reserves for our property segment relies primanly on traditional loss reserving methodologies,
utihzing selected paid and reported loss development factors In property lines of business, claims are
generally reported and paid wiathin a relanvely short period of tume dunng and following the policy coverage
period This enables us to determine wath greater certainty our eshmate of ultimate losses and loss expenses

Loss reserves do not represent an exact calculation of Liability Rather, loss reserves are estimates of what we
expect the ultimate resolution and adnunistration of claims will cost  These estimates are based on actuarial
and statisbical projections and on our assessment of currently available data, as well as estunates of future
trends i claims severity and frequency, judicial theones of hability and other factors Loss reserve estimates
are refined as experience develops and as claims are reported and resolved

We determine what portion of the losses will be recoverable under our insurance policies by reference to the
terms of the insurance protection purchased This determination 15 necessarily based on the underlying loss
estimates and, accordingly, 15 subject to the same uncertamnties as the estimate of case reserves and I[BNR
reserves

While management believes that our case reserves and IBNR reserves are sufficient to cover losses assumed by
us, ultimate losses and loss expenses may dewviate from our reserves, possibly by material amounts For
mstance, as of December 31, 2009, a 5% change 1n net IBNR reserves would cause net losses and loss
expenses to change by $2 2 nullion, which translates mto a 4% change 1n shareholder’s equity To the extent
actual reported losses exceed estimated losses, the carried estimate of the ultimate losses will be increased, and
to the extent actual reported losses are less than our expectations, the carned estimate of ulumate losses will be
reduced In addition, the methodology of estumating loss reserves 18 periodically reviewed to ensure that the
assumptions made continue to be appropriate  We record any changes in our loss reserve estimates and the
related insurance recoverables i the periods in which they are determuned

Investments

Investments are carried at thewr current market value Investment income comprises income received and
recervable on fixed mcome secunties, nterest earned and accrued on cash, realised gans on disposal of
investments and unrealised gamns on mvestments held A transfer of investment return 1s made from the non-
techmcal account 10 the techmcal account in order to reflect the actal invesument return on the assets
supporting the technical provisions and associated shareholders’ funds

Pension Costs
Pension benefits are funded over the employee’s period of service by way of contributions to a defined

contnbution scheme The Company's annual contribution costs are charged to the profit and loss account 1n
the period to which they relate

Foreign Currency Translation

Monetary assets and habilities denominated 1n foreign currencies are translated at the exchange rates ruling at
the balance sheet date, and revenues, costs and non-monetary assets at the exchange rates ruling at the dates of
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ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2009

STATEMENT OF ACCOUNTING POLICIES - Continued

Foreign Currency Translation (continued)

the transactions Profits and losses ansing from foreign currency translation and on settlement of amounts
recervable and payable in foreign curmrencies are dealt with through the profit and loss account Monetary
assets are defined as money or securities held and amounts to be recerved m money, all other assets are noa-
monctary assets

Taxation

The charge for the company 1s based on the result for the year Deferred tax 15 recogmsed mn respect of all
timing differences that have onginated but not reversed at the balance sheet date Deferred tax 1s not
recogmised on permanent differences Deferred tax assets are recognised to the extent that they are regarded as
recoverable They are regarded as recoverable to the extent that, on the basis of all available evidence, 1t can
be regarded as more likely than not that there wall be suitable taxable profits from which the future reversal of
the underlying toming differences can be deducted

Share-based Payments (“FRS 20%)

The Company recogmses equity-settled share-based payments at fair value at the date of grant The fair value
15 expensed on a straight-line basis over the vesting period, based on the Company’s estimate of the shares that
will eventually vest and adjusted for the effect of non market-based vesting conditions Fair value of share
ophtions 18 measured using the Black-Scholes pricing model  The expected Iife used i the model has been
adjusted, based on management’s best estimate, for the effects of non-transferability, exercise restrictions and
behavioural considerations Fair value of Restricted Stock Unmits (*RSU’s™) 1s based on the closing market
value at the date of grant

The equity settled share-based payments expense has been included in the *“Net operating expenses” line of the
mcome statement

