CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
(“CLLAS”)

Minutes of a Meeting of the Advisory Board

8:30 a.m.
Davies Ward Phillips & Vineberg LLP
44" Floor, 1 First Canadian Place
Toronto, Ontario

Tuesday, December 7, 2010

Present:

Nicholas Leblovic (Chairman) Davies Ward Phillips & Vineberg LLP
Natasha MacParland Davies Ward Phillips & Vineberg LLP
Glenn Leslie Blake Cassels & Graydon LLP
Barry Bresner Borden Ladner Gervais LLP
Gord Goodman Cassels Brock & Blackwell LLP
Chris Woodbury Fraser Milner Casgrain LLP
Donald Milner Fasken Martineau DuMoulin LLP
Bill Scott McCarthy Tetrault LLP
Gale Rubenstein Goodmans LLP
Julia Holland Torys LLP
Les O’Connor WeirFoulds LLP
Carol Lyons Lang Michener LLP
Patrick Mahoney Office of the General Manager
Norma Ibbetson Office of the General Manager
Joe Tontini Dion, Durrell + Associates Inc.

1. Constitution of Meeting

The Chairman brought the meeting to order.

2. Appointment of Secretary

Norma Ibbetson acted as Secretary.

3. Approval of Minutes of the September 14, 2010 Meeting of the Advisory Board

It was moved by Donald Milner and seconded by Barry Bresner that the minutes of the
September 14, 2010 meeting of the Advisory Board be approved. The motion was carried
unanimously.
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Comments of the Chair

The Chairman asked that members of the Board please contact him over the next few weeks advising
of any preferences with respect to the Committee structure for 2011.

The merger between McMillan and Lang Michener will see the loss of one Board member. It is yet to
be confirmed who that will be but both Carol Lyons and Dan Macdonald were thanked for their
contributions over the years.

Report of the General Manager’s Office

Management Report at September 30, 2010

Mr. Mahoney reviewed the financial statements with the Board. On the Balance Sheet the line item
Reinsurance Recoverable includes approximately $9.6 million relating to the outstanding recovery
reported on previously which is the subject of an arbitration. The decision in that matter is expected
shortly. The balance represents funds owing to CLLAS on a couple of more recent settlements on the
same claim in the higher layers.

The effect of the increase in CLLAS’ retention over the past few years can be seen in the reserve
numbers. The total CLLAS reserves are relatively consistent with the prior year, but the portion
recoverable from reinsurers (i.e. “Provision for unpaid claims and adjustment expenses recoverable
from reinsurers™) is lower compared to prior year.

Mr. Mahoney reported that CLLAS’ surplus as at September 30, 2010 represented an MCT ratio of
245%, which compares favourably with CLLAS’ target of 210%. The Board confirmed that any
further decisions with respect to CLLAS’ target surplus will be taken at the June meeting, once the
outcome of certain key issues facing CLLAS (specifically the arbitrations currently underway with
respect to claim file 2004-194, and the premium tax issue) are more certain. There is to be no change
to CLLAS’ 2™ installment premium installment invoices due to be circulated shortly.

Mr. Mahoney advised that CLLAS was recently licensed in Alberta and the licensing application in
B.C. is currently in process. The premium tax refund being processed in Ontario with respect to
Alberta-based lawyers appears to be the same amount that the Alberta tax authorities will be seeking
from CLLAS, subject to the application of a potential administrative penalty still being considered by
Alberta. As a result, subject to the outcome in Quebec (which is still in discussion) the primary
incremental cost will be in BC for the period where premium taxes were levied at 7% versus the 4%
rate applicable to licensed insurers. By the end of December, CLLAS should be in a position to
quantify and account for the premium tax issue in BC and Alberta. We are following up regularly
with the Ontario tax authorities with respect to the premium tax refund.

The Income Statement shows a small loss year to date. This is driven primarily by claims activity (i.e.
an increase in case reserves) and by management/operating expenses which are up over the prior year.

Report of the Claims Committee

Barry Bresner reported to the Board. There have been no material developments on old claims or new
reports in the last quarter.

Report of the Risk Management Committee

Bill Scott reported to the Board.
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E-Learning

The Board gave its approval to complete the E-Learning Program at a prior meeting. Not considered
in the original budget was a French translation of the modules as well as some transitional items for
various modules relating to the flow of information. An additional $16,000 is required to complete
the program. Firms are free to customize the program once rolled out at their own expense.

It was moved by Bill Scott and seconded by Julia Holland to approve a further $16,000 to the E-
Learning budget. The motion was carried unanimously.

The risk management audits of all firms have now been completed by Mr. Walker. It was reported
that Mr. Walker believes that action has been taken by firms since those audits with respect to areas of
focus discussed during the audits. Mr. Walker proposes to confirm this by meeting with each firm to
discuss the process and any updates.

Work is well underway with respect to reviewing claims data in conjunction with the risk management
audits. A report from Mr. Walker will likely be tabled in the Spring. A risk management seminar
may be held in 2011 or early 2012.

Mr. Scott reported that the opinions policy had been circulated to the firms for input. Some of the
CLLAS firms participate in a group known as the Toronto Opinions Group, and discussions were
taking place in this group with respect to standards for issuing opinions. It was concluded that there
is merit in discussing this issue with the other members of that group, but that the draft policy itself
should be kept within the CLLAS firms.

A meeting took place with LawPRO to demonstrate the E-Learning program in an effort to have it
certified for LSUC CLE credits. CLLAS will work towards meeting the LSUC guidelines in order to

have the E-Learning program accredited.

Report of the Audit Committee

Chris Woodbury reported on behalf of the Committee. A pre-audit planning meeting took place in
October and no issues were identified.

Report of the Policy Committee

Gale Rubenstein reported on behalf of the Committee. There are a number of items that are under
review for changes at July 1, 2011 including vicarious liability of firms with lawyers sitting on boards,
professional corporations, cyber-coverage, procurement documents and the like.

(Mr. Joe Tontini joined the meeting)

()

Continuation of the General Manager’s Report
CLLAS Retention Guidelines

Mr. Tontini reviewed with the Board his December 6, 2010 memorandum summarizing the retention
history and proposing an increase in the current limit of $15 million to $25 million. Mr. Tontini
explained that no decision needs to be made today but the matter should be considered by the firms
prior to the February 2011 Board meeting. Any further increase in retention would require an
amendment to the Subscribers Agreement (and this requires approval of the Ontario regulator).
Changes to the Subscribers Agreement are required in any event due to changes to the Ontario
Insurance Act.

Page 3 of 5




10.

11.

12.

13.

14.

15.

A further memo will follow from the General Manager’s office outlining examples of the impact of
actual claims on the retention and CLLAS’ surplus policy, e.g. the impact of various adverse claims
scenarios.

Investment Report for Quarter Ending September 30, 2010

No changes to the Investment Guidelines are contemplated for FY2011 and the Board confirmed the
appropriateness of the Investment Policy.

Report of the Nominating Committee

(Mr, Leblovic excused himself.)

Chris Woodbury reported to the Board. The current Chair’s term expires at the end of December
2010.

It was moved by Gale Rubenstein and seconded by Gordon Goodman to renew Nick Leblovic’s
term for a further three years. In addition the Honorarium is to be increased to $75,000 per

year and be reviewed every two years. The motion was carried unanimously.

2011 Meeting Dates

February 22, 2011
June 21, 2011
September 13, 2011
December 13, 2011
Annual Dinner

The date and location still need to be finalized.

Demonstration of E-Learning Program

John Walker joined the meeting to give a demonstration of the E-Learning Program. It takes
approximately 2.5 hours to complete the program from start to finish.

He reported that it is expected that the full course will be completed by the end of January and then
released to the firms for implementation. Firms are currently meeting with Blue-drop to establish a
contact going forward as the firms will be responsible for the costs of any firm-specific customization.
Firms can brand the program with their firm name and links to internal sites. The approximate cost is
$2,000, renewable on an annual basis with Blue-drop (if firms require the e-learning program in
French a further $2,000 should be budgeted annually).

One or two firms are required to assist with the translation. Blake’s and McCarthy’s volunteered to
commit some time. They are requested to advise John Walker.

Presentation by Miller Insurance

Graeme Lynch and Mark Popple of Miller Insurance joined the meeting. Mr. Popple gave an
overview of Miller and the Lloyds/London insurance market. There was a general discussion with
respect to the next renewal.
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16. Other Business

There being no other business, the meeting was adjourned.

Chairman Secretary

Page 5 of 5




CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

FINANCIAL MANAGEMENT REPORT

For the Period Ending December 31, 2010



CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

FINANCIAL MANAGEMENT REPORT

December 31, 2010
CONTENTS
Exhibit I Balance Sheet
Exhibit IT Income Statement
Exhibit II Other Comprehensive Income

Exhibit IV Operating Budget Variance Analysis




Exhibit |

CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
BALANCE SHEET
December 31, 2010

As at
December 31, 2010

As at
December 31, 2009

ASSETS
Cash $3,409,868 $8,118,634
Investments
Short Term 14,757,472 10,446,379
. Bonds 39,807,585 37,106,852
Interest income due and accrued 299,500 290,528
Premiums receivable 7,664,379 5,302,471
Unearned reinsurance premium ceded 6,352,910 6,834,882
Prepaid Expenses 136,500 235,898
Deferred policy acquisition costs 0) 283,123
Reinsurance recoverable 18,132,896 11,828,558
Other receivable 1,733,853 0
Provision for unpaid claims and adjustment expenses 33,176,000 40,904,000
recoverable from reinsurers
Total Assets $120,470,963 $121,351,326
LIABILITIES
Provision for unpaid claims and adjustment expenses $77,557,000 $79,072,000
Provision for unpaid premium liabilities $2,629,821 $2,629,821
Premium Deficiency Liability $548,000 $0
Unearned premium 10,340,344 11,727,469
Due to reinsurers 5,179,783 5,534,300
Accounts payable & accrued charges 1,062,627 745,909
Premium taxes payable 1,937,063 0
Total Liabilities 99,254,636 99,709,498
SUBSCRIBERS' EQUITY
Surplus 20,018,273 20,431,343
Accumulated Other Comprehensive Income (Loss), 1,198,053 1,210,485
21,216,326 21,641,828
TOTAL LIABILITIES AND SUBSCRIBERS' EQUITY $120,470,963 $121,351,326




Exhibit I

CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
INCOME STATEMENT
FOR THE PERIOD ENDED December 31, 2010

Year to date
Jan. 2010 to

December-10

Previous year
Jan. 2009 to

December-09

Wiritten premium $20,835,506 $23,674,881
Gross Written Premiums 20,835,506 23,674,881
Less: Reinsurance Ceded 12,811,117 13,797,313
Net Written Premiums 8,024,389 9,877,568
Change in Unearned Premiums 905,153 (32,486)
Earned Premiums 8,929,542 9,845,082
Claims Paid 253,594 4,733,114
Change in IBNR 1,027,000 2,800,000
Change in Case Reserve 5,186,000 334,000
Premium Deficiency Expense 548,000 0
Change in provision for Unpaid Premium liability 0 0
Incurred Claims 7,014,594 7,867,114
Management and Operating Expenses 2,330,762 1,887,720
Reinsurance Fees 273,000 273,000
Premium Taxes 1,211,856 792,662
Total Operating Expenses 3,815,618 3,053,382
Underwriting Gain (Loss) (1,900,670) (1,075,414)
Investment Income 1,487,601 1,483,088
Net Gain (Loss) ($413,089) $407,674
Subscribers' Equity - Beginning of Period $20,431,343 $20,023,669
Less: Adjustment to opening Policy Liabilities $0 $0
Subscribers' Equity - End of Period $20,018,273 $20,431,343




CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
STATEMENT OF COMPREHENSIVE INCOME (LOSS) AND
ACCUMULATED OTHER COMPREHENSIVE INCOME (L.OSS)
FOR THE PERIOD ENDED December 31, 2010

Net Income
Other Comprehensive income (Loss):

Unrealized Gains and (Losses) on available-for-sale
financial assets arising during the year

Reclassification of realized gains(loses) to the
statement of operations

Net change in the other comprehensive income for the year

Total Comprehensive Income (Loss)

Accumulated Other Comprehensive Income (Loss),
beginning of year

Other comprehensive income (Joss)

Balance at end of period

Year to date
Jan. 2010 to
December-10

Exhibit 111

Previous year
Jan. 2009 to
December-09

($413,069) $407,674
(12,432) (165,223)
(12,432) (165,223)

(425,501) 242 451
$1,210,485 $1,375,708
(12,432) (165,223)
1,198,053 1,210,485




CANADIAN LAWYERS LIABILITY ASSURANCE SOGIETY

STATEMENT OF OPERATIONS AND SURPLUS - VARIANCE ANALYSIS

FOR THE TWELVE MONTHS ENDED December 31, 2010

Exhibit IV

Annual Budget Year to Date Budget Year to Date Fav/(}!nfav)
Actual Variance
% Accrued
to Date $ $ $

MANAGEMENT SERVICES 457,500 100% 457,500 511,335 (53,835)
PROFESSIONAL SERVICES

Actuarial Services 100,000 100% 400,000 86,943 13,057

Reinsurance Matters 300,000 100% 300,000 376,342 (76,342)

Strategic Matters 100,000 100% 100,000 153,140 (53,140)

Special, non-recurring 0 100% 0 0 0
Sub-Total Professional Services 500,000 500,000 616,425 (116,425)
GST/HST on Consulting Fees 86,175 86,175 91,184 (5,009)
Total Management & Professional Services * 1,043,675 1,043,675 1,218,944 {175,269)

(See Note 1)

OTHER EXPENSES
Audit Expenses 64,000 100% 64,000 61,542 2,458
Annual Dinner 5,000 100% 5,000 5,096 (96)
Premium Taxes 638,000 100% 638,000 1,211,856 (573,856)
Chairman's Expenses 2,000 100% 2,000 1,985 15
Chairman's Honourium 60,000 100% 60,000 60,000 0
Reinsurance Expense 10,000 100% 10,000 3,163 6,837
Office Expenses 17,500 100% 17,500 25,036 (7,536)
Office Expenses - Website management software license 1,800 100% 1,800 5,907 (4,107)
Claims: Borderaux (LSUC) 14,500 100% 14,500 15,840 (1,340)
Special Services 275,000 100% 275,000 644,674 (369,674)
Special Services - Peer Review 0 100% 0 0 0
Miller Insurance Fees (Reins. Comm.) (See Note 2) 273,000 100% 273,000 273,000 0
1.B.C Statistical Plan Fees 15,000 100% 15,000 8,362 6,638
FSCO Assessment Fees 15,000 100% 15,000 4,715 10,285
Investment counsel fees 124,000 100% 124,000 117,345 6,655
investment - Custodial 35,000 100% 35,000 35,720 (720)
Risk Management/Loss Prevention 120,000 100% 120,000 117,434 2,566
License Fee 0 100% 0 5,000 (5,000)
Sub-total 1,669,800 1,669,800 2,596,674 (926,874)
TOTAL 2,713,475 2,713,475 3,815,618 (1,102,143)
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PART 1- INTRODUCTION AND SCOPE

INTRODUCTION
Company:

Date of Valuation:
Purpose:

Author:

Authority:

Distribution:

Canadian Lawyers Liability Assurance Society (CLLAS)
December 31, 2010
Actuarial opinion and valuation report as required by the Ontario Insurance Act.

Ms. Julie-Linda Laforce, F.C.I.A, F.C.A.S.
Dion, Durrell + Associates Inc.

630 Rene-Levesque Blvd. West, suite 2940
Montréal, QC, H3B 1S6

(514) 673-4708

Actuary to the Canadian Lawyers Liability Assurance Society.

This report is strictly for the use of CLLAS, its external auditors, its advisors
and the regulatory authorities in the context of their work in connection with the
financial statements and Annual Return. Any other use or disclosure should be
discussed first with Dion, Durrell + Associates Inc. If our report is distributed
further, the report must be distributed in its entirety. All recipients of this report
should be aware that the person signing it is available to answer questions about
it.

This report was prepared and filed with the regulatory authorities in accordance
with the relevant legislation and accepted actuarial practice based on the
appropriate Standards of Practice of the Canadian Institute of Actuaries.

CLLAS-
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SCOPE
Actuarial valuation of all policy liabilities, including:
(1) claims liabilities,

2 liabilities in connection with unearned premium, and
3) other policy liabilities.

No actuarial liabilities have been excluded from this report.

No other report will be issued to the subscribers of CLLAS.
OPERATIONS

General

CLLAS was formed in 1986 and licensed in Ontario as an insurer in 1987 with the first policies
issued with an effective date of July 1, 1987. As of October 29, 2010, CLLAS is licensed in Alberta.
A license for British Columbia is pending. CLLAS provides professional liability insurance to
subscribing law firms in excess of the compulsory coverage provided by the various law societies.
Since inception, coverage provided by CLLAS has been on a claims made basis. For the first policy
term (i.e., July 1, 1987 to June 30, 1988), coverage was in excess of $600,000. Coverage in
subsequent policy terms is in excess of $1,000,000.

A summary of the coverage provided by CLLAS is set out below:

CLLAS HISTORICAL COVERAGE SUMMARY

Coverage Period Coverage Provided (in million $)
July 1, 1987 to June 30, 1988 $24.4 excess of $0.6
July 1, 1988 to June 30, 1989 to $24.0 excess of $1.0
July 1, 1989 to June 30, 1990
July 1, 1990 to June 30, 1991 $24.0 excess of $1.0* plus
$25.0 excess of $50.0
July 1, 1991 to June 30, 1992 to $34.0 excess of $1.0* plus
July 1, 1996 to June 30, 1997 $25.0 excess of a minimum of $50.0
July 1, 1997 to June 30, 1998 $34.0 excess of $1.0* plus

$25.0 excess of a minimum of $50.0

$15.0 excess of $120.0 (optional layer)

July 1, 1998 to June 30, 1999 $34.0 excess of $1.0* plus

$30.0 excess of a minimum of $50.0 $20.0 excess of
$130.0 (optional layer)

July 1, 1999 to June 30, 2000 ** $34.0 excess of $1.0* plus

$30.0 excess of a minimum of $50.0 $20.0 excess of
$130.0 (optional layer)

July 1, 2000 to June 30, 2001 to July 1, $34.0 excess of $1.0* plus
2002 to June 30, 2003 ** $30.0 excess of a minimum of $50.0
$20.0 excess of $140.0 (optional layer)

CLLAS- page 2
Report on the Valuation of Policy Liabilities




D Dion Durrell

CLLAS HISTORICAL COVERAGE SUMMARY

Coverage Period Coverage Provided (in million $)

July 1, 2003 to June 30, 2004 to July 1, $34.0 excess of $1.0* plus

2005 to June 30, 2006 *** $30.0 excess of a minimum of $50.0
$20.0 excess of $140.0 (optional layer)

July 1, 2006 to June 30, 2007 to July 1, $34.0 excess of $1.0* plus

2007 to June 30, 2008 *** $30.0 excess of a minimum of $50.0

$20.0 excess of $140.0 (optional layer 1)

$20.0 excess of $160.0 (optional layer 2)

July 1, 2008 to June 30, 2009 to July 1, $34.0 excess of $1.0* plus

2009 to June 30, 2010 *** $30.0 excess of a minimum of $50.0

$20.0 excess of $140.0 (optional layer 1)
$10.0/20.0/30.0 excess of $160.0 (optional layer 2)
July 1, 2010 to June 30, 2011 *** $34.0 excess of $1.0* plus

$30.0 excess of a minimum of $50.0

$20.0 excess of $140.0 (optional layer 1)
$20.0/30.0/40.0 excess of $160.0 (optional layer 2)

*  The excess policies are endorsed to drop down to excess of $250,000 ($25,000 starting in 2008/2009) in certain instances
**  For Québec, all CLLAS coverage is provided in excess of a $5 million retention up to and including policy year 2002/2003
*** For Québec, for policy years 2003/2004 and after, CLLAS coverage is provided $25 million in excess of a $10 million retention

The policy limits presented above are also firm aggregate limits. As of July 1, 2002 the firm aggregate
limit on the first $5 million of coverage, inclusive of underlying, was set at $25 million. This was
reduced as of July 1, 2007 to $12 million and further reduced to $5 million as of July 1, 2008.

The umbrella layer of coverage ($30 million excess of a minimum of $50 million) is subject to an annual
aggregate of $60 million for all law firms combined. Coverage between the basic coverages described
above ($34 million excess of $1 million) and the minimum attachment point of $50 million of the
umbrella layer is not provided by CLLAS, but left to individual subscribers to arrange. As of July 1,
2008, CLLAS began offering an option of $10 million excess of $160 million, $20 million excess of
$160 million or $30 million excess of $160 million in optional layer 2. As of July 1, 2010, CLLAS
began offering an option of $20 million excess of $160 million, $30 million excess of $160 million or
$40 million excess of $160 million in optional layer 2.

Reinsurance

The coverage provided by CLLAS is divided into layers with varying amounts of proportional
reinsurance purchased in each layer. The size and the number of layers have varied over time.
Effective July 1, 2002, CLLAS retains 100% of its losses in the layer $4 million excess of $1 million.
In previous policy years the retained portion has been 50% in said layer. In addition, beginning July
1, 1989 reinsurance on the aggregate retention of CLLAS, after reflection of the proportional
reinsurance, has been purchased from Colchester Reinsurance Limited (“Colchester”). Colchester is
an unlicensed reinsurer which is domiciled in Barbados. The historical reinsurance arrangements are
summarized in Schedule 1.

Membership/Management Changes

The number of insured lawyers has increased from approximately 1,450 to 4,851 (including 55 patent
and trademark agents) from 1987 to 2010. There has been a slight decrease in the number of lawyers
insured by CLLAS since last year. Included in the 4,851 lawyers are 130 lawyers practicing in the
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US or the UK which are covered by the optional layers, but are not covered by the shared umbrella
layer. CLLAS has been managed by The Wyatt Company from its inception in 1987 up until late
1995 and by Dion Durrell + Associates Inc. thereafter.

To the best of my knowledge, there have not been any major changes in management policies and
philosophy in recent years. There have been no management changes in 2010.

Claims Administration/Reserving

Based on discussions with CLLAS management, claims administration and reserving practices are
generally consistent with prior years. CLLAS establishes its own claims reserves with
consideration for the reserves set by the Law Society of Upper Canada (LSUC) and other law
societies which offer the underlying compulsory program, as well as the circumstances of individual
claims. CLLAS reserves are monitored on an ongoing basis and are reviewed and modified on a
quarterly basis by CLLAS Claims Committee as deemed appropriate.

STANDARD OF MATERIALITY

I have selected a standard of materiality deemed to be appropriate under the circumstances.
In selecting this materiality level, | have given due consideration to:

the surplus position of CLLAS,

the value of the unpaid liabilities,

the potential impact of errors on future premium levels and retroassessments,
who the potential users of CLLAS' financial statements are, and

the overall level of materiality selected by the auditor.

The potential users of the CLLAS' financial statements include:

Q) regulators,
) management,
3 auditors, and
4) subscribers.

The level of materiality selected encompasses approximation errors as well as errors due to inaccurate
information.

The foregoing considerations have resulted in the selection of a level of materiality of $250,000, which
corresponds to approximately 0.2% of CLLAS’ assets and 0.6% of its net claims liabilities as of
December 31, 2010.
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CONDITIONS AND LIMITATIONS

In carrying out this valuation, | have relied on CLLAS’ financial records and | have verified the
consistency of the valuation data with the CLLAS financial records. | have asked CLLAS’ external
auditor, Deloitte & Touche:

@ to employ appropriate tests and sampling of CLLAS’s individual records to ensure accurate and
proper recording of premium, claim and asset information,

(b) to employ appropriate tests and sampling to ascertain that proper management controls are in
place to ensure the completeness of premium, claim and asset data, and

(©) to employ appropriate tests to ensure that our premium and claim data sets correspond in
aggregate to internal CLLAS reports.

I have received a satisfactory report from the auditors for the year ending December 31, 2010.
| am satisfied that the data utilized are reliable and sufficient for the valuation of these liabilities.

Policy liabilities are estimates. The ultimate liabilities will depend upon future contingent, and by
definition, uncertain events. Examples of such events include unanticipated changes in inflation, changes
to the legal system and judgements establishing precedents.

It must be recognized that the future emergence of loss and loss adjustment expenses may deviate from
our estimates by a significant margin. In estimating these liabilities, | have used procedures and
assumptions which, in my opinion, are reasonable and appropriate and | believe the resulting estimates
are reasonable given the information available.

SPECIFIC DISCLOSURE REQUIREMENTS

Annual Required Reporting to the Board or Audit Committee

I will meet with the audit committee on February 16, 2011 to present the results of this report. 1 met with
the audit committee on February 18, 2010 to present the December 31, 2009 results. | met with the audit
committee on February 20, 2009 to present the December 31, 2008 results.

New Appointment

I was appointed by the Board of Directors on December 9, 2008 replacing Liam McFarlane who resigned
on December 9, 2008. The regulator was notified of the new appointment on December 17, 2008.
Continuing Professional Development Requirements

I am in compliance with the Continuing Professional Development requirements of the Canadian
Institute of Actuaries.

Dynamic Capital Adequacy Testing (DCAT)

There is no requirement to complete a DCAT analysis for CLLAS.

CLLAS- page 5
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Disclosure of Compensation
| attest that all my direct and indirect compensation is derived using the following methodology:

Dion Durrell operates on a fee for service basis and hence the compensation that we receive from
CLLAS is a function of the time and personnel involved in the engagement.

I confirm that | have performed my duties without regard to my personal considerations or to any
influence, interest or relationship in respect to the affairs of my client or employer that might impair my
professional judgement or objectivity.

I confirm that my ability to act fairly is unimpaired, that there has been full disclosure of the
methodology used to derive my compensation to all known direct users of my services.

CLLAS- page 6
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PART 2 - EXPRESSION OF OPINION

I have valued the policy liabilities of the Canadian Lawyers Liability Assurance Society for its balance
sheet as at December 31, 2010 and their change in the statement of income for the year then ended in
accordance with accepted actuarial practice, including selection of appropriate assumptions and methods.
I am satisfied that the data utilized are reliable and sufficient for the valuation of these liabilities. |
verified the consistency of the valuation data with the company financial records.

The results of my valuation together with items from the Annual Return are as follows:

Carried in Actuary’s
Claim Liabilities Annual Return Estimate
(1) Direct unpaid claims and adjustment expenses $77,557,000 $77,557,000
(2) Assumed unpaid claims and adjustment expenses 0 0
(3) Gross unpaid claims and adjustment expenses $77,557,000 $77,557,000
(4) Ceded unpaid claims and adjustment expenses 33,176,000 33,176,000
(5) Other amounts to recover 0 0
(6) Other net liabilities 0 0
(7) Net unpaid claims and adjustment expenses (3)-(4)- $44,381,000 $44,381,000
()+(6)
Carried in Actuary’s
Annual Return Estimate
Premium Liabilities (Col. 1) (Col. 2)
(D) Gross_pollcy liabilities in connection with unearned $9,692,000
premiums
(2) Net policy liabilities in connection with unearned 4,535,000
premiums
(3) Gross unearned premiums $10,340,000
(4) Net unearned premiums 3,987,000
(5) Premium deficiency 548,000 548,000
(6) Other net liabilities 2,630,000 2,630,000
(7) Deferred policy acquisition expenses 0
(8) Maximum policy acquisition expenses deferrable $ 0
[(4)+(5)+(9lcot.1 — (Dcol2
(9) Unearned Commissions $ )
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In my opinion the amount of policy liabilities makes appropriate provision for all policyholders’
obligations and the annual return fairly presents the results of the valuation.

