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ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

DIRECTORS’ REPORT

The dircctors submit thear report together wath the audited financial statements for the accounting year ended December 31, 2013

Pnincipsl activities

The principal activity of Alhed World Assurance Company (Evrope) Limited (“the Company” ar *AWE™), and 11s branches in the U K and
Switzerland, 1s to underwnte first and third party insurance and rensurance nisks, pnmanly within the European Unson on a freedom of
sexvices (FOS) basis

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

=  Net premiums wntten
«  Netclaims incurred
s Netincome

Net premiums written in the year amounted to $13 3 million compared to $13 8 mullion i 2012 Gross premuums written for the year was
$148 0 mullion, an increase of $7 9 million over the prior penod’s gross premium wntten of $140 1 milhon, pnmanly due to the acqusition
of the renewal nights to a book of aviation busmess from Markel International {effective October 1, 2013) This was off-set by a reduction
of premium wnitten on our property book The Company experienced sigmficant rate pressure dunng the year yet continued to mamntain its
underwnung discipline Ceded premiums 1n 2013 were 5134 7 mulhon compared to $126 3 nulhon m 2012 The Company's ceded
premium coverage rato for 2013 was 91% compared to 90% for 2012

Net claims mcurved in the year amounted to losses of $2 6 milhion which compares agarnst a $0 9 milhon foss for the pnor year Current
year net claims incurred were impacted by favourable net reserve developments of $4 7 nuillion compared to a favourable development of
$8 5 mulhon for the prior ycar

Net loss after taxation for 2013 was $2 8 nulhion for the Company compared to a profit of $9 3 milhon mn 2012 Admmstrative expenses
were $35 0 mullion for the year which compares against $25.3 milhon 2012 The increase pnmanly relates to employment costs as a
result of higher staff numbers, an increase i stock compensation expense (duc to the appreciation of the ulumate parent’s share pnce), an
Increase 1n recruitment costs and expenses incurred as staff left the Company

Net imvestment income for the year amounted 0 $1 0 mulhon, compared to $2 8 mulhon m 2012 The decrease was due to lower yields on
our fixed matunty investments, 0 9% and | 2% respectively, for the years ended December 31, 2013 and 2012 Loan nterest mcome for
2013 was $14 Om which was consistent wath the pnior year

Profits and rcserves

Losses for the year amounted to $2 8 mullion (2012 Profit $9 3 million)
The directors have not declared a dividend for the year (2012 § ml)

Merger

Following the removal of the regulatory restriction imposed on Insh authonsed insurance undertakings from accepting inwards remnsurance
that would exceed 20% of gross premium written (the ‘80 20 Rule'), the Boards of AJhed World Assurance Company (Europe) Limted
(“*AWE") and Alhed World Assurance Company (Reinsurance) Limited (*“AWR™) approved the merger of AWE and AWR and the filing of
a consohdated business plan with the Central Bank of Ircland (“CBI’), which was subsequently approved on July 10, 20[3 The Insh High
Court confirmed the occurrence of the merger with effect from October 31, 2013 From November 1, 2013 the surviving company 1s AWE
and 1t has assumed all obligations of AWR AWR has been dissolved, by order of the Insh High Court

Future developments
The objective 1s to manage our core business, to maximse profitability and increase book value through future market cycles In addition, the

Company seeks to develop a select number of mmitiatives to expand our geographic distnbution and product mix, always with a focus on
profitable growth

Principa) risks and uncertafnties facing the Company

1] Any dowoward revision or revocation of our financial strength ratings by A.M Best would affect our standing among
brokers and customers and may cause our premiums and earnings to decreass:




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

DIRECTORS’ REFORT — Continued

Raungs have become an increasingly important factor in establishing the competizve position of insurance and remnsurance compantes A M

Best has assigned a financtal strength rating of “A (Excellent)" to Alhed World Assurance Company (Europe) Lumuted {“the Campany™)

This rating 15 subject to periodic review and may be revised downward or revoked at the sole discretion of AM Best If the ratng of the
Compeny 15 revised downward or revoked, our competitive posinon in the msurance and rensurance industry may suffer, and 1t may be more
difficult for us to market our products Specifically, any revision or revocation of this kind could result in a significant reduction 1n the
number of nsurance and rewnsurance contracts we wiie snd 1n & substantial loss of business as customers and brokers that place this busmess
move to competitors with igher financial strength ratings

(ii) Actusl claims may exceed our reserves for losses and loys expenses

Our success depends on our ability to accurately assess the nisks associsted with the businesses that we insure and reinsure We establish loss
reserves 1o cover our estimated hability for the payment of all losses and loss expenses incurred wath respect to the policies we write Loss
reserves are estumates of what we expect the ulumate resolution and admimstration of claims will cost These estumates are based on actuanal
zod statistical projections and on our essessment of currently available data, as well as esumates of future trends in claims seventy end
frequency, judicial theartes of liability and other factors Loss reserve estmates are refined as expenence develops and claims are reported
and resolved Estabhishing an appropnate level of loss reserves 1s an mherently uncertain process It 1s therefore possible that our reserves at
any given iime will prove to be nadequate

To the extent we determine that actual losses or loss expenses exceed our expectations and reserves reflected 1n our financial statements, we
will be required to increase our reserves to reflect our changed expectanons This could cause a matenal increase n our Liabilires 2nd a
reduction 1n our profitability, mecluding operating losses and a reduction of capital Qur results for the ycar ended December 31, 2013 were
impacted by favourable net reserve developments for the 2002 to 2012 accident years on the property, hatnlity and treaty books and negatve
developments on the property and liability books for the 2009, 2011 and current accident years

(ib) We could face losses from terronsm, political unrest and pandemic diseases

We have exposure to losses resutting from acts of terronsm and pohtical instabiity  Although we generally exclude acts of terronsm from
our property insurance policies and property remnsurance treaties where practicable, we provide coverage in circumstances where we believe
we ate adequately compensated for assuming those nisks A pandemic disease could also cause us to suffer increased nsurance losses on a
vanety of coverages we offer Cur outward reinsurance protections may only parhally offset these losses Moreover, even 1n cases where we
seek 10 exclude coverage, we may not be able to completely eliminate our exposure to these events

It 15 1mpossible to predict the tming or severity of these events with statistical certainty or to eshmate the amount of loss that any given
accurrence will generate We could also suffer losses from a disruption of our business operations and our investments may suffer a decrease
1 valee due to the occurrence of any of these events To the extent we suffer losses from these nisks, such losses could be sigmficant

{iv) The failure of any of the loss hmitaton methods we employ could have a material adverse effect on our financial
condition or results of operations

We seek to limut our loss exposure by adhenng to maximum himitations on policies wnitten 1n defined geographical zones, limiting program
size for each client, adjusting retention levels and establishing per nsk and per ocourrence limutations for each event and prudent underwniting
guidehnes for each nsurance program writen Most of our direct hability 1nsurance pohicies include maximum aggregate limitations
Disputes relating to coverage and choice of legal forum may also anse As a result, vanous prowvisions of our pohcies that are designed to
Lumut our nsks, such as hmitations or exclusions from coverage or choice of forum, may not be enforceable n the manner we intend and some
or all of our other loss hmutaton methods may prove fo be meffective

(4] For our remsurance business, we depend on the policres, procedures and expertise of ceding comparues-

