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IGI Insurance Company Limited

Report of the directors
for the year ended 31 December 2009

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

Results and dividends

The profit and loss account is set out on pages 8 and 9 and shows the profit for the year.
The directors do not recommend the payment of a dividend.

Principal activities

The principal activity of the company during the period continued to be the underwriting of general insurance
business in the United Kingdom, principally legal expenses, property damage and caravan insurance, personal
accident guarantees and warranty insurance.

Review of the business and future developments

The volume of business written by the company in its core lines grew substantially during the year despite fierce
competition, financial turbulence and the continuing soft market conditions.

Gross written premiums in core business increased by over 40% to £57m. Much of this success is attributable to
the company being given its own A- rating by A M Best and the etforts of its enlarged sales force. Our electronic
news letter, i2i has been successful in attracting new intermediaries to the company. |Gl Legal Assist Limited,
which was acquired in September 2008, is now fully integrated into the group and we have been able to benefit
greatly from sharing systems and expertise. We continue to work closely with our colleagues in the AmTrust
Group where again shared resources are proving beneficial.

The company has maintained a tight control over its reinsurance costs, levels of commission paid to its brokers
and its overall costs base.

Legal expenses

This account has underpinned our performance this year. We are now reaping the fuli benefits of the purchase
and integration of 1GI Legal Assist Limited and we are now an acknowledged leader in this field of insurance.
Our gross written premiums have increased by over 50% and now exceed £25m

Property

Market premiums for this business have continued to fall. The adverse weather conditions at the end of the year
coupled with “recessionary” claims will result in a slightly poorer result than last year. However, we have
attracted several new accounts, including a standard household business producer, which have resulted in the
gross written premium increasing by some 25%, the benefits of which will flow through in 2010.

Caravan

The caravan industry had its best year in recent memory. As the recession took hold, more people decided to
holiday in the UK and caravanning benefitted from this trend. Our gross written premiums have increased by
approximately 60% and we have been able to maintain premium rates.

Bonds and financial guarantees

Our Bond account has attracted increased volumes of high quality business since we gained approval from

several travel industry governing bodies such as the CAA and ABTA following our being awarded an A- credit
rating by A M Best. We expect this trend to continue into the April 2010 renewal season.



IGI Insurance Company Limited

Report of the directors
for the year ended 31 December 2009 (Continued)

Review of the business and future developments (Continued)

Accident and health

This account has diminished in size following our decision to suspend the sale of income protection policies. We
do not anticipate growth in the account during 2010.

Travel

This business has suffered greatly from the fall in value of Sterling against the Dollar and Euro and the rise in
“recessionary” claims. This has resulted in our terminating a number of schemes.

Below is a table showing the ratios which the directors consider to be key performance indicalors as at
31 December 2009:

2009 2008
Gross written premium
% increase in gross written premium 100% %
Earned premium
% increase in earned premium 35% 45%
Administrative expenses
Administrative expenses as a % of earned premium 16% 14%
Total assets
Investments (£000) 14,079 12,112
Other assets (£000) 152,099 70,997
Total equity (£000) 24,384 13,385

AmTrust International Insurance Limited, (All) an A-rated (A M Best) insurance company based in Bermuda,
owns 100% of the share capital of IGI Group Limited, the parent company of IGI Insurance (IGl). All is part of
AmTrust Financial Services Inc, a company based in New York.

All continues to provide a 70% quota share reinsurance agreement with Gl in support of underwriting activities.

In August 2009 IGI Group Limited issued 850 non cumulative non redeemable preference shares of £1,000 each
to All Insurance Management Limited and All Insurance Broker Limited and 2,500 non cumulative non
redeemable preference shares of £1,000 each to All. This was followed by IG! Group Limited increasing its
shareholding in IGl, its wholly owned subsidiary by £4,200,000.

In December 2009, All Insurance Management Limited and All Insurance Broker Limited injected further funds
into the group via IGI Group Limited of £5m. This was followed by IGI Group Limited increasing its shareholding
in IG| by £5,000,000.

The company continues to be very aware of the business risks it faces and maintains a detailed Risk map. This
is the application of a structured, consistent and continuous process across the group for identifying, assessing
and deciding upon a suitable response to the threats and opportunities that affect the successful achievement of
our business objectives.