, FCIA February 9, 2011
Signature of Actuary Date opinion was rendered
Julie-Linda Laforce , FCIA
Printed name of Actuary
CLLAS- page 8
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PART 3 - COMPARISON OF ACTUAL EXPERIENCE WITH
EXPECTED EXPERIENCE

The expected experience represents the net ultimate loss projections as of December 31, 2001,
through December 31, 2009, and the actual experience represents the net ultimate loss projections as
of December 31, 2010. Exhibit XV shows both actual and expected experience net of proportional
reinsurance and of Stop-Loss reinsurance (i.e. Colchester).

Significant changes in net ultimate losses were observed in policy periods 2003/2004 and 2005/2006
through 2008/2009. In 2005/2006, 2006/2007 and 2008/2009 there were decreases of $1,292,000,
$1,619,000 and $2,102,000 respectively, as a result of favourable development. In 2003/2004 there was
an increase of $1,154,000 resulting from adverse experience driven by a new claim in the period. In
2007/2008 there was an increase of $863,000 due to an increase in case reserves on one claim in the
period.

There have been moderate changes in claims experience for other policy periods and an overall net
claims experience gain of $3,001,000 (i.e. -4.0% of prior year end estimate) has been realized in 2010 for
all policy periods combined.

CLLAS- page 9
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PART 4A - COMMENTARY - CLAIMS LIABILITIES, LIABILITIES IN
CONNECTION WITH UNEARNED PREMIUM AND OTHER
POLICY LIABILITIES

CLAIMS LIABILITIES

Considerations

The following were considered in estimating the claims liabilities:

Homogeneity/Credibility

The same coverage is offered to all subscribers. We consider the risk exposures of the CLLAS
subscribers to be homogeneous for estimating claims liabilities.

Given the excess nature of the coverage provided by CLLAS, claims experience is very limited. For that
reason, we have estimated IBNR reserves based upon anticipated future development of expected losses.

Frequency/Severity

Given the excess nature of the coverage provided by CLLAS, claims experience has been very volatile
from year to year.

Claims Runoff

As at December 31, 2010, there are a total of 44 claims with an incurred value of $162,486,000 that
exceed the $1,000,000 retention, consisting of gross case reserves of $16,482,000 and gross payments of
$146,004,000. At the end of 2009, there were 42 claims with an incurred value of $150,654,000 within
the CLLAS coverage layers, consisting of gross case reserves of $13,916,000 and gross payments of
$136,738,000. The development during 2010 was favourable.

Retention/Reinsurance

The 2010/2011 retentions have increased since 2009/2010 in the layers $7.5MM xs $5MM, $12.5MM xs
$12.5MM and $10MM xs $25MM. The details of the 2010/2011 retentions are provided in Schedule 1
of this report.

The 2010/2011 reinsurance arrangements were similar to those in place for 2009/2010. The details of the
current (2010/2011 policy period) and historical reinsurance arrangements are provided in Schedule 1 of
this report.

External Influences

I am not aware of any legal or regulatory changes or any precedents set in case law that would impact our
estimates.

CLLAS- page 10
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Marketing Strategy

There have been no changes in marketing strategy since CLLAS’ inception. The number of insured
lawyers is approximately the same as it was in the last valuation. Please note that in 2007, one firm
dissolved and continuous coverage has been provided to the lawyers of this firm that joined other
CLLAS firms in exchange for a lateral coverage premium. No adjustment has been made in our
valuation to reflect the potential reduction in exposure of CLLAS

Mix of Business

There has not been any material change in the mix of business since CLLAS' inception.

Claims Recording/Settlement

Claims recording and claims settlement practices during 2010 were consistent with historical practices.
The year-end cut-off date was December 31, 2010.

Reopened Claim Potential

Our analysis indicates that in the past no relevant reopening claim activity has taken place. | am not
aware of any precedent setting judicial opinions, liberalizing legislation or company procedures which
might affect the claims reopening potential.

Aggregate Limits

The aggregate limits of CLLAS' reinsurance with Colchester have changed at June 30, 1998 and
subsequently at June 30, 2002, June 30, 2005 and June 30, 2006 as described in detail in Part 4 —
Commentary — Reinsurance.

Collateral Sources

Case reserves used in this valuation are assumed to be net of salvage and subrogation. We are not aware
of any other collateral sources which might reduce the claims liabilities.

Pools and Associations

CLLAS does not participate in any voluntary or involuntary underwriting pools or associations.
Therefore, CLLAS is not subject to any liabilities from participation in any pools or associations.

Coverage Changes

For Québec, for policy years 2003/2004 and after, CLLAS coverage is provided in excess of a $10
million retention compared to a $5 million retention for policy years 1999/2000 to 2002/2003. Starting
in 2008/2009, coverage can drop down to $25,000 in certain instances compared to $250,000 in prior
policy periods. Starting in 2009/2010, optional layer 2 can also be purchased for $10M, $20M or $30M
in excess of $160M. Starting in 2010/2011, optional layer 2 can also be purchased for $20M, $30M or
$40M in excess of $160M. There have been no other coverage changes since my last valuation of
CLLAS.

Case Reserving Practices

CLLAS utilizes case reserves set by the law societies and reviews large claims. However it may, if
deemed appropriate, set reserves higher than the law societies for claims which have the potential of
piercing into CLLAS' coverage layers. The case reserving practices have been consistent over time.

CLLAS- page 11
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Regulatory Changes
I am not aware of any regulatory changes that would affect my valuation of CLLAS.

Harmonized Sales Tax

Effective July 1, 2010, the Ontario Retail Sales Tax ("ORST") was harmonized with the 5% federal
Goods and Services Tax ("GST"), resulting in a federally administered 13% Ontario harmonized sales
tax ("HST"), of which the Ontario portion is 8%. Similar changes took place in British Columbia. Due
to the nature of CLLAS’ business as an excess program which has few files with legal reserves, we have
considered the impact of the HST immaterial to our valuation.

Methodology and Assumptions - Losses and Loss Adjustment Expenses

In estimating the ultimate loss and allocated loss adjustment expense liabilities faced by CLLAS, | have
utilized methodologies consistent with last year. The data underlying our projections and estimates can
be found in Part 5 of this report.

The Incurred But Not Reported ("IBNR™) liabilities have been established using a Bornhuetter-Ferguson
approach, based upon expected losses for each coverage period, and an assumed claim emergence
pattern. The expected loss volumes have been estimated as the product of the exposure count (earned
lawyer years) and pure premiums (expected loss costs per lawyer).

Rating studies have been performed annually since 1995 and expected loss costs assumptions have been
revised from time to time. The last such rating study took place in early 2010 which led to revised
expected loss costs per lawyer for the period covering from July 1, 2010 through June 30, 2011. These
were used in my December 31, 2010 valuation. | have summarized below the revised and prior loss
costs per lawyer assumptions for each layer of proportional reinsurance.

Reinsurance Layer Expected Loss Costs Per Lawyer
(in million $) Prior Revised
$0.75 xs $0.25 $ 170 $ 156
$4.0 xs$1.0 1,685 1,598
$7.5 xs9$5.0 1,078 1,042
$12.5 x5 $12.5 844 838
$10.0 xs $25.0 373 367
$30.0 xs minimum $50.0 13 20
$20.0 xs $140.0 7 13
$10.0 xs $160.0 5 n/a
$20.0 xs $160.0 5 9
$30.0 xs $160.0 5 9
$40.0 xs $160.0 n/a 9
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The assumed claim emergence pattern has been derived using the observed development for lawyers
professional liability excess loss experience from a number of the law societies as a guide as shown
in Exhibit I1l. The loss development patterns were revised based upon the indications from
Exhibit 11l. The selected developments and resulting IBNR factors are shown below.

Duration
(in months) Loss Development Factor IBNR Factor

6 13.655 0.927
18 6.585 0.848
30 2.600 0.615
42 1.865 0.464
54 1.365 0.267
66 1.125 0.111
78 1.075 0.070
90 1.050 0.048
102 1.050 0.048
114 1.035 0.034
126 1.015 0.015
138 1.008 0.007
150+ 1.000 0.000

The assumed claim payout pattern has been derived using the observed payout for lawyers professional

liability excess loss experience from a number of the law societies as a guide. The selected payout

pattern is shown below.

Duration
(in months) Payout %

0 2%
12 10%
24 5%
36 8%
48 15%
60 15%
72 10%
84 10%
96 4%
108 3%
120 3%
132 3%
144 3%
156 3%
168 2%
180 2%
192 2%
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I have established the liabilities for unallocated loss adjusting expenses at 3.45% of the gross indemnity
and legal expense liabilities and have assumed that all ULAE costs would be retained by CLLAS. |
selected a factor of 3.45% based on an analysis of unallocated loss adjustment expenses provision and
gross outstanding liabilities. It should be noted that ULAE represents solely CLLAS internal claims
management expenses.

The derivation of the ULAE % as shown in Exhibit IV — Page 1 is based upon the following key
assumptions:

e Estimated internal claims management expenses equal to $604,000 in 2011.

e Indexing of such expenses at 3% a year in future years.

e The portion of such annual expenses related to the outstanding claims liabilities as of December 31,
2010 will decrease at an annual rate of 1/7 per year from 2011 to 2017.

The ULAE provision resulting from the above assumptions represents, as indicated in Exhibit IV — Page
1, 3.43% of the gross case reserves and IBNR provision as of December 31, 2010. A 3.45% assumption
was selected to determine the ULAE provision as of December 31, 2010. As shown in Exhibit VI, such
provision amounts to $2,584,000 (i.e. $569,000 based on gross case reserves plus $2,015,000 based on
gross IBNR).

Exhibits V, VI, and VII show the ground-up incurred loss amounts as well as the impact of proportional
reinsurance, aggregate reinsurance (i.e. Colchester), uncollectible reinsurance amounts and unallocated
loss adjustment expenses.

Exhibit VII shows the net CLLAS losses after consideration of all of the above elements.

Exhibit VI shows CLLAS net outstanding liabilities. Such net outstanding liabilities amount to
$42,801,000 including the ULAE component (i.e. case reserves of $13,357,000 and an IBNR provision
of $29,444,000).

Impact of Changes in Methodology and Assumptions on Reserve Estimates

The changes in assumptions implemented in my December 31, 2010 valuation resulted in a total increase

in net undiscounted liabilities of $9,000. There was no change in methodology from the previous year’s
valuation.
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Expected Ultimate Loss Ratios

The ultimate loss ratio history, based on my estimates of ultimate losses and loss adjustment expenses in
recent years, is as follows:

Policy Ultimate Loss & LAE Ratio
Period Gross Basis Net Basis
1987/1988 0% 0%
1988/1989 0% 0%
1989/1990 0% 0%
1990/1991 85% 153%
1991/1992 172% 428%
1992/1993 7% 0%
1993/1994 679% 1510%
1994/1995 181% 142%
1995/1996 64% 97%
1996/1997 0% 0%
1997/1998 0% 0%
1998/1999 187% 76%
1999/2000 71% 65%
2000/2001 8% 8%
2001/2002 128% 56%
2002/2003 @ 43% 119%
2003/2004 © 177% 101%
2004/2005 14% 35%
2005/2006 14% 23%
2006/2007 31% 53%
2007/2008 60% 110%
2008/2009 45% 56%
2009/2010 2% 95%
2010/2011 78% 103%
Total 71% 73%

(@) July 1 to June 30, except for 2010/2011 which is July 1 to December 31, 2010.
) Excluding reinsurance premium liability of $(91,754)

3) Excluding reinsurance premium liability of $2,721,575

(4) Excluding unallocated loss adjustment expenses

The details of the previous table’s calculations are summarized in Exhibit V111, page 1.

Please note that the above calculations do not reflect the $7,000,000 retro-assessment called at
December 31, 1996 and the $1,600,000 retro-assessment called at June 30, 1998. If such retro-
assessments are included in the above calculation a total loss ratio of 69% and 67% would result on a
gross and net basis respectively.
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PROVISION FOR ADVERSE DEVIATION - CLAIMS LIABILITIES

Introduction

The Consolidated Standards of Practice — Specific Standards for Insurance, Section 2250 of the Canadian
Institute of Actuaries (CIA) provides explicit guidance for the setting of the provision for adverse
deviation associated with claims liabilities.

There are three major valuation variables in any property and casualty insurance valuation. Associated
with each of these variables the CIA has established a recommended range of low and high margins
which varies with the uncertainty of the variable.

The variables involved and the range of margin for each is shown below:

Variable Margin
1. Claims Development Low margin:  2.5% of discounted liabilities
High margin:  20.0% of discounted liabilities
2. Reinsurance Recovery Low margin:  0.0% of discounted liabilities
High margin:  15.0 % of discounted liabilities
3. Interest Rate Low margin: 25 basis points (0.25%)
High margin: 200 basis points (2.0%)

Evaluation of these margins can be found in Exhibit X, page 1.

Valuation Variables

Claim Development Variable

The liabilities are long tailed, which require a number of years of development before a precise picture of
the ultimate liabilities can be obtained. In addition since the coverage is excess of loss it is also subject to
a high degree of variability. As a result of these considerations I have selected a margin for claim
development of 10.0%, which is at the medium to high end of the recommended range.

The total margin for net claim development is calculated at $3,778,000 and is shown in Exhibit X,
page 7.

Reinsurance Recovery Variable

Except for Walbrook, all CLLAS proportional reinsurers are believed to be in sound financial condition.
All have an A.M. Best Rating of A- or better except for Unionamerica which has not been rated by rating
agencies since January 2001, the time at which the company was placed into run-off. Unionamerica
assumes 4.02% of layer $7.5 million xs $5.0 million and 1.36% of layer $12.5 million xs $12.5 million in
policy periods 1998/1999 to 2000/2001. Additionally, there was a dispute over a 2003/2004 claim with
ACE, the lead reinsurer on the first two reinsurance layers prior to July 1, 2006. ACE has signalled that
it might become difficult on other files as it will be requiring consent prior to claim settlement, which is
contrary to the reinsurance contract. This is being addressed by management on a claim-by-claim basis.
After discussion with management, we do not believe that this affects the potential recovery on claims.
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Given that a material amount of ceded liabilities are also with unlicensed reinsurers, | have selected a
margin of 5.0% ($1,530,000) for the reinsurance recovery variable. This selection remains unchanged
from 2009. The calculation of this margin is also shown in Exhibit X, page 7.

Interest Rate Variable

The investment portfolio is mainly comprised of government bonds of durations of up to 10 years and
treasury bills which are all of high quality. Due to the high quality of investment holdings, we believe
the risk of asset default is low. A discount rate of 2.7% was selected based on the yield of the company’s
bond portfolio as at December 31, 2010. The basis upon which this selection was made can be found on
Exhibit IX. This is a decrease of 0.2% from the discount rate used in the previous valuation. The yield
reflects the market value of bonds since CLLAS has classified its bond portfolio as available-for-sale.

However, since the bulk of liabilities arise from excess of loss coverage, the length and predictability of
the claim payment patterns means that it is difficult to perfectly match investments with claims
payments. | have therefore selected a margin of 75 basis points (0.75%) on the interest rate variable
which has resulted in the selection of a margin of $1,289,000. The calculation of this margin is also
shown in Exhibit X, page 7.

Summary
The total margin on the variables comprising the provision for adverse deviation is $6,597,000.

Therefore, the final actuarial liabilities can be summarized as follows:

(1)  Discounted Outstanding Claims Liabilities at December 31, 2010 $37,784,000
2 Provision for Adverse Deviation 6,597,000
(3)  Discounted Outstanding Claims Liabilities plus Provision for Adverse Deviation” $44,381,000

*  OQutstanding claims liabilities are equal to the discounted outstanding liabilities plus the provision for adverse
deviation as per the Canadian Institute of Actuaries standard of practice.

Exhibit X111 also shows a summary of the net undiscounted and discounted (including the provision for
adverse deviation) claims liabilities.
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SUMMARY OF CLAIMS LIABILITIES

Gross, Ceded and Net Basis

The unpaid claims and claims adjustment expenses on a gross, ceded and net basis are summarized as

follows:
Case Reserves IBNR " Total Unpaid
Gross Losses $ 16,482,000 $ 61,075,000 $77,557,000
Ceded Losses (3,125,000) (30,051,000) (33,176,000)
Net Losses $ 13,357,000 $31,024,000 $44,381,000

/1 Including ULAE and the full impact of discounting and PFAD

Subsequent Events

I am not aware of any significant event after the December 31, 2010 valuation date which would

materially affect the results of my valuation.

Reconciliation with Annual Return

Reconciliation of claims liabilities reported in the Annual Return to the actuary's estimate:

Source

1) Net unpaid claims reported by CLLAS
2) Actuary's estimate of recoverable

B O+

(4) Actuary's estimate of gross unpaid claims
(5) Redundancy (deficiency) (3) - (4)

$44,381,000
33,176,000
$77,557,000
77,557,000
$ 0

Annual Return
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POLICY LIABILITIES IN CONNECTION WITH UNEARNED PREMIUM

Considerations

The liabilities in connection with unearned premium are based upon the review of the following
considerations:

Rate History

Summarized below is the rate per lawyer charged by CLLAS since 1987:

Policy Period Average Premium Rate Per Lawyer
July 1, 1987 to June 30, 1988 $ 3,000
July 1, 1988 to June 30, 1989 2,000
July 1, 1989 to June 30, 1990 1,800
July 1, 1990 to June 30, 1991 1,800
July 1, 1991 to June 30, 1992 1,800
July 1, 1992 to June 30, 1993 1,800
July 1, 1993 to June 30, 1994 1,800
July 1, 1994 to June 30, 1995 1,950
July 1, 1995 to June 30, 1996 2,300
July 1, 1996 to June 30, 1997 3,000
July 1, 1997 to June 30, 1998 3,000
July 1, 1998 to June 30, 1999 4,350
July 1, 1999 to June 30, 2000 4,305
July 1, 2000 to June 30, 2001 4,180
July 1, 2001 to June 30, 2002 4,116
July 1, 2002 to June 30, 2003 3,881
July 1, 2003 to June 30, 2004 4,663
July 1, 2004 to June 30, 2005 5,089
July 1, 2005 to June 30, 2006 5,180
July 1, 2006 to June 30, 2007 6,812
July 1, 2007 to June 30, 2008 5,540
July 1, 2008 to June 30, 2009 4,945
July 1, 2009 to June 30, 2010 4,800
July 1, 2010 to June 30, 2011 4,299

Also, as of December 31, 1996, CLLAS has called a retro-assessment of $7,000,000 payable by its
subscribers in ten instalments of $700,000 over the following five years starting on July 1, 1997. The
premium rate for 1997/1998 through 2001/2002 includes a provision for this retro-assessment. The
1998/1999 through 2001/2002 premium rate also includes a provision for the $1,600,000 retro-
assessment called on June 30, 1998 which is payable over a four year period starting on July 1, 1998.
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Since 1998/1999 the premium rate is inclusive of a surplus contribution which has varied from year to
year.

Frequency/Severity Trends

Coverage provided by CLLAS is expected to give rise to a combination of low frequency/high severity
claims. Given the small volume of claims experience to date, frequency/severity trends are subject to
high degree of volatility.

External Influences

I am not aware of any legal or regulatory changes or precedents set in case law expected to have a
material impact on the future cost of claims.

Reinsurance Arrangements

The types of reinsurance arrangements, their conditions and retention levels applicable to the unexpired
portion of the policies in force are similar to those currently in force.

Premium Collection

I am not aware of any premium collectability problems. This was confirmed by CLLAS management.

Seasonality of Losses

I am not aware of any variations in the frequency or severity of claims caused by seasonality. Therefore,
the loss exposure arising from policies currently in force is not expected to be subject to seasonal
variation.

Coverage Changes

I am not aware of any coverage change which could affect the claim costs arising from the unexpired
portion of the business in force.

Unearned Premiums

Unearned premiums are computed using the daily pro rata method. The gross and net unearned
premiums as of December 31, 2010 are $10,340,000 and $3,987,000 respectively.

Doubtful Reinsurance Accounts

There was an on-going dispute with several reinsurers regarding the recoveries pertaining to claim
number 2004-194, however, the dispute has been resolved in CLLAS’ favour. | have reviewed and
discussed all other reinsurance collectibles with management and am satisfied that all other reinsurance is
collectible.

Summary of Liabilities in Connection with Unearned Premium

The liabilities in connection with unearned premiums are computed in Exhibit XI. Summarized below
are the variables used in the calculation of the liabilities.
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Ultimate Loss Ratio History

| have estimated the expected loss ratio using on-level premiums and trended ultimate losses as shown in
Exhibit VIII page 2.

Unallocated Loss Adjusting Expenses

The unallocated loss adjusting expenses as a percentage of losses is selected in Exhibit IV —Page 1. A
3.45% ratio is used for liabilities in connection with unearned premium for a total of $321,000.
Policyholder Service Costs

I have selected 3.0% of premiums as the policyholder servicing costs for a total of $310,000. This is
based on 1/3 of the ratio of selected general expenses to gross earned premium subject to a maximum of
5.0% and a minimum of 3.0%.

Investment Return on Unearned Premiums

Based upon the same reasons as applicable for claims liabilities, a 2.7% rate of return has been used to
calculate expected investment return on unearned premiums. The resulting income is $27,000.

Change in Reinsurance Costs

Because the policy and reinsurance contract dates are the same, there is no applicable change in
reinsurance cost amount.

After application of all these considerations the resulting liabilities were then discounted and the
Provision for Adverse Deviation was added, per the CIA standard of practice, as illustrated later in this
section. The final gross liabilities in connection with unearned premium are $9,692,000 and the final net
liabilities in connection with unearned premium are $4,535,000.

Premium Deficiency

The premium deficiency reserve as at December 31, 2010 is $548,000 as show in Exhibit X1 — Page 1.

Deferred Policy Acquisition Expense

Using the net liabilities in connection with unearned premiums stated above, the maximum allowable
deferred policy acquisition expense is found to be $0. CLLAS’ deferred expenses at December 31, 2010
are $0.

PROVISION FOR ADVERSE DEVIATION - LIABILITIES IN CONNECTION WITH
UNEARNED PREMIUM

Introduction
As previously stated in connection with claims liabilities the CIA standard of practice with respect to
Provision for Adverse Deviations also applies to liabilities in connection with unearned premiums.

The variables involved and the range of margins are the same as shown previously in the section on
provision for adverse deviation in connection with claims liabilities.
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Valuation Variables

Claim Development Variable

We have selected a margin similar to that chosen in the section on provision for adverse deviation for
claim liabilities. The margin for net claim development has been selected at 10.0% ($351,000). The
calculation of this margin is shown in Exhibit XI, page 3.

Reinsurance Recovery Variable

We have selected a margin of 5.0% ($236,000) for the reinsurance recovery variable. This selection is
similar to that chosen in the section on provision for adverse deviation for claim liabilities. The
calculation of this variable is also shown in Exhibit XI, page 3.

Interest Rate Variable

For reasons similar to those outlined in the claims liabilities section, a margin of 75 basis points (0.75%)
has been selected for the interest rate variable. This has resulted in the selection of a margin of $151,000.
The calculation of this margin is also shown in Exhibit XI, page 3.

Summary

The total margin on the variables comprising the provision for adverse deviation is $738,000. Therefore,
the final actuarial liabilities can be summarized as follows:

(1) Discounted Claims Liabilities in connection with Unearned Premiums

at December 31, 2010 $3,513,000
(2) Provision for Adverse Deviation 738,000
(3) Discounted Claims Liabilities in connection with Unearned Premiums plus $4,251,000

Provision for Adverse Deviation”

*  Claims liabilities are equal to the discounted claims liabilities plus the provision for adverse deviation as per the Canadian Institute of
Actuaries standard of practice.

Reconciliation with Annual Return

Reconciliation of policy liabilities reported in the Annual Return to the actuary's estimate:

Source
(1) Net unearned premiums reported by CLLAS $3,987,000 Annual Return
(2 Other liabilities reported by CLLAS 0 Annual Return
3) Deferred policy acquisition expense reported by CLLAS 0 Annual Return
4) (W+®@-@) $3,987,000
(5) Actuary's estimate of net policy liability 4,535,000
(6) Margin (deficiency) ((4) - (5)) ($548,000)
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PART 4B - COMMENTARY - OTHER ACTUARIAL LIABILITIES

As at December 31, 2010, CLLAS has a premium liability of $2,442,000 in connection with its
proportional reinsurance arrangements for policy years 2002/2003 and 2003/2004. The agreements
specify that the total deposit premium is to be adjusted from inception and annually thereafter and is to
be calculated at 100/70ths of the total of all known incurred liabilities in respect of the aggregate of
claims covered in the layer $7.5MM in excess of $5.0MM. The agreements also specify that the total
deposit premium is to be adjusted from inception and annually thereafter and is to be calculated at
100/75ths of the total of all known incurred liabilities in respect of the aggregate of claims covered in the
layer $12.5MM in excess of $12.5MM. The detail of the calculation of this liability is shown in Exhibit
XIl.

In addition to this provision, CLLAS also has a $188,000 liability from amounts previously received
(through yearly adjustments) from it reinsurers in respect of the agreements stated above.

The premium adjustment provision in these arrangements has been discontinued from policy year
2004/2005 onwards.
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PART 4C - COMMENTARY - REINSURANCE

DESCRIPTION OF REINSURANCE ARRANGEMENTS

The reinsurance arrangements are summarized as follows:

Proportional Reinsurance

CLLAS has had proportional reinsurance arrangements since inception. Reinsurance ceded is on a
claims made basis. CLLAS coverage is divided into various layers and a certain proportion in each layer
is ceded to different reinsurers. CLLAS is also retaining a variable proportion of each layer.

Aggregate Reinsurance

CLLAS has arranged since July 1, 1989 aggregate reinsurance with Colchester which is applicable to its
retention after reflection of proportional reinsurance.

The above reinsurance arrangements are summarized in Schedule 1.

In June 1996, the following changes were made to CLLAS non-proportional reinsurance arrangements
with Colchester retrospectively for the policy periods 1993/1994 to 1995/1996 and for future policy
periods unless the arrangement is terminated by either CLLAS or Colchester.

. As per the initial reinsurance terms, CLLAS’ non-proportional reinsurer was assuming the first
$3,000,000 of CLLAS net of proportional aggregate retention. As a result of the June 1996
amendments, CLLAS assumes the first $250,000 of this $3,000,000 aggregate retention.

. The initial premium paid by CLLAS for each of these policy periods is subject to an adjustment,
plus or minus, if actual losses are above or below a permissible loss ratio of 70%.

° The additional premium payable is subject to a maximum of 25% of the initial (deposit)
premium, while the return premium is subject to a maximum of 10% of the initial premium.

. Any premium payable which is in excess of the 25% maximum adjustment is carried forward to
subsequent policy periods, unless the retrospective rating arrangement is terminated by either
CLLAS or Colchester. Similarly any premium receivable by CLLAS, which is in excess of the
maximum 10% adjustment, is carried forward to the subsequent policy periods.

o The first retrospective premium adjustment is made 24 months after the expiration of each policy
period on the basis of the losses paid at the time of the adjustment and subsequent adjustments
are made annually thereafter.
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However, in June 1998 the reinsurance arrangements between CLLAS and Colchester have again been
modified as follows:

. The retrospective rating arrangement applicable to policy years 1993/1994 to 1997/1998 has
been terminated. As a result any premium liability arising from such arrangement as of
June 30, 1998 has been eliminated.

. Also the deficit carry-forward of $3,733,000 as of December 31, 1997 under such retrospective
rating arrangement has been eliminated as of June 30, 1998.

. For the 1998/1999 policy period CLLAS will retain the first $3,300,000 of its net of proportional
aggregate retention instead of $250,000 and Colchester will assume $4,700,000 excess of
CLLAS new $3,300,000 aggregate retention after proportional reinsurance.

