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FUIT Two Limited

Directors’ Report
For the year ended 31 December 1999

The Directors present herewith their annual report, together with the audited financial
statements of the Company for the year ended 31 December 1999. These statements have
been prepared in accordance with Schedule 9A of the Companies Act 1985.

Results and Dividends

The Company’s made a loss for the year of £3,711,000 (1998: loss of £434,000). No interim
dividend has been declared (1998: £nil). The directors do not recommend a final dividend
(1998: £nil).

Review of the Business

The Company is authorised by the Council of Lloyd’s to operate as a corporate member of
Lloyd’s. The Company has allocated premium income capacity as follows:

1999 Underwriting Year of Account £14,229,093
1998 Underwriting Year of Account £13,830,370
1997 Underwriting Year of Account £14,023,222

The 1997 Underwriting Year of Account closed on 31 December 1999 and the Company
has made an underwriting loss of £3,979,000 (1998: loss of £174,000) before agents’
expenses and tax but after aggregate provisions of £5,049,000 (1998: £1,475,000). The
provisions for open year losses are in respect of syndicates 37, 45, 318, 718 and 735 for the 1994,
1998 and 1999 years of account. The results of the 1998 and 1999 Underwriting Years of
Account will be recognised in the financial statements when the respective Year of Account
closes.

Under Lloyd’s three year accounting rules it is not expected that the results for the 1999 and 1998
underwriting years of account will be known until the second quarter of 2002 and 2001, at which
time these results will be included in the Company’s results for that year.

During the period, the Company’s ultimate parent company BRIT Insurance Holdings PI.C
(formerly The Benfield & Rea Investment Trust Plc) acquired Wren Limited (formerly Wren plc)
and increased the number of corporate members in the Group to sixteen. Furthermore, the Group
has reorganised its underwriting activities for the 2000 year of account and as a result of this
reorganisation the Company ceased underwriting at the end of the 1999 year of account.

The Company’s underwriting activities were supported by a covenant from Wren Limited to pay up
to £7,011,611 (1998: £7,011,611) where the Company’s assets are insufficient to meet its liabilities
at Lloyd’s. However as part of the reorganisation of the Group’s underwriting activities a Group
“Inter-availability scheme™ to support underwriting activities for the 2000 and prior underwriting
years of account has been set up. To this end the Company has made inter-available £5,129,174 of
its covenant to BRIT UW Limited, a Group company, to support its 2000 year of account
underwriting activities. The covenant is now provided by Masthead Insurance Underwriting
Limited (formerly Masthead Insurance Underwriting PLC).




FUIT Two Limited
Directors and Directors’ Interests
The Directors who served the Company during the period are listed on page 1.

The interests of the Directors in the shares of the ultimate holding company, BRIT Insurance
Holdings PLC, are dealt with in the accounts of Wren Limited. No Director had, during or
at the end of the year, any material interest in a contract which was significant in relation to
the Company’s business, otherwise than as disclosed in the financial statements of the
ultimate holding company, BRIT Insurance Holdings PLC.

In accordance with the Articles of Association, Mr A Shone and Mr J A V Townsend retire
and, being eligible, offer themselves for re-election at the forthcoming anmual general
meeting.

Managers and Advisors

Wren Underwriting Agencies Limited (WUA), a fellow subsidiary, provide Lloyd’s
members’ agent services to the Company. The relevant agreement may be terminated by
either party giving written notice on 31 August in any year in respect of the following year
of account.

Directors’ Responsibilities

The Directors are required by law to prepare financial statements which give a true and fair
view of the state of affairs of the Company at the end of the financial period and of the
profit of the Company for the period. The financial statements must be prepared in
compliance with the requirements of the Companies Act 1985 and with applicable
accounting standards. In addition the Directors are required: (a) to select suitable
accounting policies and apply them consistently; {b) to make judgements and estimates that
are reasonable and prudent; (¢) to state whether applicable accounting standards have been
followed; and (d) to prepare financial statements on a going concern basis unless it is
inappropriate to assume the Company will continue in business.

The Directors confirm that the financial statements comply with these requirements.

The Directors are also responsible for maintaining proper accounting records which 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 requirements of the Companies Act
1985. They are also responsible for safeguarding the assets of the Company and for taking
reasonable steps for the prevention and detection of fraud and other irregularities.

