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ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012

DIRECTORS’ REPORT

‘The directors submt their roport tagether with the audited financral statements for the accounting year ended December 31, 2012

Prin | activiti

The principal actvity of Allied World Assurance Company (Europe) Limited (“the Company™), and 1ts branch 1n the U K., 1s 1o underwnte
first and third party msurance risks, pnmanly within the European Union

Review of the business
The Board monitors the progress of the Company by reference to the following Key Perfarmance Indicators (KPIs)

*  Net premiums wntien
e  Net claims incurred
»  Netincome

Net premuums written 1n the year amounted to 38 4 millon compared to $8 2 mulhien 1n 2011 Gross premum written for the year was
$99 9 mullion, an ncrease of $7 1 million over the prior pertod’s gross wntten premum of $92 8 mulhon, pnmanly due to an ncrease of
premium wrttten through our property book The Company expenenced sigmficant rate pressure dunng the year yet conunued to maintam
1ts underwnting discipline Ceded premiums 1 2012 were 891 6 mullion, of which $47 6 mulhon related to retrocessions to our Bermuda
affiliate, Alhed World Assurance Company, Ltd (“AWAC Bermuda™) and $44 0 mullion related to prenuum ceded to external re-msurers
In 2011, ceded premiums were $84 6 million, of which $46 6 million related two retrocessions to AWAC Bermuda and $36 0 million related
to premuum ceded to external re-mmsurers

Net claims incurred in the year amounted to income of $1 4 million which compares against a $3 4 nullion loss for the prior year The
decrease 1n claims 1ncurred 1s pnimanly due to positive nel reserve developments of $47 | mullton for the 2002 to 2008 accident years on
our general casualty book of business, a $2 3m positive net reserve development on the mternational property book for the 2004 10 2011
accident years and an adverse net reserve development of $1 2 mullion on the property book duning 2012 This compares to the year ended
December 31, 2011 whuch included $3 1 mllion of positive net casualty reserve development for the accident years 2002 to 2007 and $0 2
mullion adverse net property reserve development for the 2003 to 2010 accident years

Net loss afier tax for 2012 was $2 3 mulhion for the Company, afier the retrocession to AWAC Bermuda, compared to a profit of $30
mllion for the same peniod 1n 2011 Admunistrative expenses were $16 S mullion for the year which compares agumst $13 2 mullion
2011 The increase 1s pnmanly due to increased employee salary costs

Net mvestment tncome for the year amounted to $2 0 mllion, compared to $4 6 mllion tn 2011 The decrease was duc to lower yields on
our fixed matunty investments, 1 3% and 1 7% respectively, for the years ended December 31, 2012 and 2011

Profits and reserves

Losses for the year amounted to $2 3 miilion (2011 Profit 33 0 mullion)
The directors have not declered a dividend for the year 2011 $ ml)

Future deyelopments

The objective 1s to manage our core business, to maximise profitability and increase book value through future market cycles In addibon, the
Company seeks to develop a select number of mmtatives 1o expand our geographic distribution and product mux, always with 8 focus on
profitable growth

Pringipal risks and uncertainties facing the Company

(i) Any downward revision or revocation of our financial steength ratings by A.M Best would affect our standing among
brokers and customers and may cause our premiums and earnings to decrease:

Ratings have become an 1acreasingly important factor in establishing the competitive pesttion of insurance and remsurance companies AM

Best has assigned a financial strength rating of “A (Excellent)” to Allied World Assurance Company (Europe) Lisuted (“*AWAC Europe™)

This rating 1s subject to periodic review and may be revised downward or revoked at the sole discretion of AM Best 1f the mung of AWAC
Europe 1s revised downward or revoked, our competitive position in the insurance and remsurance indusiry may suffer, and 1t may be more
difficult for us to market our products Specifically, any revisien or revocanon of this kind could result 1n 2 sigmficant reduction i the
number of msurance and remmsurance contracts we wriie and 1n a substanhal loss of business as customers and brokers that place this business
move to compentors with hugher financial strength reings




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012

PIRECTORS’ REPORT — Continued
(i) Actual clzims may exceed our reserves for losses and loss expenses

Our success depends on our ability to accurately assess the nsks associated wrth the businesses that we msure and remsure We establish loss
reserves to cover our cstimated liabihty for the payment of all losses and loss expenses mncurred wath respect to the policies we wnite Loss
reserves are estimates of what we expect the ultimate resolutton and admimstration of claums wall cost These estimates are based on actuanal
and statistical projections and on our assessment of cumently available data, as well as estimates of future trends 1n ¢lams seventy and
frequency, judicial theonies of hiability and other factors Loss reserve esnmates are refined as expenence develops and claims are reported
and resolved Establishing an appropnate level of loss reserves s an inherently uncertain process It 1s therefore possible that our reserves at
any given time will prove to be nadequate

To the extent we determine that actual losses or loss expenses exceed our expectations and reserves reflected in our financial statements, we
will be required to increase our reserves to reflect our changed expectatons This could cause a matenal increase in our habilities and a
reduction in our profitability, mcluding operating losses and a reduction of cepital The number and size of reported claums that we have
recerved to date has been relatively small  In the future, the number of claims will likely increase, and their curnulative size could exceed our
loss reserves Our results for the year ended December 31, 2012 were 1mpacted by positive net reserve developments for the 2002 to 2011
eccident years on the casualty and property books and a negative development for the current accident year on our property book

(ili) We could face losses from terrorism, political unrest and pandemic diseases

We have exposure to losses resulting from acts of terronsm and political mstabality  Although we generally exclude acts of terronsm from
our property insurance policies and property reinsurance treanes where practicable, we provide coverage in circumstances where we believe
we are adequately compensated for assuming those nisks A pandemuc disease could also cause us to suffer increased insurance losses on a
variety of coverages we offer Our remnsurance protections may only partally offset these losses Moreover, even m cases where we scck to
exclude coverage, we may not be able to completely eliminate our exposure to these events

It 1s impossible 1o predict the tming or seventy of these cvents with statisical certainty or to estumate the amount of loss that any given
occurretice will generate 'We could also suffer losses from a disruption of our business operatons and cur investments may suffer a decrease
In value due to the occumence of any of these events To the extent we suffer losses from these nsks, such losses could be significant

