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PIRECTORS’ REPORT FOR THE YEAR ENDED 31 DECEMBER 2001

The directors are pleased to submit their report and the audited financial statements for the year to 31 December
2001.

PRINCIPAL ACTIVITY
The Company acts as a holding company for certain group investrments.
REVIEW OF BUSINESS AND FUTURE DEVELOPMENTS

The Company continues to act as a holding company for subsidiary undertakings and is expected to do so for the
foreseeable future.

RESULTS AND DIVIDENDS

The profit for the year to 31 December 2001 after taxation amounted to £34,776,382 (2000: £60,523). An interim
dividend of £6.52781 per US$1 ordinary share amounting to £49,422,040 was declared during the year (2000:
£Nil). The directors do not recommend the payment of a final dividend (2000: £Nil).

DIRECTORS

The following have been directors from 1 January 2001 to the date of this report unless otherwise indicated:

ACE London Group Limited {Appointed 18 July 2001}
J R Charman (Resigned 17 March 2001)
M L Glover

JILloyd (Resigned 31 July 2001)

The Company has the benefit of a group directors’ and officers’ liability insurance policy effected by ACE
Limited. No charge was made to the Commpany during the year for this policy.

DIRECTORS’ INTERESTS

In accordance with The Companies (Disclosure of Directors’ Interests) (Exceptions) Regulations 1985 (SI
1985/802), the directors’ interests in ACE Limited, the ultimate holding company, are not disclosed in these
financial statements.

AUDITORS

The Company’s auditors, PricewaterhouseCoopers, have indicated their willingness to continue in office. On 23
June 1999 the Company passed an elective resolution to dispense with the obligation to appoint anditors annually.

By Order of the Board

(”Iﬁ‘ ~— _..;»:;:“'“"‘M.F—‘mué;-—-
~ for and 6fi behalf o

ACE London Services Limited
Secretary, 11 March 2002

38 Bishopsgate

London
EC2N 4DL
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DIRECTORS’ RESPONSIBILITIES

The directors are required by the Companies Act 1985 to prepare financial statements for each financial period
which give a true and fair view of the state of affairs of the Company as at the end of the financial period and of
the prefit or loss of the Company for the financial period.

The directors confirm that suitable accounting policies have been used and applied consistently and reasonable
prudent judgements and estimates have been made in the preparation of the financial statements for the year ended
31 December 2001. The directors also confirm that applicable accounting standards have been followed and that
the financial statements have been prepared on a going concern basis.

The directors are responsible for keeping proper accounting records, for safeguarding the assets of the Company
and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

INDEPENDENT AUDITORS' REPORT
to the members of ACE Tarquin

We have audited the financial statements which cornprise the profit and loss account, the balance sheet and the
related notes, and which have been prepared under the historical cost convention (as modified by the revaluation of
certain fixed assets) and the accounting policies set out in the statement of accounting policies.

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the annual report and the financial statements in accordance with
applicable United Kingdom law and accounting standards are set out in the statement of directors' responsivilities.
Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements
and United Kingdom Auditing Standards issued by the Auditing Practices Board.

We teport to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1985. We also report to you if, in our opinion, the ditectors' report
is not consistent with the financial statements, if the company has not kept proper accounting records, if we have
not received all the information and explanations we require for our audit, or if information specified by law
regarding directors' remuneration and transactions is not disclosed.

We read the other information contained in the annual report and consider the implications for our report if we
become aware of any apparent misstatements or material inconsistencies with the financial statements. The other
information comprises only the directors' report.

Basis of andit 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 10 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 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 the company's affairs at 31
December 2001 and of its profit for the year then ended and have been properly prepared in accordance with the
Companies Act 1985.