Because we participate in property and casualty and specialty lines remsurance markets, the success of our underwnting efforts depends n
part on the policies, procedures and expertise of the ceding compamies malang the onginal underwnting decisions  Underwnting 15 a matter
of judgement, mvolving important assumptions about matters that are inherently unpredictable and beyond the ceding compames’ control and
for which histoncal expenence and statistical snalysis may not provade sufficient gmdance We face the nsk that the ceding companies may
fait to accurately assess the nisks they underwnte, which, in tum, may lead us to inaccurately assess the nsks we assume  If we fail 10 assess
¢laim exposures in a umely manner and to estabhish appropnate premum rates, we could face sigmificant losses on these contracts  We could
also face significant losses on contracts to the extent cur chents fail to promptly remit premiums owed to us

(v1) We may be umpacted by ctaims relating to the recent credit market downturn and subprime insurance exposures

We write corporate directors and officers, errors and omissions and other insurance coverages for financial mstitutions and financial services
companies This industry segment has been impacted by the recent credit market downturn As a result, thes industry segment has been the
subject of heightened scrutiny and in some cases nvestiganons by regulators with respect to the mdustry™s actions as they relate to subpnme
mortgages, collateralised debt obliganons, structured mvestment vehicles and swap and denvative transactions These events may give nse to

3
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DIRECTORS® REFORT — Continued

mereased claim hinganon, including class action suits, which may mvolve our insureds To the extent we have claims relating to these events,
1t could cause substantial votatility 1n our financial results and could have a matenial adverse effect on our financial condition and results of

operations

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

We market our insurance products worldwide atmost exclusively through insurance brokers In the year ended December 31, 2013, our top
five brokers represented approximately 67% of our gross prermiums wntten 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 condstion and results of operations

(vii) Our reliance on brokers subjects us to thejr credit nisk:

In accordance with industry practice, we frequently pay amounts owed on claims under our msurance and remnsurance contracts to brokers,
and these brokers, 1n turn, pay these amounts to the custorners that have purchased insurance or rensurance from us 1f a broker fails to make
such a payment, it 1s likely that, 1n most cases, we will be hable o the client for the deficiency because of local laws or contraciual
obhgations Likewise, when a customer pays premiums for policies witten by us to a broker for further payment to us, these premums are
generally considered to have been pmd and, m most cases, the client will no longer be hable to us for those amounts, whether or not we
actually receive the premums Consequently, we assume a degree of credit nsk with the brokers we use wath respect o our insurance and
reinsurance business

(x) We may be unable to purchase relnsurance for our own account on commercially acceptable terms or to collect under
any remnsurance we have purchased:

We acquire reinsurance for our own account to mitigate the effects of large or multiple losses on our financial condiion From time to tume,
market conditions have limited, and 1n somc cascs prevented, insurers and reinsurers from obtaning the types and amounts of remnsurance
they consider adequate for their business needs

Conditions may occur at any tme in the future, where we may not be able to purchase remnsurance 1n the areas and for the amounts required
or desired Even (f reinsurance 1s generally available, we may not be able to ncgotiate terms that we deem appropriate or acceptable or to
obtain coverage from entities with satisfactory financial resources

In addition, a remsurer’s insolvency, or nablity or refusal to make payments under a reinsurance or retrocessional msurance agreement with
us, could have a matenal adverse effect on our financial condition and results of operations, because we remain hable to the nsured or
remnsured under the coresponding coverages wnitten by us

x) Qur investment performance may adversely affect our financial performance and ability to conduct business:

We denve a portion of our income from our invested assets As a result, our operating results depend n part on the performance of cur
investment portfolio Our nvestment performance 1s subject to a vanety of nsks, inchuding nisks related to general economic conditions,
market volatility, interest rate fluctuations, liquidity nisk and credit and default nsk The value of such investments, and returns thereon may
also be more volatle

Because of the unpredictable nature of losses that may anse under insurance policies wnitien by us, our hquidity needs could be substantal
and may anse at any me We strive to structure our invesiments 1n a manner that recogmses our hquidity needs for our future kabiliies In
that regard, we attempt to correlate the matunty and duration of our investment portfolio 10 our general Liability profile To the extent we are
unsuccessful in correlating our mvestment portfolio with our expected habilities, we may be forced te liguidate our mvestments at times and
prices that are not optimal This could have a matenal adverse effect on the performance of our investment portfohio 1f our hquidity needs or
general hability profile unexpectedly changes, we may not be successful in continmng to structure our wvestment portfolhio 1n its current
manner

(x1) Any increase in interest rates could resalt in significant Josses in the value of our investment portfolio:

QOur 1nvestment portfolio contans witerest-rate-sensiive instruments [nterest rates are highly sensitive to many factors, including
govemnmental monetary pohcies, domestic and tematonal economtc and polincal conditions and other factors beyond our control
Although we attempt to manage the nsks of nvesting 1n a changing interest rate environment, we may not be able to effectively miigate
interest rate sensiivity In particular, increases in iterest rates could result 1n sigmficant losses, realised or unrealised, 1n the value of our
mvestment portfolio
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DIRECTORS® REPORT — Continued
(xt1) We may be adversely affected by fluctuations in currency exchange rates:

Qur functional and seporting currency 1s the US dollar We do enter into insurance contracts, however, where prermums receivable and losses
payable are denomunated in currencies other then the US dollar In addition, we mantan 2 portion of our mvestments and Liabiliiies 1n
currencies other than the US dollar For Labilities incurred 1n currencies other than the US dollar, US dollars are converted to the cumency of
the Joss at the ume of claims payment. Although we have adopted a strategy to manage our foreign exchange exposure, we may sull have
some exposure to foreign currency nisk resulting from fluctuations m exchange rates Any losses related to this nsk could have a matenal
adverse effect on our financial condition and results of operations

(xih) ‘We may require additional capital in the future that may not be available to us on commercially favourable terms

Qur future capital requirements depend on many factors, including our ability to winite new business and to establish preruum rates and
reserves at levels sufficient to cover losses To the extent that the funds generated by insurance premiums recerved and sale proceeds and
income from our investment portfolio are insufficient to fund future operating requirements and cover losses and loss expenses, we may need
to rmise addriional funds through financings or curtail our growth and reduce our assets Any future financing, if available st all, may be on
terms that ere not favourable to us In the case of equity financings, dilution to our shareholders could result, and the secunties issued may
have rights, preferences and pnivileges that are senior or otherwise supenor 1o those of our common shares If we cannot obtain adequate
capital, our business, financial condiion and results of operations could be adversely aflected.