(v} The failure of any of the loss limitation methods we employ could have a material adverse effect on our finaneial
condition or results of aperations

We seck to hmut our loss exposure by adhering to maximum hmitations on policies wntten 1n defined geographical zones, limiming program
size for each client, edjusting retention levels and establishing per nsk and per occurrence limutations for each event and prudent underwnting
guidelines for each msurance program wntien Most of our direct lrabihity nsurance pohicies include maximum aggregate lumtations
Disputes relating to coverage and choice of legal forum may also anse As a result, vanous provistons of our policies that are destgned to
limnt our nisks, such as hmutations or exclustons from coverage or choice of forum, may not be enforceable in the manner we intend and some
or &l of our other loss hmitation methods may prove to be weffective

{v) We may be impacted by claims relanng to the on-going credit market downturn and subprime insurance exposures:

We wnite corporate drrectors and officers, errors and omussions and other insurance coverages for financial insututions and financial services
compames This industry segmnent has been impacted by the on-going credit market downturn As a result, this mdustry segment has been the
subject of heghtened scrutiny and m some cases mvestigations by regulators with respect to the mdustry’s actions as they relate to subpnme
mortgages, collateralised debt obligahons, structured investment vehicles and swap and derivative transactions These events may give nise to
ncreased claim litigation, including class action smits, which may involve our insureds To the extent we have claims relating to these events,
1t could cause substantial volatulity 1n our financial results and could have a matenial adverse effect on our financial condition and results of
operations

(vi) 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 ns.

We market our insurance products worldwide almost exclusively through msurance brokers In the year ended December 31, 2012, our top
five brokers represented approxuinately 69% of our gross premiums wrtten Loss of all or a substantial porton of the business provided by
any one ¢f our top five brokers could have an adverse effect on our financial condition and results of operations

(vif) QOuar reliance on brokers subjects us to thelr credit risk

In accordance with mdustry practice, we frequently pay amounts owed on claims under our msurance and remsurance contracts to brokers,
and these brokers, 1n turn, pay these amounts to the customers that have purchased msurance or reinsurance from us Ef a broker fails to make
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DIRECTORS' REPORT - Continued

such e payment, 1t 1s hikely that, 1n most cases, we will be hable 1o the client for the deficiency because of local laws or contractual
obligations Likewnse, when a customer pays premiums for policies written by us to a broker for further payment to us, these premmiums are
generally considered to have been paid and, 1n most cases, the chent wall no longer be hiable 16 us for those amounts, whether or not we
actually recesve the premiems Consequently, we assume a degree of credit nsk with the brokers we use with respect to our wnsurance and
remnsurance business

(vin) We may be unable to purchase reinsurance for our own account on commercially scceptable terms or to collect under
any reinsurance we have purchased

We acquire reinsurance for our own account to miigate the effects of large or multiple losses on our financial cendition From time to ime,
market conditions have limited, and 1n some cases prevented, insurers and remsurers from obtaining the types and smounts of rensurance
they consider adequate for their business needs

Conditions may occur at any ime in the future, were we may not be able to purchase remnsurance m the areas and for the amounts required or
desired Even (f reinsurance 15 generally available, we may not be ablc to negohate terms that we deem appropnate or acceptable or 1o obtain
coverage from entities with satisfactory financial resources

In addition, a reinsurer's msolvency, or inability or refusal 1o make payments under a reinsurance or retrocessional insurance agreement with
us, could have a matenal adverse effect on our financial condition and results of operaiions, because we remain liable 1o the remnsured under

the corresponding coverages wntten by us
(ix) Our investment performance may adversely affect our financial performance and ability to conduct business

We denve a matenal portion of our income from our mvested assets As a result, our opersting results depend in part on the performance of
our mnvestment porifolio Our mvestment performance 1s subject to & vanety of nsks, mcluding nsks related to general econome conditions,
market volatility, interest rate fluctuations, hquidity nsk and credit and default nsk. The values of, and retums on, such investments, may also
be more volatile

Because of the unpredictable nature of losses that may anse under insurance policies written by us, our hiquidity needs could be subsiantial
and may anse at any hme. We sirive to structure our imvestments 1n 4 manner that recognises our hquidity needs for our future habihties In
that regard, we attempt to correlate the matnity and duration of our investment portfohio to our general habihity profile To the extent we are
unsuccessful in correlating our mvestment portfolio with our expected habilittes, we may be forced to hquidate our investments at times and
pnces that are not optimal Thus could have a matenal adverse effect on the performance of our mvestment portfolio If our iquidity needs or
general lubihity profile unexpectedly changes, we may not be successful in continuimng to structure our investment portfolio mn its current
manner

{x) Any increase in interest rates could result in sigmficant losses in the value of our investment portfoho

Cur investmeni portfolio contamns nterest-rate-sensitive mstruments Interest rates are highly sensiive to many factors, including
governmental monetary pohicies, domestic and intemational economic and polical! conditions and other factors beyond our control
Although we attempt 1o manage the nsks of investing in a changing interest rate environment, we may not be able to effectively mitigate
Interest rate sensiivaty [n particular, ncreases mn interest rates could result in sigmficant losses, realised or unreahsed, m the value of our

investment portfolio
(xi) We may be adversely affected by fluctuations 1n currency exchange rates

Our functional and reporting currency ts the US dollar We do enter mio msurance contracts, however, where premums receivable and losses
payable are denomunated in currencies other than the US dollar In additon, we maintan a portion of our investments and habihties 1n
currencies other than the US dollar For hiabiliies incurred in currencies other than the US dollar, US dollars are converted to the currency of
the loss at the nme of clarms payment Although we have adopted a stratcgy to manage our forcign exchange exposurc, we may sull have
some exposure to foreign currency risk resulting from fluctuatons 1n exchange rates Any losses related to this nsk could have 2 matenal
adverse effect on our financtal condition and results of operations

(xii) We may require additional capital un the future that may not be available to us on commercially favourable terms