. CLLAS will also assume $6,000,000 excess of $8,000,000 of its aggregate retention after
proportional reinsurance.

) Colchester will continue to assume $14,000,000 excess of $14,000,000 of CLLAS retention after
proportional reinsurance.

o It was also agreed between CLLAS and Colchester that the revised 1998/1999 reinsurance
arrangements would apply retroactively to fiscal year 1995/1996.

On June 30, 2003, the reinsurance arrangements between CLLAS and Colchester have been modified as
follows:

o For the 2002/2003, 2003/2004 and 2004/2005 policy periods CLLAS retains the first $5,500,000
of its net proportional aggregate losses. Colchester assumes $7,500,000 in excess of CLLAS’
$5,500,000 aggregate retention after proportional reinsurance. CLLAS also retains $7,000,000
of its net proportional aggregate losses in excess of the underlying $13,000,000 net of
proportional reinsurance and Colchester assumes losses in the layer $20,000,000 excess of
$20,000,000.

On June 30, 2005, the reinsurance arrangements between CLLAS and Colchester have been modified as
follows:

. For the 2005/2006 policy period CLLAS retains the first $5,500,000 of its net proportional
aggregate losses. Colchester assumes $9,500,000 in excess of CLLAS’ $5,500,000 aggregate
retention after proportional reinsurance. CLLAS also retains $5,000,000 of its net proportional
aggregate losses in excess of the underlying $15,000,000 net of proportional reinsurance and
Colchester assumes losses in the layer $20,000,000 excess of $20,000,000.
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On June 30, 2006, the reinsurance arrangements between CLLAS and Colchester have been modified as
follows:

o For the 2006/2007 through 2008/2009 policy periods CLLAS retains the first $15,000,000 of its
net proportional aggregate losses. Colchester assumes $5,000,000 in excess of CLLAS’
$15,000,000 aggregate retention after proportional reinsurance. Colchester also assumes losses
in the layer $20,000,000 excess of $20,000,000.

On June 30, 2008, the reinsurance arrangements between CLLAS and Colchester have been modified as
follows:

° Starting in policy period 2008/2009, CLLAS’ retention of $250,000 to which claims would
“drop down” and attach to in certain instances has been reduced to $25,000. However,
Colchester does not assume the additional exposure between $25,000 and $250,000.

On June 30, 2009, the reinsurance arrangements between CLLAS and Colchester have been modified as
follows:

. For 2009/2010 onwards, CLLAS retains the first $15,000,000 of its net proportional aggregate
losses. Colchester assumes $10,000,000 in excess of CLLAS’ $15,000,000 aggregate retention
after proportional reinsurance. Colchester also assumes losses in the layer $15,000,000 excess
of $25,000,000.

RECOVERABLE AMOUNTS FROM REINSURERS

The amounts assumed to be recoverable from reinsurers in the calculation of the net policy liabilities are

as follows:
Claim Liabilities $33,176,000
Unearned Premium $5,157,000
Total $38,333,000

UNUSUAL PROBLEMS OR DELAYS

I have discussed reinsurance matters with the management and the external auditor of CLLAS regarding
whether there are unusual problems and/or delays expected to be encountered in the collection of
amounts from the reinsurers. | have specifically discussed the following situations with the management
and the external auditor with respect to proportional reinsurers.

° A reinsurance contract or cover note is not signed.

° A dispute has arisen with a reinsurer.

. A reinsurer that has a history of not settling accounts properly.

. A reinsurer's experience under a treaty is so bad or other circumstance exists that cause there to
be a high probability that the reinsurer will deny liability.

. A reinsurer that is known to have been the subject of regulatory restrictions in its home
jurisdiction.

. Insolvent reinsurers.
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A dispute with reinsurers on claim 2004-194 has been going on for many years. This dispute was
resolved in CLLAS’ favour in January 2011 and outstanding recoverables are being paid to CLLAS. On
the same claim file, there is a dispute with an excess insurer which is on-going due to a disagreement of
whether a March 2010 settlement is related to prior settled matters. If these matters are related, CLLAS’
$35,000,000 aggregate limit is exhausted and the balance of the settlement, approximately $4,600,000, is
the responsibility of the excess insurer. If these matters are unrelated, the issue which was settled in
March 2010 will constitute a new claim in the same policy year (i.e. 2003/2004), and CLLAS would
experience a $4,000,000 loss on its primary policy. The potential for this $4,000,000 loss is not reflected
in CLLAS’ case reserves. The matter went to arbitration in the last week of January 2011, and a decision
is expected within three to four weeks thereafter. A few reinsurers in the upper layers have held off on
settling reimbursement requests on related settlements pending the outcome of these disputes. | am
monitoring this closely and have discussed the situation with management. | do not feel it is necessary to
make additional provisions at this time.

TRC, a long time reinsurer of CLLAS, appears to be raising the number of claims issue on claim files as
a matter of course. This is being addressed by management on a claim-by-claim basis.

ACE, the lead reinsurer on the first two reinsurance layers prior to July 1, 2006 has signalled that it might
become difficult on other files as it will be requiring consent prior to claim settlement, which is contrary
to the reinsurance contract. This is being addressed by management on a claim-by-claim basis.

As stated earlier in this report, all CLLAS proportional reinsurers are believed to be in sound financial
condition. All have an A.M. Best Rating of A- or better except for Unionamerica which has not been
rated by rating agencies since January 2001, time at which the company was placed into run-off.
Unionamerica assumes 4.02% of layer $7.5 million xs $5.0 million and 1.36% of layer $12.5 million xs
$12.5 million in policy periods 1998/1999 to 2000/2001.

I am not aware of the existence of any of the above situations or unusual problems or delays which could
affect the collection of amounts recoverable from other proportional reinsurers.

Based on my review of the reinsurance agreements in place for the business underwritten by CLLAS,
and my discussions with management, to the best of my knowledge, there are no material financial
reinsurance agreements.

COLCHESTER REINSURANCE LIMITED

Colchester is an off-shore captive reinsurer domiciled in Barbados. The shareholders of Colchester are
thirteen Toronto based legal firms or their related service corporations. Those thirteen shareholders are
unrelated to each other. However, each of Colchester’s shareholders is, or is related to, one of CLLAS’
fourteen subscribers.

Since July 1, 1989 Colchester has provided aggregate reinsurance to CLLAS. The terms of the current
aggregate reinsurance arrangements provided to CLLAS are described in Schedule I. As far as | am
aware, Colchester does not provide reinsurance to any other entity than CLLAS.
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PART 5 - DATABASE AND EXHIBITS

This section contains the database summary and exhibits used in the current valuation.

RECONCILIATION

A reconciliation of the claims data used in this valuation with CLLAS' records was performed. | am
satisfied that no material data was omitted. The details of my reconciliation are as follows:

Gross Paid Gross Case Reserves
at 12/31/2010 at 12/31/2010
(1) Reported in CLLAS' financial records $146,004,000 $16,482,000
(2) Reported in claim bordereaux 146,004,000 16,482,000
(3) Difference $ 0 $ 0
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LIST OF SCHEDULES

Schedule 1 CLLAS Reinsurance Arrangements

LIST OF EXHIBITS

Exhibit | Page 1 Cumulative Paid Losses and ALAE - Gross Basis

Exhibit | Page 2 Case Reserves - Gross Basis

Exhibit | Page 3 Incurred Losses - Gross Basis

Exhibit | Page 4 Cumulative Number of Claims Reported - Gross Basis

Exhibit | Page 5 Number of Claims Open - Gross Basis

Exhibit | Page 6 Cumulative Paid Losses and ALAE - Net Basis

Exhibit | Page 7 Case Reserves - Net Basis

Exhibit | Page 8 Incurred Losses - Net Basis

Exhibit | Page 9 Cumulative Number of Claims Reported - Net Basis

Exhibit | Page 10 Number of Claims Open - Net Basis

Exhibit 11 IBNR - Reflecting Proportional Reinsurance

Exhibit HI Indicated Loss Development Factors for Losses in Excess of Various per
Occurrence Retentions

Exhibit IV Determination of the Provision for Unallocated Loss Adjustment Expenses

Exhibit V Gross and Net of Proportional Experience

Exhibit VI Aggregate and Net of Aggregate Experience

Exhibit V11 Net Experience

Exhibit VIII Gross and Net Loss and Loss Adjustment Expense Ratio

Exhibit IX Investment Portfolio Valuation & Selection of Discount Rate

Exhibit X Provision for Adverse Deviation — Claims Liabilities

Exhibit X1 Page 1 Premium Liabilities

Exhibit XI Page 2 Provision for Adverse Deviation — Gross Liabilities in Connection with
Unearned Premium

Exhibit X1 Page 3 Provision for Adverse Deviation — Net Liabilities in Connection with
Unearned Premium

Exhibit XI1I Premium Liability

Exhibit X111 Summary of Net Undiscounted and Net Discounted Claims Liabilities

Exhibit X1V Summary of Net Outstanding Liabilities and Provision for Adverse Deviation
by Year

Exhibit XV Comparison of Net Actual Experience with Net Expected Experience from
the December 31, 2001 through December 31, 2010 Valuations

Exhibit XVI Unpaid Claims and Loss Ratio Analysis Exhibit
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PART 6 - DATA RELIABILITY AND CONSISTENCY

DATA
I have relied on the following data provided by CLLAS as at December 31, 2010:

Individual claims transaction data.
Reinsurance ceded to all the reinsurers.
Written premiums.

Number of lawyers insured.

Draft financial statements.

RELIANCE AND VERIFICATION

I have relied on those data in the preparation of this report. | have not audited such data except to
observe its consistency with prior years and to perform those checks necessary to satisfy myself that the
information provides a reliable and sufficient basis for estimating the ultimate policy liabilities.

I have performed a reconciliation of the claims and premium data used in this valuation with the CLLAS'
records and am satisfied that no material data was omitted. The details of my reconciliation can be found
in Part 5 of this report.

I have relied on the external auditor of CLLAS, Deloitte & Touche, to verify the accuracy of CLLAS'
records. | have received assurance from the external auditor that CLLAS’ data is complete.

Policy liabilities are estimates. Future emergence of loss and loss adjustment expenses may differ from
our estimates. In estimating these liabilities, | have used procedures and assumptions that I believe are
reasonable and appropriate, given the data available.
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SCHEDULE 1—CLLAS REINSURANCE ARRANGEMENTS

Proportional Basis
Portion Reinsured with:

Fiscal Layer Retained Registered Unregistered
Period (in million $) Portion Companies Companies
7/1987 - 6/1988 $4.4 xs $0.6 50.00% 0.00% 50.00%
$5.0 xs $5.0 8.00% 78.16% 13.84%
$15.0 xs $10.0 16.00% 53.50% 30.50%
7/1988 - 6/1989 $4.0 xs $1.0 50.00% 0.00% 50.00%
$5.0 xs $5.0 8.00% 74.90% 17.10%
$15.0 xs $10.0 17.33% 54.38% 28.29%
7/1989 - 3/1990 $4.0 xs $1.0 50.00% 0.00% 50.00%
$5.0 xs $5.0 8.00% 75.87% 16.13%
$15.0 xs $10.0 17.33% 62.51% 20.16%
4/1990 - 6/1990 $4.0 xs $1.0 50.00% 27.50% 22.50%
$5.0 xs $5.0 8.00% 75.87% 16.13%
$15.0 xs $10.0 17.33% 68.13% 14.54%
7/1990 - 6/1991 $4.0 xs $1.0 50.00% 50.00% 0.00%
$5.0 xs $5.0 8.00% 81.10% 10.90%
$15.0 xs $10.0 17.33% 74.49% 8.18%
$25.0 xs $50.0 0.00% 79.55% 20.45%
7/1991 - 6/1992 $4.0 xs $1.0 50.00% 50.00% 0.00%
$7.5 xs $5.0 20.00% 71.50% 8.50%
$12.5 x5 $12.5 18.00% 72.52% 9.48%
$10.0 xs $25.0 12.50% 87.50% 0.00%
$25.0 xs $50.0 0.00% 79.75% 20.25%
7/1992 - 6/1993 $4.0 xs $1.0 50.00% 50.00% 0.00%
$7.5xs$5.0 20.00% 71.60% 8.40%
$12.5 x5 $12.5 18.00% 75.34% 6.66%
$10.0 xs $25.0 12.50% 87.50% 0.00%
$25.0 xs $50.0 0.00% 89.81% 10.19%
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Proportional Basis cont’d

Fiscal
Period

7/1993 - 6/1994

7/1994 - 6/1995

7/1995 - 6/1996

7/1996 - 6/1997

7/1997 - 6/1998

CLLAS

Layer
(in million $)

$4.0 xs $1.0
$7.5xs $5.0
$12.5 xs $12.5
$10.0 xs $25.0
$25.0 xs $50.0

$4.0 xs $1.0
$7.5xs $5.0
$12.5 xs $12.5
$10.0 xs $25.0
$25.0 xs $50.0

$0.75 xs $0.25
$4.0 xs $1.0
$7.5xs $5.0
$12.5 xs $12.5
$10.0 xs $25.0
$25.0 xs $50.0

$0.75 xs $0.25
$4.0 xs $1.0
$7.5xs $5.0
$12.5 xs $12.5
$10.0 xs $25.0
$25.0 xs $50.0

$0.75 xs $0.25
$4.0 xs $1.0
$7.5 x5 $5.0
$12.5 xs $12.5
$10.0 xs $25.0
$25.0 xs $50.0
$15.0 xs $120.0

Retained
Portion

50.00%
20.00%
18.00%
12.50%

0.00%

50.00%
20.00%
18.00%
12.50%

0.00%

100.00%
50.00%
20.00%
18.00%
12.50%

0.00%

100.00%
50.00%
20.00%
18.00%
12.50%

0.00%

100.00%
50.00%
20.00%
18.00%
12.50%

0.00%
0.00%

Portion Reinsured with:

Registered
Companies

50.00%
73.62%
75.44%
87.50%
86.41%

44.58%
74.93%
76.30%
87.50%
85.48%

0.00%
42.35%
75.21%
77.41%
81.80%
88.12%

0.00%
42.94%
75.22%
77.97%
81.80%
87.74%

0.00%
42.94%
74.34%
77.97%
79.03%
87.17%
89.02%

Unregistered
Companies

0.00%
6.38%
6.56%
0.00%
13.59%

5.42%
5.07%
5.70%
0.00%
14.52%

0.00%
7.65%
4.79%
4.59%
5.70%
11.88%

0.00%
7.06%
4.78%
4.03%
5.70%
12.26%

0.00%
7.06%
5.66%
4.03%
8.47%
12.83%
10.98%
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Proportional Basis cont’d

Fiscal
Period

7/1998 - 6/1999

7/1999 - 6/2000

7/2000 - 6/2001

7/2001 - 6/2002

712002 - 6/2003

CLLAS

Layer
(in million $)

$0.75 xs $0.25
$4 xs $1.0
$7.5xs $5.0
$12.5xs $12.5
$10 xs $25
$30 xs $50
$20 xs $130

$0.75 xs $0.25
$4 xs $1.0
$7.5 x5 $5.0
$12.5 xs $12.5
$10 xs $25
$30 xs $50
$20 xs $130

$0.75 xs $0.25
$4 xs $1.0
$7.5xs $5.0
$12.5 xs $12.5
$10 xs $25
$30 xs $50
$20 xs $140

$0.75 xs $0.25
$4 xs $1.0
$7.5 xs $5.0
$12.5 xs $12.5
$10 xs $25
$30 xs $50
$20 xs $140

$0.75 xs $0.25
$4 xs $1.0
$7.5xs $5.0
$12.5xs $12.5
$10 xs $25
$30 xs $50
$20 xs $140

Retained
Portion

100.00%
50.00%
20.00%
18.00%
12.50%

0.00%
0.00%

100.00%
50.00%
20.00%
18.00%
12.50%

0.00%
0.00%

100.00%
50.00%
20.00%
18.00%
12.50%

0.00%
0.00%

100.00%
50.00%
20.00%
18.00%
12.50%

0.00%
0.00%

100.00%
100.00%
20.00%
18.00%
12.50%
0.00%
0.00%

Portion Reinsured with:

Registered
Companies

0.00%
42.63%
74.04%
77.93%
79.03%
87.17%
89.02%

0.00%
46.80%
75.98%
77.61%
79.12%
86.00%
88.16%

0.00%
46.80%
75.98%
77.61%
79.12%
86.00%
88.16%

0.00%
46.80%
80.00%
78.97%
79.12%
86.00%
88.16%

0.00%

0.00%
80.00%
82.00%
63.42%
76.46%
18.23%

Unregistered
Companies

0.00%
7.37%
5.96%
4.07%
8.47%
12.83%
10.98%

0.00%
3.20%
4.02%
4.39%
8.38%
14.00%
11.84%

0.00%
3.20%
4.02%
4.39%
8.38%
14.00%
11.84%

0.00%
3.20%
0.00%
3.03%
8.38%
14.00%
11.84%

0.00%
0.00%
0.00%
0.00%
24.08%
23.54%
81.77%
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Proportional Basis cont’d

Fiscal
Period

7/2003 - 6/2004

7/2004 - 6/2005

7/2005 - 6/2006

7/2006 - 6/2007

712007 - 6/2008

CLLAS

Layer
(in million $)

$0.75 xs $0.25
$4 xs $1.0
$7.5xs $5.0
$12.5xs $12.5
$10 xs $25
$30 xs $50
$20 xs $140

$0.75 xs $0.25
$4 xs $1.0
$7.5xs $5.0
$12.5 xs $12.5
$10 xs $25
$30 xs $50
$20 xs $140

$0.75 xs $0.25
$4 xs $1.0
$7.5x5 $5.0
$12.5 xs $12.5
$10 xs $25
$30 xs $50
$20 xs $140

$0.75 xs $0.25
$4 xs $1.0
$7.5xs $5.0
$12.5 xs $12.5
$10 xs $25
$30 xs $50
$20 xs $140
$20 xs $160

$0.75 xs $0.25
$4 xs $1.0
$7.5xs $5.0
$12.5xs $12.5
$10 xs $25
$30 xs $50
$20 xs $140
$20 xs $160

Retained
Portion

100.00%
100.00%
20.00%
18.00%
12.50%
0.00%
0.00%

100.00%
100.00%
20.00%
18.00%
12.50%
0.00%
0.00%

100.00%
100.00%
20.00%
18.00%
12.50%
0.00%
0.00%

100.00%
100.00%
20.00%
18.00%
12.50%
0.00%
0.00%
0.00%

100.00%
100.00%
30.00%
18.00%
12.50%
0.00%
0.00%
0.00%

Portion Reinsured with:

Registered

Companies

0.00%
0.00%
80.00%
82.00%
57.50%
73.85%
9.66%

0.00%
0.00%
75.00%
82.00%
63.05%
74.86%
9.66%

0.00%
0.00%
75.00%
80.00%
87.50%
100.00%
36.00%

0.00%
0.00%
75.00%
77.00%
87.50%
100.00%
36.00%
100.00%

0.00%
0.00%
65.00%
77.00%
87.50%
100.00%
36.00%
100.00%

Unregistered
Companies

0.00%
0.00%
0.00%
0.00%
30.00%
26.15%
90.34%

0.00%
0.00%
5.00%
0.00%
24.45%
25.14%
90.34%

0.00%
0.00%
5.00%
2.00%
0.00%
0.00%
64.00%

0.00%
0.00%
5.00%
5.00%
0.00%
0.00%
64.00%
0.00%

0.00%
0.00%
5.00%
5.00%
0.00%
0.00%
64.00%
0.00%
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Proportional Basis cont’d

Fiscal
Period

7/2008 - 6/2009

7/2009 - 6/2010

7/2010 - 6/2011

CLLAS

Layer
(in million $)

$0.75 xs $0.025
$4 xs $1.0
$7.5xs $5.0
$12.5xs $12.5
$10 xs $25

$30 xs $50

$20 xs $140
$30 xs $160

$0.75 xs $0.025
$4 xs $1.0
$7.5xs $5.0
$12.5 xs $12.5
$10 xs $25

$30 xs $50

$20 xs $140
$30 xs $160

$0.75 xs $0.025
$4 xs $1.0
$7.5xs $5.0
$12.5 xs $12.5
$10 xs $25

$30 xs $50

$20 xs $140
$30 xs $160

Retained
Portion

100.00%
100.00%
35.00%
24.00%
12.50%
0.00%
0.00%
0.00%

100.00%
100.00%
45.00%
28.00%
15.00%
0.00%
0.00%
0.00%

100.00%
100.00%
50.00%
30.00%
20.00%
0.00%
0.00%
0.00%

Portion Reinsured with:

Registered
Companies

0.00%
0.00%
60.00%
71.00%
87.50%
100.00%
36.00%
100.00%

0.00%
0.00%
52.00%
68.00%
85.00%
100.00%
36.00%
100.00%

0.00%
0.00%
47.50%
67.50%
80.00%
100.00%
36.00%
100.00%

Unregistered
Companies

0.00%
0.00%
5.00%
5.00%
0.00%
0.00%
64.00%
0.00%

0.00%
0.00%
3.00%
4.00%
0.00%
0.00%
64.00%
0.00%

0.00%
0.00%
2.50%
2.50%
0.00%
0.00%
64.00%
0.00%
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D Dion Durrell

Aggregate Basis Ceded to Unregistered Company

7/1989 - 6/1990

7/1990 - 6/1991

7/1991 - 6/1992

7/1992 - 6/1993

7/1993 - 6/1994

7/1994 - 6/1995

7/1995 - 6/1996

7/1996 - 6/1997

CLLAS

a)
b)

a)
b)

a)
b)

a)
b)

a)

b)

a)

b)

a)

b)

a)
b)

Aggregate of $750,000 of CLLAS retention after reflection of proportional
reinsurance, and

$4,250,000 excess $15,000,000 of CLLAS retention after reflection of
proportional reinsurance.

Aggregate of $900,000 of CLLAS retention after reflection of proportional
reinsurance, and

$4,250,000 excess of $15,000,000 of CLLAS retention after reflection of
proportional reinsurance.

Aggregate of $1,000,000 of CLLAS retention after reflection of proportional
reinsurance, and

$25,000,000 excess of $12,000,000 of CLLAS retention after reflection of
proportional reinsurance.

Aggregate of $1,000,000 of CLLAS retention after reflection of proportional
reinsurance, and

$25,000,000 excess of $12,000,000 of CLLAS retention after reflection of
proportional reinsurance.

Aggregate of $2,750,000 excess of $250,000 of CLLAS retention after
reflection of proportional reinsurance, and

$14,000,000 excess of $14,000,000 of CLLAS retention after reflection of
proportional reinsurance.

Aggregate of $2,750,000 excess of $250,000 of CLLAS retention after

reflection of proportional reinsurance, and

$14,000,000 excess of $14,000,000 of CLLAS retention after reflection of
proportional reinsurance.

Aggregate of $4,700,000 excess of $3,300,000 of CLLAS retention after
reflection of proportional reinsurance, and

$14,000,000 excess of $14,000,000 of CLLAS retention after reflection of
proportional reinsurance.

Aggregate of $4,700,000 excess of $3,300,000 of CLLAS retention after
reflection of proportional reinsurance, and

$14,000,000 excess of $14,000,000 of CLLAS retention after reflection of
proportional reinsurance.

Schedule 1 — page 6



.) Dion Durrell

Aggregate Basis Ceded to Unregistered Company cont’d

7/1998 - 6/1999

7/1999 - 6/2000

7/2000 - 6/2001

7/2001 - 6/2002

7/2002 - 6/2003

7/2003 — 6/2004

712004 — 6/2005

7/2005 — 6/2006

7/2006 — 6/2007

7/2007 — 6/2008

CLLAS

a)
b)

a)
b)

a)
b)

a)
b)

a)
b)

a)

b)

a)
b)

a)

b)

a)
b)

a)

b)

Aggregate of $4,700,000 excess of $3,300,000 of CLLAS retention after
reflection of proportional reinsurance, and

$14,000,000 excess of $14,000,000 of CLLAS retention after reflection of
proportional reinsurance.