(xwv) 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 tn substantial part on our abihity to attract and retarn our employees who generate and service our business We rely
substantially on the services of our execulive management team If we lose the services of members of our management team, our business

could be adversely affected Similarly, 1f we are unable to attract and retam other talented personnel, the further implementation of our
business straiegy could be impeded This, 1n tum, could have a matenal adverse effect on our business

(xv) Comphance by the Company with the legal and regulatory requirements to which it is subject is expensive, any failure to
comply could have a matertal adverse effect on our business:

The Company and 1ts branches 1n the UK and Switzerland are subject to vanous insurance regulations promulgated by the Central Bank of
Ireland It 1s not possible to predict the future impact of changes 1 laws and regulations on our operations

Any falure to comply wath applicable law or to obtan appropnate exemptions could result m restnctions on ather the abibty of the
Company tn questron, as well as potennally its affiliates, to do business in one or more of the junsdictions m which they ¢perate or on
brokers on which we rely to continue 0 produce business for us

The Company 15 cbliged to mamntain a mmnimum level of capital to meet solvency requirements set out by the Central Bank of Ireland All
solvency capital requirements have been complied wath throughout the year

(xvi) Compliance with Corporate Governance Code (or Credit Institutions and Insurance Undertakings:

From 1 January, 2011, the Company 15 subject to the Corporate Governance Code for Credit institutions and Ensurance Undertakings, but
does not fall in 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
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Directors’ interests
The directors sct out o the table below have held office for the whole penod from January 1, 2013 to the datc of this report unless otherwse

stated The durectors holding office at December 31, 2013 held no interests in the Company but held the following interests tn its ulhmate
parent company Allied World Assurance Company Holdings, AG (“AWAC Holdings™)

Ordinary shares (number) Ordinary shares (number)

31 Dec 2013 31 Dec 2012
Frank D'Orazio 67,797 58,617
Lee Dwyer (appomted November 16, 2013) 220 N/a
John Chfford . -
Hugh Governey - -
Scott Hunter 10,685 10,685

Directors’ Responsibilitics

Irish company law requires the directors to prepare financial statements for each financial year which give a true and far view of the state of
affairs of the Company and of the profit or loss of the Company for that penod In preparing those financial statemeats, the directors are
required to

select suitable accounting policies and apply them consistently,
make judgements and estimates that arc reasonable and prudent,

o  prepare the financial statements on the gomng concern basts unless 1t 1s mappropnate (o presume that the Company will contimue m
business, and

«  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 time the financial positon
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 2013 and the European Commumues (Insurance Undertakings
Accounts) Regulations, 1996 They are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for
the prevention and detection of fraud and other :rrepulanties

Books of Account

The Directors ensured that they have comphed with the requirements of Section 202 of the Companies Act 1990 with regard to maintaimng
proper bocks of account  The specific measurcs taken are the employment of suitably quahfied accounting personnel and the maintenance of
gppropnate accounung systems The books of account are located at their registered office as stated on page 1, at the UK branch office
located st 30 St Mary Axe, 3" Floor, London EC3A 8BF, U K. and at the Swiss branch at Lindenstrasse 8, 6340 Baar/Zug, Switzerland
Auditors

The auditors, Deloitte & Touche, Chartered Accountants and Statutory Audit Firm, have signified thair willingness to contmue 1n office m
ce with Section 160(2) of the Comparues Act, 1963

Dirccior

\ t
Sl 257 204y
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Chartered Accountants &
Registered Auditors

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

We have audited the financial statements of Alhied World Assurance Company (Europe) Limited for the year
ended 2013 which comprise the Profit and T.oss Account, the Balance Sheet, the Staiement of Accounting
Policies and the related notes 1 - 20 The financial reporting framework that has been apphed in their
preparation 15 Irish law and accounting standards 1ssued by the Financial Reporting Council and promulgated
by the Institute of Chartered Accountants in Ireland (Generally Accepted Accounting Practice 1n Ireland)

This report ts made solely to the company’s members, as a body, n accordance with Section 193 of the
Companies Act, 1990 Qur audit work has been undertaken so that we mught state to the company’s members
those mattets we are required to state to them 1n 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 responsibihties of directors and auditors
As explained more fully in the Statement of Directors’ Responsibilities, the directors are responsible for the

preparation 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 Irish 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 appropriate to
the company’s circumstances and have been consistently applied and adequately disclosed, the
reasonableness of significant 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 1n the Directors’ Report to 1denufy
material inconsistencies with the audited financial statements and to identify any information that s
apparently matenially incorrect based on, or materially inconsistent with, the knowledge acquired by us in the
course of performing the audit If we become aware of any apparent material misstatements or inconsistencies
we consider the imphcations for our report

Opinion on financial statements
In our opinion the financial statements

e gve a truc and fair view, n accordance with Generally Accepted Accounting Practice wn Ireland, of the
state of the affairs of the company as at 31 December 2013 and of the loss for the year then ended, and

e have been properly prepared in accordance with the Companies Acts, 1963 to 2013 and the European
Communities (Ensurance Undertakings Accounts) Regulations, 1996

Continued on next page/

Members of
Deloitte Touche Tohmatsu
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INDEPENDENT AUDITORS’ 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 2013

We have obtained 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 arc 1n agreement with the books of account

In our opimion the information given in the directors’ report 1s consistent with the financial statements.
The net assets of the company, as stated 1n the balance sheet are more than half of the amount of its
called-up share capital and, in our opimion, on that basis there did not exist at 31 December 2013 a
financial situation which under Section 40(1) of the Companies (Amendment) Act, 1983 would requare
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 n the Companies Acts, 1963 to 2013 whuch require us
to report to you if, in our opinion, the disclosures of directors” remuneration and transactions specified by law
are not made

Glenn Gillard
For and on behalf of Deloitle & Touche

Chartered Accountants and Statutory Audit Firm
Dubhin

Date c:25 u&_fdﬂ c;@“('




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

STATEMENT OF ACCOUNTING POLICIES
The sigmficant accountmg pohcies 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 w 2013, as amended by the
European Communsties (Insurance Undertakings Accounts) Regulations 1996

The financial statements have also been prepared i accordance with applicable accounting standards and comply with financial reporting
standards of the Accounting Standards Board, 2s promulgated by the Institutc of Chartered Accountants in Ireland.

The financial statements have been prepared 1n accordance wath the provisions of the Statement of Recommended Practice on Accounting for
Insurance Business currently in effect

Merger accounting

The company has accounted for the combined entity using merger accounting, in hine with FRS 6 The results of the combined companies arc
brought into the financial statements of the combined entity from the begmmning of the financial year in which the merger oceurred, adjusted,
where required, so as to achieve uniformity of accountng policies The correspondng comparative figures are restated by meluding the
results for the combiming comparies for the previous penod and thetr balance sheets at the previous balance sheet date, adjusted, where
required, to achieve uniformity of accounting policies

Historical cost convention

The financia) statements have been prepared in accordance wath the historical cost convention, as modified to include mvestments at current
market value

Recogmition of underwnting in¢ome

Premiums are recorded as wriiten on the inception date of the policy For certan types of business wntien by the Company, notably
remnsurance, premium income may not be known at the pohcy mception date In the case of quota share remsurance treaties assumed by the
Company, the underwniter makes an esumate of premmm income at meeption The underwnter’s estimate 1s based on statistical data
provided by remnsureds and the underwniter's judgment and expenence Such estmanions are refined over the reporting penod of each treaty
as actual wntten precuum information 15 reported by ceding companies and intermedianes Premmums resulting from changes in the esumate
of the premium mncome are recorded in the penod the estimate 1s changed Certain insurance and reinsurance contracts may require that the
premium be adjusted at the expiry of the contract to reflect the change in exposure or loss expenience of the msured or remsured

Premiums are recognused as earned over the pentod of policy coverage in proportion to the nsks to which they relate Remnsurance premiums
under a losses-occumng reifsurance contract are earned over the coverage peniod Reinsurance premiums under a nsks-attaching reinsurance
contract are eamed over the same penod as the underlying pohcics, or nisks, covered by the contract As a result, the eaming patiem of a
nsks-attaching reinsurance coniract may extend up to 24 months, reflecting the incepton dates of the underlying pelicies Premums relating
to the unexpired periods of coverage are recorded on the balance sheets as “uneamed premmums™