Our future capital requirements depend on many factors, including our ability to write new business and to estabhish premuum rates and
reserves at levels sufficient to cover losses To the extent that the funds generated by insurance prermums received and sale proceeds and
income from our investment portfolio are msufficient to fund future operating requirements and cover losses and loss expenses, we may need
to raise additional funds through financings or cuntail 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, ditution to our shareholders could result, and the secunties 15sued may
have nghts, preferences and privileges that are senior or otherwrse supenor to those of our common shares If we cannot obtain adequate
capital, our business, financial condition and results of operations could be adversely affected

4
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DIRECTORS’ REPORT - Continued

(xiu) Our business could be adversely affected if we lose members of our management team or are unable to attract and retain
our personnel:

Our success depends 1n substantial part on our ability to attract and retamn our employees who generate and service our business We rely
substantially on the services of our executive management team If we lose the services of members of our menagement team, our business
could be adversely affected Simularly, 1f we are unable 10 attract and retain other tatented personnel, the further umplementation of our
business strategy could be impeded This, 1n tum, could have 8 matenal adverse effect on our business

(x1v) Compliance by AWAC Europe with the legal and regulatory requirements to which it is subject is expensive, any failure
to comply could have a material adverse effect on our business:

AWAC Europe and 1ts branch 1n the UK are subject to various insurance regulanons promulgated by the Centrul Bank in Ireland It 1s not
possible to predict the future impact of changes n laws and regulations on our operations

Any faillure to comply with apphcable law or to obtan appropriate excmptions could result in restnenons on either the ability of the
Company 1 question, as well as potentially its affilates, 10 do busmess i one or more of the junsdictions 1 which they operate or on
brokers on which we rely to continue to produce business for us

AWAC Europe 1s obliged to mamtain 2 miumum level of capital and a “Mimmum Guarantee Fund” The Minimum Guarantee Fund
includes share capital and capital contributions As of Desember 31, 2012, the Company met the requirements

{xv) Compliance with Corporate Governance Code for Credit Institutions and Insurance Undertakings:
From 1 January, 2011, AWAC Europe 1s subject to the Corporate Governance Code for Credit Institutions and Insurance Undertalangs, but 1s

not n scope of the additional requirements for major institutions

Events since the Year End

There have been no significant events affecting the Company since the year end.

Directors’ Interests

The directors set out tn the table below have held office for the wholc peniod from January 1, 2012 to the date of this report unless otherwise
stated The directors holding office at December 31, 2012 held no interests i the Company but held the following interests in 1ts ulumaie
parent company Alhed World Assurance Company Holdings, AG (“AWAC Holdings™)

Ordinary shares (number} Ordinary shares (nuntber)

31 Dec 2012 31 Dec 2011
Frank D'Orario 58,617 34,525
Conor Heery 416 3,500
John Ciifford - -
Hugh Govemney - -
Scott Hunter (appomnted May 31,2012) 10,685 N/A
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DIRECTORS’ REPORT - Continued

Directors’ Responsibilities

Insh company law requires the directors to prepare financial statements for cach financial year which give 2 true and fair view of the state of
affairs of the Company and of the profit or loss of the Company for thai period In prepanng those financial statements, the directors are
requured to

«  select suttable accounting poheies and apply them consistently,

=  make judgements and estimates that are reasonable and prudent,

s  prepare the financial statements on the gomng concem basis unless 11 13 inappropnate to presume that the Company will continue n
business, and

+  state whether applicable accounting standards have been followed

The directors are responsible for keepmg proper books of account which disclose with reasoneble accuracy at any tume the financial posiion
of the Company and to enable them to ensure that the financial statements are prepared 1n accordance with the accounting standards generally
accepted 10 Ireland and comply with the Insh Compamics Acts, 1963 to 2012 and the European Communities (Insurance Undertakings
Accounts) Regutauons, 1996 They are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for
the prevention and detectivn of fraud and other iregulanties

Books of Account

The Directors ensured that they have comphed with the requirements of Secton 202 of the Compames Act 1990 with regard 10 maimntaiung
proper books of account  The specific measures taken are the employment of suitably qualified accounting personnel and the maintenance of
appropnate accounting systems The books of account are located at their registered office as stated on page 2 and at the UK branch office
located at 30 St. Mary Axe, 3™ Floor, London EC3A 8BF, UK.

uditor

The auditors, Deloitte & Touche, Chartered Accountants und Statutory Audit Firm, have sigmified ther wilhingness to continue 1n office 1
accordance with Section 160(2) of the Companies Act, 1963

%‘—‘\ o
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e o Itte C Delotte & Touche

Chartered Accountants &
Registered Auditors

INDEPENDENT AUDITOR’S 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, 2012 which comprise of the Profit and Loss Account, the Balance Sheet, the statement
of Accounting Policies and the related notes 1 10 20 The financial reporting framework that has been applied
in their preparation 1s Irish law and accounting standards issued by the Financial Reporting Council and
promulgated by the Institute of Chartered Accountants in Ireland (Generally Accepted Accounting Practice n
Ireland)

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 m 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 opinions we have formed

Respective responsibilities of directors and auditors
As explained more fully in the Statement of Directors’ Responsibilities, the directors are responsible for the
pteparation of the financial statements giving a true and fair view

Our responsibility 1s to audit and express an opinion on the financial statements in accordance with Inish law
and International Standards on Auditing (UK and Ireland) Those standards require us to comply with the
Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit mvolves obtaining evidence about the amounts and disclosures in the financial statements sufficient
to give reasonable assurance that the financial statements are free from material misstatement, whether
caused by fraud or error This includes an assessment of. whether the accounting policies are approprate o
the company’s circumstances and have been consistently apphed and adequately disclosed; the
reasonabieness of sigmificant accounting estimates made by the directors, and the overall presentation of the
financial statements

In addition, we read all the financial and non-financial information in the Directors’ Report to identufy
material inconsistencies with the audited financial statements If we become aware of any apparent material
misstatements or inconsistencies we consider the implications for our report

Opinion on financial statements
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 2012 and of the profit for the year then
ended, and

+ have been properly prepared in accordance with the Companies Acts, 1963 to 2012, 1963 to 2009 and
the European Communities (Insurance Undertaking Accounts ) Regulations, 1996

Continued on the next page/

Members of
Deloltte Touche Tohmatsu
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF
ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED

Matters on which we are required to report by the Companies Acts, 1963 to 2012

We have obtamed all the information and explanations which we consider necessary for the purposes of
our audit.