Elective Resolutions
An elective resolution will be proposed at the forthcoming Annual General Meeting in

accordance with Section 379A of the Companies Act 1985. It is intended that the following
shall form part of this elective resolution.
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(i) In accordance with Section 252 of the Companies Act 1985 to dispense with
the laying of the report and accounts before the members of the company at a
general meeting;

(i)  In accordance with Section 366A of the Companies Act 1985 to dispense
with the holding of the annual general meeting; and

(iii)  In accordance with Section 386 of the Companies Act 1985 to dispense with
the appointment of auditors annually.

Auditors

A tesolution will be proposed at the forthcoming annual general meeting to re-appoint
Mazars Neville Russell as auditors of the Company.
By order of the Board

J.A. Lynch

Company Secretary R 3 May 2000




Auditors’ Report
to the Shareholders of FUIT Two Limited

We have audited the financial statements on pages 6 to 22 which have been prepared in
accordance with the accounting policies set out on pages 10 to 15,

Respective Responsibilities of Directors and Auditors

As described on page 3 the Company's Directors are responsible for the preparation of
financial statements. It is our responsibility to form an independent opinion, based on our
audit, on those statements and to report our opinion to you.

Basis of Opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the financial statements. It also includes an assessment of the
significant estimates and judgements made by the directors in the preparation of the
financial statements, and of whether the accounting policies are appropriate to the
Company's circumstances, consistently applied and adequately disclosed.

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

Opinion

In our opinion the financial statements give a true and fair view of the state of affairs of the
company as at 31 December 1999 and of its loss for the year then ended and have been
properly prepared in accordance with the Companies Act 1985.

Mo Notte

MAZARS NEVILLE RUSSELL
CHARTERED ACCOUNTANTS
and Registered Auditors

24 Bevis Marks, London EC3A 7NR
23 May 2000




FUIT Two Limited
Technical Account - General Business Profit and Loss Account
For the year ended 31 December 1999

Year ended Nine months ended
31 December 1999 31 December 1998
Note £'000 £000 £'000
Earned premiums, net of reinsurance:
Gross premiums written 1 13,366 10,671
Outward reinsurance premiums (3,725) (2,721)
Net premiums written 9,641 7,950
Allocated investment return transferred from
the non-technical account 301 629
Claims paid:
(Gross amount 1 (9,134) (6,884)
Reinsurers' share 3,403 1,419
(5,731) (5,465)
Change in the provisions for claims:
Gross amount 1 (12,959) (3,595)
Reinsurers' share 7,626 2,681
(5,333) (914)
Claims incurred, net of reinsurance 2 (11,064) (6,379)
Net operating expenses 3 (2,857) (2,374)
Balance transferred to the non-technical account (3,979) (174)




FUIT Two Limited
Non-Technical Profit and Loss Account
For the year ended 31 December 1999

Balance on the general business technical account
Investment income

Realised (losses)/gains on investments
Investment expenses and charges

Allocated investment return transferred to the
general business technical account

Other income

QOther charges, including value adjustments
Loss on ordinary activities before tax

Tax on loss on ordinary activities

Loss on ordinary activitics after tax
Dividends

Retained deficit for the financial period

Note

Year ended Nine months ended
31 December 1999 31 December 1998
£'000 £000

(3,979) (174)

402 623

(96) 12
(3) (6)
(301) (629)

4 57 82
5 2 (180)
(3,920) (272)
6 209 (162)
(3,711) (434)
16 (3,711) (434)

There were no other recognised gains or losses in the period




FUIT Two Limited
Balance Sheet
As at 31 December 1999

As at 31 December 1999 As at 31 Decernber 1998
Note Corporate Syndicate Total Corporate Syndicate Taotal
£000 £000 £'000 £000 £000 £900
Intangible assets 9 - - - 312 - 312
Fixed Asset Investments:
Financial Investments 8 - 4,937 4,937 - 6,555 6,555
Deposits with ceding undertakings - - 0 - 13 13
- 4,937 4,937 - 6,568 6,568

Reinsurers’ Share of Technical Provisiens:
Claims outstanding - 9,721 9,721 - 3,180 3,180
Debtors:
Arising out of direct insurance operations -
due from intermediaries - 2,793 2,793 - 2,507 2,507
Arising out of reinsurance operations - 9,160 9,160 - 6,031 6,631
Other 7 825 130 955 228 332 560

825 12,083 12,908 228 9,470 9,698
Other Assets:
Cash at bank and in hand 1o 142 460 602 142 1,430 1,572
Other - 160 169 - 144 144