Aggregate of $4,700,000 excess of $3,300,000 of CLLAS retention after
reflection of proportional reinsurance, and

$14,000,000 excess of $14,000,000 of CLLAS retention after reflection of
proportional reinsurance

Aggregate of $4,700,000 excess of $3,300,000 of CLLAS retention after
reflection of proportional reinsurance, and

$14,000,000 excess of $14,000,000 of CLLAS retention after reflection of
proportional reinsurance

Aggregate of $4,700,000 excess of $3,300,000 of CLLAS retention after
reflection of proportional reinsurance, and

$14,000,000 excess of $14,000,000 of CLLAS retention after reflection of
proportional reinsurance

Aggregate of $7,500,000 excess of $5,500,000 of CLLAS retention after
reflection of proportional reinsurance, and

$20,000,000 excess of $20,000,000 of CLLAS retention after reflection of
proportional reinsurance

Aggregate of $7,500,000 excess of $5,500,000 of CLLAS retention after
reflection of proportional reinsurance, and

$20,000,000 excess of $20,000,000 of CLLAS retention after reflection of
proportional reinsurance

Aggregate of $7,500,000 excess of $5,500,000 of CLLAS retention after
reflection of proportional reinsurance, and

$20,000,000 excess of $20,000,000 of CLLAS retention after reflection of
proportional reinsurance

Aggregate of $9,500,000 excess of $5,500,000 of CLLAS retention after
reflection of proportional reinsurance, and

$20,000,000 excess of $20,000,000 of CLLAS retention after reflection of
proportional reinsurance

Aggregate of $5,000,000 excess of $15,000,000 of CLLAS retention after
reflection of proportional reinsurance, and

$20,000,000 excess of $20,000,000 of CLLAS retention after reflection of
proportional reinsurance

Aggregate of $5,000,000 excess of $15,000,000 of CLLAS retention after
reflection of proportional reinsurance, and

$20,000,000 excess of $20,000,000 of CLLAS retention after reflection of
proportional reinsurance

Schedule 1 — page 7



D Dion Durrell

Aggregate Basis Ceded to Unregistered Company cont’d

7/2008 — 6/2009 a)

b)

7/2009 - 6/2010 a)

b)

7/2010-6/2011  a)

b)

CLLAS

Aggregate of $5,000,000 excess of $15,000,000 of CLLAS retention after
reflection of proportional reinsurance, and

$20,000,000 excess of $20,000,000 of CLLAS retention after reflection of
proportional reinsurance

Aggregate of $10,000,000 excess of $15,000,000 of CLLAS retention after
reflection of proportional reinsurance, and

$15,000,000 excess of $25,000,000 of CLLAS retention after reflection of
proportional reinsurance

Aggregate of $10,000,000 excess of $15,000,000 of CLLAS retention after
reflection of proportional reinsurance, and

$15,000,000 excess of $25,000,000 of CLLAS retention after reflection of
proportional reinsurance

Schedule 1 — page 8



Exhibit |

CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY Page 1
CUMULATIVE PAID LOSSES AND ALAE - GROSS BASIS (in $000's)
As at December 31, 2010
Year 18 30 42 54 66 78 90 102 114 126 138 150 162 174 186 198 210
July 1, 1987 - June 30, 1988 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
July 1, 1988 - June 30, 1989 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
July 1, 1989 - June 30, 1990 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
July 1, 1990 - June 30, 1991 0 0 0 0 0 0 0 1,007 2,773 3,593 3,593 3,593 3,593 3,593 3,593 3,593 3,593 3,593
July 1, 1991 - June 30, 1992 0 0 0 0 0 1,244 6,061 6,036 6,036 6,036 6,036 7,417 7,417 7,417 7,417 7,417 7,417 7,417
July 1, 1992 - June 30, 1993 0 0 0 0 0 0 0 0 0 305 326 327 327 327 327 327 327 327
July 1, 1993 - June 30, 1994 0 0 0 15,287 15,279 15,279 15,280 15,280 15,280 15,280 16,314 16,832 17,109 30,655 30,655 30,655 30,655 30,655
July 1, 1994 - June 30, 1995 0 26 58 7,885 7,903 7,903 9,319 9,319 9,319 9,319 9,319 9,319 9,319 9,319 9,319 9,319 9,319
July 1, 1995 - June 30, 1996 0 0 1,217 1,375 1,393 1,407 3,752 3,743 3,743 3,743 3,743 3,743 3,743 3,743 3,743 3,743
July 1, 1996 - June 30, 1997 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
July 1, 1997 - June 30, 1998 0 0 0 0 0 0 0 0 0 0 0 0 0 0
July 1, 1998 - June 30, 1999 0 0 0 1,094 20,159 20,297 20,297 20,297 20,297 20,297 20,297 20,297 20,297
July 1, 1999 - June 30, 2000 0 0 0 0 0 421 421 7,026 7,026 8,482 8,493 8,493
July 1, 2000 - June 30, 2001 0 0 0 0 0 0 0 0 0 0 0
July 1, 2001 - June 30, 2002 0 0 0 3,046 3,144 17,180 17,553 17,554 17,554 17,554
July 1, 2002 - June 30, 2003 0 0 4 5 10 342 868 3,395 3,398
July 1, 2003 - June 30, 2004 0 0 22,503 24,279 24,447 25,735 28,084 37,302
July 1, 2004 - June 30, 2005 0 11 912 945 975 980 987
July 1, 2005 - June 30, 2006 0 3 3 683 712 712
July 1, 2006 - June 30, 2007 0 0 0 0 0
July 1, 2007 - June 30, 2008 0 0 2,166 2,184
July 1, 2008 - June 30, 2009 0 5 5
July 1, 2009 - June 30, 2010 0 20
0

July 1, 2010 - Dec. 31, 2010



Exhibit |
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY Page 2

CASE RESERVES - GROSS BASIS (in $000's)
As at December 31, 2010

Year 6 18 30 42 54 66 78 90 102 114 126 138 150 162 174 186 198 210

July 1, 1987 - June 30, 1988 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
July 1, 1988 - June 30, 1989 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
July 1, 1989 - June 30, 1990 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
July 1, 1990 - June 30, 1991 0 0 0 500 600 600 200 1,225 650 0 0 0 0 0 0 0 0 0
July 1, 1991 - June 30, 1992 0 0 1,750 2,500 4,050 8,000 993 1,500 1,500 1,500 1,500 20 0 0 0 0 0 0
July 1, 1992 - June 30, 1993 0 0 0 0 0 0 0 500 500 35 13 0 0 0 0 0 0 0
July 1, 1993 - June 30, 1994 0 0 0 1,959 3,791 3,752 6,752 15,750 15,750 15,750 14,716 15,698 15,421 0 0 0 0 0
July 1, 1994 - June 30, 1995 0 775 2,724 818 1,250 2,100 500 0 0 0 0 0 0 0 0 0 0

July 1, 1995 - June 30, 1996 0 750 148 20 50 2,036 1 0 0 0 0 0 0 0 0 0

July 1, 1996 - June 30, 1997 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

July 1, 1997 - June 30, 1998 0 0 0 0 0 0 0 0 0 0 0 0 0 0

July 1, 1998 - June 30, 1999 0 215 4,215 17,005 892 215 0 0 0 0 0 0 0

July 1, 1999 - June 30, 2000 0 0 0 0 0 7,000 7,000 1,256 1,250 11 0 0

July 1, 2000 - June 30, 2001 0 0 0 0 0 500 500 1,000 1,000 1,000 1,000

July 1, 2001 - June 30, 2002 500 500 6,700 5,642 16,207 1,570 1,196 1,196 700 700

July 1, 2002 - June 30, 2003 0 100 96 95 4,590 5,555 5,226 3,126 3,123

July 1, 2003 - June 30, 2004 0 500 4,916 3,775 3,607 3,311 3,525 1,364

July 1, 2004 - June 30, 2005 1,000 1,764 938 905 875 870 863

July 1, 2005 - June 30, 2006 0 0 0 30 0 0

July 1, 2006 - June 30, 2007 250 1,550 1,800 2,550 3,550

July 1, 2007 - June 30, 2008 0 0 2,100 4,582

July 1, 2008 - June 30, 2009 0 20 20

July 1, 2009 - June 30, 2010 25 1,280

July 1, 2010 - Dec. 31, 2010 0



Exhibit |

CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY Page 3
INCURRED LOSSES - GROSS BASIS (in $000's)
As at December 31, 2010
Year 6 18 30 42 54 66 78 90 102 114 126 138 150 162 174 186 198 210
July 1, 1987 - June 30, 1988 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
July 1, 1988 - June 30, 1989 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
July 1, 1989 - June 30, 1990 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
July 1, 1990 - June 30, 1991 0 0 0 500 600 600 200 2,232 3,423 3,593 3,593 3,593 3,593 3,593 3,593 3,593 3,593 3,593
July 1, 1991 - June 30, 1992 0 0 1,750 2,500 4,050 9,244 7,054 7,536 7,536 7,536 7,536 7,436 7,417 7,417 7,417 7,417 7,417 7,417
July 1, 1992 - June 30, 1993 0 0 0 0 0 0 0 500 500 339 339 327 327 327 327 327 327 327
July 1, 1993 - June 30, 1994 0 0 0 17,246 19,070 19,031 22,031 31,030 31,030 31,030 31,030 32,530 32,530 30,655 30,655 30,655 30,655 30,655
July 1, 1994 - June 30, 1995 0 801 2,782 8,704 9,153 10,003 9,819 9,319 9,319 9,319 9,319 9,319 9,319 9,319 9,319 9,319 9,319
July 1, 1995 - June 30, 1996 0 750 1,365 1,395 1,443 3,443 3,753 3,743 3,743 3,743 3,743 3,743 3,743 3,743 3,743 3,743
July 1, 1996 - June 30, 1997 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
July 1, 1997 - June 30, 1998 0 0 0 0 0 0 0 0 0 0 0 0 0 0
July 1, 1998 - June 30, 1999 0 215 4,215 18,099 21,051 20,512 20,297 20,297 20,297 20,297 20,297 20,297 20,297
July 1, 1999 - June 30, 2000 0 0 0 0 0 7,421 7,421 8,282 8,276 8,493 8,493 8,493
July 1, 2000 - June 30, 2001 0 0 0 0 0 500 500 1,000 1,000 1,000 1,000
July 1, 2001 - June 30, 2002 500 500 6,700 8,688 19,351 18,749 18,749 18,749 18,254 18,254
July 1, 2002 - June 30, 2003 0 100 100 100 4,600 5,898 6,094 6,521 6,521
July 1, 2003 - June 30, 2004 0 500 27,420 28,054 28,054 29,047 31,609 38,666
July 1, 2004 - June 30, 2005 1,000 1,775 1,850 1,850 1,850 1,850 1,850
July 1, 2005 - June 30, 2006 0 3 3 712 712 712
July 1, 2006 - June 30, 2007 250 1,550 1,800 2,550 3,550
July 1, 2007 - June 30, 2008 0 0 4,266 6,766
July 1, 2008 - June 30, 2009 0 25 25
July 1, 2009 - June 30, 2010 25 1,300
July 1, 2010 - Dec. 31, 2010 0



Exhibit |
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY Page 4

CUMULATIVE NUMBER OF CLAIMS REPORTED - GROSS BASIS
As at December 31, 2010

Year 6 18 30 42 54 66 78 90 102 114 126 138 150 162 174 186 198 210

July 1, 1987 - June 30, 1988
July 1, 1988 - June 30, 1989
July 1, 1989 - June 30, 1990
July 1, 1990 - June 30, 1991
July 1, 1991 - June 30, 1992
July 1, 1992 - June 30, 1993

N P WP, O O O

July 1, 1993 - June 30, 1994

A N P W Er O O o

July 1, 1994 - June 30, 1995

N A N PR WP, O O o

July 1, 1995 - June 30, 1996

o N A N B W Pk O O o

July 1, 1996 - June 30, 1997

o O N A N B W P O O o

July 1, 1997 - June 30, 1998

N ©O O N B B P WL, O O o

July 1, 1998 - June 30, 1999

w N O O N B B P WL, O O o

July 1, 1999 - June 30, 2000

P W N O O N B B P WL O O O

July 1, 2000 - June 30, 2001

D B W N O O N B B P WL O O o

July 1, 2001- June 30, 2002

w o B W N O O N b B P WL O O o

July 1, 2002- June 30, 2003

A W OO P W N O O N B B P W E O O o

July 1, 2003- June 30, 2004

N W N P NN O O N U O WP O O o

July 1, 2004- June 30, 2005

N N W N OO Fr N WO O N U1 O W N O o o

July 1, 2005 - June 30, 2006

N NN WD OO O Ww o o NN o b O B N O O O

July 1, 2006 - June 30, 2007

W NN N W FEr A O O WO O kB U b~ O WL O o o

July 1, 2007 - June 30, 2008

oW NN PN WRE WO O N O O P W o O M O o o o

July 1, 2008 - June 30, 2009

N PO PPN PP PO O PO O P M O O O o o o o

July 1, 2009 - June 30, 2010

o B O O P O P O O P O O O O O O O O o o o o o o

July 1, 2010 - Dec. 31, 2010



Exhibit |
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY Page 5

NUMBER OF CLAIMS OPEN - GROSS BASIS
As at December 31, 2010

Year 6 18 30 42 54 66 78 90 102 114 126 138 150 162 174 186 198 210

July 1, 1987 - June 30, 1988
July 1, 1988 - June 30, 1989
July 1, 1989 - June 30, 1990
July 1, 1990 - June 30, 1991
July 1, 1991 - June 30, 1992
July 1, 1992 - June 30, 1993

o O o o o o o

July 1, 1993 - June 30, 1994

o O O o o o o o

July 1, 1994 - June 30, 1995

o O O O o o o o o

July 1, 1995 - June 30, 1996

o O O O o o o o o o

July 1, 1996 - June 30, 1997

O O O O O o o o o o o

July 1, 1997 - June 30, 1998

O O O O O W o o o o o o

July 1, 1998 - June 30, 1999

o O O O O O wWw O B o o o o

July 1, 1999 - June 30, 2000

P O O O O O O W +» +» O o o o

July 1, 2000 - June 30, 2001

N PP O O O O O W P kP O o o o

July 1, 2001 - June 30, 2002

N P PO O O O O W +»H B B O o o

July 1, 2002 - June 30, 2003

W kA P M O O O O O W B B Pk O o o

July 1, 2003 - June 30, 2004

N DN SS PP O O O F kP M O P P O O O

July 1, 2004 - June 30, 2005

o NN N O FE PP O O kP N BB O N M O O O

July 1, 2005 - June 30, 2006

N O D D M B O O W O O KB DM B O & M O O O

July 1, 2006 - June 30, 2007

w N P NN PR O O WO O kB U b~ O W kL O o o

July 1, 2007 - June 30, 2008

W NN O NWRE WO O N O O P W o O M O o o o

July 1, 2008 - June 30, 2009

N PO PO NP P PO O kPO O kP M O O O o o o o

July 1, 2009 - June 30, 2010

o B O O P O kP O O P O O O O O O O o o o o o o o

July 1, 2010 - Dec. 31, 2010



Exhibit |
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY Page 6

CUMULATIVE PAID LOSSES AND ALAE - NET BASIS (1) (in $000's)
As at December 31, 2010

Year 6 18 30 42 54 66 78 90 102 114 126 138 150 162 174 186 198 210

July 1, 1987 - June 30, 1988 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
July 1, 1988 - June 30, 1989 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
July 1, 1989 - June 30, 1990 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
July 1, 1990 - June 30, 1991 0 0 0 0 0 0 0 503 1,387 1,797 1,797 1,797 1,797 1,797 1,797 1,797 1,797 1,797
July 1, 1991 - June 30, 1992 0 0 0 0 0 622 2,785 2,780 2,780 2,780 2,780 3,470 3,470 3,470 3,470 3,470 3,470 3,470
July 1, 1992 - June 30, 1993 0 0 0 0 0 0 0 0 0 152 163 163 163 163 163 163 163 163
July 1, 1993 - June 30, 1994 0 0 0 4,182 4,180 4,180 4,191 4,191 4,191 4,191 4,708 4,967 5,105 8,388 8,388 8,388 8,388 8,388
July 1, 1994 - June 30, 1995 0 13 29 3,916 3,925 3,925 4,633 4,633 4,633 4,633 4,633 4,633 4,633 4,633 4,633 4,633 4,633

July 1, 1995 - June 30, 1996 0 0 608 688 696 703 1,876 1,871 1,871 1,871 1,871 1,871 1,871 1,871 1,871 1,871

July 1, 1996 - June 30, 1997 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

July 1, 1997 - June 30, 1998 0 0 0 0 0 0 0 0 0 0 0 0 0 0

July 1, 1998 - June 30, 1999 0 0 0 0 6,185 6,254 6,254 6,254 6,254 6,254 6,254 6,254 6,254

July 1, 1999 - June 30, 2000 0 0 0 0 0 210 210 2,731 2,731 3,459 3,465 3,465

July 1, 2000 - June 30, 2001 0 0 0 0 0 0 0 0 0 0 0

July 1, 2001 - June 30, 2002 0 0 0 1,523 1,572 5,532 5,602 5,602 5,602 5,602

July 1, 2002 - June 30, 2003 0 0 4 5 10 342 868 3,395 3,398

July 1, 2003 - June 30, 2004 0 0 7,481 9,033 9,064 10,352 11,009 12,342

July 1, 2004 - June 30, 2005 0 11 912 945 975 980 987

July 1, 2005 - June 30, 2006 0 3 3 683 712 712

July 1, 2006 - June 30, 2007 0 0 0 0 0

July 1, 2007 - June 30, 2008 0 0 2,166 2,184

July 1, 2008 - June 30, 2009 0 5 5

July 1, 2009 - June 30, 2010 0 20

July 1, 2010 - Dec. 31, 2010 0

(1) Net of proportional reinsurance



Exhibit |
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY Page 7

CASE RESERVES - NET BASIS (1) (in $000's)
As at December 31, 2010

Year 6 18 30 42 54 66 78 90 102 114 126 138 150 162 174 186 198 210

July 1, 1987 - June 30, 1988 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
July 1, 1988 - June 30, 1989 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
July 1, 1989 - June 30, 1990 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
July 1, 1990 - June 30, 1991 0 0 0 250 300 300 100 613 325 0 0 0 0 0 0 0 0 0
July 1, 1991 - June 30, 1992 0 0 875 1,250 2,025 3,100 499 750 750 750 750 10 0 0 0 0 0 0
July 1, 1992 - June 30, 1993 0 0 0 0 0 0 0 250 250 17 7 0 0 0 0 0 0 0
July 1, 1993 - June 30, 1994 0 0 0 833 1,882 1,875 2,700 4,425 4,425 4,425 3,908 3,919 3,780 0 0 0 0 0
July 1, 1994 - June 30, 1995 0 388 1,362 409 625 1,050 250 0 0 0 0 0 0 0 0 0 0

July 1, 1995 - June 30, 1996 0 375 74 10 25 1,018 1 0 0 0 0 0 0 0 0 0

July 1, 1996 - June 30, 1997 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

July 1, 1997 - June 30, 1998 0 0 0 0 0 0 0 0 0 0 0 0 0 0

July 1, 1998 - June 30, 1999 0 108 2,108 2,233 385 108 0 0 0 0 0 0 0

July 1, 1999 - June 30, 2000 0 0 0 0 0 2,600 2,600 626 625 5 0 0

July 1, 2000 - June 30, 2001 0 0 0 0 0 250 250 500 500 500 500

July 1, 2001 - June 30, 2002 250 250 3,350 2,821 4,893 667 598 598 350 350

July 1, 2002 - June 30, 2003 0 100 96 95 4,590 5,555 5,226 3,126 3,123

July 1, 2003 - June 30, 2004 0 500 3,755 1,939 1,909 744 463 1,325

July 1, 2004 - June 30, 2005 1,000 1,764 938 905 875 870 863

July 1, 2005 - June 30, 2006 0 0 0 30 0 0

July 1, 2006 - June 30, 2007 250 1,550 1,800 2,550 3,550

July 1, 2007 - June 30, 2008 0 0 2,100 4,582

July 1, 2008 - June 30, 2009 0 20 20

July 1, 2009 - June 30, 2010 25 1,280

July 1, 2010 - Dec. 31, 2010 0

(1) Net of proportional reinsurance



Exhibit |
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY Page 8

INCURRED LOSSES - NET BASIS (1) (in $000's)
As at December 31, 2010

Year 6 18 30 42 54 66 78 90 102 114 126 138 150 162 174 186 198 210

July 1, 1987 - June 30, 1988 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
July 1, 1988 - June 30, 1989 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
July 1, 1989 - June 30, 1990 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
July 1, 1990 - June 30, 1991 0 0 0 250 300 300 100 1,116 1,712 1,797 1,797 1,797 1,797 1,797 1,797 1,797 1,797 1,797
July 1, 1991 - June 30, 1992 0 0 875 1,250 2,025 3,722 3,284 3,530 3,530 3,530 3,530 3,480 3,470 3,470 3,470 3,470 3,470 3,470
July 1, 1992 - June 30, 1993 0 0 0 0 0 0 0 250 250 170 170 163 163 163 163 163 163 163
July 1, 1993 - June 30, 1994 0 0 0 5,014 6,063 6,056 6,891 8,616 8,616 8,616 8,616 8,886 8,886 8,388 8,388 8,388 8,388 8,388
July 1, 1994 - June 30, 1995 0 400 1,391 4,326 4,550 4,975 4,883 4,633 4,633 4,633 4,633 4,633 4,633 4,633 4,633 4,633 4,633

July 1, 1995 - June 30, 1996 0 375 682 698 721 1,721 1,876 1,871 1,871 1,871 1,871 1,871 1,871 1,871 1,871 1,871

July 1, 1996 - June 30, 1997 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

July 1, 1997 - June 30, 1998 0 0 0 0 0 0 0 0 0 0 0 0 0 0

July 1, 1998 - June 30, 1999 0 108 2,108 2,233 6,570 6,362 6,254 6,254 6,254 6,254 6,254 6,254 6,254

July 1, 1999 - June 30, 2000 0 0 0 0 0 2,810 2,810 3,358 3,356 3,465 3,465 3,465

July 1, 2000 - June 30, 2001 0 0 0 0 0 250 250 500 500 500 500

July 1, 2001 - June 30, 2002 250 250 3,350 4,344 6,465 6,200 6,200 6,200 5,952 5,952

July 1, 2002 - June 30, 2003 0 100 100 100 4,600 5,898 6,094 6,521 6,521

July 1, 2003 - June 30, 2004 0 500 11,236 10,973 10,973 11,097 11,471 13,666

July 1, 2004 - June 30, 2005 1,000 1,775 1,850 1,850 1,850 1,850 1,850

July 1, 2005 - June 30, 2006 0 3 3 712 712 712

July 1, 2006 - June 30, 2007 250 1,550 1,800 2,550 3,550

July 1, 2007 - June 30, 2008 0 0 4,266 6,766

July 1, 2008 - June 30, 2009 0 25 25

July 1, 2009 - June 30, 2010 25 1,300

July 1, 2010 - Dec. 31, 2010 0

(1) Net of proportional reinsurance
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CUMULATIVE NUMBER OF CLAIMS REPORTED - NET BASIS (1)
As at December 31, 2010

Year 6 18 30 42 54 66 78 90 102 114 126 138 150 162 174 186 198 210

July 1, 1987 - June 30, 1988
July 1, 1988 - June 30, 1989
July 1, 1989 - June 30, 1990
July 1, 1990 - June 30, 1991
July 1, 1991 - June 30, 1992
July 1, 1992 - June 30, 1993

N P WP O O O

July 1, 1993 - June 30, 1994

A& N O BP W O O O

July 1, 1994 - June 30, 1995

N BN P W, O O O

July 1, 1995 - June 30, 1996

o N B N P W O O o

July 1, 1996 - June 30, 1997

o o N B N P W O o o

July 1, 1997 - June 30, 1998

N O O N AP WP O O o

July 1, 1998 - June 30, 1999

W N O O N B B P W O O o

July 1, 1999 - June 30, 2000

P W NM O O N BB P WL O O o

July 1, 2000 - June 30, 2001

D P W NN O O N BB P W O O o

July 1, 2001 - June 30, 2002

w o B W N O O N B B P WL, O O o

July 1, 2002 - June 30, 2003

A W OO P W NN O O N BB P W, O O o

July 1, 2003 - June 30, 2004

N W D OO E D DO O N O A2 O WP O O O

July 1, 2004 - June 30, 2005

N D W D OO FE DN WO O N OO W NN O O O

July 1, 2005 - June 30, 2006

N D D W NN OO O W O O M o2 O BN O O O

July 1, 2006 - June 30, 2007

W N NN W FEr A O O WO O kB U b~ O WL O o o

July 1, 2007 - June 30, 2008

W NN RPN WRE WO O N O O P W o O M O o o o

July 1, 2008 - June 30, 2009

N PO PPN PP PO O PO O kP M O O O O o o o

July 1, 2009 - June 30, 2010

o B O O P O P O O P O O O O O O O o o o o o o o

July 1, 2010 - Dec. 31, 2010

(1) Net of proportional reinsurance
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NUMBER OF CLAIMS OPEN - NET BASIS (1)
As at December 31, 2010

Year 6 18 30 42 54 66 78 90 102 114 126 138 150 162 174 186 198 210

July 1, 1987 - June 30, 1988
July 1, 1988 - June 30, 1989
July 1, 1989 - June 30, 1990
July 1, 1990 - June 30, 1991
July 1, 1991 - June 30, 1992
July 1, 1992 - June 30, 1993

o O o o o o o

July 1, 1993 - June 30, 1994

o O O o o o o o

July 1, 1994 - June 30, 1995

o O O O o o o o o

July 1, 1995 - June 30, 1996

o O O O O o o o o o

July 1, 1996 - June 30, 1997

o O O O O o o o o o o

July 1, 1997 - June 30, 1998

O O O O O W o o o o o o

July 1, 1998 - June 30, 1999

o O O O O O wWw O B o o o o

July 1, 1999 - June 30, 2000

P O O O O O O W +» +» O o o o

July 1, 2000 - June 30, 2001

N P PO O O O O W Pk kP O o o o

July 1, 2001 - June 30, 2002

N PP O O O O O W +» B B O o o

July 1, 2002 - June 30, 2003

w Pk A P N O O O ©O ©O W +» B P O o o

July 1, 2003 - June 30, 2004

N NN A PP O O O B P M~ O P P O O O

July 1, 2004 - June 30, 2005

o N N N O P P PO O B N B O N N O O O

July 1, 2005 - June 30, 2006

N © N N N A O O W O O B N b O & M O O O

July 1, 2006 - June 30, 2007

w N P NN PR O O WO O kB U b~ O W ELr O o o

July 1, 2007 - June 30, 2008

W NN O N WRE WO O N O O P W o O M O o o o

July 1, 2008 - June 30, 2009

N PO PO NP P PO O kPO O kP M O O O o o o o

July 1, 2009 - June 30, 2010

o B O O P O P O O P O O O O O O O o o o o o o o

July 1, 2010 - Dec. 31, 2010

(1) Net of proportional reinsurance
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

IBNR - REFLECTING PROPORTIONAL REINSURANCE

Period: 1987-2
As at December 31, 2010

LAYER 4.4xs.6 5xs5 15xs 10 Totals

Derivation of Ultimate Incurred

Earned Lawyer Count 716 716 716
Expected Loss Cost per Lawyer $527 $298 $465
Gross Expected Loss Volume $377,332 $213,368 $332,940
IBNR Factor 0.000 0.000 0.000
IBNR Amount $0 $0 $0 $0
Case Reserves $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0
Paid to Date $0 $0 $0 $0
Total Ultimate Incurred $0 $0 $0 $0

Derivation of Loss Adjustment Expenses

IBNR LAE $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0

Distribution of Losses between CLLAS and Proportional Reinsurers

Retention 0.5000 0.0800 0.1600
Reinsured to Registered 0.0000 0.7816 0.5350
Reinsured to Unregistered 0.5000 0.1384 0.3050
Paid to Date Retained $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0

Unregistered Reinsurers $0 $0 $0 $0
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

IBNR - REFLECTING PROPORTIONAL REINSURANCE

Period: 1988-1
As at December 31, 2010

LAYER 4.4xs.6 5xs5 15xs 10 Totals

Derivation of Ultimate Incurred

Earned Lawyer Count 763 763 763
Expected Loss Cost per Lawyer $527 $298 $465
Gross Expected Loss Volume $402,101 $227,374 $354,795
IBNR Factor 0.000 0.000 0.000
IBNR Amount $0 $0 $0 $0
Case Reserves $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0
Paid to Date $0 $0 $0 $0
Total Ultimate Incurred $0 $0 $0 $0

Derivation of Loss Adjustment Expenses

IBNR LAE $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0

Distribution of Losses between CLLAS and Proportional Reinsurers

Retention 0.5000 0.0800 0.1600
Reinsured to Registered 0.0000 0.7816 0.5350
Reinsured to Unregistered 0.5000 0.1384 0.3050
Paid to Date Retained $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0

Unregistered Reinsurers $0 $0 $0 $0
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

IBNR - REFLECTING PROPORTIONAL REINSURANCE

Period: 1988-2
As at December 31, 2010

LAYER 4xs1 5xs5 15xs 10 Totals

Derivation of Ultimate Incurred

Earned Lawyer Count 863 863 863
Expected Loss Cost per Lawyer $483 $298 $465
Gross Expected Loss Volume $416,829 $257,174 $401,295
IBNR Factor 0.000 0.000 0.000
IBNR Amount $0 $0 $0 $0
Case Reserves $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0
Paid to Date $0 $0 $0 $0
Total Ultimate Incurred $0 $0 $0 $0

Derivation of Loss Adjustment Expenses

IBNR LAE $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0

Distribution of Losses between CLLAS and Proportional Reinsurers

Retention 0.5000 0.0800 0.1733
Reinsured to Registered 0.0000 0.7490 0.5438
Reinsured to Unregistered 0.5000 0.1710 0.2829
Paid to Date Retained $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0

Unregistered Reinsurers $0 $0 $0 $0
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

IBNR - REFLECTING PROPORTIONAL REINSURANCE

Period: 1989-1
As at December 31, 2010

LAYER 4xs 1 5xs5 15 xs 10 Totals

Derivation of Ultimate Incurred

Earned Lawyer Count 944 944 944
Expected Loss Cost per Lawyer $483 $298 $465
Gross Expected Loss Volume $455,952 $281,312 $438,960
IBNR Factor 0.000 0.000 0.000
IBNR Amount $0 $0 $0 $0
Case Reserves $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0
Paid to Date $0 $0 $0 $0
Total Ultimate Incurred $0 $0 $0 $0

Derivation of Loss Adjustment Expenses

IBNR LAE $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0

Distribution of Losses between CLLAS and Proportional Reinsurers

Retention 0.5000 0.0800 0.1733
Reinsured to Registered 0.0000 0.7490 0.5438
Reinsured to Unregistered 0.5000 0.1710 0.2829
Paid to Date Retained $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0

Unregistered Reinsurers $0 $0 $0 $0
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