Acqmsition costs, compnsed of commussions, brokerage fees and msurance taxes, are costs that are direcily related to the suctessful
acquisition of new and renewal business Acquisiion costs that are deferred are expensed as the premmums to wiuch they relate are eamed
Acquisihion costs relating to the reserve for uneamed premiums are deferred and camed on the balance sheets as an asset and are amortised
over the peniod of coverage. Expected losses and loss expenses, other costs and anticipated mvestment income related to these uncarned
premuums are considered 1n determining the recoversbility or deficiency of deferred acquisiion costs 1f 1t 15 deterruned that deferred
acquisition Losts are not recoverable, they are expensed. Further analysis 15 performed to determune if a hability 15 required ¢ provide for
{osses which may exceed the related uneamed premuums

Qutstanding claims

The reserve for losses and loss expenses 1s comprised of two main elements  outstanding loss reserves (also known as “case reserves”) and
reserves for losses meurred but not reported (also known as “TBNR™) Case reserves relate to known claims and represent management’s best
estimate of the hkely loss settiement Thus, there is a significant amount of estmation nvolved 1n determuning the likely loss payment.
IBNR reserves require substantial judgement because they relate 10 unquanufied events that, based on industry informanon, management's
expenence and actuanal evatuahon, can reasonably be expected to have occurred and are reasonably likely to result i a loss to the Company




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

STATEMENT OF ACCOUNTING POLICIES - Continued

IBNR reserves are esiimated for cach business segment based on various factors, including underwniters’ expectations about loss expenence,
actuanal analysis, compansons with mdustry benchmarks and loss expenence to date Our actuanies employ generally accepted actuanal
methodologies 1o determine estimated ultimate expected losses and loss expenses The adequacy of our reserves 15 tested quarterly by our
actuaries A loss reserve study 1s prepared by an independent actuary annually 1n order to provide additional insight mto the reasonabulity of
our rescrves for losses and loss expenses

Loss reserves do not represent an exact calculaizon of hability Rather, loss reserves are estimates of what we expect the uiumate resolution
and admrmstration of claims will cost These estimates are based on actuastal and stanshcal projections and on our assessment of currently
available data, as well as eshmates of future trends in claims seventy and frequency, judicial theones of habihty end other factors Loss
reserve cshimates are refined as expenence develops and as claims are reported and resolved

We determune what portion of the lesses wall be recoverable under our insurance and remsurance policies by reference to the terms of the
imsurance protection purchased This determunation 18 necessanly based on the underlying loss estmates and, accordingly, 1s subject to the
same uncertanuies as the estimate of casc reserves and IBNR reserves

While management believes that our case reserves and IBNR reserves are sufficient to cover losses assumed by us, ultmate losses and loss
expenses may deviate from our reserves, possibly by matenal amounts For mstance, as of December 31, 2013, a 5% change m net IBNR
reserves would cause net losses and loss expenses to change by $2 G mmllion, which translates inte a 0 5% change 1n shareholder’s equuty Te
the extent actual reported losses exceed estimated losses, the camed estumate of the ultimate losses will be increased, and to the extent actual
reported losses are less than our expectations, the carned estmate of ulimate losses will be reduced In addition, the methodology of
estimanng loss reserves s pentocically reviewed to ensure that the assumptions made continue to be 2ppropnate We record any changes n
our loss reserve estimates and the refated reinsurance recoverables in the periods sn which they are detenmuned

Investments

Investments are cammed at therr current market value Investment income comprises 1ncome received and receivable on fixed income
securities, interest earmed and accrued on cash, realised gamns and losses on disposal of 1ovestments and unrcalised gains and losses on
investments held. A transfer of investment return 1s made from the non-techmcal account to the technical account 1n order to reflect the actual
mvestment retum on the assets supporting the techmcal provisions and associated shareholders’ funds

Penzion costs

Pension benefits are funded aver the employee's penod of service by way of contnibutions to a defined contnbution scheme The Company’s
annual contnbution costs are charged to the profit and loss account in the period to which they relate

Fgrelgn currency translatien

Monetary asscts and habilihes denominated n foreign currencies are translated at the exchange rates ruling at the balance sheet date, and
revenue, cosls and non-monetary assets at the exchange rates ruling at the date of the transactions Profits and losses ansing from foreign
cutrency translation and on settlement of amounts recervable and payable in foreign currencies are dealt with through the profit and loss
account Monelary assets are defined as money or securities held and amounts to be recerved in money; all other assets are non-monetary
assets

Taxation

The charge for the Company s based on the result for the year Deferred tax 13 recogmsed n respect of all timing differences that have
ongmnated but not reversed at the balance sheet date Defrred tax 1v not recognised on permanent differences Deferred tax assels are
recognised to the extent that they are regarded as recoverable They are regarded as recoverable to the extent that, on the basis of alk available
evidence, 1t can be regarded as more likely than not that there will be suitable taxable profits from which the future reversal of the undedymng
uming differences can be deducted

-] ments (“FRS 20™

The Company recognises equity-setiled share-based payments at fair value at the date of grant The fair value 1s expensed on a straight-line
basis over the vesting penod, based on the Company's estimate of the shares that will eventually vest and adjusted for the effect of non-
market based vesting conditons Faur value of share options 1s measured using the Black-Scholes pncing model The expected iife used in the
model has been adjusted, based on management’s best estimate, for the effects of non-transferability, exercise restncuons and behavioural
considerasnons Fair value of Restncted Siock Units (“RSU’s™) 1s based on the closing market value at the date of grant.

The equity settled share-based payments expense has been mcluded 1n the “Net operating expenses and acquisition costs”™ line of the inceme
statement.
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ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 3t DECEMBER 2013

STATEMENT OF ACCOUNTING POLICIES - Continued

T CUrr:
The financial statements are expressed 1n United States dollars (US$)
Fixed swscts
Depreciation ts provided on fixed zssets over their estimated useful hves as follows:
Information technology ~ 3 years

Furniture and fittings — 5 years
Leasehold improvements — S years




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

PROFIT AND LOSS ACCOUNT

TECHNICAL ACCOUNT
Notes 31 Dec 2013 31 Dec 2012
USsS USsS
as restated
Earned premiums, net of reinsurance
Gross premiums written 3 148,009,138 140,095,142
Outward remsurance premums {134,698,977) (126,256,051)
Net premiums written 13,310,161 13,839,091
Change 1n the gross provision for uneamed premmums 13 (15,572,683) (5,431,657)
Change 1n the gross provision for unearned premiums, remnsurers share 13 14,812,661 5,697,996
Change in the net provision for unearned premiums (760,022) 266,339
Earned premiums, net of reinsurance 12,550,139 14,105,430
Allocated investment return transferred from the non-technical account 988,765 2,803,946
Claims incurred, net of reinsurance
Claims paid
Gross amount (70,275,034} (71,057,553)
Retnsurers' share 60,897,484 62,028,022
Net claims paid (9,377,550) (9,029,531)
Change (n the provision for claims
Gross amount 13 23,009,794 57,509,289
Reinsurers' share 13 {16,221,009) (49,401,333)
Change in the net provision for claims 6,788,785 8,107,956
Claims incorred, net of reinsurance (2,588,765) (921,575)
Net operating expenses and acquisibon costs 4 (27,141,158) {18,107,668)
Balance on the technical account {16,191,019) {2.119.867)
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ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