142 620 762 142 1,574 1,716
Prepayments and Accrited Income n 480 122 602 624 42 666
Total Assets 1,447 27,483 28,930 1,306 20,834 22,140




FUIT Two Limited
Balance Sheet
As at 31 December 1999

Note
Capital and Reserves:
Called up share capital 15
Revenue reserve 16
Equity Shareholders' Funds 17
Technical Provisions:
Claims outstanding - gross
Provisions for losses foreseen on open years
Provisions for other risks and charges:
Provision for deferred taxation 12
Creditors:
Arising from direct insurance operations
Arising from reinsurance operations
Other creditors 13
Accruals and Deferred Income: 4

Total Liabilities

As at 31 December 1999

As at 31 December 1998

Corporate Syndicate Total Corporate Syndicate Total
£'000 £'000 £000 £000 £000 £000
{4,137) (4,137) (426) - {426)
(4,137) - (4,137) (426) - (426)
- 24,876 24,876 - 18,339 18,339
- 5,049 5,049 - 1,475 1,475
- 29,925 29,925 - 19,814 19,814
- - - 42 - 42
- - - 42 - 42
- 565 565 - 459 459
- 2,275 2,275 - 998 998
5,584 (5,291) 293 1,659 {459) 1,200
5,584 (2,451} 3,133 1,659 908 2,657
- 9 9 31 22 53
1,447 27483 28,930 1,306 20,834 22,140

The financial statements on pages 6 to 22 were approved by the Board of Directors on 2_3 May 2000 and were signed on its behalf by

P D Scales, Director




NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 1999

L

BASIS OF PREPARATION OF FINANCIAL STATEMENTS

a)

b)

)

Basis of preparation

The financial statements are prepared in accordance with Section 255 of,
and Schedule 9A to, the Companies Act 1985 (‘the Act”).

The financial statements are prepared under the historical cost convention
and in accordance with applicable Accounting Standards.

Recognition of insurance transactions

Preparing financial statements in accordance with Section 255 of, and
Schedule 9A to, the Act has meant the Company recognises its proportion
of all the transactions undertaken by the Lloyd’s syndicates in which i1t
participates (‘the syndicates’).

For each such syndicate, the Company’s proportion of the underwriting
transactions, investment return and operating expenses has been reflected
within the Company’s technical profit and loss account. Similarly, its
proportion of each syndicate’s assets and liabilities has been reflected in its
balance sheet (under the column heading ‘syndicate’). Syndicate assets are
held subject to trust deeds for the benefit of the Company’s insurance
creditors.

The proportion referred to above is calculated by reference to the
Company’s participation as a percentage of each syndicate’s total capacity.

The Company has delegated sole management and control of its
underwriting through each syndicate to its Members’ Agent, who deals with
the Managing Agent of the syndicate (‘the Managing Agent’). The
Managing Agents of the syndicates are therefore responsible for
determining the insurance transactions to be recognised by the Company.
The only exception to this rule is the level of provision for outstanding
claims on open or run-off years of account of syndicates. These provisions
are determined by the directors of the Company after consultation with the
Members® Agent.

Sources of data

The information used to compile the technical account and the ‘syndicate’
balance sheet is based on returns prepared for this purpose by the Managing
Agents of each syndicate (‘the Retums’). These Returns have been subject
to audit by the syndicate auditors and are based on the audited syndicate
returns to Lloyd’s and the audited annual reports to syndicate members.
This base data has been adjusted as necessary to reflect the differences in
preparation between syndicate annual reports and financial statements in
accordance with Schedule 9A to the Act.

10




NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 1999

The format of the Returns has been established by Lloyd’s and Lloyd’s has
also been responsible for collating the data at a syndicate level and
analysing it into corporate member level results.

The Returns cover the 12 months to 31 December. No adjustment has been
made to the Returns to reflect the fact that the Company’s accounting period
to 31 December 1998 was not coterminous with the Returns.

IL ACCOUNTING POLICIES
a) Basis of accounting for underwriting results

All classes of insurance business written are accounted for on a three year
funded basis because it is the basis most similar to that followed by the
syndicates. The nature of the information Managing Agents can make
available is insufficient for the company to make reliable estimates of the
necessary technical provisions on an annual basis of accounting. Under the
three year funded basis followed by the Company, the excess of premiums
written and attributable net investment return over claims and expenses paid
in respect of contracts beginning in an accounting period (“the underwriting
year’) is carried forward as a technical provision until the end of the third
year from the inception of the underwriting year. Consequently, no profit is
recorded in respect of an underwriting year until that time at the earliest.
Profit 1s only recorded if a syndicate has been able to effect a ‘reinsurance to
close’ (see (e) below) in respect of that underwriting year.