IBNR - REFLECTING PROPORTIONAL REINSURANCE

Period: 1989-2
As at December 31, 2010

LAYER 4xs1 5xs5 15xs 10 Totals

Derivation of Ultimate Incurred

Earned Lawyer Count 1,026 1,026 1,026
Expected Loss Cost per Lawyer $483 $298 $465
Gross Expected Loss Volume $495,558 $305,748 $477,090
IBNR Factor 0.000 0.000 0.000
IBNR Amount $0 $0 $0 $0
Case Reserves $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0
Paid to Date $0 $0 $0 $0
Total Ultimate Incurred $0 $0 $0 $0

Derivation of Loss Adjustment Expenses

IBNR LAE $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0

Distribution of Losses between CLLAS and Proportional Reinsurers

Retention 0.5000 0.0800 0.1733
Reinsured to Registered 0.0000 0.7587 0.6251
Reinsured to Unregistered 0.5000 0.1613 0.2016
Paid to Date Retained $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0

Unregistered Reinsurers $0 $0 $0 $0
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

IBNR - REFLECTING PROPORTIONAL REINSURANCE

Period: 1990-1
As at December 31, 2010

LAYER 4xs 1 S5xs5 15xs 10 Totals

Derivation of Ultimate Incurred

Earned Lawyer Count 1,052 1,052 1,052
Expected Loss Cost per Lawyer $483 $298 $465
Gross Expected Loss Volume $508,116 $313,496 $489,180
IBNR Factor 0.000 0.000 0.000
IBNR Amount $0 $0 $0 $0
Case Reserves $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0
Paid to Date $0 $0 $0 $0
Total Ultimate Incurred $0 $0 $0 $0

Derivation of Loss Adjustment Expenses

IBNR LAE $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0

Distribution of Losses between CLLAS and Proportional Reinsurers

Retention 0.5000 0.0800 0.1733
Reinsured to Registered 0.1375 0.7587 0.6532
Reinsured to Unregistered 0.3625 0.1613 0.1735
Paid to Date Retained $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0

Unregistered Reinsurers $0 $0 $0 $0



CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

IBNR - REFLECTING PROPORTIONAL REINSURANCE

Period: 1990-2
As at December 31, 2010
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LAYER 4xs1 5xs5 15xs 10 25 xs 50 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,176 1,176 1,176 1,176
Expected Loss Cost per Lawyer $483 $298 $465 $200
Gross Expected Loss Volume $568,008 $350,448 $546,840 $235,200
IBNR Factor 0.000 0.000 0.000 0.000
IBNR Amount $0 $0 $0 $0 $0
Case Reserves $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0 $0
Paid to Date $3,593,148 $0 $0 $0 $3,593,148
Total Ultimate Incurred $3,593,148 $0 $0 $0 $3,593,148
Derivation of Loss Adjustment Expenses
IBNR LAE $0 $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0 $0
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 0.5000 0.0800 0.1733 0.0000
Reinsured to Registered 0.5000 0.8110 0.7449 0.7955
Reinsured to Unregistered 0.0000 0.1090 0.0818 0.2045
Paid to Date Retained $1,796,574 $0 $0 $0 $1,796,574
Paid Ceded to
Registered Reinsurers $1,796,574 $0 $0 $0 $1,796,574
Unregistered Reinsurers $0 $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

IBNR - REFLECTING PROPORTIONAL REINSURANCE

Period: 1991-1
As at December 31, 2010

LAYER 4xs1 5xs5 15xs 10 25 xs 50 Totals

Derivation of Ultimate Incurred

Earned Lawyer Count 1,176 1,176 1,176 1,176
Expected Loss Cost per Lawyer $483 $298 $465 $200
Gross Expected Loss Volume $568,008 $350,448 $546,840 $235,200
IBNR Factor 0.000 0.000 0.000 0.000
IBNR Amount $0 $0 $0 $0 $0
Case Reserves $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0 $0
Paid to Date $0 $0 $0 $0 $0
Total Case Incurred $0 $0 $0 $0 $0

Derivation of Loss Adjustment Expenses

IBNR LAE $0 $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0 $0

Distribution of Losses between CLLAS and Proportional Reinsurers

Retention 0.5000 0.0800 0.1733 0.0000
Reinsured to Registered 0.5000 0.8110 0.7449 0.7955
Reinsured to Unregistered 0.0000 0.1090 0.0818 0.2045
Paid to Date Retained $0 $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0

Unregistered Reinsurers $0 $0 $0 $0 $0



CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

IBNR - REFLECTING PROPORTIONAL REINSURANCE

Period: 1991-2

As at December 31, 2010

Exhibit IT
Page 9

LAYER 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 25 xs 50 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,200 1,200 1,200 1,200 1,200
Expected Loss Cost per Lawyer $680 $520 $420 $220 $200
Gross Expected Loss Volume $816,000 $624,000 $504,000 $264,000 $240,000
IBNR Factor 0.000 0.000 0.000 0.000 0.000
IBNR Amount $0 $0 $0 $0 $0 $0
Case Reserves $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0 $0 $0
Paid to Date $4,000,000 $792,618 $0 $0 $0 $4,792,618
Total Ultimate Incurred $4,000,000 $792,618 $0 $0 $0 $4,792,618
Derivation of Loss Adjustment Expenses
IBNR LAE $0 $0 $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0 $0 $0
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 0.5000 0.2000 0.1800 0.1250 0.0000
Reinsured to Registered 0.5000 0.7150 0.7252 0.8750 0.7975
Reinsured to Unregistered 0.0000 0.0850 0.0948 0.0000 0.2025
Paid to Date Retained $2,000,000 $158,524 $0 $0 $0 $2,158,524
Paid Ceded to
Registered Reinsurers $2,000,000 $566,722 $0 $0 $0 $2,566,722
Unregistered Reinsurers $0 $67,373 $0 $0 $0 $67,373
Case Reserves Retained $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0



CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

IBNR - REFLECTING PROPORTIONAL REINSURANCE

Period: 1992-1

As at December 31, 2010
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LAYER 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 25 xs 50 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,200 1,200 1,200 1,200 1,200
Expected Loss Cost per Lawyer $680 $520 $420 $220 $290
Gross Expected Loss Volume $816,000 $624,000 $504,000 $264,000 $348,000
IBNR Factor 0.000 0.000 0.000 0.000 0.000
IBNR Amount $0 $0 $0 $0 $0 $0
Case Reserves $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0 $0 $0
Paid to Date $2,623,945 $0 $0 $0 $0 $2,623,945
Total Ultimate Incurred $2,623,945 $0 $0 $0 $0 $2,623,945
Derivation of Loss Adjustment Expenses
IBNR LAE $0 $0 $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0 $0 $0
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 0.5000 0.2000 0.1800 0.1250 0.0000
Reinsured to Registered 0.5000 0.7150 0.7252 0.8750 0.7975
Reinsured to Unregistered 0.0000 0.0850 0.0948 0.0000 0.2025
Paid to Date Retained $1,311,972 $0 $0 $0 $0 $1,311,972
Paid Ceded to
Registered Reinsurers $1,311,972 $0 $0 $0 $0 $1,311,972
Unregistered Reinsurers $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

IBNR - REFLECTING PROPORTIONAL REINSURANCE

Period: 1992-2
As at December 31, 2010

LAYER 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 25 xs 50 Totals

Derivation of Ultimate Incurred

Earned Lawyer Count 1,217 1,217 1,217 1,217 1,217
Expected Loss Cost per Lawyer $680 $520 $420 $220 $290
Gross Expected Loss Volume $827,220 $632,580 $510,930 $267,630 $352,785
IBNR Factor 0.000 0.000 0.000 0.000 0.000
IBNR Amount $0 $0 $0 $0 $0 $0
Case Reserves $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0 $0 $0
Paid to Date $0 $0 $0 $0 $0 $0
Total Ultimate Incurred $0 $0 $0 $0 $0 $0

Derivation of Loss Adjustment Expenses

IBNR LAE $0 $0 $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0 $0 $0

Distribution of Losses between CLLAS and Proportional Reinsurers

Retention 0.5000 0.2000 0.1800 0.1250 0.0000
Reinsured to Registered 0.5000 0.7160 0.7534 0.8750 0.8981
Reinsured to Unregistered 0.0000 0.0840 0.0666 0.0000 0.1019
Paid to Date Retained $0 $0 $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0

Unregistered Reinsurers $0 $0 $0 $0 $0 $0



CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

IBNR - REFLECTING PROPORTIONAL REINSURANCE

Period: 1993-1

As at December 31, 2010
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LAYER 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 25 xs 50 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,217 1,217 1,217 1,217 1,217
Expected Loss Cost per Lawyer $680 $520 $420 $220 $290
Gross Expected Loss Volume $827,220 $632,580 $510,930 $267,630 $352,785
IBNR Factor 0.000 0.000 0.000 0.000 0.000
IBNR Amount $0 $0 $0 $0 $0 $0
Case Reserves $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0 $0 $0
Paid to Date $326,599 $0 $0 $0 $0 $326,599
Total Ultimate Incurred $326,599 $0 $0 $0 $0 $326,599
Derivation of Loss Adjustment Expenses
IBNR LAE $0 $0 $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0 $0 $0
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 0.5000 0.2000 0.1800 0.1250 0.0000
Reinsured to Registered 0.5000 0.7160 0.7534 0.8750 0.8981
Reinsured to Unregistered 0.0000 0.0840 0.0666 0.0000 0.1019
Paid to Date Retained $163,299 $0 $0 $0 $0 $163,299
Paid Ceded to
Registered Reinsurers $163,299 $0 $0 $0 $0 $163,299
Unregistered Reinsurers $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0
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LAYER 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 25 xs 50 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,254 1,254 1,254 1,254 1,254
Expected Loss Cost per Lawyer $680 $520 $420 $220 $290
Gross Expected Loss Volume $852,380 $651,820 $526,470 $275,770 $363,515
IBNR Factor 0.000 0.000 0.000 0.000 0.000
IBNR Amount $0 $0 $0 $0 $0 $0
Case Reserves $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0 $0 $0
Paid to Date $8,000,000 $15,000,000 $7,654,825 $0 $0 $30,654,825
Total Ultimate Incurred $8,000,000 $15,000,000 $7,654,825 $0 $0 $30,654,825
Derivation of Loss Adjustment Expenses
IBNR LAE $0 $0 $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0 $0 $0
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 0.5000 0.2000 0.1800 0.1250 0.0000
Reinsured to Registered 0.5000 0.7362 0.7544 0.8750 0.8641
Reinsured to Unregistered 0.0000 0.0638 0.0656 0.0000 0.1359
Paid to Date Retained $4,000,000 $3,000,000 $1,377,869 $0 $0 $8,377,869
Paid Ceded to
Registered Reinsurers $4,000,000 $11,043,000 $5,774,800 $0 $0 $20,817,300
Unregistered Reinsurers $0 $957,000 $502,157 $0 $0 $1,459,157
Case Reserves Retained $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

IBNR - REFLECTING PROPORTIONAL REINSURANCE

Period: 1994-1
As at December 31, 2010

LAYER 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 25 xs 50 Totals

Derivation of Ultimate Incurred

Earned Lawyer Count 1,254 1,254 1,254 1,254 1,254
Expected Loss Cost per Lawyer $680 $520 $420 $220 $290
Gross Expected Loss Volume $852,380 $651,820 $526,470 $275,770 $363,515
IBNR Factor 0.000 0.000 0.000 0.000 0.000
IBNR Amount $0 $0 $0 $0 $0 $0
Case Reserves $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0 $0 $0
Paid to Date $0 $0 $0 $0 $0 $0
Total Ultimate Incurred $0 $0 $0 $0 $0 $0

Derivation of Loss Adjustment Expenses

IBNR LAE $0 $0 $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0 $0 $0

Distribution of Losses between CLLAS and Proportional Reinsurers

Retention 0.5000 0.2000 0.1800 0.1250 0.0000
Reinsured to Registered 0.5000 0.7362 0.7544 0.8750 0.8641
Reinsured to Unregistered 0.0000 0.0638 0.0656 0.0000 0.1359
Paid to Date Retained $0 $0 $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0

Unregistered Reinsurers $0 $0 $0 $0 $0 $0



CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

IBNR - REFLECTING PROPORTIONAL REINSURANCE

Period: 1994-2

As at December 31, 2010

Exhibit IT
Page 15

LAYER 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 25 xs 50 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,257 1,257 1,257 1,257 1,257
Expected Loss Cost per Lawyer $680 $520 $420 $220 $290
Gross Expected Loss Volume $854,760 $653,640 $527,940 $276,540 $364,530
IBNR Factor 0.000 0.000 0.000 0.000 0.000
IBNR Amount $0 $0 $0 $0 $0 $0
Case Reserves $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0 $0 $0
Paid to Date $4,856,364 $0 $0 $0 $0 $4,856,364
Total Ultimate Incurred $4,856,364 $0 $0 $0 $0 $4,856,364
Derivation of Loss Adjustment Expenses
IBNR LAE $0 $0 $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0 $0 $0
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 0.5000 0.2000 0.1800 0.1250 0.0000
Reinsured to Registered 0.4458 0.7493 0.7630 0.8750 0.8548
Reinsured to Unregistered 0.0542 0.0507 0.0570 0.0000 0.1452
Paid to Date Retained $2,428,182 $0 $0 $0 $0 $2,428,182
Paid Ceded to
Registered Reinsurers $2,164,967 $0 $0 $0 $0 $2,164,967
Unregistered Reinsurers $263,215 $0 $0 $0 $0 $263,215
Case Reserves Retained $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period: 1995-1
As at December 31, 2010
LAYER .75 xs .25 4xs1 7.5xs5 12.5 xs 12.5 10 xs 25 25 xs 50 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,257 1,257 1,257 1,257 1,257 1,257
Expected Loss Cost per Lawyer $10 $990 $605 $495 $255 $335
Gross Expected Loss Volume $12,570 $1,244,430 $760,485 $622,215 $320,535 $421,095
IBNR Factor 0.000 0.000 0.000 0.000 0.000 0.000
IBNR Amount $0 $0 $0 $0 $0 $0 $0
Case Reserves $0 $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0 $0 $0 $0
Paid to Date $0 $4,374,911 $87,714 $0 $0 $0 $4,462,625
Total Ultimate Incurred $0 $4,374,911 $87,714 $0 $0 $0 $4,462,625
Derivation of Loss Adjustment Expenses
IBNR LAE $0 $0 $0 $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0 $0 $0 $0
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 0.5000 0.2000 0.1800 0.1250 0.0000
Reinsured to Registered 0.0000 0.4458 0.7493 0.7630 0.8750 0.8548
Reinsured to Unregistered 0.0000 0.0542 0.0507 0.0570 0.0000 0.1452
Paid to Date Retained $0 $2,187,455 $17,543 $0 $0 $0 $2,204,998
Paid Ceded to
Registered Reinsurers $0 $1,950,335 $65,724 $0 $0 $0 $2,016,059
Unregistered Reinsurers $0 $237,120 $4,447 $0 $0 $0 $241,567
Case Reserves Retained $0 $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period: 1995-2
As at December 31, 2010
LAYER .75 xs .25 4xs1 7.5xs5 12.5 xs 12.5 10 xs 25 25 xs 50 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,263 1,263 1,263 1,263 1,263 1,263
Expected Loss Cost per Lawyer $10 $990 $605 $495 $255 $335
Gross Expected Loss Volume $12,625 $1,249,875 $763,813 $624,938 $321,938 $422,938
IBNR Factor 0 0.000 0.000 0.000 0.000 0.000
IBNR Amount $0 $0 $0 $0 $0 $0 $0
Case Reserves $0 $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0 $0 $0 $0
Paid to Date $0 $3,742,644 $0 $0 $0 $0 $3,742,644
Total Ultimate Incurred $0 $3,742,644 $0 $0 $0 $0 $3,742,644
Derivation of Loss Adjustment Expenses
IBNR LAE $0 $0 $0 $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0 $0 $0 $0
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 0.5000 0.2000 0.1800 0.1250 0.0000
Reinsured to Registered 0.0000 0.4214 0.7521 0.7741 0.8180 0.8812
Reinsured to Unregistered 0.0000 0.0786 0.0479 0.0459 0.0570 0.1188
Paid to Date Retained $0 $1,871,322 $0 $0 $0 $0 $1,871,322
Paid Ceded to
Registered Reinsurers $0 $1,577,150 $0 $0 $0 $0 $1,577,150
Unregistered Reinsurers $0 $294,172 $0 $0 $0 $0 $294,172
Case Reserves Retained $0 $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 1996-1
As at December 31, 2010
.75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 25 xs 50 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,263 1,263 1,263 1,263 1,263 1,263
Expected Loss Cost per Lawyer $10 $990 $605 $495 $255 $335
Gross Expected Loss Volume $12,625 $1,249,875 $763,813 $624,938 $321,938 $422,938
IBNR Factor 0 0.000 0.000 0.000 0.000 0.000
IBNR Amount $0 $0 $0 $0 $0 $0 $0
Case Reserves $0 $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0 $0 $0 $0
Paid to Date $0 $0 $0 $0 $0 $0 $0
Total Ultimate Incurred $0 $0 $0 $0 $0 $0 $0
Derivation of Loss Adjustment Expenses
IBNR LAE $0 $0 $0 $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0 $0 $0 $0
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 0.5000 0.2000 0.1800 0.1250 0.0000
Reinsured to Registered 0.0000 0.4214 0.7521 0.7741 0.8180 0.8812
Reinsured to Unregistered 0.0000 0.0786 0.0479 0.0459 0.0570 0.1188
Paid to Date Retained $0 $0 $0 $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 1996-2
As at December 31, 2010
.75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 25 xs 50 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,297 1,297 1,297 1,297 1,297 1,297
Expected Loss Cost per Lawyer $10 $1,100 $680 $560 $290 $290
Gross Expected Loss Volume $12,970 $1,426,700 $881,960 $726,320 $376,130 $376,130
IBNR Factor 0 0.000 0.000 0.000 0.000 0.000
IBNR Amount $0 $0 $0 $0 $0 $0 $0
Case Reserves $0 $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0 $0 $0 $0
Paid to Date $0 $0 $0 $0 $0 $0 $0
Total Ultimate Incurred $0 $0 $0 $0 $0 $0 $0
Derivation of Loss Adjustment Expenses
IBNR LAE $0 $0 $0 $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0 $0 $0 $0
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 0.5000 0.2000 0.1800 0.1250 0.0000
Reinsured to Registered 0.0000 0.4294 0.7522 0.7797 0.8180 0.8774
Reinsured to Unregistered 0.0000 0.0706 0.0478 0.0403 0.0570 0.1226
Paid to Date Retained $0 $0 $0 $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 1997-1
As at December 31, 2010
.75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 25 xs 50 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,297 1,297 1,297 1,297 1,297 1,297
Expected Loss Cost per Lawyer $10 $1,100 $680 $560 $290 $290
Gross Expected Loss Volume $12,970 $1,426,700 $881,960 $726,320 $376,130 $376,130
IBNR Factor 0 0.000 0.000 0.000 0.000 0.000
IBNR Amount $0 $0 $0 $0 $0 $0 $0
Case Reserves $0 $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0 $0 $0 $0
Paid to Date $0 $0 $0 $0 $0 $0 $0
Total Ultimate Incurred $0 $0 $0 $0 $0 $0 $0
Derivation of Loss Adjustment Expenses
IBNR LAE $0 $0 $0 $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0 $0 $0 $0
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 0.5000 0.2000 0.1800 0.1250 0.0000
Reinsured to Registered 0.0000 0.4294 0.7522 0.7797 0.8180 0.8774
Reinsured to Unregistered 0.0000 0.0706 0.0478 0.0403 0.0570 0.1226
Paid to Date Retained $0 $0 $0 $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 1997-2
As at December 31, 2010
.75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 25 xs 50 15 xs 120 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,320 1,320 1,320 1,320 1,320 1,320 1,006
Expected Loss Cost per Lawyer $10 $1,100 $680 $560 $290 $290 $125
Gross Expected Loss Volume $13,200 $1,452,000 $897,600 $739,200 $382,800 $382,800 $125,750
IBNR Factor 0 0.000 0.000 0.000 0.000 0.000 0
IBNR Amount $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves $0 $0 $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0 $0 $0 $0 $0
Paid to Date $0 $0 $0 $0 $0 $0 $0 $0
Total Ultimate Incurred $0 $0 $0 $0 $0 $0 $0 $0
Derivation of Loss Adjustment Expenses
IBNR LAE $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0 $0 $0 $0 $0
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 0.5000 0.2000 0.1800 0.1250 0.0000 0.0000
Reinsured to Registered 0.0000 0.4294 0.7434 0.7797 0.7903 0.8717 0.8902
Reinsured to Unregistered 0.0000 0.0706 0.0566 0.0403 0.0847 0.1283 0.1098
Paid to Date Retained $0 $0 $0 $0 $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0 $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 1998-1
As at December 31, 2010
.75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 25 xs 50 15 xs 120 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,320 1,320 1,320 1,320 1,320 1,320 1,006
Expected Loss Cost per Lawyer $10 $1,100 $680 $560 $290 $290 $125
Gross Expected Loss Volume $13,200 $1,452,000 $897,600 $739,200 $382,800 $382,800 $125,750
IBNR Factor 0 0.000 0.000 0.000 0.000 0.000 0
IBNR Amount $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves $0 $0 $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0 $0 $0 $0 $0
Paid to Date $0 $0 $0 $0 $0 $0 $0 $0
Total Ultimate Incurred $0 $0 $0 $0 $0 $0 $0 $0
Derivation of Loss Adjustment Expenses
IBNR LAE $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0 $0 $0 $0 $0
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 0.5000 0.2000 0.1800 0.1250 0.0000 0.0000
Reinsured to Registered 0.0000 0.4294 0.7434 0.7797 0.7903 0.8717 0.8902
Reinsured to Unregistered 0.0000 0.0706 0.0566 0.0403 0.0847 0.1283 0.1098
Paid to Date Retained $0 $0 $0 $0 $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0 $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 1998-2
As at December 31, 2010
LAYER .75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 130 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,400 1,400 1,400 1,400 1,400 1,400 1,071
Expected Loss Cost per Lawyer $10 $1,140 $750 $635 $335 $285 $185
Gross Expected Loss Volume $14,000 $1,596,000 $1,050,000 $889,000 $469,000 $399,000 $198,043
IBNR Factor 0 0.000 0.000 0.000 0.000 0.000 0
IBNR Amount $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves $0 $0 $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0 $0 $0 $0 $0
Paid to Date $0 $7,658.,266 $7,500,000 $5,138,403 $0 $0 $0  $20,296,669
Total Ultimate Incurred $0 $7,658,266 $7,500,000 $5,138,403 $0 $0 $0  $20,296,669
Derivation of Loss Adjustment Expenses
IBNR LAE $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0 $0 $0 $0 $0
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 0.5000 0.2000 0.1800 0.1250 0.0000 0.0000
Reinsured to Registered 0.0000 0.4263 0.7404 0.7793 0.7903 0.8717 0.8902
Reinsured to Unregistered 0.0000 0.0737 0.0596 0.0407 0.0847 0.1283 0.1098
Paid to Date Retained $0 $3,829,133 $1,500,000 $924,913 $0 $0 $0 $6,254,045
Paid Ceded to
Registered Reinsurers $0 $3,264,719 $5,553,000 $4,004,358 $0 $0 $0  $12,822,076
Unregistered Reinsurers $0 $564,414 $447,000 $209,133 $0 $0 $0 $1,220,547
Case Reserves Retained $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0 $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 1999-1
As at December 31, 2010
.75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 130 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,438 1,438 1,438 1,438 1,438 1,438 1,109
Expected Loss Cost per Lawyer $10 $1,140 $750 $635 $335 $285 $185
Gross Expected Loss Volume $14,380 $1,639,320 $1,078,500 $913,130 $481,730 $409,830 $205,073
IBNR Factor 0 0.000 0.000 0.000 0.000 0.000 0
IBNR Amount $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves $0 $0 $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $0 $0 $0 $0 $0 $0 $0 $0
Paid to Date $0 $0 $0 $0 $0 $0 $0 $0
Total Ultimate Incurred $0 $0 $0 $0 $0 $0 $0 $0
Derivation of Loss Adjustment Expenses
IBNR LAE $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves LAE $0 $0 $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $0 $0 $0 $0 $0 $0 $0 $0
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 0.5000 0.2000 0.1800 0.1250 0.0000 0.0000
Reinsured to Registered 0.0000 0.4263 0.7404 0.7793 0.7903 0.8717 0.8902
Reinsured to Unregistered 0.0000 0.0737 0.0596 0.0407 0.0847 0.1283 0.1098
Paid to Date Retained $0 $0 $0 $0 $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Total Reserves Retained $0 $0 $0 $0 $0 $0 $0 $0
Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 1999-2
As at December 31, 2010
LAYER .75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 130 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,497 1,497 1,497 1,497 1,497 1,514 1,177
Expected Loss Cost per Lawyer $10 $1,112 $769 $665 $353 $300 $205
Gross Expected Loss Volume $14,965 $1,664,108 $1,150,809 $995,173 $528,265 $454,275 $241,234
IBNR Factor 0.008 0.008 0.008 0.008 0.008 0.008 0.008
IBNR Amount $120 $13,313 $9,206 $7,961 $4,226 $3,634 $1,930 $40,391
Case Reserves $0 $0 $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $120 $13,313 $9,206 $7,961 $4,226 $3,634 $1,930 $40,391
Paid to Date $0 $5,466,191 $2,605,779 $0 $0 $0 $0 $8,071,971
Total Ultimate Incurred $120 $5,479,504 $2,614,986 $7,961 $4,226 $3,634 $1,930 $8,112,361
Derivation of Loss Adjustment Expenses
IBNR LAE $4 $459 $318 $275 $146 $125 $67 $1,393
Case Reserves LAE $0 $0 $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $4 $459 $318 $275 $146 $125 $67 $1,393
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 0.5000 0.2000 0.1800 0.1250 0.0000 0.0000
Reinsured to Registered 0.0000 0.4680 0.7598 0.7761 0.7912 0.8600 0.8816
Reinsured to Unregistered 0.0000 0.0320 0.0402 0.0439 0.0838 0.1400 0.1184
Paid to Date Retained $0 $2,733,096 $521,156 $0 $0 $0 $0 $3,254,252
Paid Ceded to
Registered Reinsurers $0 $2,558,178 $1,979,871 $0 $0 $0 $0 $4,538,049
Unregistered Reinsurers $0 $174,918 $104,752 $0 $0 $0 $0 $279,670
Case Reserves Retained $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $120 $6,656 $1,841 $1,433 $528 $0 $0 $10,579
IBNR Reserves Ceded to
Registered Reinsurers $0 $6,230 $6,995 $6,179 $3,344 $3,125 $1,701 $27,575
Unregistered Reinsurers $0 $426 $370 $350 $354 $509 $228 $2,237
Total Reserves Retained $120 $6,656 $1,841 $1,433 $528 $0 $0 $10,579
Reserves Ceded to
Registered Reinsurers $0 $6,230 $6,995 $6,179 $3,344 $3,125 $1,701 $27,575
Unregistered Reinsurers $0 $426 $370 $350 $354 $509 $228 $2,237
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 2000-1
As at December 31, 2010
LAYER .75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 130 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,732 1,732 1,732 1,732 1,732 1,768 1,322
Expected Loss Cost per Lawyer $10 $1,112 $769 $665 $353 $300 $205
Gross Expected Loss Volume $17,324 $1,926,447 $1,332,228 $1,152,057 $611,543 $530,375 $271,095
IBNR Factor 0.008 0.008 0.008 0.008 0.008 0.008 0.008
IBNR Amount $139 $15,412 $10,658 $9,216 $4,892 $4,243 $2,169 $46,729
Case Reserves $0 $0 $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $139 $15,412 $10,658 $9,216 $4,892 $4,243 $2,169 $46,729
Paid to Date $0 $420,614 $0 $0 $0 $0 $0 $420,614
Total Ultimate Incurred $139 $436,026 $10,658 $9,216 $4,892 $4,243 $2,169 $467,343
Derivation of Loss Adjustment Expenses
IBNR LAE $5 $532 $368 $318 $169 $146 $75 $1,612
Case Reserves LAE $0 $0 $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $5 $532 $368 $318 $169 $146 $75 $1,612
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 0.5000 0.2000 0.1800 0.1250 0.0000 0.0000
Reinsured to Registered 0.0000 0.4680 0.7598 0.7761 0.7912 0.8600 0.8816
Reinsured to Unregistered 0.0000 0.0320 0.0402 0.0439 0.0838 0.1400 0.1184
Paid to Date Retained $0 $210,307 $0 $0 $0 $0 $0 $210,307
Paid Ceded to
Registered Reinsurers $0 $196,847 $0 $0 $0 $0 $0 $196,847
Unregistered Reinsurers $0 $13,460 $0 $0 $0 $0 $0 $13,460
Case Reserves Retained $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $139 $7,706 $2,132 $1,659 $612 $0 $0 $12,246
IBNR Reserves Ceded to
Registered Reinsurers $0 $7,213 $8,098 $7,153 $3,871 $3,649 $1,912 $31,895
Unregistered Reinsurers $0 $493 $428 $405 $410 $594 $257 $2,587
Total Reserves Retained $139 $7,706 $2,132 $1,659 $612 $0 $0 $12,246
Reserves Ceded to
Registered Reinsurers $0 $7,213 $8,098 $7,153 $3,871 $3,649 $1,912 $31,895
Unregistered Reinsurers $0 $493 $428 $405 $410 $594 $257 $2,587
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 2000-2
As at December 31, 2010
LAYER .75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 140 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,918 1,918 1,918 1,918 1,918 1,945 1,462
Expected Loss Cost per Lawyer $70 $1,463 $1,167 $948 $436 $82 $43
Gross Expected Loss Volume $134,248 $2,805,790 $2,238,112 $1,818,106 $836,175 $159,517 $62,859
IBNR Factor 0.015 0.015 0.015 0.015 0.015 0.015 0.015
IBNR Amount $2,014 $42,087 $33,572 $27,272 $12,543 $2,393 $943 $120,822
Case Reserves $0 $0 $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $2,014 $42,087 $33,572 $27,272 $12,543 $2,393 $943 $120,822
Paid to Date $0 $0 $0 $0 $0 $0 $0 $0
Total Ultimate Incurred $2,014 $42,087 $33,572 $27,272 $12,543 $2,393 $943 $120,822
Derivation of Loss Adjustment Expenses
IBNR LAE $69 $1,452 $1,158 $941 $433 $83 $33 $4,168
Case Reserves LAE $0 $0 $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $69 $1,452 $1,158 $941 $433 $83 $33 $4,168
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 0.5000 0.2000 0.1800 0.1250 0.0000 0.0000
Reinsured to Registered 0.0000 0.4680 0.7598 0.7761 0.7912 0.8600 0.8816
Reinsured to Unregistered 0.0000 0.0320 0.0402 0.0439 0.0838 0.1400 0.1184
Paid to Date Retained $0 $0 $0 $0 $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $2,014 $21,043 $6,714 $4,909 $1,568 $0 $0 $36,248
IBNR Reserves Ceded to
Registered Reinsurers $0 $19,697 $25,508 $21,165 $9,924 $2,058 $831 $79,183
Unregistered Reinsurers $0 $1,347 $1,350 $1,197 $1,051 $335 $112 $5,391
Total Reserves Retained $2,014 $21,043 $6,714 $4,909 $1,568 $0 $0 $36,248
Reserves Ceded to
Registered Reinsurers $0 $19,697 $25,508 $21,165 $9,924 $2,058 $831 $79,183