PROFIT AND LOSS ACCOUNT
NON-TECHNICAL ACCOUNT

Notes 31 Dec 2013 31 Dec 2012

uss Uss

as restated

Balance on the technical account for non-life insurance basiness (16,191,01%) (2,119,867
Investment mcome 5 988,765 2,803,946
Loan nterest mcome 13,950,000 13,950,000
Allocated investment return transferred to the insurance techmcal account {988,765) (2,803,946)
(Loss) / profit on ordinary activities before taxation (2,241,019 11,830,133
Tax charge on profit on ordinary activities 7 (561,381) (2,504,980)
(Loss) / profit on ordinary activaties after taxation (2,802,400) 9,325,153

There were no recogmsed gains or losses other than those included wn the profit and less account.
Loss on ordinary activities arose solely out of contrmuing activaties
The accompanying notes form an tntegral part of these financial statements

The financial statements were approved by the Board of Dircctors on the March 25, 2014 and signed on 1ts behalf by

Durector- — ——




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

BALANCE SHEET

ASSETS

Investments
Diebt secunities and other fixed meome securities
Deposits with credit mstitutions

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

Debtors

Debtors ansing from msurance operatons
Other debtors

Deferred acquisition costs

Other asscts
Tangble fixed assets
Cash at bank and 1n hand

Accrued income
Accrued interest

Total assets

Notes

13
13

17

31 Dec 2013 31 Dec 2012
USs uUss

as restated

165,649,630 152,561,978
29,462,743 51,434,700
195,112,373 203,996,678
91,699,034 76,886,373
444,761,660 460,982,669
536,460,694 537,869,042
57,995,815 38,089,048
272,696,439 269,326,098
13,084,091 10,408,945
343,776,345 317,824,091
1,929,628 2,220,123
744,083 240,187
2,673,711 2,460,310
1,087,479 1,347,083
1,079,110,602 1,063,497,204




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

BALANCE SHEET (continued)

LIABILITIES Notes 31 Dec 2013 31 Dec 2012
USS uss
as pestated

Capital and reserves
Called up share capital 10 10,000,000 10,000,000
Capital contnbution 12 350,000,000 350,000,000
Retatned profit 12 49,677,012 52,479,412
Shareholders' funds 409,677,012 412,479,412

Techmical provisions
Proviston for uneamed premiums 13 100,628,523 85,055,840
Clarms outstanding 13 501,466,029 524,475,823
602,094,552 609,531,663

Creditors

Creditors arising out of insurance operations 14 29,371,375 18,698,773
Other creditors including tax and social secunty 14 6,369,675 4,870,408
35,741,050 23,569,181
Accruals and deferred income 18 31,597,588 17,916,948
Total liabilities 1,079,118.602 1,063,497,204

The accompanying notes form an integral part of these financial statements

The financial statements were approved by the Board of Directors on March 25, 2014 and signed on 1ts behall by

Darector

Director V
LS




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2613

NOTES TO THE FINANCIAL STATEMENTS FOR THE ACCOUNTING YEAR ENDED 31 DECEMBER 2013

1. Principsl activities

The Company 15 hicensed to undertake the business of Non-Life Insurance, Facultauve Remnsurance and Treaty Rensurance in Ireland in the
following classes under the European Communsties (Non-Lafe Insurance) Framework Regulations, 1994 — Classes 1, 2 (remnsurance only) 3,
4,5,6,7,8,9, 10 (retnsurance only) 11, 12, 13, 14, 15, 16, 17 (reinsuranee only) and 18 (remsurance only)

The Company bas outwerd remsurance with exiernal reinsurers on its vanoes lmes of busmess The Company 2lso has a quota share
rcinsurance agreement with Allied World Assurance Company, Ltd (Bermuda)

1, Restatement of prnier year comparatives
The merger of Allied World Assurance Company (Europe) Eimuted (“AWE') and Allied World Assurance Company (Rewnsurence) Lirmited

(“AWR") was accounted for as 1f it had occurred on January 1, 2013 The pror year figures have been restated to include the audited results
for both AWE and AWR for the previous period and their combined balance sheets at the previous balance sheet date

PROFIT AND LOSS ACCOUNT

TECHNICAL ACCOUNT

AWE 31 Dec 2012 AWR 31 Dec 2012 Combined 2012

uss USsSs USS

Earned premiums, net of reinsurance as restated
Gross premiums written 99,988,120 40,107,022 140,095,142
Qutward reinsurance premmums {91,588,666) (34.667,385) (126,256,051}
Net prenuums written 8,399,454 5,439,637 13,839,091
Change 1n the gross provision for uneamed prermums (11,994,674) 6,563,017 (5,431,657
Change 1n the gross provision for unearned premiums, remnsurers share 11,471,939 {5,773,.943) 5,697,996
Change 1n the net provision for uncamed premums {522,735) 789,074 266,339
Earned premiums, net of reinsurance 1.876,719 6,228,711 14,105,430
Allocated investment return transferred from the non-techncal 2,019,550 784,396 1,803,946
account
Claims incurred, net of reinsurance
Claims paid
Gross amount (19,777,214) (51,280,339) (71,057,553)
Rensurers’ share 16,982,577 45,045,445 52,028,022
Net claims paid (2,794,637) (6,234,894) {9,029,531)
Change 1n the provision for claims
Gross amount 15,926,763 37,582,526 57,509,289
Reinsurers' share (15772 903) {33,628.430) {49,401,333)
Change 10 the net provision for claims 4,153,860 3,954,096 8,107,956
Claims Incurred, net of reinsurance 1.359.223 (2,280,798) (921,575)
Net operating expenses and acquisitton costs (12,553,282) (5,554,386) {18,107,668)
Balance on the techmeal account (1,297,790) (822,077) (2 119.867)
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ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

NOTES TO THE FINANCIAL STATEMENTS FOR THE ACCOUNTING YEAR ENDED 31 DECEMBER 2013

{continued)

2. Restatement of prior year comparatives {contnued)

PROFIT AND LOSS ACCOUNT
NON-TECHNICAL ACCOUNT

Balance on the technical account for non-life insurance business
Investment tncome and expenses

Loan interest income

Allocated investment return transferred to the msurance techmcal account
{Loss) / profit on ordinary activities before taxation

Tax charge on profit on ordinary activities

(Loss) / profit on ordinary activities after taxation

AWE 31 Dec 2012 AWR 31 Dec 2012 Combined 2012
uss Uss uUss

as restated

{1,297,750) (822,077) (2,119,867
2,019,550 784,396 2,803,946

- 13,950,000 13,950,000

(2,019,550) (784,396) (2,803,946)
(1,297,790) 13,127,923 11,830,133
(978,295) {1,526,685) (2,504,980)
(2,276,085) 11,601,238 9,325,153




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

NOTES TO THE FINANCIAL STATEMENTS FOR THE ACCOUNTING YEAR ENDED 31 DECEMBER 2013

(continued)