If in an underwriting year a loss is expected to be made, the loss is recorded
as soon as it is foreseen by increasing the technical provision to make it
sufficient to meet present liabilities and anticipated future claims and
expenses.

b) Premiums

Premiums written comprise the total premiums receivable for the whole
period of cover provided by contracts beginning during the financial year,
together with any adjustments ansing in the year to such premiums
receivable in respect of business written in previous years.

Premiums are shown gross of commission payable to intermediaries and
exclude insurance premium tax.

Gross premiums written may include ‘reinsurance to close’ premiums
receivable. See (e} below for further details.

Premiums written by a syndicate may also include the reinsurance of other
syndicates in which the Company participates. No adjustments have been
made to gross premiums written or outward reinsurance premiums (or to
gross and reinsurers’ claims) to remove this intersyndicate reinsurance.

11




NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 1999

<)

d)

€)

Claims incurred

Claims incurred include the costs of claims handling expenses.
Recoverable amounts arising out of subrogation or salvage are deducted
from the cost of claims. Claims incurred comprise amounts paid or
provided in respect of claims occurring during the year to 31 December,
together with the amount by which settlement or reassessment of claims
from previous years differs from the provision at the beginning of the year.
For further details of ‘reinsurance to close’ payable, which 1s included in
claims incurred, see (e) below.

Provision for claims

Provision is made for claims incurred but not paid in respect of events
during the year to 31 December. The provision includes the amounts
required to ensure neither a profit nor a loss is recognised before the end of
the third year under the three year funded basis of accounting, see 1(b).

The provision has been increased as appropriate by the Directors to the
extent that deficits are anticipated on underwriting years at the 12 and 24
months stage or on underwriting years not closed at the 36 month stage at
the balance sheet date.

In deciding whether any such additional provision is necessary syndicate
participations have been considered in aggregate as each year’s Lloyd’s
underwriting is managed together.

Any additional provision is determined by Directors following discussions
with the Company’s Members” Agent.

Reinsurance to close

A reinsurance to close is a particular type of reinsurance contract entered
into by Lloyd’s syndicates. Under it, underwriting members (the reinsured
members) who are members of a syndicate for a year of account (the closed
year), agree with underwriting members who comprise that or another
syndicate for a later year of account (the reinsuring members) that the
reinsuring members will indemnify, discharge or procure the discharge, of
the reinsured members against all known and unknown liabilities of the
reinsured members arising out of insurance business undertaken through
that syndicate and allocated to the closed year in consideration of:

a)  apremium; and

b)  either
1) the assignment, or agreement to assign, to the
reinsuring members of all the rights of the reinsured members arising
out of, or in connection with, that insurance business (including
without limitation the right to receive all future premiums,

12




NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 1999

reinsurances and other monies receivable in connection with that
insurance business); or

1) an agreement by the reinsured members that the
reinsuring members shall collect on behaif of the reinsured members
the proceeds of all such rights and retain them for their own benefit so
far as they are not applied in discharge of the liabilities of the
reinsured members.

Where the reinsurance to close is between members on successive years of
account of the same syndicate, the Managing Agent has a duty to ensure
both groups of members are treated equitably and to set the reinsurance to
close with the intention that neither a profit nor a loss accrues to either

group.

To the extent that the Company participates on successive years of account
of the same syndicate and there is a reinsurance to close between those
years, the company has offset its share of the reinsurance to close received
against its share of the reinsurance to close paid.

If the Company has increased its participation from one year of account to
the next, the reinsurance to close paid is eliminated, as a result of this offset,
leaving an element of the reinsurance to close received. This reflects the
fact that the Company has assumed a greater proportion of the business of
the syndicate. If the Company has reduced its participation from one year
of account to the next, the reinsurance to close received is eliminated,
leaving a element of reinsurance to close paid. This reflects the reduction in
the company’s exposure to risks previously written by the syndicate.