In our opinion proper books of account have been kept by the company

The financial statements are in agreement with the books of account

In our opimion the mformation given n the directors” report 1s consistent with the financial statements
The net assets of the company, as stated in the balance sheet are more than half of the amount of its
called-up share capital and, 1n our opinion, on that basis there did not exist at 31 December 2012 a

financial situation wiich under Section 40(1) of the Compames (Amendment) Act, 1983 would require
the convening of an extraordinary general meeting of the company.

Matters on which we are required to report by exception
We have nothing to report in respect of the provisions in the Compantes Acts, 1963 to 2012 which require us
to report to you tf, in our opinion, the disclosures of directors’ remuneration and transactions specified by law

arc not made.

C_ C_co

Glenn Gillard

For and on behalf of Deloitte & Touche
Chartered Accountants and Statutory Audit Firm
Dublin

Dae 28 Marchh 20D
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STATEMENT OF ACCOUNTING POLICIES
The sigmificant 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 Companues Acts, 1963 to 2012, as amended by the
European Communitics (Insurance Undertakings Accounts) Regulatrons 1996

The financtal statements have also been prepared i accordance with apphicable accounting standards and comply wath financral reporting
standards of the Fingncial Reporting Council, as promulgated by the Institute of Chartered Accountants m Ireland.

The financial statements have been prepared 1n eccordance wrih the provistons of the Statement of Recommended Pracuce on Accountng for
Insurance Bustness currently 1n effect.

Historical cost conyention

The financial statements have been prepared in accordance wath the histonical cost convention, as modified to include investments at current
market value

Recognition of underwriting income

Premiums are recognised as written on the inception date of a policy Other insurance and insurance policies can require that the prermum be
adjusted at the expiry of & policy to reflect the nsk assumed by us Premsums resulung from those adjustments are estumated and accrued
based on available informatuon Remnstatement prermums related to property catastrophe reinsurance are estimated and accrued based upon
contractual terms applied to the amount of losses expected to be paid

Premwums are eamned over the pencd of policy coverage 1n proporhion to the risks to which they relate Premuums relating to unexpired
penods of coverage are camed on the balance sheet as a reserve for uneamed premiums

Acquisition costs, pnmanly brokerage fees, commissions and insurance taxes, are incurred 1n the acquisition of new and renewal business
and are expensed as the premuums, {o which they relate, are eamed Acquisition costs relabng to the reserve for uneamed premiyms are
deferred and carned on the balance sheet as an asset Anticipated losses and loss expenses, other costs and investment income related to these
uneamed premuums are considered n determiming the recoverabality or deficiency of deferred acquisition costs If 1t 1s determuned that
deferred acquisition costs are not recoverable, they are expensed in the pertod so determuned  Further analysis ts performed 10 determine 1f a
lrabalaty ts required to provide for Josses which may exceed the related unezmed premums

Outstanding clalms

The reserve for losses and loss expenses 1s compnsed of two main elements outstanding loss reserves (also known as “case reserves”) and
reserves for losses imncurred but not reported {also known as “IBNR™) Casc reserves relate to known claims and represent management’s best
eshmate of the hikely loss setilement. Thus, there 1s a significant amount of estmation involved 10 determining the Likely loss payment
IBNR reserves require substantial judgement because they relate to unquanufied events that, based on industry information, masagement’s
experience and actuanal evaluation, can reasonably be expected to have occurred and are reasonably likely to result m @ 10ss to the Company

IBNR reserves are estimated for each business segment based on various factors, in¢luding underwnters’ expectations about loss expenence,
actuanal analysis, companisons with industry benchmarks and loss expenence to date Our actuanes employ generally accepted actuanal
methodelogies to determune esttmated ultimate expected losses and loss expenses The adequacy of our reserves 13 tested quarterly by our
actuanes A loss reserve study 1s prepared by an independent actuary ennualiy 1n order to provade additional 1nsight into the reasonability of
our reserves for losses and loss expenses

Estimeting resexves for our property segment reltes pnmanly on traditional loss reserving methodologies, utilising selected paid and reported
loss development factors In property lines of business, claims are generally reported and paid within a relatively shont pencd of ume durmg
and following the policy coverage penied. This enables us to determine wath greater certanty our estmate of ulumate losses and loss
expenses

Loss reserves do not represent an exact calculation of liability Rather, loss reserves are estimates of what we expect the ulbmate resolution
and admimstration of claims will cost These estumnates are based on actuanial and staustical projections and on our assessment of currently
available data, as well as eshmates of future trends 1n claims seventy and frequency, yudicial theones of habtlity and other factars Loss
reserve ¢stimates are refined as experience develops and as claims are reported and resolved




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012

STATEMENT OF ACCOUNTING POLICIES - Continued

Qutstanding claims (continued)

We determine what portion of the losses will be recoverable under our nsurance policies by reference to the terms of the isurance protection
purchased This determinetion 15 necessanly based on the underlying loss estimates and, accordingly, 18 subject 1o the same uncertainttes as
the estimate of case reserves and IBNR reserves

While management believes that our case rescrves and IBNR rescrves are sufficient to cover losses assumed by us, ulomate losses and loss
expenses may deviate from our reserves, possibly by matenal amounts For instance, as of December 31, 2012, a 5% change mn net IBNR
reserves would cause net losses and loss expenses to change by $2 1 nullion, which translates 1nto a 3 5% chenge in shareholder’s equity To
the extent actual reported losses exceed estimated losses, the camed estumate of the ullumate losses will be increased, and to the extent actual
reported losses are less than our expectations, the carmned estimate of ultmate losses will be reduced In additon, the methodology of
esumating loss reserves 1s peniodically reviewed to ensure that the assumptions made continue to be appropnate We record any changes 1n
our loss reserve estumates and the related msurance recoverables m the penods i which they are determuned

Investments

Investments are carmned at thewr current market value. Investment income comprses income received and recervable on fixed income
secunties, iterest earned and accrued on cash, realised gains on disposal of mvestments and unrealised gains on investments held A transfer
of mvestment return 1s made from the non-techrucal account to the techmcal account mn order to reflect the actual investment retum on the
assets supporting the technical provisions and associated shareholders’ funds

Pension benefits are funded over the employee’s penod of service by way of contributions to e defined contnbution scheme The Company’s
annual contnbution costs are charged to the profit and loss account in the penod to which they relate.