ﬂ ‘MMWQQ’K’?M

PricewaterhouseCoopers

Chartered Accountants and Registered Auditors
London

11 March 2002
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PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2001
2001 2000

Note £ £
TURNOVER 2 34,775,816 -
Operating expenses 4 - (20,244)
OPERATING PROFIT/(LOSS) 34,775,816 (20,244)
Interest receivable and similar income 5 - 134,171
Interest payable and similar charges 6 - (48,667)
PROFIT ON ORDINARY ACTIVITIES BEFORE
TAXATION 34,775,816 65,260
Tax on profit on ordinary activities 7 566 4,737)
PROFIT ON ORDINARY ACTIVITIES AFTER
TAXATION 34,776,382 60,523
Dividends 8 (49,422 040) -
RETAINED (LOSS)PROFIT FOR THE FINANCIAL
YEAR (14,645,658) 60,523
Retained profit at beginning of the financial year 27,410,317 27,349,794
RETAINED PROFIT AT ENID) OF THE FINANCIAL
YEAR 12,764,639 27410317

All of the above results derive from continuing operations.

The Company has no recognised gains or losses other than those presented and hence no separate Statement of
Total Recognised Gains and Losses is presented.

There is no difference between the profit on ordinary activities before taxation and the retained loss for the
financial period stated above and their historical cost equivalents.
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BALANCE SHEET AT 31 DECEMBER 2001

2001 2000
Note £ £
FIXED ASSETS
Investments 9 81,535,091 81,535,091
CURRENT ASSETS
Debtors — amounts falling due within one year 10 2,390,217 1,255,821
CURRENT LIABILITIES
Creditors — amounts falling due within one year 11 (22,704,255} (6,924,201)
NET CURRENT LIABILITIES (20,314,038)  (5,668,380)
NET ASSETS 61,221,053 75,866,711
CAPITAL AND RESERVES
Called-up share capital - equity 12 4,844,582 4,844,582
- non-equity 12 50,000 50,000
Share premium account 13 43,561,812 43,561,812
Profit and loss account 13 12,764,659 27,410,317
TOTAL SHAREHOLDERS’ FUNDS 13 61,221,053 75,866,711

The financial statements on pages 3 to 8 were approved by the board of directors on 11 March 2002 and were
signed on its behalf by:

/75

B e T B —
Director

(7/03/02 14:07




ACE TARQUIN PAGE 5

NOTES TO THE FINANCIAL STATEMENTS

1.

ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost convention (as modified by the
revaluation of certain fixed assets) and in accordance with applicable accounting standards in the United
Kingdom. No cash flow statement is presented since FRS 1 (revised) exempts the Cotnpany from the
requirement to do so as the consolidated financial statements of ACE Limited include a group cash flow
statement. The Company is exempt under section 228 of the Companies Act 1985 from the requirement to
prepare consolidated financial statements as it and its subsidiary undertakings are included in the consolidated
financial statements of ACE Global Markets Limited.

Interest receivable

Interest receivable is accounted for on an accruals basis.

Interest payable

Interest payable is accounted for on an accruals basis.

Investments

Unlisted investments are stated at the lower of ¢ost and net realisable value.

Foreign currency transactions

Monetary assets and liabilities are translated into sterling at the exchange rates prevailing at the balance sheet
date. Transactions in the profit and loss account are translated at the rate of exchange ruling at the dates of the
transactions. Share capital dominated in United States dollars is translated into sterling at the historic
exchange rate in force when it was issued.

TURNOVER

Turnover consists of dividends received from subsidiary companies.

DIRECTORS AND EMPLOYEES

The Company has no employees. The directors received no emoluments for their services to the Company
(2000: £Nil).

OPERATING EXPENSES
The Company’s audit fee is borne by ACE London Services Limited.

INTEREST RECEIVABLE AND SIMILAR INCOME

2001 2000

£ £

Bank deposit interest received - 31,476
Other interest - 102,695
- 134,171
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ACE TARQUIN

NOTES TO THE FINANCIAL STATEMENTS

6.

7.