The reinsurance to close is technically a reinsurance confract and, as such,
the payment of a reinsurance to close does not remove from members of
that year of account ultimate responsibility for claims payable on risks they
have written. If the reinsuring members under the reinsurance to close
become insolvent and the other elements of the Lloyd’s chain of security
also fail, the reinsured members remain theoretically liable for the
settlement of any outstanding claims.

In the opinion of the directors, the chances of the reinsurance security
failing are remote and, since payment of a reinsurance to close is
conventionally considered as terminating a reinsured member’s
participation on a syndicate year of account, it is treated for accounts
purposes as settling the company’s gross liabilities arising out of the
corresponding participation on the year of account closed.

f) Investments
Investments are treated as sold and repurchased at each 31 December in

recognition of the annual venture nature of participation on a syndicate.
Their cost 1s therefore their market value at that date.

13




NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 1999

2

h)

)

k)

Investment income

Investment income comprises interest receivable and dividends received
plus realised gains on the disposal of investments. Realised gains and
losses arise from the difference between proceeds and cost.

The realised gains reported by syndicates are net of any realised losses.

All investment income net of realised losses arising on syndicate
participations is allocated to the technical account. Other investment
income i$ attributable to the non-technical account.

Investment expenses and charges

Investment expenses and charges comprise investment management
expenses and losses on the realisation of investments. Realised losses arise
from the difference between proceeds and cost. The realised losses reported
by syndicates are net of any realised gains.

Net operating expenses

Operating expenses have been charged to the underwriting year for which
they were incurred. These include the company’s share of syndicate
operating expenses, the remuneration payable to Managing Agents, the
company’s Members’ Agent and the direct costs of membership of Lloyd’s.

Foreign currencies

Transactions in foreign currencies other than sterling, United States dollars
and Canadian dollars are transiated at the rate of exchange ruling at the date
the transaction is processed. Unless otherwise stated, transactions in United
States dollars and Canadian dollars and assets and liabilities in currencies
other than sterling are translated at the rate of exchange ruling at 31
December. Exchange differences arising on translation are dealt with in the
profit and loss account.

Syndicate participation rights

Where the Company has purchased the right to participate on syndicates,
the cost is capitalised and amortised in equal annual instalments over 3
years. Amortisation commences at the end of the third year from the start of
the Company’s first underwriting year on the syndicate.

If, at any time, the directors become aware of a permanent diminution in the
value of the Company’s right to participate on a syndicate, the asset will be
written down accordingly. If a syndicate right is sold then any related costs
are offset against the disposal proceeds and any gain/loss is taken to the
non-technical profit and loss account, in the same period.

14




NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 1999

)

m)

Taxation

The Company is taxed on its share of the underwriting results declared by
syndicates and for tax purposes these are deemed to accrue evenly over the
calendar year in which they are declared. The syndicate results included in
these financial statements (excluding any additional provisions made by
Directors) relate to the 1997 Year of Account and have been declared for
tax purposes in the calendar year 2000,

The Inland Revenue determines the taxable results of individual syndicates
on the basis of computations submitted by the Managing Agent. At the date
of approval of these financial statements, none of the syndicate taxable
results have been agreed. Any adjustments that may be necessary to the tax
provisions established by the Company as a result of Inland Revenue
agreement of the taxable results of individual syndicates will be reflected in
the financial statements of subsequent periods.

Other profits are recognised and assessable to corporation tax in the same
period, after adjustment in accordance with tax legislation.

Deferred taxation

Deferred tax is provided in respect of the tax effect of all timing differences
to the extent that it is probable that a liability or asset will crystallise in the
foreseeable future, at the rates of tax expected to apply when the timing
differences reverse. One such timing difference is that between when
underwriting results are reported for accounting purposes and when they are
declared for tax purposes.

Cashflow statement

The company is exempt from preparing a cashflow statement under FRS 1.
BRIT Insurance Holdings PLC, the ultimate parent company, prepares a
consolidated cashflow statement.