Unregistered Reinsurers $0 $1,347 $1,350 $1,197 $1,051 $335 $112 $5,391
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 2001-1
As at December 31, 2010
LAYER .75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 140 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 2,090 2,090 2,090 2,090 2,090 2,096 1,561
Expected Loss Cost per Lawyer $70 $1,463 $1,167 $948 $436 $82 $43
Gross Expected Loss Volume $146,300 $3,057,670 $2,439,030 $1,981,320 $911,240 $171,858 $67,116
IBNR Factor 0.015 0.015 0.015 0.015 0.015 0.015 0.015
IBNR Amount $2,195 $45,865 $36,585 $29,720 $13,669 $2,578 $1,007 $131,618
Case Reserves $0 $1,000,000 $0 $0 $0 $0 $0 $1,000,000
Total Reserves (Ind. & Leg.) $2,195 $1,045,865 $36,585 $29,720 $13,669 $2,578 $1,007 $1,131,618
Paid to Date $0 $0 $0 $0 $0 $0 $0 $0
Total Ultimate Incurred $2,195 $1,045,865 $36,585 $29,720 $13,669 $2,578 $1,007 $1,131,618
Derivation of Loss Adjustment Expenses
IBNR LAE $76 $1,582 $1,262 $1,025 $472 $89 $35 $4,541
Case Reserves LAE $0 $34,500 $0 $0 $0 $0 $0 $34,500
Total LAE(3.45%) $76 $36,082 $1,262 $1,025 $472 $89 $35 $39,041
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 0.5000 0.2000 0.1800 0.1250 0.0000 0.0000
Reinsured to Registered 0.0000 0.4680 0.7598 0.7761 0.7912 0.8600 0.8816
Reinsured to Unregistered 0.0000 0.0320 0.0402 0.0439 0.0838 0.1400 0.1184
Paid to Date Retained $0 $0 $0 $0 $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $500,000 $0 $0 $0 $0 $0 $500,000
Case Reserves Ceded to
Registered Reinsurers $0 $468,000 $0 $0 $0 $0 $0 $468,000
Unregistered Reinsurers $0 $32,000 $0 $0 $0 $0 $0 $32,000
IBNR Reserves Retained $2,195 $22,933 $7,317 $5,350 $1,709 $0 $0 $39,502
IBNR Reserves Ceded to
Registered Reinsurers $0 $21,465 $27,798 $23,066 $10,815 $2,217 $8388 $86,247
Unregistered Reinsurers $0 $1,468 $1,471 $1,305 $1,145 $361 $119 $5,869
Total Reserves Retained $2,195 $522,933 $7,317 $5,350 $1,709 $0 $0 $539,502
Reserves Ceded to
Registered Reinsurers $0 $489,465 $27,798 $23,066 $10,815 $2,217 $888 $554,247

Unregistered Reinsurers $0 $33,468 $1,471 $1,305 $1,145 $361 $119 $37,869
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 2001-2
As at December 31, 2010
LAYER .75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 140 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 2,067 2,067 2,067 2,067 2,067 2,096 1,568
Expected Loss Cost per Lawyer $70 $1,463 $1,167 $948 $436 $82 $43
Gross Expected Loss Volume $144,690 $3,024,021 $2,412,189 $1,959,516 $901,212 $171,831 $67,424
IBNR Factor 0.034 0.034 0.034 0.034 0.034 0.034 0.034
IBNR Amount $4,919 $102,817 $82,014 $66,624 $30,641 $5,842 $2,292 $295,150
Case Reserves $0 $0 $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $4,919 $102,817 $82,014 $66,624 $30,641 $5,842 $2,292 $295,150
Paid to Date $0 $7,154,054 $7,500,000 $2,890,929 $0 $0 $0  $17,544,983
Total Ultimate Incurred $4,919 $7,256,871 $7,582,014 $2,957,552 $30,641 $5,842 $2,292  $17,840,133
Derivation of Loss Adjustment Expenses
IBNR LAE $170 $3,547 $2,829 $2,299 $1,057 $202 $79 $10,183
Case Reserves LAE $0 $0 $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $170 $3,547 $2,829 $2,299 $1,057 $202 $79 $10,183
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 0.5000 0.2000 0.1800 0.1250 0.0000 0.0000
Reinsured to Registered 0.0000 0.4680 0.8000 0.7897 0.7912 0.8600 0.8816
Reinsured to Unregistered 0.0000 0.0320 0.0000 0.0303 0.0838 0.1400 0.1184
Paid to Date Retained $0 $3,577,027 $1,500,000 $520,367 $0 $0 $0 $5,597,394
Paid Ceded to
Registered Reinsurers $0 $3,348,097 $6,000,000 $2,282,966 $0 $0 $0  $11,631,064
Unregistered Reinsurers $0 $228,930 $0 $87,595 $0 $0 $0 $316,525
Case Reserves Retained $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $4,919 $51,408 $16,403 $11,992 $3,830 $0 $0 $88,553
IBNR Reserves Ceded to
Registered Reinsurers $0 $48,118 $65,612 $52,613 $24,243 $5,024 $2,021 $197,631
Unregistered Reinsurers $0 $3,290 $0 $2,019 $2,568 $818 $271 $8,966
Total Reserves Retained $4,919 $51,408 $16,403 $11,992 $3,830 $0 $0 $88,553
Reserves Ceded to
Registered Reinsurers $0 $48,118 $65,612 $52,613 $24,243 $5,024 $2,021 $197,631

Unregistered Reinsurers $0 $3,290 $0 $2,019 $2,568 $818 $271 $8,966
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 2002-1
As at December 31, 2010
LAYER .75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 140 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 2,175 2,175 2,175 2,175 2,175 2,175 1,663
Expected Loss Cost per Lawyer $70 $1,463 $1,167 $948 $436 $82 $43
Gross Expected Loss Volume $152,215 $3,181,294 $2,537,642 $2,061,426 $948,082 $178,309 $71,509
IBNR Factor 0.034 0.034 0.034 0.034 0.034 0.034 0.034
IBNR Amount $5,175 $108,164 $86,280 $70,088 $32,235 $6,063 $2,431 $310,436
Case Reserves $0 $700,000 $0 $0 $0 $0 $0 $700,000
Total Reserves (Ind. & Leg.) $5,175 $808,164 $86,280 $70,088 $32,235 $6,063 $2,431 $1,010,436
Paid to Date $0 $8,773 $0 $0 $0 $0 $0 $8,773
Total Ultimate Incurred $5,175 $816,937 $86,280 $70,088 $32,235 $6,063 $2,431 $1,019,210
Derivation of Loss Adjustment Expenses
IBNR LAE $179 $3,732 $2,977 $2,418 $1,112 $209 $84 $10,710
Case Reserves LAE $0 $24,150 $0 $0 $0 $0 $0 $24,150
Total LAE(3.45%) $179 $27,882 $2,977 $2,418 $1,112 $209 $84 $34,860
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 0.5000 0.2000 0.1800 0.1250 0.0000 0.0000
Reinsured to Registered 0.0000 0.4680 0.8000 0.7897 0.7912 0.8600 0.8816
Reinsured to Unregistered 0.0000 0.0320 0.0000 0.0303 0.0838 0.1400 0.1184
Paid to Date Retained $0 $4,387 $0 $0 $0 $0 $0 $4,387
Paid Ceded to
Registered Reinsurers $0 $4,106 $0 $0 $0 $0 $0 $4,106
Unregistered Reinsurers $0 $281 $0 $0 $0 $0 $0 $281
Case Reserves Retained $0 $350,000 $0 $0 $0 $0 $0 $350,000
Case Reserves Ceded to
Registered Reinsurers $0 $327,600 $0 $0 $0 $0 $0 $327,600
Unregistered Reinsurers $0 $22,400 $0 $0 $0 $0 $0 $22,400
IBNR Reserves Retained $5,175 $54,082 $17,256 $12,616 $4,029 $0 $0 $93,159
IBNR Reserves Ceded to
Registered Reinsurers $0 $50,621 $69,024 $55,349 $25,504 $5,214 $2,143 $207,855
Unregistered Reinsurers $0 $3,461 $0 $2,124 $2,701 $849 $288 $9.,423
Total Reserves Retained $5,175 $404,082 $17,256 $12,616 $4,029 $0 $0 $443,159
Reserves Ceded to
Registered Reinsurers $0 $378,221 $69,024 $55,349 $25,504 $5,214 $2,143 $535,455
Unregistered Reinsurers $0 $25,861 $0 $2,124 $2,701 $849 $288 $31,823
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 2002-2
As at December 31, 2010
LAYER .75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 140 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 2,175 2,175 2,175 2,175 2,175 2,175 1,971
Expected Loss Cost per Lawyer $73 $1,524 $1,224 $1,002 $464 $92 $49
Gross Expected Loss Volume $158,739 $3,313,938 $2,661,588 $2,178,849 $1,008,968 $200,054 $96,555
IBNR Factor 0.048 0.048 0.048 0.048 0.048 0.048 0.048
IBNR Amount $7,619 $159,069 $127,756 $104,585 $48,430 $9,603 $4,635 $461,697
Case Reserves $0 $0 $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $7,619 $159,069 $127,756 $104,585 $48,430 $9,603 $4,635 $461,697
Paid to Date $0 $271,947 $0 $0 $0 $0 $0 $271,947
Total Ultimate Incurred $7,619 $431,016 $127,756 $104,585 $48,430 $9,603 $4,635 $733,644
Derivation of Loss Adjustment Expenses
IBNR LAE $263 $5,488 $4,408 $3,608 $1,671 $331 $160 $15,929
Case Reserves LAE $0 $0 $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $263 $5,488 $4,408 $3,608 $1,671 $331 $160 $15,929
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 1.0000 0.2000 0.1800 0.1250 0.0000 0.0000
Reinsured to Registered 0.0000 0.0000 0.8000 0.8200 0.6342 0.7646 0.1823
Reinsured to Unregistered 0.0000 0.0000 0.0000 0.0000 0.2408 0.2354 0.8177
Paid to Date Retained $0 $271,947 $0 $0 $0 $0 $0 $271,947
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $7,619 $159,069 $25,551 $18,825 $6,054 $0 $0 $217,119
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $102,205 $85,759 $30,715 $7,342 $845 $226,866
Unregistered Reinsurers $0 $0 $0 $0 $11,662 $2,260 $3,790 $17,712
Total Reserves Retained $7,619 $159,069 $25,551 $18,825 $6,054 $0 $0 $217,119
Reserves Ceded to
Registered Reinsurers $0 $0 $102,205 $85,759 $30,715 $7,342 $845 $226,866

Unregistered Reinsurers $0 $0 $0 $0 $11,662 $2,260 $3,790 $17,712
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 2003-1
As at December 31, 2010
LAYER .75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 140 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 2,349 2,349 2,349 2,349 2,349 2,349 2,040
Expected Loss Cost per Lawyer $73 $1,524 $1,224 $1,002 $464 $92 $49
Gross Expected Loss Volume $171,450 $3,579,305 $2,874,717 $2,353,322 $1,089,762 $216,074 $99,948
IBNR Factor 0.048 0.048 0.048 0.048 0.048 0.048 0.048
IBNR Amount $8,230 $171,807 $137,986 $112,959 $52,309 $10,372 $4,797 $498,460
Case Reserves $0 $3,123,179 $0 $0 $0 $0 $0 $3,123,179
Total Reserves (Ind. & Leg.) $8,230 $3,294,986 $137,986 $112,959 $52,309 $10,372 $4,797 $3,621,639
Paid to Date $0 $3,126,018 $0 $0 $0 $0 $0 $3,126,018
Total Ultimate Incurred $8,230 $6,421,004 $137,986 $112,959 $52,309 $10,372 $4,797 $6,747,657
Derivation of Loss Adjustment Expenses
IBNR LAE $284 $5,927 $4,761 $3,897 $1,805 $358 $166 $17,197
Case Reserves LAE $0 $107,750 $0 $0 $0 $0 $0 $107,750
Total LAE(3.45%) $284 $113,677 $4,761 $3,897 $1,805 $358 $166 $124,947
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 1.0000 0.2000 0.1800 0.1250 0.0000 0.0000
Reinsured to Registered 0.0000 0.0000 0.8000 0.8200 0.6342 0.7646 0.1823
Reinsured to Unregistered 0.0000 0.0000 0.0000 0.0000 0.2408 0.2354 0.8177
Paid to Date Retained $0 $3,126,018 $0 $0 $0 $0 $0 $3,126,018
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $3,123,179 $0 $0 $0 $0 $0 $3,123,179
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $8,230 $171,807 $27,597 $20,333 $6,539 $0 $0 $234,505
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $110,389 $92,627 $33,174 $7,930 $875 $244,995
Unregistered Reinsurers $0 $0 $0 $0 $12,596 $2,441 $3,923 $18,960
Total Reserves Retained $8,230 $3,294,986 $27,597 $20,333 $6,539 $0 $0 $3,357,684
Reserves Ceded to
Registered Reinsurers $0 $0 $110,389 $92,627 $33,174 $7,930 $875 $244,995

Unregistered Reinsurers $0 $0 $0 $0 $12,596 $2,441 $3,923 $18,960
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 2003-2
As at December 31, 2010
LAYER .75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 140 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 2,349 2,349 2,349 2,349 2,349 2,349 2,040
Expected Loss Cost per Lawyer $76 $1,592 $1,218 $1,025 $483 $103 $57
Gross Expected Loss Volume $178,496 $3,739,011 $2,861,780 $2,407,226 $1,134,252 $241,908 $116,266
IBNR Factor 0.048 0.048 0.048 0.048 0.048 0.048 0.048
IBNR Amount $8,568 $179,473 $137,365 $115,547 $54,444 $11,612 $5,581 $512,589
Case Reserves $0 $24,421 $0 $0 $0 $0 $0 $24,421
Total Reserves (Ind. & Leg.) $8,568 $203,893 $137,365 $115,547 $54,444 $11,612 $5,581 $537,010
Paid to Date $0 $1,637,555 $0 $0 $0 $0 $0 $1,637,555
Total Ultimate Incurred $8,568 $1,841,449 $137,365 $115,547 $54,444 $11,612 $5,581 $2,174,565
Derivation of Loss Adjustment Expenses
IBNR LAE $296 $6,192 $4,739 $3,986 $1,878 $401 $193 $17,684
Case Reserves LAE $0 $843 $0 $0 $0 $0 $0 $843
Total LAE(3.45%) $296 $7,034 $4,739 $3,986 $1,878 $401 $193 $18,527
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 1.0000 0.2000 0.1800 0.1250 0.0000 0.0000
Reinsured to Registered 0.0000 0.0000 0.8000 0.8200 0.5750 0.7385 0.0966
Reinsured to Unregistered 0.0000 0.0000 0.0000 0.0000 0.3000 0.2615 0.9034
Paid to Date Retained $0 $1,637,555 $0 $0 $0 $0 $0 $1,637,555
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $24,421 $0 $0 $0 $0 $0 $24,421
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $8,568 $179,473 $27,473 $20,798 $6,806 $0 $0 $243,117
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $109,892 $94,748 $31,305 $8,575 $539 $245,060
Unregistered Reinsurers $0 $0 $0 $0 $16,333 $3,036 $5,042 $24.411
Total Reserves Retained $8,568 $203,893 $27,473 $20,798 $6,806 $0 $0 $267,538
Reserves Ceded to
Registered Reinsurers $0 $0 $109,892 $94,748 $31,305 $8,575 $539 $245,060

Unregistered Reinsurers $0 $0 $0 $0 $16,333 $3,036 $5,042 $24.411
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 2004-1
As at December 31, 2010
LAYER .75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 140 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 2,371 2,371 2,371 2,371 2,371 2,371 2,059
Expected Loss Cost per Lawyer $76 $1,592 $1,215 $1,023 $482 $103 $57
Gross Expected Loss Volume $180,168 $3,774,035 $2,879,622 $2,424,815 $1,143,109 $244,174 $117,370
IBNR Factor 0.048 0.048 0.048 0.048 0.048 0.048 0.048
IBNR Amount $8,648 $181,154 $138,222 $116,391 $54,869 $11,720 $5,634 $516,638
Case Reserves $0 $1,294,464 $0 $0 $45,071 $0 $0 $1,339,536
Total Reserves (Ind. & Leg.) $8,648 $1,475,618 $138,222 $116,391 $99,941 $11,720 $5,634 $1,856,174
Paid to Date $0 $5,709,589 $7,500,000 $12,500,000 $9,954,928 $0 $0  $35,664,517
Total Ultimate Incurred $8,648 $7,185,207 $7,638,222 $12,616,391 $10,054,869 $11,720 $5,634  $37,520,691
Derivation of Loss Adjustment Expenses
IBNR LAE $298 $6,250 $4,769 $4,015 $1,893 $404 $194 $17,824
Case Reserves LAE $0 $44.,659 $0 $0 $1,555 $0 $0 $46,214
Total LAE(3.45%) $298 $50,909 $4,769 $4,015 $3,448 $404 $194 $64,038
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 1.0000 0.2000 0.1800 0.1250 0.0000 0.0000
Reinsured to Registered 0.0000 0.0000 0.8000 0.8200 0.5750 0.7385 0.0966
Reinsured to Unregistered 0.0000 0.0000 0.0000 0.0000 0.3000 0.2615 0.9034
Paid to Date Retained $0 $5,709,589 $1,500,000 $2,250,000 $1,244,366 $0 $0  $10,703,955
Paid Ceded to
Registered Reinsurers $0 $0 $6,000,000 $10,250,000 $5,724,084 $0 $0  $21,974,084
Unregistered Reinsurers $0 $0 $0 $0 $2,986,479 $0 $0 $2,986,479
Case Reserves Retained $0 $1,294,464 $0 $0 $5,634 $0 $0 $1,300,098
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $25,916 $0 $0 $25,916
Unregistered Reinsurers $0 $0 $0 $0 $13,521 $0 $0 $13,521
IBNR Reserves Retained $8,648 $181,154 $27,644 $20,950 $6,859 $0 $0 $245,255
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $110,577 $95,441 $31,550 $8,655 $544 $246,768
Unregistered Reinsurers $0 $0 $0 $0 $16,461 $3,065 $5,090 $24,615
Total Reserves Retained $8,648 $1,475,618 $27,644 $20,950 $12,493 $0 $0 $1,545,353
Reserves Ceded to
Registered Reinsurers $0 $0 $110,577 $95,441 $57,466 $8,655 $544 $272,684

Unregistered Reinsurers $0 $0 $0 $0 $29,982 $3,065 $5,090 $38,137
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 2004-2
As at December 31, 2010
LAYER .75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 140 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 2,371 2,371 2,371 2,371 2,371 2,371 2,059
Expected Loss Cost per Lawyer $79 $1,668 $1,284 $1,092 $520 $118 $66
Gross Expected Loss Volume $187,279 $3,954,203 $3,043,825 $2,588,971 $1,232,842 $279,734 $135,902
IBNR Factor 0.070 0.070 0.070 0.070 0.070 0.070 0.070
IBNR Amount $13,110 $276,794 $213,068 $181,228 $86,299 $19,581 $9,513 $799,593
Case Reserves $0 $50,984 $0 $0 $0 $0 $0 $50,984
Total Reserves (Ind. & Leg.) $13,110 $327,778 $213,068 $181,228 $86,299 $19,581 $9,513 $850,577
Paid to Date $0 $949,016 $0 $0 $0 $0 $0 $949,016
Total Ultimate Incurred $13,110 $1,276,794 $213,068 $181,228 $86,299 $19,581 $9,513 $1,799,593
Derivation of Loss Adjustment Expenses
IBNR LAE $452 $9,549 $7,351 $6,252 $2,977 $676 $328 $27,586
Case Reserves LAE $0 $1,759 $0 $0 $0 $0 $0 $1,759
Total LAE(3.45%) $452 $11,308 $7,351 $6,252 $2,977 $676 $328 $29,345
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 1.0000 0.2000 0.1800 0.1250 0.0000 0.0000
Reinsured to Registered 0.0000 0.0000 0.7500 0.8200 0.6305 0.7486 0.0966
Reinsured to Unregistered 0.0000 0.0000 0.0500 0.0000 0.2445 0.2514 0.9034
Paid to Date Retained $0 $949,016 $0 $0 $0 $0 $0 $949,016
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $50,984 $0 $0 $0 $0 $0 $50,984
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $13,110 $276,794 $42,614 $32,621 $10,787 $0 $0 $375,926
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $159,801 $148,607 $54,411 $14,659 $919 $378,397
Unregistered Reinsurers $0 $0 $10,653 $0 $21,100 $4,923 $8,594 $45,270
Total Reserves Retained $13,110 $327,778 $42.614 $32,621 $10,787 $0 $0 $426,910
Reserves Ceded to
Registered Reinsurers $0 $0 $159,801 $148,607 $54,411 $14,659 $919 $378,397