Foreign currency translation

Monetary assets and habihties denomrmated 1n foreign currencies are translated at the exchange rates ruling at the balance sheet date, and
revenue, costs and non-monetary assets at the exchange rates ruling at the date of the transactions Profits and losses ansing from foresgn
currency translation and on settlement of amounts recervable and payable in foreign currencies are dealt wath through the profit and loss
account Monetary assets are defined as money or securities held and amounts to be received in money, all other assets are non-monetary

assels

Taxation

The charge for the Company 15 based on the result for the year Deferved tax 1s recognised in respect of all tming differences that have
onginated but not reversed at the balance sheet date Deferred tax 13 not recogmsed 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 hikely than not that there will be suntable taxable profits from which the future reversal of the underlying
tmung differences can be deducted

- n

The Company recognises 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 penod, based on the Company’s estimate of the shares that will eveatually vest and adyusted for the effect of non-
market based vesting condiions Fair value of share options 1s measured using the Black-Scholes pncing model The expected hfe used in the
model has been adjusted, based on management's best estimate, for the effects of non-transferability, exercise restnctions and behavioural
considerations Fair vatue of Restneted Stock Units (“RSU’s’ ) 1s based on the closing market value at the date of grant.

The equity settled share-based payments expense has been included 1n the “Net operaung expenses™ line of the 1ncome statement.

Derivative instruments

The Company uses cumency forward contracts to manage currency exposure. The Company enters in to insurance contracts where the
premuum receivable and losses payable are denormnated i currenctes other than US$ In addition, the Company maintains a portion of its
mvestments and liabilines 1n currenctes other than the US$, pnmanly the Euro and Sterlmg  For ltabihitses wncurred in currencies other than
US$, US$ are converted to the currency of the loss at the tme of claim payment As a result, the Company has an exposure to foreign
currency nsk resulting from fluctuations m foreign exchange rates The Company has developed a hedging strategy using currency forward
contracts to mimmise the potenual loss of value caused by currency fluctuations These currency forward contracts ere carmed at the
contracted rate of exchange, revalued at the perniod end date and included 1n the balance sheet as part of “other creditors,” with the
correspondrng realised and unrealised gains and losses included i the “Net operating expenses™ hne of the income statement.

10




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012

STATEMENT OF ACCOUNTING POLICIES — Contipued
Reporting currency
The financial statements are expressed i United States dollars (USS$})
Eixed asets
Depreciation 13 provided on fixed assets over their estimated useful hves as follows
Information technology — 3 years

Furniture and fittings — 5 years
Leasehold improvements — 5 years




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED

REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012

PROFIT AND LOSS ACCOUNT
TECHNICAL ACCOUNT

Gross premiuwms wntten

Qutward reinsurance premiums
Net premiums written

Change 1n the gross provision for uncarned premmums

Change 1n the gross provision for unearned premums, remmsurers share
Change n the net provision for unearned premums

Earned premiums, net of reinsurance
Allocated investment return transferred from the non-technical account
Claims incarred, net of reinsurance
Claims paid

Gross amount

Remsurers' share

Net claims paid

Change in the provision for claims
Gross amount

Reinsurers' share

Change in the net proviston for claims
Claims incurred, net of reinsurance

Net operating expenses

Balance on the techmeal account

Notes 31 Dee 2012 31 Dec 2011
Uss uUss

2 99,988,120 97,843,046
(91,588,666) (84,621,652)

8,399,454 8,221,394

12 (11,994,674) (6,321,414)
12 11,471,939 6,423,434
(522,735) 102,020

7,576,719 8,323,414

2,019,550 4,592,255

(19,777.214) (41,287,793)

16,982,577 16,502,065

(2,794,637 {4,785,728)

12 19,926,763 (6,160,875)
12 (15,772,903) 7,526,460
4,153,360 1,365,585

1,359,223 (3,420,143)

3 (12,553,282) (8,431,529)
(1,297,790) 1,063,997




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED

REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012

PROFIT AND LOSS ACCOUNT
NON-TECHNICAL ACCOUNT

Notes 31 Dec 2012 31 Dec 2011
L USS
Balaace on the technical account for non-life insurance business (1,297,790) 1,063,997
Investment income 4 2,019,550 4,592,255
Allocated investment retum transferred to the insurance techrucal account (2,019,550) (4,592,255}
(Loss) / profit on ordinary activities before taxation (1,297,790) 1,063,997
Tax (charge) / benefit on {loss) / profit on ordinary activities (978,295) 1,984,771
(Loss) / profit on ordinary activities after taxation {2,276,085) 3.048.768

There were no recogmused gains or losses other than those included in the profit and loss account
(Loss} on orhnary activities arose solely out of continuing activities

The accompanyiag notes form an integral part of these financial statements

The financial statements were approved by the Board of Directors on the 25 March, 2013 and signed on 1ts behalfl by




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED

REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012

BALANCE SHEET

ASSETS

Investments
Debt secunties and other fixed tncome secunties
Deposits with credit institutions

Reinsurer' share of technical provisions
Provision for unearned premmums
Claims outstanding

Debtors

Debtors antsing from insurance operations
Qther debtors

Deferred acquisition costs

Other assets
Tangible fixed assets
Cash at bank and in hand

Prepayments and accrued income
Accrued mterest

Total assets

Notes

12
12

17

31 Dec 2012 31 Dec 2011
Uss Uss
94,600,205 105,656,727
32,424,850 13,562,289
127,025,055 123,219,016
69,478,358 58,006,419
357,407,859 373,180,762
426,886,217 431,187,181
21,963,188 16,875,798
1,769,284 3,651,343
9,389,849 6,248,097
33,122,321 26,775,238
456,405 672,253
149,030 218,074
605,435 890,327
930,819 1,119,458
548,569,847 583,191,220




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012

BALANCE SHEET (continued)

LIABILITIES Notes 31 Dec 2012 31 Dec 2011
USS USS

Capltal and reserves

Called up share capital 9 5,000,000 5,000,000

Capital contnbution 11 45,000,000 45,000,000

Retamned profit 11 10,072,515 12,348,600

Shareholders’ funds 11 60,072,515 62,348,600

Techmcal provisions

Provision for unearned premiums 12 76,501,598 64,506,924
Claims outstanding 12 403,689,881 423,616,644
480,191,479 488,123,568