Derivative Instruments

The company uses currency forward contracts to manage cwrency exposure The Company enters i to
msurance contracts where the premium recervable and losses payable are denominated in currencies other than
USS In addition, the Company mamntains a portion of 1ts investments and habilities 1n currencies other than the
US$, pnmaniy the Euro and Sterhing For hiabiliies mcurred 1n currencies other than US$, US$ are converted
to the currency of the loss at the ime of ¢claim payment As a result, the Company has an exposure to foreign
currency risk resulting from fluctuations in foreign exchange rates The company has developed a hedging
strategy using currency forward contracts to mumnuse the potentral loss of value caused by currency
fluctuations These currency forward contracts are carried at the contracted rate of exchange, revalued at the
penod end date and included 1 the balance sheet as part of “other creditors,” with the corresponding realised
and unrealiged gains and losses mcluded i the “Net operating expenses” line of the income statement

Reporting Currency

The financial statements are expressed m United States dollars (US$)

13



ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2009

PROFIT AND LOSS ACCOUNT

TECHNICAL ACCOUNT 31 Dec 2009 31 Dec 2008
Notes USs$ Uss

Earned premiums, net of reinsurance

Gross premuiums written 2 109,123,861 114,000,927

Outward reinsurance premiums (96,832,776) (100,077,928)

Net premums written 12,291,085 13,922 999

Change in the gross provision for unearned premuums 12 (1,307.,898) 4,519,725

Change 1n the proviston for uneamed premiums,

rewnsurers’ share 12 1,817,102 (4,585,922)

Change 1n the net proviston for unearned premums 509,204 (66,197)

Earned premiums, net of reinsurance 12,800,288 13,856,802

Allocated investment return transferred from the non- 1,174,280 5,884,747

techmical account

Claims incurred, net of reinsurance

Claims paid

Gross amount (12,800,053) (38,213,834)

Remsurers’ share 11,640,392 36,016,261

Net clamms paid (1,159,661) (2,197,573)

Change in the provision for clgims

Gross amount 12 (40,513,533) (24,161,191)

Reunsurers’ share 12 33,973,474 18,956,926

Change 1n the net provision for claims (6,540,059) (5,204,265)

Claims incurred, net of reinsurance (7,699,720) (7,401,838)

Net operating expenses 3 (4,059,126} (17,522,268)

Balance ou the technical account for non life

msurance business 2,215,720 {5,182,557)

14




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2009

PROFIT AND LOSS ACCOUNT
NON-TECHNICAL ACCOUNT

Balance on the technical account for nom life
insurance business

Investment income
Allocated mnvestment return transfered to the non hfe

insurance technical account

Profit/ (Loss) on ordinary activities before taxation
Tax on profit/ (loss) on ordinary activities

Profit/ (Loss) on ordmary activities after
taxation

Notes

31 Dec 2009
US$

2,215,720

1,174,280

(1 174,280)

2,215,720
(534,955)

1,680,765

There were no recognized gawns or losses other than those included mn the profit and loss account

Profit/ (Loss) on ordinary activities arose solely out of continuing activities

The accompanying notes form an tntegral part of these financial statements

31 Dec 2008
USS

(5,182,557)

5,884,747

{5,884,747)

(5,182,557}
(1,306)

(5,183,863)

The financial statements were approved by the Board of Directors on 30 March 2010, and signed on 1ts behalf by

Director %qf.’“\-

Drrector
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ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED

REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2009

BALANCE SHEET

ASSETS

Investments
Debt secunities and other fixed income secunties
Deposits with credit institutions

Reinsurers' share of technical provisions
Provision for uneamed premiums
Claims outstanding

Debtors

Debtors anising from msurance operations
Other debtors

Other assets
Tangible assets
Cash at bank and 1n hand

Prepayments and accrued income
Accrued mnterest
Total Assets

i6

Notes

12
12

31 Dec 2009
USS

106,372,039
11,016.077
117,388,116

55,564,051
357,996,270
413,560,321

20,029,108
5,215,967
25.245075

547,780
701,637

1,249,417

1,719,235

——

559,162,164

31 Dec 2008
Uss

90,412,911
14,370,526
104,783,437

53,746,951
324,022,796
377,769,747

17,278,501
2,196,419

—_—

19,474,920

1,068,230
484,802
1,553,032

1,525.672

505,106,808




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2009

BALANCE SHEET

LIABILITIES

Capital and reserves
Called up share capital
Capital contribution
Retaned profit
Shareholders’ funds

Technical provisions
Provision for unearned premiums
Claims outstanding

Creditors

Creditors arising out of insurance operations
Other creditors including taxation and social
security