INTEREST PAYABLE AND SIMILAR CHARGES

On loans wholly repayable within 5 years

TAX ON PROFIT ON ORDINARY ACTIVITIES

UK Corporation tax at 30% (2000: 30%)
Current period:
Amounts payable to group undertakings
in respect of group relief

Prior year adjustments

The dividend income is not taxable as the amount ig received from subsidiary companies.

DIVIDENDS

Interim dividend of £6.52781 (2000: £Nil) per

USS31 ordinary share

INVESTMENTS

Investment in ACE Capital V Limited

Investment in ACE Leadenhall Limited (formerly ACE (CG)
Limited)

PAGE 6

2001 2000

£ £

- 48,667

2001 2000

£ £

- 4,737

(566) -

(566) 4,737

2001 2000

£ £
49,422,040 -
2001 2000

£ £
42,835,669 42,835,669
38,699,422 38,699,422
81,535,091 81,535,091

The investments comprise 100% of the ordinary share capital of each of the above unlisted undertakings,
which are registered and incorporated in England and Wales. In the opinion of the directors the investments

are worth not less than their carrying values.
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NOTES TO THE FINANCIAL STATEMENTS

10. DEBTORS - amounts falting due within one year

2001 2000

£ £

Amounts due from group undertakings 2,390,215 1,255,819
Other debtors 2 2

2,390,217 1,255,821

11. CREDITORS — amounts falling due within one year

2001 2000
£ £

Amounts due to subsidiary undertakings in respect
of group relief - 4,737
Other amounts due to group undertakings 22,704,255 6,519,464

22,704,255 6,924,201

12. CALLED-UP SHARE CAPITAL

2001 2000
Uss US3
Authorised equity shares:
7,571,000 US$1.00 ordinary shares 7,571,000 7,571,000
2000 2000
£ £
Authorised non-equity shares:
50,000 £1 deferred shares 50,000 50,000
2001 2000 2001 2000
Use Uss £ £
Called up and fully paid equity
shares: _ .
7,571,000 US$1.00 ordinary shares 7,571,000 7,571,000 4,844,582 4,844 582
2001 2000
£ £
Called up and fully paid non-equity
shares:
50,000 £1 deferred shares 50,000 50,000

The holders of the deferred shares shall not, by virtue of or in respect of their holdings of sterling deferred
shares, have the right to receive notice of any general meeting of the Company, nor the right to attend, speak
or vote at any such general meeting. The sterling deferred shares shall not entitle their holders to receive any
dividend or other distribution. The sterling deferred shares shall on the return of assets in a winding-up
entitle the holder only to the repayment of the amounts paid upon such shares after the repayment of the
capital paid up on ordinary shares plus the payment of £10,000,000 per such ordinary share.

/7/03/02 14:07
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NOTES TO THE FINANCIAL STATEMENTS

13, MOVEMENTS IN SHAREHOLDERS’ FUNDS

Equity share Non-equity Share  Profit and loss
capital share capital premium account Total
£ £ £ £ £
Loss for the financial year - - - (14,645,658)  (14,045,658)
Opening sharcholders”
funds 4,844,582 50,000 43,561,812 27,410,317 75,866,711
Closing shareholders’ funds 4,844,582 50,000 43,561,812 12,764,659 61,221,053

14, TRANSACTIONS WITH RELATED PARTIES

Advantage has been taken of the exemption provided in FRS 8 from disclosing details of transactions with
ACE Limited and its subsidiary undertakings.

15, ULTIMATE HOLDING COMPANY

The intermediate holding company that heads the smallest group of undertakings for which consolidated
accounts, including the Company, are prepared is ACE Global Markets Limited, a company registered in
England and Wales. The ultimate holding company is ACE Limited, a company registered in the Cayman
Islands, with its headquarters in Bermuda and quoted on the New York Stock Exchange. Copies of the
company’s consolidated accounts can be obtained from Investor Relations at The ACE Building, 30
Woodboume Avenue, Hamilton HM 08, Bermuda.
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