2. Restatement of prior year comparatives (continued)

BALANCE SHEET

ASSETS

Investments

Debt secunties and other fixed 1ncome secunues

Deposits with credit mstitutions

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

Debtors

Debtors ansing from insurance operations
Other debtors

Deferred acquisition ¢osts

Other assets
Tangible fixed asscts
Cash at bank and m hand

Accrued income
Accrued interest

Total assets

AWE 31 Dec 2012  AWR 31 Dec 2052 Combined 2012
Uss Uss Uss

as restated

94,600,205 57,961,773 152,561,978
32,424,850 19,009,850 51,434,700
127,025,055 76,971,623 203,996,678
69,478,358 7,408,015 76,886,373
357,407,859 103,574,810 460,982,669
426,886,217 110,982,825 537,869,042
21,963,188 16,125,860 38,089,048
1,769,284 278,476,044 269,326,098
9,389,849 1,019,096 10,408,945
33 122,321 295,621,000 317,824,091
456,405 1,763,718 2,220,123
149,030 a1 157 240 187
605,435 1,854,875 2,460,310
930,818 416,265 1,347,083
588,569,846 485,846,588 1.063.497,204




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 1013

NOTES TO THE FINANCIAL STATEMENTS FOR THE ACCOUNTING YEAR ENDED 31 DECEMBER 2013
(continued)

1. Restatement of prior year comparatives (continued)

BALANCE SHEET (continued)

LIABILITIES AWE 31 Dec 2012  AWR 31 Dec 2012 Combined 2012
USsS USS USs
as restated

Capital and reserves
Called up share capital 5,000,000 5,000,000 10,000,000
Capital contnbution 45,000,000 305,000,000 350,000,000
Retained profit 10,072,515 42,406,897 52,479,412
Shareholders' funds - (a) 60,07L515 352,406,897 412,479,412

Techmeal provisions

Provision for unearned premums 76,501,598 8,554,242 85,055,840
Claums outstanding 403,689,881 120,785,942 524,475,823
480,191,479 129,340,184 609,531,663
Creditors
Creditors ansing out of insurance cperations 18,177,162 521,611 18,698,773
Other crechtors including tax and social secunty 15,039,078 750,560 4,870,408
33,216,240 1,272,171 23,569,181
Accruals and deferred income 15,089,612 2,827,336 17,916,948
Total iabilities 588,569,846 485,846,588 1,063.497,204
(2}

Upon completion of the merger, 1n vonsideration of the transfer of all assets and habilities of AWR to AWE, 29,242,000 eddiional shares in
AWE, with a value of value of $29,242,000, were 15sued in a share for share exchange for the 5,000,000 shares of AWR which were 1n 1ssue
at the ime The excess of the net asset value acquired over the value of the new shares 1ssued 1in AWE was accounted for as share premuum

Following approval of the merger by the Insh High Court a further application was made under Section 72 (*s 72") of the Companies Acts,

1963 to reduce the share capital and share premmum account to thar ongnal levels The adjustments ansing as a resuit of the merger and
subsequent High Court apphcations are presented below

Combined pre-merger Combined post-merger Combined post .72

31 Dec 2012 31 Dec 2012 31 Dec 2012
USS USS USS
Capital and reserves
Called up share capatal 10,000,000 34,242,000 10,000,000
Share premium account - 323,164,897 -
Capital vontnbution 350,000,000 45,000,000 350,000,000
Retained profit 52,479,412 10,072,515 52479412
Shareholders' funds 412,479,412 412,479,412 412,479,412




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED

REFORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

NOTES TO THE FINANCIAL STATEMENTS FOR THE ACCOUNTING YEAR ENDED 31 DECEMBER 2013

(continued)

3. Segmental analysns for the year

() Gross premiums written by territory
Ireland

Other EU countnies

Other non-E U countnies

(b) Gross premjums written by line of business
Awviation

Property

Liability

Credit and surety

Treaty retngurance

{¢) Change 1n gross provision for unearned premiums
Aviation

Property

Liability

Credit and surety

Treaty reinsurance

(d) Gross eperanng expenses and acquisition costs
Aviation

Property

Liability

Credit and surety

Treaty reinsurance

(€) Gross movement i mcurred claims
Aviation

Property

Liabihity

Credit and surety

Treaty reipsurance

(f) Outward reinsurance balances
Avialion

Property

Liability

Credit and surety

Treaty reinsurance

(g) Allocated investment income
Awviation

Property

Liabihty

Credit and surety

Treaty reinsurance

Balance on techmical account

20

31 Dec 2013 31 Dec 2012
USS uss
restated

6,414,300 4,592,446
111,207,238 100,365,410
30,387,600 35,137,286
148,009,138 140,095,142
13,262,859 -
16,739,262 25,225,039
86,194,553 81,825,760
13,241,940 11,710,068
18,570,524 21,334,275
148,009,138 140,095,142
(11,979,856) -
1,269,484 1,721,664
(2,164,689) (4,218,348)
(3,019,076) (6,141,330)
321,454 3,206,357

(15,572,683)

(5,431,657)

2,408,017 .
7,797,653 8,158,703
30,324,927 19,701,636
4,972,409 2,532,250
5,770,298 6,929,245
51,273,304 37,321,834
1,001,983 .
4,050,297 38,121,820
30,519,700 (2,494,900)
4,701,000 2,543,602
6,992,260 (24,621,919)
47,265,240 13,548 603
(20,784) -
9,061,704 (17.789,420)
32,170,584 60,687,340
3,302,035 1,967,572
6,564,167 43,851,369
51,077,706 88,716,861
88,603 .
111,827 520,871
575,823 1,659,007
88,461 206,821
124,051 417247
988,765 2,803,946

{16,191,019)

(2,119,867)




ALLIED WORLD ASSURANCE COMPANY (EUROPE) LIMITED
REPORTS & FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2013

NOTES TO THE FINANCIAL STATEMENTS FOR THE ACCOUNTING YEAR ENDED 31 DECEMBER 2013
(continued)

4 Net operating expenses and acquisition costs

31 Dec 2013 31 Dec 2012
Uss Uss
»s restated
Admimstrative expenses 34,980,053 25,291.475
Foreign exchange loss / (gan) 1,645,203 (1,703,648)
Net acquisition costs (15,486,324) (4,094,654)
Movement 1n deferred acquisition costs 6,002,226 (1,385,505)
27,141,158 18,107,668

Included m the abave admimstration expenses are employment costs

compnising

Stock compensation expense 3,131,293 2,656,671
Wages & salanes 12,580,871 10,414,587
Social welfare costs 4,018,469 2,163,980
Pension costs 1,001,338 878,894
Other costs 1,162,994 218,011
21,994,965 16,332,143

Included 1n admimstrative expenses are payments made to a defined contnbution pension scheme on behalf of employees dunng the year
amounting to $1,101,338 (2012 $878,893)

The average number of persons employed by the company duning the year was 68 (2012 54)

5. Investment income

31 Dec 2013 31 Dec 2012
uss uss
as restated
Debt securities - tnterest / amorusation 2,133,510 2,525,442
Debt securities - realised / unrealised (losses) / gamns (806,584) 538,067
Cash and cash equivalents - interest incoine 21,524 48,340
Investment expenses (359,685) (307,903)
988,765 2,803,946
6 Profit on ordinary activities before tax

31 Dec 2013 31 Dec 2012
Uss USss
as restated

Profit on ordinary activities before tax 1s stated after charging
Auditor's remuneratton 321,574 407,698
Directors' fees 146,795 144,970

Durectors® fees are for independent non-executive directors only Executive Directors” emotuments for the years ended December 31, 2013
and 2012 were $ml