15




1 Segmental Information - year ended 31 December 1999

Gross Gross Gross
Premiums Claims Operating Reinsurance
Written Incurred Expenses Balance Total
£960 £'060 £000 £'000 £000

Direct Business:

Accident & Health 98 (138) (37 70 )]
Motor - third party liability (233) (366) 105 250 (244)
Motor - other classes 455 (1,077) (98) 106 (614)
Marine, Aviation & Transport 2,183 (5,289) (604) 3,708 {2)
Fire and other Damage to Property 3,516 (3,829) (1,152) 1,370 95)
Third Party Liability 1,705 (1,401} (373) 111) (180)
Credit and Suretyship 9 (109) (2) 95 @)
Legal Expenses - - - - -
Other 78 (63) (26) 1 (12)
Total Direct 7.811 (12,272) (2,187) 5,487 (1,161)
Reinsurance Business: :

Reinsurances Acceptances 3,273 {7,286) (669) 1,160 (3,522)
Reinsurance to Close 2,282 (2,535) - 656 403
Total Reinsurance 5,555 (9,821) (669) 1,816 (3,119)
Total 13,366 (22,093) (2,856) 7,303 (4,280)

Included in gross claims incurred is total reinsurance to close payable of £3,579,232




1 Segmental Information - nine months ended 31 December 1998

Gross Gross Gross
Premiums Claims Operating Reinsurance
Written Incurred Expenses Balance Total
£000 £000 £000 £000 £000
Direct Business:
Accident & Health 123 140 (36) (30) 197
Motar - third party lability 1,387 (1,511) (305) 239 (180)
Motor - other classes 933 (797) (237) 215 114
Marine, Aviation & Transport 264 1,175 (19 (479) 941
Fire and other Damage to Property 1,962 (1,698) (559) 387 92
Third Party Liability 307 (753) 272) (36) (754)
Credit and Suretyship 2 (22) - 4 (16)
Legal Expenses {1 - N - (2)
Other 71 43 (49) (8) 57
Total Direct 5,058 (3,423) {1,478) 292 449
Reinsurance Business:
Reinsurances Acceptances 3,700 (4,737 (765) 952 (850)
Reinsurance to Close 1,913 2,319 4 {402)
Total Reinsurance 5,613 (7,056) (765) 956 (1,252)
Total 10,671 (10,479 (2,243) 1,248 (803)

Included in gross claims incurred is total reinsurance to close payable of £4,551,616

31 December

31 December

1999 1998
£'000 £000
Gross premiums in respect of direct business written in:
United Kingdom 7,331 5,546
Other EU Member States (59) 127
Rest of World 539 (615)
7,811 5,058
1b Movement in provisions for losses forseen on open years
Balance at Balance at
31 December Amounts Amounts Additional 31 December
1998 Utilised Unused Provisions 1999
£'000 £'000 £'000 £000 £'000
1994 Account 250 - : - - 250
1997 Account 225 (225) - - -
1998 Account 1,000 - - 1,063 2,063
1999 Account - - - 2,736 2,736
Total 1,475 (225) - 3,799 5,049
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2 Claims Incurred, Net of Reinsurance

Gross

1994 Year of Account
1996 Year of Account
1997 Year of Account
1998 Year of Account
1999 Year of Account

Reinsurance

1994 Year of Account
1996 Year of Account
1997 Year of Account
1998 Year of Account
1999 Year of Account

Net claims incurred

3 Net Operating Expenses

31 December

31 December

1999 1998
£000 £000
1,437 1,044
- (666)
1,047 5,725
15,008 4,376
4,601 -
22,003 10,479
(1,438) (1,131)
- (100)
(698) (1,848)
(7,534) (1,021)
(1,359) -
(11,029) (4,100)
11,064 6,379

Acquisition costs

Administrative expenses

(Profit) /loss on exchange

Names' personal expenses on Lloyd's syndicates

4 Other income

31 December

31 December

1999 1998

£1000 £'000
2,267 1,298
386 580
(136) 51
340 445
2,857 2,374

Interest on Premium Trust Fund releases
Sale of Syndicate capacity
Profit on exchange

18

31 December

31 December

1999 1998
£000 £000
36 (13)
- 95
21 -
57 82




5 Other charges

31 December 31 December
1999 1998
£0006 £000
Profit Commission - 31
Auditors' remuneration - for audit services - -
Other (2) 149
2) 180

Audit fees for the Company have been borme by BRIT Insurance Holdings PLC, the ultimate holding company.