Deferred acquisition income
Total Liabilities

The accompanying notes form an integral part of these financial statements

Notes

11
11
11

12
12

13

13

31 Dec 2009 31 Dec 2008
US$ US$

5,000,000 5,000,000
45,000,000 45,000,000
4,785,375 3,104,609
54,785,375 53,104,609
63,142,471 61,834,574
411,949,795 371,436,262
475,092,266 433,270,836
21,216,123 10,395,485
4,620,919 4,628,018
25,837,043 15,023,503
3,447,481 3,707 860
559,162,164 505,106,808

The financial statements were approved by the Board of Directors on 30 March 2010, and signed on 1ts behalf by

Darector @4’/""1"\

Diarector
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ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2009

NOTES TO THE FINANCIAL STATEMENTS FOR THE ACCOUNTING YEAR ENDED 31 DECEMBER 2009

1

Principal Activities

The company 18 hcensed to undertake the business of Non-Life Insurance 1n Ireland 1n the following classes under the
European Communities {Non-Life [nsurance) Framework Regulations, 1994 — Classes 1, 3,4, 5,6, 7,11, 12, 13 and 16

The company has outward reinsurance with external reinsurers on the property, energy and general casualty books o

business

external reinsurance 15 first apphed

Segmental analysis
For the year

Gross premium written
- risks located in EU
- r1sks located outside EU

Change 1n the provision
for UEPR
Gross prermum earned

Gross claims meurred
Net operating expenses
Gross techmcal result

Remsurance balance
Allocated investment

return
Net technucal result

The company alsc has an intemal quota share agreement with Allied World Assurance Company, Lid, afte

31 Dec 09 31 Dec 08
Casualty Property Total Casualty Property Total
US$ USS Us$ Us$ USs$ US$
97,383,609 10,386,138 107,769,747 82910478 3,379,984 86,290,462
1,354,113 0 1,354,113 19,678,667 8,031,798 27,710,465
98,737,722 10,386,138 109,123,860 102,589,145 11,411,782 114,000,927
{1.599,849) 291,952 (1,307,897) 265,124 4,254,601 4,519,725
97,137,873 10,678,090 107,815,963 102,854,269 15,666,383 118,520,652
(40,957,442) (12,356,143)  (53,313,585); (59,330,988) (3,044,037) (62,375,025
(3 383 450) (675,676} {(4.059.126) | (14,446,663) (3,075,605) (17,522,268
52,796,981  (2,353,729) 50,443,252 29,076,618 9,546,741 38,623,359
(351,679)  (49,050,133) (49401,812)| (38,236,853} (11,453,810) (49,690,663,
1,062,515 111,765 1,174,280 5,295,669 589,078 5,884,747
53,507,817 (51,292,097) 2,215,720 (3,.864,566) (1,317.991)  (5.182,557)

Gross written premium relates to contracts n the following geographical locations

Republic of Ireland
Other EU member states
©Other countnes

Total

18

2009 2008
US$ US$
9,608,293 1,896,837
98,161,455 84,393,624
1,354,113 27,710,466
109,123,861 114,000,927




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED

REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2009 '

NOTES TO THE FINANCIAL STATEMENTS FOR THE ACCOUNTING YEAR ENDED 31 DECEMBER 2009
(continued)

3

Net operating expenses

Admurustrative expenses

Foreign exchange (gan)/ loss

Broker commissions

Resurers share of broker commissions
Movement 1n deferred acquisition costs

The company's employment costs for all employees compnse -
Stock compensation expense

Wages and salanes

Social welfare costs

Pension costs

31 Dec 2009 31 Dec 2008
US$ US$S
13,370,392 15,345,194
(2,431,961) 7,443,201
6,618,416 6,963,332
(13,830,234) (14,262,640)
332,513 2,033,091
4,059,126 17,522,268
1,116,456 1,029,320
4,340,510 4,636,420
694,058 628,033
411,681 480,857
6,562,745 6,774,630

Included m administrative expenses are payments made to a defined contnibution pension scheme on behalf of employees
during the year amounting to $411,681 (2008 $480,857) $12,323 (2008 $22,128) was payable at the year end

The average number of persons employed by the company during the year was 26 (2008 28}

Investment income

Fixed matuntes and other investments
Cash and cash equivalents

31 Dec 2009 31 Dec 2008
US$ USS
1,108,137 5,367,396
66,143 517,351
1,174,280 5,884,747

Changes 1n unrealised gans were $404,100 gamn for the year ended December 31, 2009 and $3,571,443 gam for the year
ended December 31, 2008 Net realised losses were ($1,005,038) for the year ended December 31, 2009 and $1,810,805 gain

for the year ended December 31, 2008

Profit/ (Loss) on ordinary activities before tax

Profiv/ (Loss) on ordmary activities before tax 1s stated after charging

Auditors’ remuneration
Directors’ remuneration

Tax on profit/ (loss) on ordmary activities
Profit/ (Loss)} on ordmary activities before tax