IGI Insurance Company Limited

Report of the directors
for the year ended 31 December 2009 (Continued)

Review of the business and future developments (Continued)
Some of the major risks monitored by the Risk map are:

1. Credit risk — This is the risk that a counterparty will be unable to pay amounts in full when due. Key areas
where the company is exposed to credit risk are:

a) Amounts due from insurance intermediaries
b) Amounts due from reinsurers and co insurers in respect of claims already paid
¢) Counterparty risk in traded stocks and securities

2. Operational risk — This is the risk that the company will not be able to operate in a fashion whereby the
strategic objectives of the company can be met due to inadequate or failed internal processes, people and
systems, or from external events. It arises out of actions undertaken within the group, brokers, investment
management companies or outsourced agencies and individuals

3. Insurance risk — This is the risk of fluctuations in the timing, frequency and severity of insured events, and in
the timing and amount of claims settlements. It arises out of underwriting and reserving risk

4. Market risk — This is the risk of loss of income or decrease in the value of assets caused by movements in the
levels and process of financial instruments. Market risk arises out of the group’s exposure in its investment
portfolio

5. Liquidity risk — This is the risk that the company may be unable to meet its obligations as they fall due as a
consequence of having a timing mismatch. Management considers that liquidity risk relates to the risk
associated with the processes of managing timing relationships between asset and liability cash flow patterns

The company retains the financial backing of its ultimate parent undertaking as can be seen below by the
injection of funds during the course of 2009 of £9,200,000. The directors are not aware of any reasons why the
company would not be able to operate in the future. The directors therefore continue to adopt the going concern
basis of accounting in preparation of the financial statements.

New areas

2010 will see IGl extend its business into the areas of Medical Malpractice Insurance, Professional Indemnity and
other casualty lines. Appropriate experienced staff has been recruited and extensive reinsurance protections put
in place. It is envisaged that the company will write gross premiums in the region of £80m during the year.

We will launch “Iris” our own on line underwriting system for brokers early in 2010 and IGI Legal Assist Limited
will launch its own website aimed at attracting business directly from the public.

Work has commenced on preparations for the introduction of Solvency Il. Solvency Il is the forthcoming
implementation of new regulatory standards for insurance companies. The project is proving 1o be both time
consuming and costly for the company.

Charitable and other donations

Political and charitable donations of £456 were made during the year (2008 - £Nil).



IGI Insurance Company Limited

Report of the directors
for the year ended 31 December 2009 (Continued)

Directors
The directors of the company during the year were:

KW Wardell
J A Levin

B D Zyskind
M G Caviet
J E Cadle

Directors' responsibilities

The directors are responsible for preparing the directors’ report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law). Under company law
the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the company and of the profit or loss of the company for that period.

In preparing these financial statements, the directors are required to:
* select suitable accounting policies and then apply them consistently;
* make judgements and accounting estimates that are reasonable and prudent;

» state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements; and

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company
and enable them to ensure that the financial statements comply with the Companies Act 2006. 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 irregularities.



IGI Insurance Company Limited

Report of the directors
for the year ended 31 December 2009 (Continued)

Auditors

All of the current directors have taken all the steps that they ought to have taken 1o make themselves aware of
any information needed by the company's auditors for the purposes of their audit and to establish that the
auditors are aware of that information. The directors are not aware of any relevant audit information of which the
auditors are unaware.

BDO LLP have expressed their willingness to continue in office and a resolution to re-appoint them as auditors
will be proposed at the next annual general meeting.

On behalf of the Board

Leold, [ htth.

K W Wardell
Director

Date 29, Mayreh 2010



IGl Insurance Company Limited

Independent auditor’s report

TO THE MEMBERS OF I1GI INSURANCE COMPANY LIMITED

We have audited the financial statements of IGI Insurance Company Limited for the year ended 31 December
2009 which comprise the profit and loss account, the statement of 1otal recognised gains and losses, the balance
sheet and the related notes. The financial reporting framework that has been applied in their preparation is
applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting
Practice).