In accordance wath Insh Company Law, Statutory Instrument 220 (“S1 220%), the following 13 a descniption of the categones of audit fee for
the company as a1 December 31, 2013 and 2012
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6. Profit on ordinary activities before tax (continued)

Audit of individual accounts
Other assurance services
Tax advisory scrvices
Other non-andit services
Total audit fees

7 Tax on (loss) / profit on ordinary actvities

{Loss) on ordimary activities before tax (AWE)
Profit on ordinary activities before tax (AWR)

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

Nondeducuble expenses

Trading loss camed forward

Forctgn tax adjustment

Tax charge on profit of AWR for the 10 months pre-merger
Pnior year {over) provision

Movement 1n deferred tax

Carporation tax charge

Ireland
Foreign tax
Corporation tax charge

31 Dec 2013 31 Drec 2012
USS Uss

as restated

321,574 332,698

- 75,000

321,574 407,698

31 Dec 2013 31 Dec 2012
USS USs

as restated

(2,241,019) (1,297,790)
- 13,127,923

- 1,640,991

- (283,326)

. 313,167

(792) (28,066)
1,291,482 -
(807,035) 375,511)
77,725 1,237,725
561,381 2,504,980
565,458 1,557,197
(4,077} 947,783
561,381 2,504,980

Deferred tax 1s due to timing dafferences ansing manly on the share-based payment expenses
The taxable loss for AWE for the year ended 31 December 2013 relates (o the results of the merged comparues as 1f the merger took place
on January 1, 2013 The tax charge for AWR rclatcs to the 10 months of 2013 before the occurrence of the merger

8 Debt securities

Debt securities and other fixed income securities are all on recogmsed stock exchanges.,

Openng balance

Additions

Disposals

Vahiation adjustment/ amortisation/ foreigh exchange

31 Dec 2013 31 Dec 2012
USS USs

as restated

152,561,978 161,480,031
142,993,074 32,217,404
{128,111,441) (41,025,318)
(1,793,981) (110,139)
165,649,630 152,561,978

The amortsed cost of debt secunties and other fixed income securities held at December 31, 2013 was $164,466,879 (2012 $150,763,636)
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9 Debters
31 Dec 2013 31 Dec 2012
USS Uss
as resiated
Debtors ansing from insurance and rensurance operations
Amoums due from external parties 57,995,815 38,089,048
Other debtors due within twelve months
Deferred tax asset 176,359 254,085
Corporation tax assct 725,667 145,487
Intercompany loan interest 13,950,000 13,950,000
Prepayments and cther debtors 1,206,528 1,426,429
Amounts due from affihates 6,637,885 3 550,097
22,696,439 19326 098
Other debtors due after twelve months
Intercompany loan 250,600,000 250,600,000
Reconcihation of deferred tax asset on share-based payment expenses
Openung balance 254,085 1,491,810
Movement tn year (77,726} {1237,725)
Closing balance 176,359 254,085
10 Equity share capital
31 Dec 2013 31 Dec 2012
USS Uss
s restated
Authonsed
100,000,000 ordinary shares of US$1 each 100,000,000 100 000,000
1ssued
10,000,000 ordinary shares of US$1 each 10,000,000 10,060,000

Each ordinary share 15 1ssued with one voung nght attached

11 Emptoyece benefit plan

Allied World Assurance Company Holdings, AG ("AWAC Holdings") has implemented the 2012 Omnibus Incentsve Compensation Plan
(the “2012 Omnibus Plan™) Under the 2012 Omnibus Plan, up to 1,500,000 common shares may be 1ssued, sutyect to adjustment. The 2012
Ommibus Flan provides for the grant of opions, restncted stock umits, cash ncentive awards, performance-besed compensation awards and
other equity-based and equity-related awards

The Alhed World Assurance Company Holdings, AG Third Amended and Restated 2001 Employee Stock Option Plan (the “Plan™), the
Allied World Assurance Company Holdings, AG Third Amended and Restated 2004 Stock Incentive Plan (the “Stock Incentive Plan™) and
the Alhed World Assurance Company Holdings, AG Third Amended and Restated Long-Term Incentive Plen (the “LTIPT) were
automaucally terminated, replaced and superseded by the 2012 Omnibus Plan, except that any outstanding awards granted under such plans
remain 1n effect pursuant to their terms

a) Employee stock option plan
Opnions under the Plan are exercisable m certamn linuted conditions, expire after 10 years, and generally vest pro-rata over four ycars from the

date of grant. The exercise pnce of options 1ssued shall not be less than 100% of the far market value of the common shares of AWAC
Holdings on the date the option award 1s granted No stock oplioas have been granted since 2011 under the Plan
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11 Employee benefit plan (continued)

31 Dec 2013
Number of share Weighted average

31 Dec 2012 (as restated)
Number of share Weighted average

options exercise price options exercise price
Qutstanding at beginming of year 81,198 $50 16 111,383 548 61
Granted - - - -
Exercised {15917 (34735 (11,282) (344 34)
Forfeited (4,463) (359 34) (4,667) ($54 45)
Transfers out - B (14.236) (%48 28)
Outstanding at end of year 60,818 §50 22 81,198 550 16
Exercisable at end of year 44242 $47 55 42,544 54595
Fanr value at end of year $3,806 323 $2,325,296

The weighted average share price at the date of exercise for share options exercised during the year was $£93 85 The options outstanding at
December 31, 2013 had & weighted average remminmg contractual hfe of 5 94 years The expense refating to the plan for the year ended
December 31, 2013 and 2012 was $233,163 and $283,533 respectively

The Company has assumed an annual forferture rate of 2 6% for options granted n determuning the compensation expense over the service
penod

b) Restricted stock units ("RSUs") and performance-based equity awards (“PUs")

The RSUs vest pro-rata over four years from the date of grant. The compensatton expense for the RSUs 1s based on the fair market value of
AWAC Holding’s common sharcs at the ttme of grant The Company has assumed an annual forfeiture rate of 2 3% for RSUs granted n
determining the compensation expense over the service penod.

Beginnuing i 2010, performance-based RSUs were granted The performance-based RSUs generally vest pro rata over a three-year penod
based on the achievement of certmn performance conditions For the performance-based RSUs granted m 2013, 2012 and 2011, 1t 15
anticipated that the performance goals are hkely to be achieved Bagsed on the performance goals, the performance-based RSUs granted in
2013, 2012 and 2011 are expensed at 100%, 100% and 130%, respecuively, of the fair market value of AWAC Holding’s common shares on
the date of grant. The expense 1s recogmsed over the performance penod

3 Dec 2013 31 Dec 2012

as restated

Outstanding RSUs and PUs at beginnung of year 22,632 14,846
RSUs and PUs granted 1,382 3,061
RSUs and PUs vested (15,426) (11,254)
RSUs and PUs forfested - (5.309)
Transfers 1n - 21,288
Outstanding RSUs PUs at end of year 8,588 22,632
Fair value at end of year 3968.812 $1,783,402

¢) Long-term incentive plan (“LTIP™)

LTIP awards represent the right o recetve a number of common shares in the funere, based upon the achievement of estzblished performance
cntena dunng an applicable performance penod The compensation expenses for these awards are based on the fair market value of the
AWAC Holding’s common shares at the ume of grant The expense 1s recognised over the performance penod
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11 Employee benefit plan (continued)