Corporation tax charge at the standard rate of 12 5%
Effects of

Non deductible expenses

Capital allowances

Foreign tax deduction

Tax provision ont UK branch profits
Prior year under provision

Other taxes pad

Surrender of losses to affiliate company
Movement 1n deferred tax

Corporation tax charge

19

31 Dec 2009 31 Dec 2008
US$ USS
370,752 380,528
70,438 64,281

31 Dec 2009 31 Dec 2008
US$ US$
2,215,720 (5,182,557)
276,965 (647,819)
52,617 145,712
(40,774) (50,891)
(184,543) (619)
413,377 40,657
{13,639) 86,578

] 0

0 553,617

30,951 (125,929)
534,954 1,306




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
+ REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2009

NOTES TO THE FINANCIAL STATEMENTS FOR THE ACCOUNTING YEAR ENDED 31 DECEMBER 2009
(continued)

7 Debt Securities 2009 2008
US$ UssS

Debt secunties and other fixed income securities are all on recogmsed stock exchanges
Openung Balance 90,412,911 69,511,864
Addrtions 39,281,376 42,179,516
Disposals (26,176,325) (26,416,511)
Valuation Adjustment/ Amortisation/ FX 2,854,077 5,138,042
106,372,039 90,412,911

The amortised cost of debt secunties and other fixed income securities held 1s $99,402,705 (2008 $87,595,340)

8 Debtors
Debtors arising from msurance operations 2009 2008
Uss USss
Amounts due from external parties 20,029,108 17,278,501
Other debtors
Deferred tax asset 592,331 623,282
Prepayments and other debtors 630,329 606,653
Amounts due from affiliates 3,993,307 966,484
5215967 2,196,419
9 Equity Share Capital 2009 2008
US$ US$
Authonised
100,000,000 ordmary shares of US$1 each 100,000,000 100,000,000
Issued
5,000,000 ordinary shares of US$1 each 5,000,000 5,000,000

Each ordinary share 13 1ssued with one voung rnight attached

10  Employee Benefit Plans
a) Employee option plan

In 2001, Alhed World Assurance Company Holdings, Ltd (“Holdings”), the ultimate Parent of the Company implemented the
Allied World Assurance Company Holdings, Ltd 2001 Employee Warrant Plan, which, after Holdings® special general
meeting of shareholders on June 9, 2006 and 1ts IPO on July 11, 2006, was amended and restated and renamed the Allied
World Assurance Company Holdings, Ltd Amended and Restated 2001 Employee Stock Option Plan (the “Plan™) The Plan
provides certain employees with additional incentive to continue thear efforts on behalf of the Company and assists the
Company 1n attracting people of experience and ability The Plan was converted mto a stock option plan as part of the IPO
and the warrants that were previously granted thereunder were converted to options and remain outstanding wath the same
exercise price and vesting period  Under the Plan, up to 4,000,000 common shares of Heldings may be 1ssued These options
are exercisable in certain lunited conditions, expire after 10 ycars, and generally vest pro-rata over four years from the date of
grant Dunng the period from November 13, 2001 to December 31, 2002, the exercise price of the options 1ssued was

$24 26 per share The exercise prices of options 1ssued subsequent to December 31, 2002 and prior to the IPO were based on
the per share book value of Holdings The exercise price of options 1ssued subsequent to the 1PO are determined by the Board
of Directors but shall not be less than 100% of the fair market value of the common shares of Holdings on the date the option

20
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NOTES TO THE FINANCIAL STATEMENTS FOR THE ACCOUNTING YEAR ENDED 31 DECEMBER 2009
(Note 10 continued)

award 1s granted

2009 2008
Qutstanding at beginmng of year e . v . 78,573 67,890
Granted . . - . . .. B 14,624 23,250
Exercised .. . - .. . (11,420) (5,575)
Forferted ‘e . e . (3,605) (6,000)
Transfers In/ (Out) . . . . e ee e mweenas

(7,500) (992)
Expired . . . e - .. .. . - -
Outstanding at end of year . - . . . . 70,672 78,573
Weighted average exercise price per option . .. b e e . .. $2965 $3532
Fair value at end of year % 700,259 $ 506,877