This report is made solely to the company’'s members, as a body, in accordance with sections 495 and 496 of the
Companies Act 2006. 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 in an auditor's 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
preparation of the financial statements and for being satisfied that they give a true and fair view. Our
responsibility is to audit the financial statements in accordance with applicable law and International Standards
on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board's (APB's)
Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves 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.

Equalisation reserves

Our evaluation of the presentation of information in the financial statements has regard to the statutory
requirement for insurance companies to maintain equalisation reserves. The nature of equalisation reserves, the
amounts set aside at 31 December 2009, and the effect of the movement in those reserves during the period on
the general business technical result and profit before tax, are disclosed in note 19.

Opinion on financial statements

In our opinion the financial statements:

e give a true and fair view of the state of the company's affairs as at 31 December 2009 and of its profit for the
year then ended;

* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
and

¢ have been prepared in accordance with the requirements of the Companies Act 2006.
Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the directors’ report for the financial year for which the financial statements
are prepared is consistent with the financial statements.



IGl Insurance Company Limited

Independent auditor's report (Continued)

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report
to you if, in our opinion:

o adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us; or

o the financial statements are not in agreement with the accounting records and returns; or
¢ certain disclosures of directors' remuneration specified by law are not made; or

¢ we have not received all the information and explanation we require for our audit.

. 7
Peter Chidgey, (se utory auditor)

For and on behalf LLP, statutory auditor
London

United Kingdom

30 March 2010

BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127).



IGl Insurance Company Limited

Profit and loss account
for the year ended 31 December 2009

Technical account - general business

Note 2009 2008
£'000 £'000

Earned premiums, net of reinsurance
Gross premiums written 2 80,782 40,436
Qutward reinsurance premiums (50,191) (19,896)
Net premiums written 30,591 20,540
Change in the gross provision for unearned premiums 19 (33,905) (4,486)
Change in the provision for unearned premiums, reinsurers’ share 19 27,584 1,894
Change in net provision for unearned premiums (6,321) (2,592)
Earned premiums, net of reinsurance 24,270 17,948
Claims incurred, net of reinsurance
Claims paid
- gross amount 24,709 16,523
— reinsurers’ share (15,167) (10,463}
Net claims paid 9,542 6,060
Change in the provision for outstanding claims
— gross amount 19 3,765 2,061
- reinsurers’ share 19 (2,586) (1,963)
Change in net provision for claims 1,179 98
Claims incurred, net of reinsurance 10,721 6,158
Changes in other technical provisions, net of reinsurance 97 -
Net operating expenses 4 12,872 9,486
Total technical charges 23,690 15,644
Balance on the technical account for general business
before equalisation provisions 2 580 2,304
Change in equalisation provisions 19 (244) (121)
Balance on the technical account for general business
after equalisation provisions 336 2,183

All technical income and expenditure relates to the continuing activities of the company.

The notes on pages 13 to 29 form part of these financial statements.



IGl Insurance Company Limited

Profit and loss account
for the year ended 31 December 2009 (Continued)

Non-technical account - general business
Note

Balance on the general business technical account

Investment income 7
Unreatised gains on investments

Impairment of investments

Profit on ordinary activities before tax

Tax on profit on ordinary activities 8

Retained profit for the year 17

The notes on pages 13 to 29 form part of these financial statements.

2009 2008
£'000 £'000
336 2,183
646 882
1,005 235
- (37)
1,987 3,263
(188) (270)
1,799 2,993




IGI Insurance Company Limited

Statement of total recognised gains and losses
for the year ended 31 December 2009

The inclusion of unrealised gains and losses in the profit and loss account to reflect the marking to market of
investments in the balance sheet is deemed not to be a departure from the unmodified historical cost basis of
accounting and therefore a separate note of historical cost profits and losses has not been included.

There were no other recognised gains or losses for the year under review.

The notes on pages 13 to 29 form part of these financial statements.

10



IGl Insurance Company Limited

Balance sheet
at 31 December 2009

Company number 1229676

Assets

Investments

Investments in group undertakings
and participating interests

Other financial investments

Reinsurers' share of technical
provisions

Provision for unearned premiums
Claims outstanding

Other technical provisions -
unexpired risk reserve

Debtors

Debtors arising out of direct insurance
operations

Other debtors

Amounts owed by group undertakings

Other assets
Tangible assets
Cash at bank and in hand

Prepayments and accrued income

Total assets

The notes on pages 13 to 29 form part of these financial statements.