Creditors
Creditors arising out of insurance operations 13 18,177,162 4,347,730
Other creditors 13 19,924,285 19,977,920
38,101,447 24,325,650
Accruals and deferred sncome 18 10,204,406 8,393,402
Total habihities 588,569,847 583,191,220

The accompanying notes form an integral part of these financial statements

financial statements were approved by the Board of Directors on 25" March, 2013 and signed on its behalf by




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012

NOTES TO THE FINANCIAL STATEMENTS FOR THE ACCOUNTING YEAR ENDED 31 DECEMBER 2012

1, Principal activides

The Company 15 Iicensed 1o undertake the business of non-hfe msurance o Ireland in the following classes under the European Commumties
(Non-Life Insurance) Framework Regulations, 1994 - Classes 1, 3,4,5,6,7,8,9, 11,12, 13,14, 15 end 16

The Company has outward remsurance with external remnsurets on 1ts property, trade credit and casualty books of business The Company
also has an internal quota share agreement with Allied World Assurance Company, Ltd, after external reinsurance 15 first apphed

2. Segmental analysis for the year

31 Dec 2012 31 Dec 2011
Casualty Trade Credit Property Total Casuvalty Trade Credit Property Total
USss USS uUss USS Uss USS uUss USss

Gross premium written
- nisks located in the
EU 66,670,823 5,638,332 10,526,712 82,835,867 64,297,792 3,212,771 3,486,146 70,996,709
- risks located cutside
the EU 15,154,937 813,960 1,183,356 17,152,253] 19,587,580 1,136,416 1,122,341 21,846,337

81,825,760 6,452,292 11,710,068 99,988,120| 83,885,372 4,349,187 4,608,487 92,843,046

Change 1n the provision

for UEFR (4,218,348) (6,141,328) (1,634,998) (11,994,674} (2,762,621) (3.631,634) 72,841  (6,321414)
Gross premmuam
earned 77,607,412 310,964 10,075,070 87,993,446 81,122,75] 717,553 4,681,328 B6,521,632

Gross claims incurred 2,494,900 (2,543,602) 198,251 149,545 (28,380,636)  {290,465) (18,777,567) (47,448,668}

Net operating expenses  (9,324,278)  (1,774,263) (1,454,742) (12,553282) (7,769,607)  (368,280)  (293,642) (8,431,529)

Gross technical result 70,778,034 (4,006,901) 8,818,579 75,589,713 44,972,508 58,808 (14,389,881) 30,641,435
Reinsurance balance (71,064,780) (2,725,558) (5,116,715) (78,907,053y (45,867,389)  (382,358) 12,080,093 (34,169,654)

Allocated investment
return 1,659,007 206,821 153,722 2,019,550 4,190,724 186,020 215,512 4,592256

Net techmical result 1,372,261  (6,525,638) 3.855,586 (1,297,790) 3,295,843 (137,570) (2.094.276) 1,063,997

Gross written premium relates to contracts in the following geographical locetions

31 Dec 2012 31 Dec 2011

uss Uss

Republic of Ireland 2,528,309 1,834,477
Other EL) member states 80,307,558 69,162,232
Other countnes 17,152,253 21,846,337
99,988,120 92,843,046

16




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012

NOTES TO THE FINANCIAL STATEMENTS FOR THE ACCOUNTING YEAR ENDED 31 DECEMBER 2012
(continued)

3 Net operating expenses

31 Dec 2012 31 Dec 2011

USs uss

Administrative expenses 16,488,308 13,235,291
Miscellaneous underwntng expenses 483,778 250,083
Foreign exchange (gain) / loss (1,116,594) 229,133
Broker commissions 11,514,032 7,954,553
Remsurers share of broker commussions (13,485,492) (12,388,734)
Maovement in deferred acquisiion costs (3,141,753} (1,905,308)
Movement 1n accruals & deferred mcome 1,381,003 1,056,511
12,553,282 8,431,529

The Company's employment costs for all employees comprise

Stock compensation expense 1,899,672 1,023,038
Wages & salanes 7,013,542 4,986,716
Soctal welfare costs 1,613,624 1,316,634
Pension costs 576,671 436,149
Other costs 177,410 102,233
11,280,919 7,864,770

Included 1n administrative cxpenses are payments made to a defined contnbution pension scheme on behalf of employees during the year
amounting to $576,671 (2011 $436,149)

The average number of persons employed by the company dunng the year was 35 (2011 32)

4, Investment income

31 Dec 2012 31 Dec 2011
USs USS
Debt secunties - interest / amortisation 1,748,031 3,136,459
Debt sccunities - realised/ unrealised gain 467,690 1,613,848
Cash and cash equivalents - interest ncome 8,963 27,182
Investment expenses (205,134) (185,234)
2,019,550 4,592,255
5 (Loss) / profit on ordinary activities before tax

31 Dec 2012 31 Dec 2011
Uss USS

(Loss) / profit on ordinary activiies before tax 15 stated afier charging.
Auditors’ remuneration 196,415 197,554
Directors' fees 72,485 72,645

Directors' fees are for independent non-executive directors only Executive Directors’ emoluments for the year ended December 31, 2012
and 2011 were $ml and $674,104 respectively

In accordance with Insh Company Law, Statutory Instrumenat 220 (*51 2207}, the following 15 a description of the categones of audit fees for
the Company as at December 31, 2012 and 2011

17



ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED

REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMRBER 2012

NOTES TO THE FINANCIAL STATEMENTS FOR THE ACCOUNTING YEAR ENDED 31 DECEMBER 2012

(continued)

8. (Loss) / profit on ordinary activities before tax (continued)

Audit of individual accounts
Other assurance services
Tax advisory services

Other non-audit services
Total audit fees

6 Tax on (loss) / profit on ordinary activities:

(Loss) / profit on ordinary acuvitics before tax

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

Nondeductible expenses

Capital allowances

Trading loss carned forward

Foreign tax deduction

Tax provision for UK branch loss

Prior year under provision

Movetnent in deferred tax

Corporation tax charge / (benefit)