Prior to the second quarter of 2006, the calculation of the compensation expense associated with the options had been
made by reference to the book value per share of Holdings as of the end of each period and was deemed to be the
difference between such book value per share and the exercise price of the individual opnions The book value of
Holdimgs approximated 1ts fair value The use of a far value other than the book value was first implemented for the
period ended June 30, 2006 The fair value of each option granted was determuned at June 30, 2006 using the Black-
Scholes option-pricing model Although the IPO was subsequent to June 30, 2006, the best estimate of the fair value
of the common shares at that tune was the [PO price of $34 00 per share

The combmed amendment to the Plan and the IPO of the Company constituted a “modification” to the Plan mn
accordance with FRS 20 Accordingly, the options outstanding at the time of the [PO were revalued using the Black-
Scholes option-pricing model The amendments to the Plan qualifies 1t as an “equity plan” 1n accordance with FRS 20
and as such, current habilines have been and future compensation expenses will be, included mn additional paid-in
capital on the balance sheet

Assumptions used i the option-pncing model for the options during the year ended 31" December 2009 arc as
follows

Options granted Options granted
during the year ended during the year ended
December 31, 2009 December 31, 2008
Expected term of option e e . . 4 75 years 625 years
Weighted average risk-free interest rate e e e 2 03% 2 58%
Weighted average expected volatility e . . 42 96% 24 22%
Divadend yield . . e e e e e - 171% 1 66%
Exercise price . 33902 843 05
Weighted average share price . . $41 87 $40 86

As Holdings became a public company 1 July 2006, there 15 limuted historical data avaulable to 1t on which to base the
volatility of its stock As such, Holdings used the average of five volatility statistics from comparable compames
order 1o denive the volatlity values above

b) Stock incentive plan

In 2004, Allied World Assurance Company Holdings, Ltd (“Holdings™), the ulimate Parent of the Company
implemented the Alhed World Assurance Holdings, Ltd 2004 Stock Incentive Plan which, after Holdings® special
general meeting of shareholders on June 9, 2006 and the IPO on July 11, 2006, was amended and restated and
renamed the Allied World Assurance Company Holdangs, Ltd Amended and Restated 2004 Stock Incentive Plan (the
“Stock Incentive Plan™) The Stock Incentive Plan provides for grants of RSUs, dividend equivalent rghts and other
equity-based awards A total of 2,000,000 common shares may be 15sued under the Stock Incentive Plan To date only
RSUs have been granted These RSUs generally vest in the fourth or fifth year from the orignal grant date, or pro-rata
over four years from the date of the grant
21
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NOTES TO THE FINANCIAL STATEMENTS FOR THE ACCOUNTING YEAR ENDED 31 DECEMBER

2009
(Note 10 continued)

2009 2008
Outstanding RSUs at bcgm.m.ng of year 51,695 59,880
RSUs granted . 5,624 13,580
RSUs fully vested (8,022) (5,739)
RSUs forfeited (3,875) (5,500)
Transfers In/ (Out),, {792) (10,526}
Qutstanding RSUs at end of year 44,630 51,605
Fair value at end of year $ 2,056,104 $ 2,093,813

For those RSU’s outstanding at the time of the amendoment, the modification to the Stock Incentive Plan required a
revaluation of the RSU’s based on the fair market value of the common shares at the time of the IPO  The vesting
penod remamned the same The compensation expense for the RSU’s on a going-forward basis 15 based on the fair
market value per common share of the Company as of the respective grant dates and 15 recognuzed over the vesting
peried  All accumulated amounts due under the Stock Incentive Plan were transferred to additional paid-in capital on
the consolidated balance sheet

¢} Long-term mcentive plan

In May 2006, Allied World Assurance Company Holdings, Lid (“Holdings”), the ultmate Parent of the Company
unplemented the Long-Term Incentive Plan (“LTIP"), which provides for performance based equity awards to key
employees 1 order to promote the long-term growth and profitability of the Company Each award represents the
right to receive a number of comimon shares 1n the future, based upon the achievement of established performance
criteria during the applicable three-year performance period A total of 2,000,000 common shares may be 1ssued
under the LTIP  The awards granted 1n 2008 will vest after the fiscal year ending December 31% 2010 or m the fourth
or fifth year from the original grant date, subject to the aclevement of the performance conditions and terms of the
LTIP The awards granted mn 2007 will vest after the fiscal year ending December 31¥ 2009, subject to the
acluevement of the performance condttions and terms of the LTIP