Note

10
1

2,19

12

14

13

2009

£'000

3,204
10,875

41,468
10,600

225

71,712
344
6,263

139
7,930

11

2009
£000

14,079

52,293

78,319

8,069

13,418

166,178

2008
(restated)
£'000

2,199
9,913

13,884
8,014

30,598
2,116
1,640

118
6,928

2008
(restated)
£'000

12,112

21,898

34,354

7,046
7,699

83,109



IGl Insurance Company Limited

Balance sheet
at 31 December 2009 (Continued)

Company number 1229676 Note 2009 2009 2008 2008
(restated) (restated)
£'000 £'000 £'000 £'000
Liabilities
Capital and reserves
Called up share capital 16 22,385 13,185
Share premium account 17 301 301
Profit and loss account 17 1,698 (101)
Shareholders’ funds 18 24,384 13,385
Technical provisions — gross amount
Provision for unearned premiums 62,881 28,976
Outstanding claims 15,732 11,967
Equalisation provision 772 528
Other technical provisions -
unexpired risk reserve 322
2,19 79,707 41,471
Creditors
Creditors arising out of direct insurance
operations 20 48,910 22,369
Other creditors including taxation and
social security 21 6,940 3,152
Amounts owed to parent and group
undertaking 433 4
56,283 25,5625
Accruals and deferred income 22 5,804 2,728
Total liabilities 166,178 83,109

The amount of shareholders’ funds attributable to equity interests was £24,384,000 (2008 - £13,385,000} and
non-equity interests were £Nil (2008 - £Nil).

The financial statements were approved by the Board of Directors and authorised for issue on 29w~ Mase 2010

e o dctts.

K W Wardell
Director

The notes on pages 13 to 29 form part of these financial statements.

12



IGl Insurance Company Limited

Notes forming part of the financial statements
for the year ended 31 December 2009

Accounting policies
Basis of preparation
The financial statements have been prepared under the provision of the Large and Medium sized
Companies and Groups (Accounts and Reports) Regulation 2008 ("SI 2008/410") relating to insurance
companies and in accordance with the revised Statement of Recommended Practice on Accounting for

Insurance Business issued by the Association of British Insurers (“the ABI SORP") dated December 2005
{amended in December 2006).

The financial statements have been prepared in accordance with applicable United Kingdom accounting
standards and under the historical cost accounting rules as modified by the revaluation of investments.

The prior period balance sheet has been restated to reflect the reclassification of reinsurance commission
contained within broker debtors and creditors. The impact of this is to increase debtors arising out of direct
insurance operations and creditors arising out of direct insurance operations by £2,414,000.

Cash flow statement

The company has taken advantage of the exemption under Financial Reporting Standard 1 (revised) “Cash
Flow Statements”, not to prepare a cash flow statement as it is consolidated in the financial statements of its
ultimate UK parent company.

Basis of accounting for underwriting activities

All classes of business written are accounted for on an annual basis.

Premiums

Under the annual basis of accounting, written premiums comprise the premiums receivable on contracts
entered into in the financial period. Estimates are included of pipeline premiums due but not yet notified to
the company.

Written premiums are stated gross of commissions payable to intermediaries and exclusive of taxes and
duties levied on premiums, except where the intermediary is responsible for setting the amount charged
without reference to the company. The amount of any tax and levies due but not yet paid is included in
“Other creditors including taxation and social security” in the balance sheet.

Outwards reinsurance premiums are accounted for in the same accounting period as the premiums for the
related direct insurance business being reinsured.

Claims

Claims incurred comprise the estimated cost of all losses occurring during the period, whether reported or
not, including related direct and indirect claims handling costs and adjustments to claims outstanding from
previous years.

Technical provisions

The technical provisions carried forward at the end of the period comprise:

(i) Unearned premium reserve

Unearned premiums are calculated on the 365"s method with separate provision being made for deferred

acquisition costs. In respect of business where the period of risk exceeds 12 months, unearned premiums
are calculated on a time apportionment basis over the period of the risk.
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