Ireland
Foreign tax
Corporation tax charge / (benefit)

Deferred tax 1s due to tming differences ansing mamly on the share-based payment expenses

7 Debt securities

Debt secunties and other fixed mcome secunties are all on recogmsed stock exchanges and measured at the listed price

Opemng balance

Additons

Dusposals

Valuation adjustment/ amortisatton/ foreign exchange

Closing balence

31 Dec 2012 31 Dec 2011
Uss Uss
158,915 160,054
37,500 37,500
196,415 197,554

31 Dec 2012 31 Dec 2011
uUss (13
(1,297,790) 1,063,997
- 133,000

- 84,070

. (60,038)

. (22,992)

. (2.167)

- (1,671,579)

6,620 .
971,675 (445,064)
978,295 (1,984,771)
427,358 (235,236)
550,937 (1,749,535)
978,295 (1,984,771)

31 Dee 2012 31 Dec 2011
Uss Uss
109,656,727 98,356,186
13,943,065 88,740,396
(29,037.051) (BD,854,458)
37,464 3,414,603
94,600,205 109,656,727

The amortised cost of debt secunties and other fixed imcome securities held at Decemnber 31, 2012 was $93,299,523 (2011 $107,854,603)

18




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012

NOTES TO THE FINANCIAL STATEMENTS FOR THE ACCOUNTING YEAR ENDED 31 DECEMBER 2012
(continued)

8 Debtors

31 Dec 2012 31 Dec 2011

Uss uss
Debtors ansmg from wnsurance operations
Amounts due from external parties 21,963,188 16,875,798
QOther debiors
Deferred tax asset 218,925 1,190,600
Corporation tax asset 145,487 340,268
Prepayments and other debtors 604,495 441,352
Amounts due from affihates 800,377 1,679,123
1,769,284 3,651,343

Reconciliation of deferred tax asset
Opemng balance 1,190,600 745,535
Movement in year (971,675} 445,065
Closing balance 218,925 1 190,600
9 Equity share capital

31 Dec 2012 31 Dec 2011

Uss uss

Authonsed
100,000,000 ordinary shares of US$1 cach 100,000,000 100,000,000
Issued
5,000,000 ordinary shares of USS1 each 5,000,000 5,000,000

Each ordinary share 1s 1ssued with one voting night attached

10 Employee benefit plan

a) Employee stock option plan

Alhed World Assurance Company Holdings, AG (“AWAC Holdimgs™) Third Amended and Restated 2001 Employee Stock Option Plan (the
“Plan™} allows up to 4,000,000 common shares of AWAC Holdmgs to be tssued  Options under the plan are exercisable 1n certain mited
conditions, expire after 10 years, and generally vest pro-rata oves four years from the date of grant. The exereise price of options 1ssucd shall
not be less than 100% of the fair market value of the common shares of AWAC Holdings on the date the option award 18 granted

31 Dec 2012 31 Dec 2011

Mumber of share Weighted average Number of share Weighted avernge
optons exercise price options cxercise price
Outstanding at beginming of vear 56,173 $48 44 39,681 $4199
Granted - . 25,894 $61 51
Exercised (9,343) (343 53) (7,728) (33807
Forfented (1,403) (358 67) (6.820) ($5314)
Transfers in 14,971 $49 68 5,146 $42 58
Outstanding at end of year 60,398 $5093 56,173 $48 44
Exercisable at end of year 29,549 $46 44 15,865 $42 52

Fair value at end of year $1,683,124 $603,089

The weighted average share pnice at the date of exercise for share options exercised during the year was 373 94 The options outstanding at
December 31, 2012 had a weighted average remaining contractuel hfe of 7 04 years The stock related compensation expense relating to the
plan for the year ended December 31, 2012 and 2011 was $225,275 and $212,861 respectively
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REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012

NOTES TO THE FINANCIAL STATEMENTS FOR THE ACCOUNTING YEAR ENDED 31 DECEMBER 2012
{continued)

10. Employee benefit plan (continued)

Assumptions used m the option-pnicing model are as follows
Options granted durnng Options granted during

the year ended the year ended

31 Dec 2012 31 Dec 2011

Expected term of option N/A 5 48 years
Weighted average nsk-free interest rate N/A 233%
Weighted average expected volatiiity N/A 31 51%
Dividend yield N/A 1 00%
Exercise pnce N/A $61 51
Weighted average share price N/A $48 99

The expected term of the option 1s based on the historical terms of options granted since the inception of AWAC Holdings and the expected
volanhity 1s based on the volatility of the fair market value of AWAC Holdings’ common shares The Company has assumed an annual
forfeiture rate of 6 7% for ophons granted 1n determumng the compensation expense over the service penod,

b) Stock incentive plan

Allied World Assurance Company Holdings, AG (*AWAC Holdings™) Third Amended and Restated 2004 Stock Incentive Plan (the “Stock
Incentive Plan™) provides for grants of restrnicted stock, R$Us, dividend equivalent nghts and other equaty-based swards. A total of 2,000,000
common shares may be issued under the Stock Incentive Plan To date, only RSUs have been granted  These RSUs generally vest in the
fourth or fifth year from the original grant date, or pro-rata over four years from the date of granit

31 Dec 2012 31 Dec 2011
Quistanding RSUs at beginmng of year 8,409 17,167
RSUs granted 3,061 4,076
RSUs vested (10,165) {18,633)
RSUs forfeited (4,634) (2,140)
Transfers m 25,723 7,940
Outstanding RSUs at end of year 22,393 8,409
Fair value at end of year $1,764,647 $529,199

The compensation expense for the RSUs ts based on the fur market value of AWAC Holdings® common shares #t the ume of grant. The
Company has assumed an annual forfetture rate of 3 14% for R$Us granted in determiming the compensation expense over the service penod

¢) Long-term incentive plan

The Long-Term Incentive Plan ("LTIP*) provides for performance based equity awards to key employees un order to promote the long-term
growth and profitability of the Branch Each award represents the nght to receive a number of commnon shares of AWAC Holdings 1 the
future, based upon the achievement of established performance cnitena dunng the apphicable three-year performance peniod A total of
2,000,000 common shares of AWAC Holdings may be 1ssued under the LTIP