2009 2008
Outstanding LTIP awards at begmmng of year . 24,631 31,905
LTIP awards granted 2,339 7,726
LTIP awards vested (9,356) -
LTIP awards forfeited - -
Transfers In/ (Out) -- (15,000)
Outstanding LTIP awards at end of year 17,614 24,631
Farr value at end of year $811,494 31,000,019
Movement in equity shareholders' funds
Capital Profit & Loss
Share Capital Contribution Account Total
USS Uss USS Us$
Balance at 1 January 2008 5,000,000 25,000,00¢ 8,288,472 38,288,472
Additional paid mn capital - 20,000,000 - 20,000,000
Loss on ordimary activities after tax - - (5,183,863) (5,183,863)
Balance at 1 January 2009 5,000,000 45,000,000 3,104,609 53,104,609
Profit on ordinary
activities after tax 1,680,766 1,680,766
Balance as at 31
December 2009 5,000,000 45,000,000 4,785,375 54,785,375
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NOTES TO THE FINANCIAL STATEMENTS FOR THE ACCOUNTING YEAR ENDED 31 DECEMBER 2009

(continued)

12  Technical Provisions
Claims Qutstanding

At 1 January 2009
Movement 1n proviston

At 31 December 2009

Unearned Premium Reserve

At 1 January 2009
Movement 1n the provision

At 31 December 2009

The results for the year ended December 31, 2009 inciuded $38 3m 1n posstive reserve development for the accident years 2002 to 2008
The results for the year ended December 31, 2008 included $1 8m n positive reserve development for the accident years 2002 to 2007

13 Creditors-

Gross Reinsurance Net
Amount Amount Amount
Uss US$ US$
371,436,262 (324,022,796) 47,413,466
40,513,533 (33,973,474) 6,540,059
411,949,795 (357,996,270) 53,953,525
Gross Reinsurance Net
Amount Amount Amount
US$ USS USss
61,834,574 (53,746,951) 8,087,623
1,307,898 (1,817,100) (509,202)
63,142,472 {55,564,051) 7,578,421

Creditors ansing out of remsurance operations

Third party creditors
Amounts due to affiliates

Other creditors including taxauon and social security

Corporation tax
Amounts due to affiliates
Other creditors

Forward Contracts (Included 1n Other Creditors)

2009 2008

Uss USs3
9,042,303 2935731
12,173.820 7,459,754
21,216,123 10,395,485
2009 2008

uUs$ US$
{66.205) (44.355)
2,094,935 3416434
2,592,189 1,255,939
4,620,919 4,628,018

The company has not applied fair value accounting for derivative contracts Disclosure of Fair Value and relevant terms and
Conditions, as requured under the Companies Act 1986, relating to derivative contracts at year end 1s given below

Fair Value

Forward Foreign Currency Contracts

2009 2008
US$ US$
(888.,845) 0
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NOTES TO THE FINANCIAL STATEMENTS FOR THE ACCOUNTING YEAR ENDED 31 DECEMBER 2009
(Note 13 continued)

Notuonal amounts and relevant terms and conditions of cach of the above category of derivative contracts are given below

Amount Purchased Amount Sold Forward Rate Agreed | Maturity Date

EUR 4,000,000 USD 6,013,240 150331 220d January 2010
GBP 4,000,000 USD 6.651.240 166281 22nd January 2010
USD 6.388,480 GBP 4,000,000 159712 22nd January 2010
EUR 8,000,000 USD 12.026,480 150331 22nd January 2010
USD 4,992 870 GBP 3,000,000 166429 22nd January 2010

Parent Company:

The parent company for which group financial statements are drawn up and of which the company

19 a subsidary 18 Allied World Assurance Holdings {Ireland) Linuted, a company incorporated in Bermuda
The largest and smallest group into which the results of the company are consolidated 1s that headed by
Allied World Assurance Company Holdings, Limited Copies of the consolhidated group financial statements
may be obtaned from 27 Richmond Road, Pembroke, Hamulton, HM 08, Bermuda

Related Party Transactions & Cashflow Statement:

Transachons with other companies within the group are not disclosed as the company has taken advantage
of the exemption available under Financial Reporung Standard No 8 (Retated Party Disclosures)

and Financial Reporting Standard No 1, on the basis that the consohdated financial statements of

Allied World Assurance Company Holdings, Lirmted are publicly available as referred to 1n note 14

Approval of Financial Statements:

The directors approved the financial statements on 30 March 2010
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