31 Dec 2013 31 Dee 2012

as restated

Cutstanding LTIPs at beginning of year - 14,750
LTIPs granied - -
LTIPs vested - -
LTIPs forfested - (14,750)
Transfer in - N

Qutstanding LTIPs at end of year - -
Fatr value at end of year - R

d) Cash-equivalent stock awards

As part of the annual year-end compensation awards, both stock-based awards and cash-equivalent stock awards were granted The cash-
equivalent awards were grantcd to employees who recerved RSU and performance-based awards and were granted in hieu of granting the full
award as a stock-based award The cash-equivalent RSU awards vest pro-rata over four years from the date of grant The cash-equivalent
performance-based awards vest afier a three-year performance pertod As the cash-equivalent awards vest, a hiability equal to the product of
the fair market value of AWAC Holding’s common shares as of the end of the reporting penod and the total awards outstanding 13
established. The Liability 1s included i “Accruals and deferred income™ in the balance sheet and the changes 1n the expense are recorded 1n
“Net operaung expenses and acquisition costs™ in the profit and loss account

The stock related compensatton cxpense relating to cash equivalent awards for the year ended December 31, 2013 and 2012 was $2,858,948
and $1,748,769 respectively

(e) Save as you earn plan (“SAYE”™)
Under the Allied World Europe Approved Savings Related Share Opton Plan ("SAYE Plan™), eligible employees of the Company have the
option to purchase common shares of Allled World Assurance Company Holdings, AG based on cumulative monthly contributions from

salary as elected ut the comnmencement of the SAYE Plan The option price for the plan 1s set at 2 15% discount from the fawr market value of
one common share on the date of offering

12 Movement 1n equity shareholders' fund

Capital Profit & loss
Share capital contribution account Total
Uss USss$ Uss Uss
Balance as at January 1, 2012 (AWE) 5,000,000 45,000,000 12,348,600 62,348,600
Balance as at January 1, 2012 (AWR) 5,000,000 305,000,000 30,805,659 340,805,659
Profit on ordinary activities afler tax as restated 9,325,153 9,325,153
Balance as at January I, 2013 as restated 10,000,000 350,000,000 52479412 412,479,412
Loss on ordinary achivities afier tax (2 802 400) {2.802 400)
Balance as at December 31, 2013 19,000,000 350,000,000 49,677,012 409 677,012
13. Technical provisions
Rewnsurance
Claims outstanding Gross amount amount Net amount
USss Uss Uss
At January 1, 2013 as restated 524,475,823 (460,982,669) 63,493,154
Movement 1n provision (23,009 764) 16,221,009 (6,788.785)
At December 31, 2013 501,466,029 (444,761,660) 56,704,369
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13, Techmeal provisions (continued)

Reinsurance
Unearned premium reserve Gross amount amount Net amount
Uss USs Uss
Al January 1, 2013 as restated 85,055,840 (76,886,373) 8,169,467
Movement in provision 15,572,683 (14,812,661} 760,022
At December 31, 2013 100,628,523 (91,699 034) 8,929,489

Our results for the year ended December 31, 2013 were mpacted by a fevorable gross reserve development of $33 7 mullion (net $4 7
mullion) This consisted of gross favorable developments of 342 3 mulhon (et §5 2 mlhion) for the 2002-2011 accident years for our hability
book of business, $6 9 mullion (net $0 7 milion) on our property book for the accident years 2005-2012 and $4 8 mailion (net $0 7 mullion)
on our treaty remnsurance book for the accident years 2009-2013 These were off-set by gross adverse developments of $18 | mullion (net
$1 6 mullion) on our hability book for the 2009 and 2011 accident ycars and $2 2 milthon (net $0 3 million) on our property book for the
current accident year

Our results for the year ended December 31, 2012 were umpacted by a favorable gross reserve development of $69 7 mulhon (net $8 6
mullion) This consisted of gross favorable developments of $55 0 million (net $7 1 million) for the 2002 to 2008 accident years for our
habihty book of business, a $16 3 million (net $1 6 mullion) on the property book for the 2004 to 2012 accrident years and $4 3 mullon (net
$0 7m) cn the treaty reinsurance book for the 2009 to 2011 accident years These were off-set by adverse gross reserve developments of $2 2
mullion (net $0 3 mulhon) on the property book for the eccident year 2011 and $3 7 milion (net $0 5 million) on the treaty remnsurance book
for the 2012 accident year

14, Creditors

31 Dec 2013 31 Dec 2012
USs US$
as restated

Creditors ansing out of insurance and remnsurance opetations
Third party creditors 22,191,562 10,628,218
Amounts due to affihates 6,579,813 8,070,555
29,371,375 18,698,773

Other credstors including taxation and social security

Amounts due to affihates 4,710,875 3,006,476
Other creditors 1,658,800 1,863,932
6,369,675 4,870,408

15 Parent company

The company's parent company 15 Allled World Assurance Holdings (Ireland), Ltd, a company incorporated] 1n Bermuda. The largest and
smallest group nto which the results of the company are consohdated 15 that headed by Allied World Assurance Company Holdings, AG
Copics of the consohdated group financial statements may be obtained from Lindenstrasse 8, 6340 Baar/Zug, Switzerland

16 Related party transactions and cashflow statement

Transactions with other companies within the group and cash flow statements are not disclosed as the company has taken advantage of the
exemption available under Frnancial Reporting Standard No 8 (Related Party Disclosures) and Financial Reporting Standard No 1 (Cash
Flow Statements), on the basis that the consehidated financial statements of Altied World Assurance Company Holdings, AG are publicly
available as referred to in note 5
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17 Tangible fixed assets

Furniture and Information Leasehold
fittings technology improvements Total
USS uss Uss Uss
Cost
As at January [, 2013 334,802 2,091,710 4,925,862 7,352,374
Adduons . 262,212 185,532 447,744
Dhsposals - (142,213) (293,951) (436,164)
As at December 31, 2013 334,802 2,211,709 4,817,443 7,363,954
Depreciabon
As at January 1, 2013 330,756 1,875,233 2,926,262 5,132,251
Charge for the year 3,480 194,292 119,764 517,536
Depreciation on disposals - (117,703) (97,758) (215461)
As at December 31, 2013 334,236 1,951,822 3,148,268 5.434,326
Net book value at December 31, 2013 566 259,887 1,669,175 1 929,628
Net book value at December 31, 2012 4.046 216477 1,999,600 2,220,123
18 Accruals and deferred income
31 Dec 2013 31 Dec 2012
uss uss
as restated
Accruals 11,379,748 6,376,079
Unearned ceding comnussions 9,592,178 7,454,455
Uneamed ceding comrussions from affihates 10,626,062 4,086,414
31,597,588 17,916,948

19 Lease commitments

The Company leases office space under operatng leases m Dublin and London The following are the firture mimmum rental payments
as of Decernber 31,2013

31 Dec 2013 31 Dec 2012

USS uUss

ns restated

One year or less 733,869 1,215,451
Between onc and three years 2,011,314 1,362,727
Between one and five years 2,685,245 1,347,860
After five years 2,450,738 1,853,308
7.881,166 5,779,346

Total rent expense for the years ended December 31, 2013 and December 31, 2012 was $1,187,023 and $1,210,414 respectively

20 Approval of financisl statements

The Darectors approved the financial siatements on March 25, 2014
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