31 Dec 2012 31 Dec 2011
Qutstanding LTIPs at beginnunig of year 23319 2,339
LTIPs granted - -
LTIPs vested (2,339 -
LTIPs forferted - -
Transfer in - -
Qutstanding LTIPs at end of year - 2,339
Fair value at end of year - £147,193

The compensation expense for the LTtP 1s based on the fair market value of AWAC Helding’s common shares at the tume of grant.
20
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REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2012

NOTES TO THE FINANCIAL STATEMENTS FOR THE ACCOUNTING YEAR ENDED 31 DECEMBER 2012
(continued)

10. Employee benefit plan (continued)

d) Cash-equivalent stock awards

Dunng 2012 and 2011, as part of the annual year-end compensation awards, Allled World Assurance Company Holdings, AG ("AWAC
Holdings™) granted both stock-based awards and cash-equivalent stock awards The cash-equivalent awards were granted to employees who
received RSU and LTIP ewards and were granted 1n heu of granting the full award as a stock-based award The cash-equivalent RSU awards
vest pro-rats over four years from the date of grant The cash-equivalent LTIP awards vest afier a three-year performance penod  The
compensation expenses for the cash-equivalent awards are based on the farr market value of AWAC Holdings® common shares as of the end
of the reporting penod and the total awards outstanding.

The stock related compensation expense relating to cash equivalent awards for the year ended December 31, 2012 and 2011 was $1,351,357
and $600,502 respectively

11 Movement in equity shareholders’ fund

Capital Profit & loss
Share capital contribution account Total
uss uUss uUss Uss
Balance as at 1 January 2011 5,000,000 45,000,000 9,299,832 59,269,832
Ptofit on ordinary activities after tax 3,048,768 3,048,768
Balance ag at 1 January 2012 5,000,000 45,000,000 12,348,600 62,348,600
Loss on ordinary activities after tax (2,276,085) {2.276,085)
Balance as at 31 December 2012 5,000,000 45,000,000 10,072,515 60,072,515
12 Technical provisions
Reinsurance
Claims outstanding Gross amount amount Net amount
uss Uss Uss
At | January 2012 423,616,644 (373,180,762} 50,435,882
Movement 1n provision (19.926,763) 15,772,503 {4,153,860)
At 31 December 2012 403,689,881 (357,407,859) 46,282,022
Reinsurance
Unearned premium reserve Gross amount amouant Net amount
USS Uss uss
At ] January 2012 64,506,924 (58,006,419) 6,500,505
Movement 1n provision 11,994,674 {11,471,939) 522,735
At 3] December 2012 76,501,598 {69,478,358) 7,023,240

Our results for the year ended December 31, 2012 were 1mpacted by a positive nct reserve developments of $47 1 milhon for the 2002 to
2008 accident years for our casualty book of business, a $2 3m posittve development on the property book for the 2004 to 2011 accdent
years and an adverse net reserve development of $1 2m on the property book dunng 2012 This compares to the year ended December 31,
2011 which tncluded $3 1 milion of positive net casually reserve development for the accident years 2002 to 2007 and $0 2 nultion adverse
net property reserve development for the 2003 to 2010 eccident years

13 Creditors
31 Dec 2012 31 Dec 2011
USsS uss
Creditors ansing out of tnsurance and reinsurance operations
Thurd party creditors 10,106,607 4,347,730
Amounts due to affiliates 8,070,555 -
18,177,162 4,347,730
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13 Creditors (conunued)

Amounts due to affihates 13,548,178 14,981,108
Other creditors 6,376,107 4,996,812
19,924,285 19,977,920

14. Forward contracts

The company has not apphed fair value accounting for denvative contracts Disclosure of the fair value and relevant terms and condinons, as
required under the Compames Act 1986, relating to denvauive contracts at year end 1s given below

The faur value of forward foreign currency contracts was a positive $187,882 at December 31, 2012 At December 31, 2011 the far value of
forward foreign currency contracts was a negative $983,483

Notiona! amounts and relevant terms and condations of each of the above category of denvative contracts are given below:

Amount purchased Ameount scld Forward rate agreed Matarity date

USD 3,974,300 EUR 3,000,000 132 23 January 2013
AUD 3,000 000 USD 3,061,800 104 23 January 2013
GBP 1,000,000 USD 1,497,650 162 23 January 2013

15. Parent company

The company’s parent company 1s Allied World Assurance Holdmgs (Ireland), Ltd, a company incorporated 1n Bermuda The largest and
smallest group into which the results of the company are consolidated 15 that headed by Allied World Assurance Company Holdings, AG
Copies of the consohdated group financial statements may be obtaned from Lindeustrasse 8, 6340 Baat/ZG, Switzerland

16 Related party transactions and cashflow statement

Transections with other compames within the group and cash flow statements are not disclosed as the company has taken advantage of the
exemption available under Financial Reporting Standard No 8 (Related Party Disclosures) and Financial Reporting Standard No 1 (Cash
Flow Statements), on the basis that the consolidated financial statements of Allied World Assurance Company Holdings, AG are publicly
available as referred to 1o notc 15

17. Tangble assets

Furniture and Information Leasehold
fithngs technology improvements Total
USs uss uss uss
Cost
As at | January 2012 334,802 1,856,075 2,663,382 4,854,259
Additrons - 93,422 20,488 113,910
As at 31 December 2012 334,802 1,949,497 2,683,870 4,968,169
Depreclation
As at | January 2012 325,083 1,525,845 2,331,079 4,182,007
Charge for the year 3,673 231,685 92,399 329,757
As at 31 December 2012 330.756 1,757,530 2,423,478 4,511,764
Net book value at 31 December 2012 4,046 191,967 260,392 456,405
Net book value at 31 December 2011 9.720 330,230 332,303 672,253
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18 Accruals and deferred income

31 Dec 2012 31 Dec 2011
uss USss
Uncarned ceding commissions 7,270,022 5,002,291
Unearned ceding comrmssions from affiliates 2,934,384 3,391,111
Third party creditors 10,204,406 8,393,402

19 Subsequent events

There were no adjusting or non-adjusting events between the balance sheet date up to the date of approval of the financial statements

10 Approval of financial statements

The Directors approved the financigl statements on 25™ March, 2013
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