6 Taxation
31 December 31 December
1999 1998
£000 £000
Corporation tax @ 30% (1998 : 31%) 313 317
Deferred tax {see note 12) (522) (155)
(269) 162
7 Other debtors
31 December 31 December
1999 1998
£'000 £000
Amounts due from group undertakings 321 215
Other 4 13
825 228
8 Financial investments
31 December 31 December
1999 1998
£000 £00G
Shares and other variable yield securities 474 873
Debt securities and other fixed interest securities 3,802 2,176
Deposits with credit institutions 609 3,493
Other 52 13
4,937 6,555
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9 Intangible assets

Balance 1 January 1999/1 April 1998
Additions

Disposals

Profits on disposal of syndicate capacity
Amortisation

Transfer to BRIT UW Limited

Balance 31 December 1999/31 December 1998

31 December 31 December

1999 1698
£000 £000

312 205

- 107

- (95)

- 95

8] -

{303) -

- 312

Intangible assets are the purchase costs of the Company's participations in certain Lloyd's syndicates.

10 Cash at bank and in hand

Cash at Lloyd's

11 Prepayments and Accrued Income

31 December
1999
£'000

142

31 December
1998
£000

142

31 December

31 December

1999 £998

£'000 £000
Accrued Income - 624
Deferred tax asset (note 12) 480 -
480 624

12 Provision for deferred taxation
1 January 31 December

1999 Movement 1999

£00¢ £G00 £000
Deferred tax 42 (42) -

Represented by:

Declared underwriting losses 187 (309) {122)
Provision for future underwriting losses (218) (192) (410)
Other timing differences 73 (21) 52
42 (522) (480)

The deferred tax asset of £480,000 is included within Prepayments and accrued income - see note 11.
At 31 December 1999, there was an unprovided deferred tax asset of £1,104,218 (31 December 1998 £225,000)

13 Other creditors

Taxation
Provision for losses forseen on open years

Amounts due in respect of Syndicate losses
Other
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31 December 31 December
1999 1998
£'000 £'000
130 184
5,049 1,475
404 -
1 .
5,584 1,659




14 Accruals and Deferred Income

Profit Commission

15 Share Capital

31 December 31 December
1999 1993
£000 £000

- 31
- 31

31 December

31 December

1999 1998
£ £
Authorised:
1,000 ordinary shares of £1 1,000 1,000
Allotted, issued and fully paid:
2 ordinary shares of £1 2 2
16 Revenue reserves
31 December 31 December

1999 1998

£'000 £000
Balance as at 1 January 1999/1 April 1998 (426) 8
Loss retained for the financial period 3,711) (434)
Balance as at 31 December 1999/3]1 December 1998 4,137 (426)

17 Movement in Shareholders' Funds
31 December 31 December

1999 1998

£'000 £'000
Opening shareholders' funds (426) 8
Total recognised losses for the financial period (3,711) (434)
Dividends - -
Closing sharcholders' funds 4,137 (426)
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18 Related Party Transactions

The Directors have taken advantage of the exemption under FRS8 which does not require disclosure of transactions
with other group companies, where the parent company prepares consolidated accounts which are publicly available.

19 Contingent Liabilities

(i) Lloyd's
If any of the other corporate member subsidiaries of the Group fail to meet any of their obligations, after having
called on Wren Limited under its guarantees, then:

{a) Lloyd's will be entitled to require any of the Group's subsidiaries to cease or reduce their underwriting; and/or

(b) having regard to the fact that the Central Fund may be applied to discharge the obligations of the defaulting
corporate member subsidiary, Lloyd's will be entitled to require each of the other corporate member subsidiaries
of the Group to make contributions to the Central Fund up to the amount of their respective net profits held from
time to time in Premiums Trust Funds, sufficient to reimburse the Central Fund in full for any payment
made on behalf of the defaulting member.

At the date of these financial statements the Company is not aware of any of the other corporate member
subsidiaries of the Group failing to meet any of their Lloyd's obligations.

The Company's underwriting activities were supported by a covenant from Wren Limited (formerly Wren plc)
topayup to £ 7,011,611 (31 December 1998: £ 7,011,611) where the Company's assets are insufficient
to meet its liabilities at Lioyd's.

At the end of 1999 the Company was placed into run-off with all the underwriting capacity transferred to

BRIT UW Limited, a related group company. As part of the reorganisation of the Group's underwriting activities,

a Group "Inter-availability scheme" to support underwriting activities for the 2000 and prior underwriting years of
account has been set up.To this end the Company has made inter-available £5,129,174 of its covenant to BRIT UW
Limited, a fellow Group company, to support its 2000 year of account underwriting activities. The covenant is
provided by Masthead Insurance Underwriting Limited.

20 Ultimate Holding Company

The Company regards BRIT Insurance Holdings PLC, which is registered in England, as its ultimate
holding company.
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