Unregistered Reinsurers $0 $0 $10,653 $0 $21,100 $4,923 $8,594 $45,270
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 2005-1
As at December 31, 2010
LAYER .75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 140 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 2,373 2,373 2,373 2,373 2,373 2,373 2,049
Expected Loss Cost per Lawyer $79 $1,668 $1,280 $1,090 $519 $118 $66
Gross Expected Loss Volume $187,428 $3,957,330 $3,036,359 $2,585,526 $1,231,847 $279,955 $135,201
IBNR Factor 0.070 0.070 0.070 0.070 0.070 0.070 0.070
IBNR Amount $13,120 $277,013 $212,545 $180,987 $86,229 $19,597 $9,464 $798,955
Case Reserves $0 $811,662 $0 $0 $0 $0 $0 $811,662
Total Reserves (Ind. & Leg.) $13,120 $1,088,675 $212,545 $180,987 $86,229 $19,597 $9,464 $1,610,618
Paid to Date $0 $38,338 $0 $0 $0 $0 $0 $38,338
Total Ultimate Incurred $13,120 $1,127,013 $212,545 $180,987 $86,229 $19,597 $9.464 $1,648,955
Derivation of Loss Adjustment Expenses
IBNR LAE $453 $9,557 $7,333 $6,244 $2,975 $676 $327 $27,564
Case Reserves LAE $0 $28,002 $0 $0 $0 $0 $0 $28,002
Total LAE(3.45%) $453 $37,559 $7,333 $6,244 $2,975 $676 $327 $55,566
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 1.0000 0.2000 0.1800 0.1250 0.0000 0.0000
Reinsured to Registered 0.0000 0.0000 0.7500 0.8200 0.6305 0.7486 0.0966
Reinsured to Unregistered 0.0000 0.0000 0.0500 0.0000 0.2445 0.2514 0.9034
Paid to Date Retained $0 $38,338 $0 $0 $0 $0 $0 $38,338
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $811,662 $0 $0 $0 $0 $0 $811,662
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $13,120 $277,013 $42,509 $32,578 $10,779 $0 $0 $375,998
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $159,409 $148,409 $54,368 $14,670 $914 $377,770
Unregistered Reinsurers $0 $0 $10,627 $0 $21,083 $4,927 $8,550 $45,187
Total Reserves Retained $13,120 $1,088,675 $42,509 $32,578 $10,779 $0 $0 $1,187,661
Reserves Ceded to
Registered Reinsurers $0 $0 $159,409 $148,409 $54,368 $14,670 $914 $377,770
Unregistered Reinsurers $0 $0 $10,627 $0 $21,083 $4,927 $8,550 $45,187
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 2005-2
As at December 31, 2010
LAYER .75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 140 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 2,373 2,373 2,373 2,373 2,373 2,373 2,049
Expected Loss Cost per Lawyer $83 $1,752 $1,359 $1,171 $565 $139 $79
Gross Expected Loss Volume $196,918 $4,156,620 $3,223,221 $2,778,400 $1,339,985 $329,778 $161,832
IBNR Factor 0.111 0.111 0.111 0.111 0.111 0.111 0.111
IBNR Amount $21,858 $461,385 $357,778 $308,402 $148,738 $36,605 $17,963 $1,352,730
Case Reserves $0 $0 $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $21,858 $461,385 $357,778 $308,402 $148,738 $36,605 $17,963 $1,352,730
Paid to Date $0 $709,280 $0 $0 $0 $0 $0 $709,280
Total Ultimate Incurred $21,858 $1,170,665 $357,778 $308,402 $148,738 $36,605 $17,963 $2,062,010
Derivation of Loss Adjustment Expenses
IBNR LAE $754 $15,918 $12,343 $10,640 $5,131 $1,263 $620 $46,669
Case Reserves LAE $0 $0 $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $754 $15,918 $12,343 $10,640 $5,131 $1,263 $620 $46,669
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 1.0000 0.2000 0.1800 0.1250 0.0000 0.0000
Reinsured to Registered 0.0000 0.0000 0.7500 0.8000 0.8750 1.0000 0.3600
Reinsured to Unregistered 0.0000 0.0000 0.0500 0.0200 0.0000 0.0000 0.6400
Paid to Date Retained $0 $709,280 $0 $0 $0 $0 $0 $709,280
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $21,858 $461,385 $71,556 $55,512 $18,592 $0 $0 $628,903
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $268,333 $246,722 $130,146 $36,605 $6,467 $688,273
Unregistered Reinsurers $0 $0 $17,889 $6,168 $0 $0 $11,497 $35,553
Total Reserves Retained $21,858 $461,385 $71,556 $55,512 $18,592 $0 $0 $628,903
Reserves Ceded to
Registered Reinsurers $0 $0 $268,333 $246,722 $130,146 $36,605 $6,467 $688,273
Unregistered Reinsurers $0 $0 $17,889 $6,168 $0 $0 $11,497 $35,553
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 2006-1
As at December 31, 2010
LAYER .75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 140 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 2,397 2,397 2,397 2,397 2,397 2,397 2,076
Expected Loss Cost per Lawyer $83 $1,752 $1,357 $1,170 $564 $139 $79
Gross Expected Loss Volume $198,972 $4,199,982 $3,251,953 $2,804,645 $1,352,973 $333,218 $164,004
IBNR Factor 0.111 0.111 0.111 0.111 0.111 0.111 0.111
IBNR Amount $22,086 $466,198 $360,967 $311,316 $150,180 $36,987 $18,204 $1,365,938
Case Reserves $0 $0 $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $22,086 $466,198 $360,967 $311,316 $150,180 $36,987 $18,204 $1,365,938
Paid to Date $0 $2,833 $0 $0 $0 $0 $0 $2,833
Total Ultimate Incurred $22,086 $469,031 $360,967 $311,316 $150,180 $36,987 $18,204 $1,368,771
Derivation of Loss Adjustment Expenses
IBNR LAE $762 $16,084 $12,453 $10,740 $5,181 $1,276 $628 $47,125
Case Reserves LAE $0 $0 $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $762 $16,084 $12,453 $10,740 $5,181 $1,276 $628 $47,125
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 1.0000 0.2000 0.1800 0.1250 0.0000 0.0000
Reinsured to Registered 0.0000 0.0000 0.7500 0.8000 0.8750 1.0000 0.3600
Reinsured to Unregistered 0.0000 0.0000 0.0500 0.0200 0.0000 0.0000 0.6400
Paid to Date Retained $0 $2,833 $0 $0 $0 $0 $0 $2,833
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $22,086 $466,198 $72,193 $56,037 $18,772 $0 $0 $635,287
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $270,725 $249,052 $131,407 $36,987 $6,554 $694,726
Unregistered Reinsurers $0 $0 $18,048 $6,226 $0 $0 $11,651 $35,925
Total Reserves Retained $22,086 $466,198 $72,193 $56,037 $18,772 $0 $0 $635,287
Reserves Ceded to
Registered Reinsurers $0 $0 $270,725 $249,052 $131,407 $36,987 $6,554 $694,726
Unregistered Reinsurers $0 $0 $18,048 $6,226 $0 $0 $11,651 $35,925
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 2006-2
As at December 31, 2010
LAYER .75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 140 20 xs 160 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,972 1,972 2,397 2,397 2,397 2,397 2,076 877
Expected Loss Cost per Lawyer $220 $2,243 $1,510 $1,302 $540 $42 $24 $18
Gross Expected Loss Volume $433,895 $4,423,757 $3,620,949 $3,121,345 $1,295,199 $100,685 $49,824 $15,791
IBNR Factor 0.267 0.267 0.267 0.267 0.267 0.267 0.267 0.267
IBNR Amount $115,850 $1,181,143 $966,793 $833,399 $345,818 $26,883 $13,303 $4,216 $3,487,406
Case Reserves $0 $3,550,000 $0 $0 $0 $0 $0 $0 $3,550,000
Total Reserves (Ind. & Leg.) $115,850 $4,731,143 $966,793 $833,399 $345,818 $26,883 $13,303 $4,216 $7,037,406
Paid to Date $0 $0 $0 $0 $0 $0 $0 $0 $0
Total Ultimate Incurred $115,850 $4,731,143 $966,793 $833,399 $345,818 $26,883 $13,303 $4,216 $7,037,406
Derivation of Loss Adjustment Expenses
IBNR LAE $3,997 $40,749 $33,354 $28,752 $11,931 $927 $459 $145 $120,315
Case Reserves LAE $0 $122,475 $0 $0 $0 $0 $0 $0 $122,475
Total LAE(3.45%) $3,997 $163,224 $33,354 $28,752 $11,931 $927 $459 $145 $242,790
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 1.0000 0.2000 0.1800 0.1250 0.0000 0.0000 0.0000
Reinsured to Registered 0.0000 0.0000 0.7500 0.7700 0.8750 1.0000 0.3600 1.0000
Reinsured to Unregistered 0.0000 0.0000 0.0500 0.0500 0.0000 0.0000 0.6400 0.0000
Paid to Date Retained $0 $0 $0 $0 $0 $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $3,550,000 $0 $0 $0 $0 $0 $0 $3,550,000
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $115,850 $1,181,143 $193,359 $150,012 $43,227 $0 $0 $0 $1,683,591
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $725,095 $641,717 $302,591 $26,883 $4,789 $4,216 $1,705,291
Unregistered Reinsurers $0 $0 $48,340 $41,670 $0 $0 $8,514 $0 $98,524
Total Reserves Retained $115,850 $4,731,143 $193,359 $150,012 $43,227 $0 $0 $0 $5,233,591
Reserves Ceded to
Registered Reinsurers $0 $0 $725,095 $641,717 $302,591 $26,883 $4,789 $4,216 $1,705,291

Unregistered Reinsurers $0 $0 $48,340 $41,670 $0 $0 $8,514 $0 $98,524
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 2007-1
As at December 31, 2010
LAYER .75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 140 20 xs 160 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,946 1,946 2,374 2,374 2,374 2,374 2,127 2,127
Expected Loss Cost per Lawyer $220 $2,243 $1,509 $1,301 $540 $42 $24 $18
Gross Expected Loss Volume $428,065 $4,364,317 $3,583,157 $3,088,127 $1,281,128 $99,719 $51,054 $38,291
IBNR Factor 0.267 0.267 0.267 0.267 0.267 0.267 0.267 0.267
IBNR Amount $114,293 $1,165,273 $956,703 $824,530 $342,061 $26,625 $13,631 $10,224 $3,453,340
Case Reserves $0 $0 $0 $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $114,293 $1,165,273 $956,703 $824,530 $342,061 $26,625 $13,631 $10,224 $3,453,340
Paid to Date $0 $0 $0 $0 $0 $0 $0 $0 $0
Total Ultimate Incurred $114,293 $1,165,273 $956,703 $824,530 $342,061 $26,625 $13,631 $10,224 $3,453,340
Derivation of Loss Adjustment Expenses
IBNR LAE $3,943 $40,202 $33,006 $28,446 $11,801 $919 $470 $353 $119,140
Case Reserves LAE $0 $0 $0 $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $3,943 $40,202 $33,006 $28,446 $11,801 $919 $470 $353 $119,140
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 1.0000 0.2000 0.1800 0.1250 0.0000 0.0000 0.0000
Reinsured to Registered 0.0000 0.0000 0.7500 0.7700 0.8750 1.0000 0.3600 1.0000
Reinsured to Unregistered 0.0000 0.0000 0.0500 0.0500 0.0000 0.0000 0.6400 0.0000
Paid to Date Retained $0 $0 $0 $0 $0 $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $114,293 $1,165,273 $191,341 $148,415 $42,758 $0 $0 $0 $1,662,080
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $717,527 $634,888 $299,303 $26,625 $4,907 $10,224 $1,693,474
Unregistered Reinsurers $0 $0 $47,835 $41,226 $0 $0 $8,724 $0 $97,786
Total Reserves Retained $114,293 $1,165,273 $191,341 $148,415 $42,758 $0 $0 $0 $1,662,080
Reserves Ceded to
Registered Reinsurers $0 $0 $717,527 $634,888 $299,303 $26,625 $4,907 $10,224 $1,693,474

Unregistered Reinsurers $0 $0 $47,835 $41,226 $0 $0 $8,724 $0 $97,786
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 2007-2
As at December 31, 2010
LAYER .75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 140 20 xs 160 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,931 1,931 2,356 2,356 2,356 2,356 2,099 1,414
Expected Loss Cost per Lawyer $126 $1,792 $1,261 $945 $379 $28 $13 $9
Gross Expected Loss Volume $243,306 $3,460,352 $2,970,168 $2,225,966 $893,454 $65,961 $27,284 $12,724
IBNR Factor 0.464 0.464 0.464 0.464 0.464 0.464 0.464 0.464
IBNR Amount $112,894 $1,605,603 $1,378,158 $1,032,848 $414,563 $30,606 $12,660 $5,904 $4,593,235
Case Reserves $0 $81,594 $0 $0 $0 $0 $0 $0 $81,594
Total Reserves (Ind. & Leg.) $112,894 $1,687,197 $1,378,158 $1,032,848 $414,563 $30,606 $12,660 $5,904 $4,674,829
Paid to Date $0 $2,184,024 $0 $0 $0 $0 $0 $0 $2,184,024
Total Ultimate Incurred $112,894 $3,871,221 $1,378,158 $1,032,848 $414,563 $30,606 $12,660 $5,904 $6,858,853
Derivation of Loss Adjustment Expenses
IBNR LAE $3,895 $55,393 $47,546 $35,633 $14,302 $1,056 $437 $204 $158,467
Case Reserves LAE $0 $2,815 $0 $0 $0 $0 $0 $0 $2,815
Total LAE(3.45%) $3,895 $58,208 $47,546 $35,633 $14,302 $1,056 $437 $204 $161,282
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 1.0000 0.3000 0.1800 0.1250 0.0000 0.0000 0.0000
Reinsured to Registered 0.0000 0.0000 0.6500 0.7700 0.8750 1.0000 0.3600 1.0000
Reinsured to Unregistered 0.0000 0.0000 0.0500 0.0500 0.0000 0.0000 0.6400 0.0000
Paid to Date Retained $0 $2,184,024 $0 $0 $0 $0 $0 $0 $2,184,024
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $81,594 $0 $0 $0 $0 $0 $0 $81,594
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $112,894 $1,605,603 $413,447 $185,913 $51,820 $0 $0 $0 $2,369,678
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $895,803 $795,293 $362,742 $30,606 $4,557 $5,904 $2,094,905
Unregistered Reinsurers $0 $0 $68,908 $51,642 $0 $0 $8,102 $0 $128,652
Total Reserves Retained $112,894 $1,687,197 $413,447 $185,913 $51,820 $0 $0 $0 $2,451,271
Reserves Ceded to
Registered Reinsurers $0 $0 $895,803 $795,293 $362,742 $30,606 $4,557 $5,904 $2,094,905

Unregistered Reinsurers $0 $0 $68,908 $51,642 $0 $0 $8,102 $0 $128,652
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 2008-1
As at December 31, 2010
LAYER .75 xs .25 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 140 20 xs 160 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,995 1,995 2,428 2,428 2,428 2,428 2,162 1,476
Expected Loss Cost per Lawyer $126 $1,792 $1,262 $945 $379 $28 $13 $9
Gross Expected Loss Volume $251,339 $3,574,592 $3,063,498 $2,295,130 $921,305 $67,977 $28,103 $13,280
IBNR Factor 0.464 0.464 0.464 0.464 0.464 0.464 0.464 0.464
IBNR Amount $116,621 $1,658,611 $1,421,463 $1,064,940 $427,486 $31,541 $13,040 $6,162 $4,739,863
Case Reserves $0 $4,500,000 $0 $0 $0 $0 $0 $0 $4,500,000
Total Reserves (Ind. & Leg.) $116,621 $6,158,611 $1,421,463 $1,064,940 $427,486 $31,541 $13,040 $6,162 $9,239,863
Paid to Date $0 $0 $0 $0 $0 $0 $0 $0 $0
Total Ultimate Incurred $116,621 $6,158,611 $1,421,463 $1,064,940 $427,486 $31,541 $13,040 $6,162 $9,239,863
Derivation of Loss Adjustment Expenses
IBNR LAE $4,023 $57,222 $49,040 $36,740 $14,748 $1,088 $450 $213 $163,525
Case Reserves LAE $0 $155,250 $0 $0 $0 $0 $0 $0 $155,250
Total LAE(3.45%) $4,023 $212,472 $49,040 $36,740 $14,748 $1,088 $450 $213 $318,775
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 1.0000 0.3000 0.1800 0.1250 0.0000 0.0000 0.0000
Reinsured to Registered 0.0000 0.0000 0.6500 0.7700 0.8750 1.0000 0.3600 1.0000
Reinsured to Unregistered 0.0000 0.0000 0.0500 0.0500 0.0000 0.0000 0.6400 0.0000
Paid to Date Retained $0 $0 $0 $0 $0 $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $4,500,000 $0 $0 $0 $0 $0 $0 $4,500,000
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $116,621 $1,658.,611 $426,439 $191,689 $53,436 $0 $0 $0 $2,446,796
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $923,951 $820,004 $374,050 $31,541 $4,694 $6,162 $2,160,402
Unregistered Reinsurers $0 $0 $71,073 $53,247 $0 $0 $8,345 $0 $132,666
Total Reserves Retained $116,621 $6,158,611 $426,439 $191,689 $53,436 $0 $0 $0 $6,946,796
Reserves Ceded to
Registered Reinsurers $0 $0 $923,951 $820,004 $374,050 $31,541 $4,694 $6,162 $2,160,402

Unregistered Reinsurers $0 $0 $71,073 $53,247 $0 $0 $8,345 $0 $132,666
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 2008-2
As at December 31, 2010
LAYER .975 x5 .025 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 140 30 xs 160 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,967 1,967 2,393 2,393 2,393 2,393 2,136 1,457
Expected Loss Cost per Lawyer $164 $1,597 $1,066 $768 $381 $8 $3 $2
Gross Expected Loss Volume $322,506 $3,140,501 $2,551,353 $1,837,058 $911,711 $19,140 $6,409 $2,915
IBNR Factor 0.615 0.615 0.615 0.615 0.615 0.615 0.615 0.615
IBNR Amount $198,341 $1,931,408 $1,569,082 $1,129,790 $560,702 $11,771 $3,941 $1,792 $5,406,828
Case Reserves $0 $19,958 $0 $0 $0 $0 $0 $0 $19,958
Total Reserves (Ind. & Leg.) $198,341 $1,951,366 $1,569,082 $1,129,790 $560,702 $11,771 $3,941 $1,792 $5,426,786
Paid to Date $0 $5,042 $0 $0 $0 $0 $0 $0 $5,042
Total Ultimate Incurred $198,341 $1,956,408 $1,569,082 $1,129,790 $560,702 $11,771 $3,941 $1,792 $5,431,828
Derivation of Loss Adjustment Expenses
IBNR LAE $6,343 $66,634 $54,133 $38,978 $19,344 $406 $136 $62 $186,536
Case Reserves LAE $0 $689 $0 $0 $0 $0 $0 $0 $689
Total LAE(3.45%) $6,843 $67,322 $54,133 $38,978 $19,344 $406 $136 $62 $187,224
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 1.0000 0.3500 0.2400 0.1250 0.0000 0.0000 0.0000
Reinsured to Registered 0.0000 0.0000 0.6000 0.7100 0.8750 1.0000 0.3600 1.0000
Reinsured to Unregistered 0.0000 0.0000 0.0500 0.0500 0.0000 0.0000 0.6400 0.0000
Paid to Date Retained $0 $5,042 $0 $0 $0 $0 $0 $0 $5,042
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $19,958 $0 $0 $0 $0 $0 $0 $19,958
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $198,341 $1,931,408 $549,179 $271,150 $70,088 $0 $0 $0 $3,020,165
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $941,449 $802,151 $490,614 $11,771 $1,419 $1,792 $2,249,197
Unregistered Reinsurers $0 $0 $78,454 $56,490 $0 $0 $2,522 $0 $137,466
Total Reserves Retained $198,341 $1,951,366 $549,179 $271,150 $70,088 $0 $0 $0 $3,040,123
Reserves Ceded to
Registered Reinsurers $0 $0 $941,449 $802,151 $490,614 $11,771 $1,419 $1,792 $2,249,197

Unregistered Reinsurers $0 $0 $78,454 $56,490 $0 $0 $2,522 $0 $137,466
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 2009-1
As at December 31, 2010
LAYER .975 x5 .025 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 140 30 xs 160 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 2,013 2,013 2,443 2,443 2,443 2,443 2,174 1,472
Expected Loss Cost per Lawyer $164 $1,597 $1,067 $768 $381 $8 $3 $2
Gross Expected Loss Volume $330,132 $3,214,761 $2,607,331 $1,876,395 $931,126 $19,540 $6,521 $2,945
IBNR Factor 0.615 0.615 0.615 0.615 0.615 0.615 0.615 0.615
IBNR Amount $203,031 $1,977,078 $1,603,509 $1,153,983 $572,642 $12,017 $4,011 $1,811 $5,528,082
Case Reserves $0 $0 $0 $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $203,031 $1,977,078 $1,603,509 $1,153,983 $572,642 $12,017 $4,011 $1,811 $5,528,082
Paid to Date $0 $0 $0 $0 $0 $0 $0 $0 $0
Total Ultimate Incurred $203,031 $1,977,078 $1,603,509 $1,153,983 $572,642 $12,017 $4,011 $1,811 $5,528,082
Derivation of Loss Adjustment Expenses
IBNR LAE $7,005 $68,209 $55,321 $39,812 $19,756 $415 $138 $62 $190,719
Case Reserves LAE $0 $0 $0 $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $7,005 $68,209 $55,321 $39,812 $19,756 $415 $138 $62 $190,719
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 1.0000 0.3500 0.2400 0.1250 0.0000 0.0000 0.0000
Reinsured to Registered 0.0000 0.0000 0.6000 0.7100 0.8750 1.0000 0.3600 1.0000
Reinsured to Unregistered 0.0000 0.0000 0.0500 0.0500 0.0000 0.0000 0.6400 0.0000
Paid to Date Retained $0 $0 $0 $0 $0 $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $203,031 $1,977,078 $561,228 $276,956 $71,580 $0 $0 $0 $3,089,873
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $962,105 $819,328 $501,062 $12,017 $1,444 $1,811 $2,297,767
Unregistered Reinsurers $0 $0 $80,175 $57,699 $0 $0 $2,567 $0 $140,441
Total Reserves Retained $203,031 $1,977,078 $561,228 $276,956 $71,580 $0 $0 $0 $3,089,873
Reserves Ceded to
Registered Reinsurers $0 $0 $962,105 $819,328 $501,062 $12,017 $1,444 $1,811 $2,297,767

Unregistered Reinsurers $0 $0 $80,175 $57,699 $0 $0 $2,567 $0 $140,441
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 2009-2
As at December 31, 2010
LAYER .975 x5 .025 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 140 30 xs 160 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,981 1,981 2,402 2,402 2,402 2,402 2,118 1,441
Expected Loss Cost per Lawyer $170 $1,685 $1,078 $844 $373 $13 $7 $5
Gross Expected Loss Volume $336,487 $3,337,143 $2,587,900 $2,027,484 $894,687 $31,220 $14,828 $7,206
IBNR Factor 0.848 0.848 0.848 0.848 0.848 0.848 0.848 0.848
IBNR Amount $285,341 $2,829,897 $2,194,539 $1,719,306 $758,694 $26,474 $12,574 $6,111 $7,832,936
Case Reserves $0 $1,000,000 $0 $0 $0 $0 $0 $0 $1,000,000
Total Reserves (Ind. & Leg.) $285,341 $3,829,897 $2,194,539 $1,719,306 $758,694 $26,474 $12,574 $6,111 $8,832,936
Paid to Date $0 $0 $0 $0 $0 $0 $0 $0 $0
Total Ultimate Incurred $285,341 $3,829,897 $2,194,539 $1,719,306 $758,694 $26,474 $12,574 $6,111 $8,832,936
Derivation of Loss Adjustment Expenses
IBNR LAE $9,844 $97,631 $75,712 $59,316 $26,175 $913 $434 $211 $270,236
Case Reserves LAE $0 $34,500 $0 $0 $0 $0 $0 $0 $34,500
Total LAE(3.45%) $9,844 $132,131 $75,712 $59,316 $26,175 $913 $434 $211 $304,736
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 1.0000 0.4500 0.2800 0.1500 0.0000 0.0000 0.0000
Reinsured to Registered 0.0000 0.0000 0.5200 0.6800 0.8500 1.0000 0.3600 1.0000
Reinsured to Unregistered 0.0000 0.0000 0.0300 0.0400 0.0000 0.0000 0.6400 0.0000
Paid to Date Retained $0 $0 $0 $0 $0 $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $1,000,000 $0 $0 $0 $0 $0 $0 $1,000,000
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $285,341 $2,829,897 $987,542 $481,406 $113,804 $0 $0 $0 $4,697,990
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $1,141,160 $1,169,128 $644,890 $26,474 $4,527 $6,111 $2,992,290
Unregistered Reinsurers $0 $0 $65,836 $68,772 $0 $0 $8,047 $0 $142,656
Total Reserves Retained $285,341 $3,829,897 $987,542 $481,406 $113,804 $0 $0 $0 $5,697,990
Reserves Ceded to
Registered Reinsurers $0 $0 $1,141,160 $1,169,128 $644,390 $26,474 $4,527 $6,111 $2,992,290

Unregistered Reinsurers $0 $0 $65,836 $68,772 $0 $0 $8,047 $0 $142,656
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 2010-1
As at December 31, 2010
LAYER .975 x5 .025 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 140 30 xs 160 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 2,006 2,006 2,416 2,416 2,416 2,416 2,135 1,466
Expected Loss Cost per Lawyer $170 $1,685 $1,078 $844 $373 $13 $7 $5
Gross Expected Loss Volume $340,819 $3,380,110 $2,602,986 $2,039,303 $899,902 $31,402 $14,947 $7,331
IBNR Factor 0.848 0.848 0.848 0.848 0.848 0.848 0.848 0.848
IBNR Amount $289,015 $2,866,333 $2,207,332 $1,729,329 $763,117 $26,628 $12,675 $6,217 $7,900,647
Case Reserves $0 $280,304 $0 $0 $0 $0 $0 $0 $280,304
Total Reserves (Ind. & Leg.) $289,015 $3,146,637 $2,207,332 $1,729,329 $763,117 $26,628 $12,675 $6,217 $8,180,951
Paid to Date $0 $19,696 $0 $0 $0 $0 $0 $0 $19,696
Total Ultimate Incurred $289,015 $3,166,333 $2,207,332 $1,729,329 $763,117 $26,628 $12,675 $6,217 $8,200,647
Derivation of Loss Adjustment Expenses
IBNR LAE $9,971 $98,888 $76,153 $59,662 $26,328 $919 $437 $214 $272,572
Case Reserves LAE $0 $9,670 $0 $0 $0 $0 $0 $0 $9,670
Total LAE(3.45%) $9,971 $108,559 $76,153 $59,662 $26,328 $919 $437 $214 $282,243
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 1.0000 0.4500 0.2800 0.1500 0.0000 0.0000 0.0000
Reinsured to Registered 0.0000 0.0000 0.5200 0.6800 0.8500 1.0000 0.3600 1.0000
Reinsured to Unregistered 0.0000 0.0000 0.0300 0.0400 0.0000 0.0000 0.6400 0.0000
Paid to Date Retained $0 $19,696 $0 $0 $0 $0 $0 $0 $19,696
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $280,304 $0 $0 $0 $0 $0 $0 $280,304
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $289,015 $2,866,333 $993,300 $484,212 $114.,468 $0 $0 $0 $4,747,327
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $1,147,813 $1,175,944 $648,650 $26,628 $4,563 $6,217 $3,009,814
Unregistered Reinsurers $0 $0 $66,220 $69,173 $0 $0 $8,112 $0 $143,505
Total Reserves Retained $289,015 $3,146,637 $993,300 $484,212 $114,468 $0 $0 $0 $5,027,631
Reserves Ceded to
Registered Reinsurers $0 $0 $1,147,813 $1,175,944 $648,650 $26,628 $4,563 $6,217 $3,009,814

Unregistered Reinsurers $0 $0 $66,220 $69,173 $0 $0 $8,112 $0 $143,505
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
IBNR - REFLECTING PROPORTIONAL REINSURANCE
Period : 2010-2
As at December 31, 2010
LAYER .975 x5 .025 4xs1 7.5xs5 12.5xs 12.5 10 xs 25 30 xs 50 20 xs 140 40 xs 160 Totals
Derivation of Ultimate Incurred
Earned Lawyer Count 1,960 1,960 2,368 2,368 2,368 2,368 2,094 1,434
Expected Loss Cost per Lawyer $156 $1,598 $1,042 $838 $367 $20 $13 $9
Gross Expected Loss Volume $305,211 $3,132,480 $2,467,978 $1,983,277 $869,590 $47,355 $27,222 $12,902
IBNR Factor 0.927 0.927 0.927 0.927 0.927 0.927 0.927 0.927
IBNR Amount $282,931 $2,903,808 $2,287,815 $1,838,497 $806,110 $43,898 $25,235 $11,960 $8,200,254
Case Reserves $0 $0 $0 $0 $0 $0 $0 $0 $0
Total Reserves (Ind. & Leg.) $282,931 $2,903,808 $2,287,815 $1,838,497 $806,110 $43,898 $25,235 $11,960 $8,200,254
Paid to Date $0 $0 $0 $0 $0 $0 $0 $0 $0
Total Ultimate Incurred $282,931 $2,903,808 $2,287,815 $1,838,497 $806,110 $43,898 $25,235 $11,960 $8,200,254
Derivation of Loss Adjustment Expenses
IBNR LAE $9,761 $100,181 $78,930 $63,428 $27.811 $1,514 $871 $413 $282,909
Case Reserves LAE $0 $0 $0 $0 $0 $0 $0 $0 $0
Total LAE(3.45%) $9,761 $100,181 $78,930 $63,428 $27,811 $1,514 $871 $413 $282,909
Distribution of Losses between CLLAS and Proportional Reinsurers
Retention 1.0000 1.0000 0.5000 0.3000 0.2000 0.0000 0.0000 0.0000
Reinsured to Registered 0.0000 0.0000 0.4750 0.6750 0.8000 1.0000 0.3600 1.0000
Reinsured to Unregistered 0.0000 0.0000 0.0250 0.0250 0.0000 0.0000 0.6400 0.0000
Paid to Date Retained $0 $0 $0 $0 $0 $0 $0 $0 $0
Paid Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Retained $0 $0 $0 $0 $0 $0 $0 $0 $0
Case Reserves Ceded to
Registered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
Unregistered Reinsurers $0 $0 $0 $0 $0 $0 $0 $0 $0
IBNR Reserves Retained $282,931 $2,903,808 $1,143,908 $551,549 $161,222 $0 $0 $0 $5,043,418
IBNR Reserves Ceded to
Registered Reinsurers $0 $0 $1,086,712 $1,240,986 $644,888 $43,898 $9,085 $11,960 $3,037,528
Unregistered Reinsurers $0 $0 $57,195 $45,962 $0 $0 $16,150 $0 $119,308
Total Reserves Retained $282,931 $2,903,808 $1,143,908 $551,549 $161,222 $0 $0 $0 $5,043,418
Reserves Ceded to
Registered Reinsurers $0 $0 $1,086,712 $1,240,986 $644,388 $43,898 $9,085 $11,960 $3,037,528

Unregistered Reinsurers $0 $0 $57,195 $45,962 $0 $0 $16,150 $0 $119,308
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

IBNR - REFLECTING PROPORTIONAL REINSURANCE

Period: All Years
As at December 31, 2010

LAYER Totals
IBNR Amount $58,394,336
Case Reserves $16,481,638
Total Reserves (Ind. & Leg.) $74,875,973
Paid to Date $146,004,045
Total Ultimate Incurred $220,880,018
Paid to Date Retained $55,280,830
Paid Ceded to

Registered Reinsurers $83,580,770

Unregistered Reinsurers $7,142,445
Case Reserves Retained $15,592,200
Case Reserves Ceded to

Registered Reinsurers $821,516

Unregistered Reinsurers $67,921
IBNR Reserves Retained $31,997,314
IBNR Reserves Ceded to

Registered Reinsurers $24,973,910

Unregistered Reinsurers $1,423,111
Total Reserves Retained $47,589,515
Reserves Ceded to

Registered Reinsurers $25,795,426

Unregistered Reinsurers $1,491,033



Exhibit ITI
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

INDICATED INCURRED LOSS DEVELOPMENT FACTORS
FOR LOSSES IN EXCESS OF VARIOUS PER OCCURRENCE RETENTIONS (1)

Retention Loss Development Factor to Ultimate at Duration t (in months)
per Occurrence t= 6 18 30 42 54 66 78 90 102 114 126 138
$ 25,000 2.987 1.968 1.328 1.137 1.041 0.980 0.952 0.957 0.971 0.979 0.979 0.978
50,000 3.573 2.263 1.443 1.197 1.070 0.990 0.954 0.956 0.969 0.977 0.976 0.974
100,000 4253 2.595 1.569 1.275 1.114 1.006 0.958 0.959 0.970 0.979 0.977 0.973
200,000 5.329 3.002 1.640 1.322 1.126 0.998 0.947 0.955 0.969 0.982 0.983 0.975
300,000 5.651 3.086 1.606 1.297 1.110 0.978 0.928 0.943 0.960 0.976 0.975 0.967
1,000,000 13.655 6.585 2.600 1.865 1.365 1.125 1.075 1.050 1.050 1.035 1.015 1.008
Selected 13.655 6.585 2.600 1.865 1.365 1.125 1.075 1.050 1.050 1.035 1.015 1.008

(1) Based on industry data for Lawyers Professional Liability insurance.
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

DETERMINATION OF THE PROVISION FOR UNALLOCATED LOSS ADJUSTMENT EXPENSES

Assumed Annual
Claims Management
Expenses (1)

Assumed Portion
Applicable to
Losses Outstanding

Future Estimated
Indexing Provision

Year (in $2010) As at December 31, 2010 (3% per year)  As at December 31, 2010
2011 $604,000 717 1.000 $ 604,000
2012 604,000 6/7 1.030 533,246
2013 604,000 517 1.061 457,703
2014 604,000 477 1.093 377,147
2015 604,000 3/7 1.126 291,346
2016 604,000 2/7 1.159 200,058
2017 604,000 1/7 1.194 103,030
Total $ 2,566,528

Gross Outstanding Liabilities

- Case Reserve $ 16,481,638
-IBNR 58,394,336
- Total $ 74,875,973

Unallocated Loss Adjustment Expenses Provision
as a % of Gross Outstanding liabilities

- Indicated 3.43%

- Selected 3.45%

(1) Based upon actual CLLAS internal claims management expenses of $938,000 in 2010 and estimated
2011 expenses of $604,000.



CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
GROSS AND NET OF PROPORTIONAL EXPERIENCE
As at December 31, 2010

GROSS CLLAS EXPERIENCE (1)

NET OF PROPORTIONAL REINSURANCE

Exhibit V

Total Total
Policy Period Paid Case Reserves IBNR Incurred Paid Case Reserves IBNR Incurred
July 1, 1987 - June 30, 1988 $0 $0 $0 $0 $0 $0 $0 $0
July 1, 1988 - June 30, 1989 $0 $0 $0 $0 $0 $0 $0 $0
July 1, 1989 - June 30, 1990 $0 $0 $0 $0 $0 $0 $0 $0
July 1, 1990 - June 30, 1991 $3,593,148 $0 $0 $3,593,148 $1,796,574 $0 $0 $1,796,574
July 1, 1991 - June 30, 1992 $7,416,563 $0 $0 $7,416,563 $3,470,496 $0 $0 $3,470,496
July 1, 1992 - June 30, 1993 $326,599 $0 $0 $326,599 $163,299 $0 $0 $163,299
July 1, 1993 - June 30, 1994 $30,654,825 $0 $0 $30,654,825 $8,388,230 (2) $0 $0 $8,388,230
July 1, 1994 - June 30, 1995 $9,318,988 $0 $0 $9,318,988 $4,633,180 $0 $0 $4,633,180
July 1, 1995 - June 30, 1996 $3,742,644 $0 $0 $3,742,644 $1,871,322 $0 $0 $1,871,322
July 1, 1996 - June 30, 1997 $0 $0 $0 $0 $0 $0 $0 $0
July 1, 1997 - June 30, 1998 $0 $0 $0 $0 $0 $0 $0 $0
July 1, 1998 - June 30, 1999 $20,296,669 $0 $0 $20,296,669 $6,254,045 $0 $0 $6,254,045
July 1, 1999 - June 30, 2000 $8,492,585 $0 $87,119 $8,579,704 $3,464,559 $0 $22,825 $3,487,384
July 1, 2000 - June 30, 2001 $0 $1,000,000 $252,440 $1,252,440 $0 $500,000 $75,750 $575,750
July 1, 2001 - June 30, 2002 $17,553,756 $700,000 $605,586 $18,859,342 $5,601,781 $350,000 $181,712 $6,133,493
July 1, 2002 - June 30, 2003 $3,397,965 $3,123,179 $960,157 $7,481,301 $3,397,965 $3,123,179 $451,624 $6,972,768
July 1, 2003 - June 30, 2004 $37,302,073 $1,363,956 $1,029,227 $39,695,256 $12,341,510 $1,324,519 $488,372 $14,154,402
July 1, 2004 - June 30, 2005 $987,354 $862,646 $1,598,548 $3,448,548 $987,354 $862,646 $751,924 $2,601,924
July 1, 2005 - June 30, 2006 $712,114 $0 $2,718,667 $3,430,781 $712,114 $0 $1,264,189 $1,976,303
July 1, 2006 - June 30, 2007 $0 $3,550,000 $6,940,745 $10,490,745 $0 $3,550,000 $3,345,670 $6,895,670
July 1, 2007 - June 30, 2008 $2,184,024 $4,581,594 $9,333,099 $16,098,716 $2,184,024 $4,581,594 $4,816,473 $11,582,091
July 1, 2008 - June 30, 2009 $5,042 $19,958 $10,934,910 $10,959,910 $5,042 $19,958 $6,110,039 $6,135,039
July 1, 2009 - June 30, 2010 $19,696 $1,280,304 $15,733,582 $17,033,582 $19,696 $1,280,304 $9,445,317 $10,745,317
July 1, 2010 - December 31, 2010 $0 $0 $8,200,254 $8,200,254 $0 $0 $5,043,418 $5,043,418
Total $146,004,045 $16,481,638 $58,394,336 $220,880,018 $55,291,191 $15,592,200 $31,997,314 $102,880,705

(1) Excluding unallocated loss adjustment expenses.

(2) An expense amount of $10,361 for claim 94-010 is fully assumed by CLLAS.



CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
AGGREGATE AND NET OF AGGREGATE EXPERIENCE

As at December 31, 2010

STOP LOSS PROPORTION (1)

Exhibit VI

NET OF PROPORTIONAL & STOP LOSS

Stop Loss Stop Loss Total Total
Policy Period Reins. Ratio Limit Paid  Case Reserves IBNR Incurred Paid Case Reserves IBNR Incurred
July 1, 1987 - June 30, 1988 0.000 n/a $0 $0 $0 $0 $0 $0 $0 $0
July 1, 1988 - June 30, 1989 0.000 n/a $0 $0 $0 $0 $0 $0 $0 $0
July 1, 1989 - June 30, 1990 0.300 $750,000 $0 $0 $0 $0 $0 $0 $0 $0
July 1, 1990 - June 30, 1991 0.330 $900,000 $900,000 $0 $0 $900,000 $896,574 $0 $0 $896,574
July 1, 1991 - June 30, 1992 0.360 $1,000,000 $1,000,000 $0 $0 $1,000,000 $2,470,496 $0 $0 $2,470,496
July 1, 1992 - June 30, 1993 0.360 $1,000,000 $163,299 $0 $0 $163,299 $0 $0 $0 $0
July 1, 1993 - June 30, 1994 0.600 $3,000,000 (2)  $2,750,000 $0 $0 $2,750,000 $5,638,230 $0 $0 $5,638,230
July 1, 1994 - June 30, 1995 0.600 $3,000,000 (2)  $2,750,000 $0 $0 $2,750,000 $1,883,180 $0 $0 $1,883,180
July 1, 1995 - June 30, 1996 0.300 $4.7M xs $3.3M $0 $0 $0 $0 $1,871,322 $0 $0 $1,871,322
July 1, 1996 - June 30, 1997 0.300 $4.7M xs $3.3M $0 $0 $0 (3) $0 $0 $0 $0 (3) $0
July 1, 1997 - June 30, 1998 0.300 $4.7M xs $3.3M $0 $0 $0 (3) $0 $0 $0 $0 (3) $0
July 1, 1998 - June 30, 1999 0.300 $4.7M xs $3.3M $2,954,045 $0 $0 (4) $2,954,045 $3,300,000 $0 $0 (4) $3,300,000
July 1, 1999 - June 30, 2000 0.300 $4.7M xs $3.3M $164,559 $0 $22,825 (4) $187,384 $3,300,000 $0 $0 (4) $3,300,000
July 1, 2000 - June 30, 2001 0.300 $4.7M xs $3.3M $0 $0 $22,725 (3) $22,725 $0 $500,000 $53,025 (3) $553,025
July 1, 2001 - June 30, 2002 0.300 $4.7M xs $3.3M $2,301,781 $350,000 $181,712 (4) $2,833,493 $3,300,000 ($0) $0 (4) $3,300,000
July 1, 2002 - June 30, 2003 0.300 $7.5M xs $5.5M $0 $1,021,144 $451,624 (4) $1,472,768 $3,397,965 $2,102,035 $0 (4) $5,500,000
July 1, 2003 - June 30, 2004 0.300 $7.5M xs $5.5M $6,635,974 $864,026 $0 (5) $7,500,000 $5,705,536 $460,493 $488,372 (5) $6,654,402
July 1, 2004 - June 30, 2005 0.300 $7.5M xs $5.5M $0 $0 $225,577 (3) $225,577 $987,354 $862,646 $526,347 (3) $2,376,347
July 1, 2005 - June 30, 2006 0.400 $9.5M xs $5.5M $0 $0 $505,676 (3) $505,676 $712,114 $0 $758,514 (3) $1,470,627
July 1, 2006 - June 30, 2007 0.100 $5M xs $15.0M $0 $0 $334,567 (3) $334,567 $0 $3,550,000 $3,011,103 (3) $6,561,103
July 1, 2007 - June 30, 2008 0.100 $5M xs $15.0M $0 $0 $481,647 (3) $481,647 $2,184,024 $4,581,594 $4,334,826 (3) $11,100,443
July 1, 2008 - June 30, 2009 0.100 $5M xs $15.0M $0 $0 $611,004 (3) $611,004 $5,042 $19,958 $5,499,035 (3) $5,524,035
July 1, 2009 - June 30, 2010 0.150 $10M xs $15.0M $0 $0 $1,416,798 (3) $1,416,798 $19,696 $1,280,304 $8,028,520 (3) $9,328,520
July 1, 2010 - December 31, 2010 0.175 $10M xs $15.0M $0 $0 $882,598 (3) $882,598 $0 $0 $4,160,820 (3) $4,160,820
Total $19,619,659 $2,235,170 $5,136,752 $26,991,581  $35,671,532  $13,357,030  $26,860,562 $75,889,124

(1) Ceded to Colchester Reinsurance Limited. Additional stop-loss coverage provided by Colchester per Schedule 1.
(2) First $250,000 of CLLAS net of proportional retention is assumed by CLLAS and the next $2,750,000 layer is assumed by Colchester.
(3) IBNR net of proportional reinsurance allocated by stop loss reinsurance ratio between CLLAS and Colchester.
(4) IBNR net of proportional reinsurance 100% allocated to Colchester Reinsurance Limited, subject to aggregate limits since attachment point is reached.
(5) IBNR net of proportional reinsurance 100% allocated to CLLAS since attachment point is reached. Paid adjusting expenses of $205,536

and case reserve adjusting expenses of $44,464 are retained by CLLAS.



CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
NET EXPERIENCE

As at December 31, 2010

Exhibit VII

ADDITIONAL NET LIABILITIES NET CLLAS EXPERIENCE
Total

ULAE ULAE Case Total Total
Policy Period Case Reserves IBNR Paid Reserves IBNR (1) Incurred
July 1, 1987 - June 30, 1988 $0 $0 $0 $0 $0 $0
July 1, 1988 - June 30, 1989 $0 $0 $0 $0 $0 $0
July 1, 1989 - June 30, 1990 $0 $0 $0 $0 $0 $0
July 1, 1990 - June 30, 1991 $0 $0 $896,574 $0 $0 $896,574
July 1, 1991 - June 30, 1992 $0 $0 $2,470,496 $0 $0 $2,470,496
July 1, 1992 - June 30, 1993 $0 $0 $0 $0 $0 $0
July 1, 1993 - June 30, 1994 $0 $0 $5,638,230 $0 $0 $5,638,230
July 1, 1994 - June 30, 1995 $0 $0 $1,883,180 $0 $0 $1,883,180
July 1, 1995 - June 30, 1996 $0 $0 $1,871,322 $0 $0 $1,871,322
July 1, 1996 - June 30, 1997 $0 $0 $0 $0 $0 $0
July 1, 1997 - June 30, 1998 $0 $0 $0 $0 $0 $0
July 1, 1998 - June 30, 1999 $0 $0 $3,300,000 $0 $0 $3,300,000
July 1, 1999 - June 30, 2000 $0 $3,006 $3,300,000 $0 $3,006 $3,303,006
July 1, 2000 - June 30, 2001 $34,500 $8,709 $0 $500,000 $96,235 $596,235
July 1, 2001 - June 30, 2002 $24,150 $20,893 $3,300,000 ($0) $45,043 $3,345,043
July 1, 2002 - June 30, 2003 $107,750 $33,125 $3,397,965 $2,102,035 $140,875 $5,640,875
July 1, 2003 - June 30, 2004 $47,056 $35,508 $5,705,536 $460,493 $570,937 $6,736,967
July 1, 2004 - June 30, 2005 $29,761 $55,150 $987,354 $862,646 $611,258 $2,461,258
July 1, 2005 - June 30, 2006 $0 $93,794 $712,114 $0 $852,308 $1,564,421
July 1,2006 - June 30, 2007 $122,475 $239,456 $0 $3,550,000 $3,373,034 $6,923,034
July 1, 2007 - June 30, 2008 $158,065 $321,992 $2,184,024 $4,581,594 $4,814,883 $11,580,500
July 1, 2008 - June 30, 2009 $689 $377,254 $5,042 $19,958 $5,876,978 $5,901,978
July 1, 2009 - June 30, 2010 $44,170 $542,809 $19,696 $1,280,304 $8,615,499 $9,915,499
July 1, 2010 - December 31, 2010 $0 $282,909 $0 $0 $4,443,729 $4,443,729
Total $568,616 $2,014,605 $35,671,532 $13,357,030 $29,443,783 $78,472,345

(1) Including unallocated loss adjustment expenses.



CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
GROSS AND NET LOSS AND LOSS ADJUSTMENT EXPENSE RATIO

As at December 31, 2010

Exhibit VIII page 1

GROSS GROSS NET NET
EARNED ULTIMATE GROSS EARNED ULTIMATE NET

PREMIUM LOSS LOSS PREMIUM LOSSES LOSS
Policy Period ($000'S) ($000's) @ RATIO ($000'S) ($000'S) @ RATIO
July 1, 1987 - June 30, 1988 $4,434,000 $0 0% $1,883,829 $0 0%
July 1, 1988 - June 30, 1989 $3,614,000 $0 0% $1,137,725 $0 0%
July 1, 1989 - June 30, 1990 $3,740,400 $0 0% $689,957 $0 0%
July 1, 1990 - June 30, 1991 $4,233,600 $3,593,148 85% $586,847 $896,574 153%
July 1, 1991 - June 30, 1992 $4,320,000 $7,416,563 172% $577,354 $2,470,496 428%
July 1, 1992 - June 30, 1993 $4,478,400 $326,599 7% $389,208 $0 0%
July 1, 1993 - June 30, 1994 $4,512,600 $30,654,825 679% $373,280 $5,638,230 1510%
July 1, 1994 - June 30, 1995 $5,153,700 $9.318,988 181% $1,328,836 $1,883,180 142%
July 1, 1995 - June 30, 1996 $5.807,500 $3,742,644 64% $1,930,552 $1,871,322 97%
July 1, 1996 - June 30, 1997 $5,276,196 $0 0% $1,070,215 $0 0%
July 1, 1997 - June 30, 1998 $6,587,610 $0 0% $1,627.963 $0 0%
July 1, 1998 - June 30, 1999 $10,826,416 $20,296,669 187% $4,368,122 $3,300,000 76%
July 1, 1999 - June 30, 2000 $12,093,829 $8,579,704 T1% $5,100,300 $3,300,000 65%
July 1, 2000 - June 30, 2001 $14,968,458 $1,252,440 8% $6,734,718 $553,025 8%
July 1, 2001 - June 30, 2002 $14,694,378 $18,859,342 128% $5,919,526 $3,300,000 56%
July 1, 2002 - June 30, 2003 $17,346,379 $7,481,301 43% $4,631,546 $5,500,000 119%
July 1, 2003 - June 30, 2004 $22,376,007 $39,695,256 177% $6,619,932 @ $6,654,402 101%
July 1, 2004 - June 30, 2005 $24,676,487 $3,448,548 14% $6,832,821 $2,376,347 35%
July 1, 2005 - June 30, 2006 $25,025,027 $3,430,781 14% $6,259,056 $1,470,627 23%
July 1, 2006 - June 30, 2007 $33,356,139 $10,490,745 31% $12,326,959 $6,561,103 53%
July 1, 2007 - June 30, 2008 $27,040,048 $16,098,716 60% $10,121,699 $11,100,443 110%
July 1, 2008 - June 30, 2009 $24,343,680 $10,959,910 45% $9.812,057 $5,524,035 56%
July 1, 2009 - June 30, 2010 $23,632,747 $17,033,582 12% $9,849,698 $9,328,520 95%
July 1, 2010 - December 31, 2010 $10,511,730 $8,200,254 78% $4,053,524 $4,160,820 103%
Total $313,049,332 $220,880,018 1% $104,225,724 $75,889,124 73%
December 31, 1996
Retroassessement call $7,000,000 $7,000,000
June 30, 1998
Retroassessement call $1,600,000 $1,600,000
Total Including December 31, 1996 and June 30, 1998
Retroassessment calls $321,649,332 $220,880,018 69% $112,825,724 $75,889,124 67%

(1) Excluding reinsurance premium liability of $(91,754)
(2) Excluding reinsurance premium liability of $2,721,575
(3) Excluding unallocated loss adjustment expenses.
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
GROSS LOSS AND LOSS ADJUSTMENT EXPENSE RATIO

As at December 31, 2010
GROSS ON-LEVEL GROSS CLAIMS TRENDED ON-LEVEL

EARNED PREMIUMS ON-LEVEL ULTIMATE TREND ULTIMATE = AND TRENDED

GROSS PREMIUM FACTOR PREMIUMS (2010 $) ~ LOSSES © FACTOR LOSSES (2010$) LOSS RATIOS
July 1, 1996 - June 30, 1997 $5,276,196 2.183 $18,516,177 ? $0 2.975 $0 0%
July 1, 1997 - June 30, 1998 $6,587,610 1.779 $11,720,396 $0 2.755 $0 0%
July 1, 1998 - June 30, 1999 $10,826,416 1.164 $14,199,426 @ $20,296,669 2.551 $51,770,274 365%
July 1, 1999 - June 30, 2000 $12,093,829 1.185 $14,334,918 $8,579,704 2.362 $20,263,023 141%
July 1, 2000 - June 30, 2001 $14,968,458 1.189 $17,792,953 $1,252,440 2.187 $2,738,830 15%
July 1, 2001 - June 30, 2002 $14,694,378 1.281 $18,830,326 $18,859,342 2.025 $38,186,598 203%
July 1, 2002 - June 30, 2003 $17,346,379 1.158 $20,080,613 $7,481,301 1.875 $14,026,128 70%
July 1, 2003 - June 30, 2004 $22,376,007 0.936 $20,951,318 $39,695,256 1.736 $68,908,933 329%
July 1, 2004 - June 30, 2005 $24,676,487 0.853 $21,057,312 $3,448,548 1.607 $5,543,058 26%
July 1, 2005 - June 30, 2006 $25,025,027 0.846 $21,175,515 $3,430,781 1.488 $5,106,019 24%
July 1, 2006 - June 30, 2007 $33,356,139 0.635 $21,183,285 $10,490,745 1.378 $14,456,794 68%
July 1, 2007 - June 30, 2008 $27,040,048 0.785 $21,236,559 $16,098.,716 1.276 $20,541,546 97%
July 1, 2008 - June 30, 2009 $24,343,680 0.882 $21,465,196 $10,959,910 1.181 $12,948,669 60%
July 1, 2009 - June 30, 2010 $23,632,747 0.905 $21,385,284 $17,033,582 1.094 $18,633,755 87%
July 1, 2010 - December 31, 2010 $21,023,461 @ 1.000 $21,023,461 $16,400,508 1.013 $16,612,230 79%
5 Years Average 78%
All Years Average 104%

Selected 2011 Gross Loss Ratio

(1) Claims are trended to April 1, 2011 by 8%, as selected in a trend analysis performed as at December 31, 2009.

(2) Includes December 31, 1996 retroassessement call of $7,000,000, to which the on-level premium factor has not been applied.
(3) Includes December 31, 1998 retroassessement call of $1,600,000, to which the on-level premium factor has not been applied.
(4) Annualized figure based on six months results.

(5) Excluding unallocated loss adjustment expenses.



CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
NET LOSS AND LOSS ADJUSTMENT EXPENSE RATIO

Exhibit VIII page 3

As at December 31, 2010
NET ON-LEVEL NET CLAIMS TRENDED ON-LEVEL

EARNED PREMIUMS ON-LEVEL ULTIMATE TREND ULTIMATE = AND TRENDED

NET PREMIUM FACTOR PREMIUMS (2010 8) ~ LOSSES © FACTOR LOSSES (2010$) LOSS RATIOS
July 1, 1996 - June 30, 1997 $1,070,215 4.150 $11,440,857 @ $0 2.975 $0 0%
July 1, 1997 - June 30, 1998 $1,627,963 2.776 $4,519,608 $0 2.755 $0 0%
July 1, 1998 - June 30, 1999 $4,368,122 1.112 $6,458,579 ¥ $3,300,000 2.551 $8,417,238 130%
July 1, 1999 - June 30, 2000 $5,100,300 1.084 $5,527,817 $3,300,000 2.362 $7,793,739 141%
July 1, 2000 - June 30, 2001 $6,734,718 1.019 $6,861,302 $553,025 2.187 $1,209,353 18%
July 1, 2001 - June 30, 2002 $5,919,526 1.227 $7,261,333 $3,300,000 2.025 $6,681,875 92%
July 1, 2002 - June 30, 2003 $4,631,546 1.672 $7,743,467 $5,500,000 1.875 $10,311,536 133%
July 1, 2003 - June 30, 2004 $6,619,932 1.220 $8,079,228 $6,654,402 1.736 $11,551,701 143%
July 1, 2004 - June 30, 2005 $6,832,821 1.188 $8,120,101 $2,376,347 1.607 $3,819,645 47%
July 1, 2005 - June 30, 2006 $6,259,056 1.305 $8,165,682 $1,470,627 1.488 $2,188,729 27%
July 1, 2006 - June 30, 2007 $12,326,959 0.663 $8,168,678 $6,561,103 1.378 $9,041,543 111%
July 1, 2007 - June 30, 2008 $10,121,699 0.809 $8,189,222 $11,100,443 1.276 $14,163,879 173%
July 1, 2008 - June 30, 2009 $9,812,057 0.844 $8,277,388 $5,524,035 1.181 $6,526,413 79%
July 1, 2009 - June 30, 2010 $9,849,698 0.837 $8,246,573 $9,328,520 1.094 $10,204,862 124%
July 1, 2010 - December 31, 2010 $8,107,047 @ 1.000 $8,107,047 $8,321,640 ¥ 1.013 $8,429,067 104%
5 Years Average 118%
All Years Average 88%

Selected 2011 Net Loss Ratio

(1) Claims are trended to April 1, 2011 by 8%, as selected in a trend analysis performed as at December 31, 2009.

(2) Includes December 31, 1996 retroassessement call of $7,000,000, to which the on-level premium factor has not been applied.
(3) Includes December 31, 1998 retroassessement call of $1,600,000, to which the on-level premium factor has not been applied.
(4) Annualized figure based on six months results.

(5) Excluding unallocated loss adjustment expenses.



BONDS
Bond Issuer
Canada Government
Canada Government
Canada Government
Canada Government
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Manitoba
Manitoba
Ontario
Ontario
Ontario
Ontario
Alberta
Alberta
Manitoba
Manitoba
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
Ontario
British Columbia
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Canada Mortgage and Housing
Canada Mortgage and Housing
Canada Mortgage and Housing
Canada Mortgage and Housing
Canada Mortgage and Housing
Canada Housing Trust
Canada Housing Trust
Canada Housing Trust
Royal Bank of Canada SR Deposit
Bank of Montreal
Bank of Montreal
Farm Credit Corporation

‘Wells Fargo Financial Canada

CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

INVESTMENT PORTFOLIO VALUATION & SELECTION OF DISCOUNT RATE

@

Holdings
500,000
500,000
600,000
400,000
400,000
250,000
550,000
600,000
400,000
250,000
750,000
150,000
300,000

75,000
750,000
250,000
250,000
500,000
125,000
375,000
300,000
500,000
500,000
250,000
250,000
250,000
250,000
250,000
350,000
500,000
750,000
350,000
650,000
500,000
500,000
750,000
500,000
500,000
500,000
500,000
500,000
700,000
170,000
750,000
250,000
500,000

1,000,000
700,000
500,000
500,000
250,000
400,000
500,000
500,000
500,000
650,000
500,000
400,000
750,000
250,000
500,000

1,000,000
250,000
750,000
600,000

50,000
300,000
250,000

50,000
750,000
500,000
500,000
300,000
250,000
250,000
500,000
400,000

(6]

Coupon Rate
6.00%
6.00%
400%
4.00%
4.40%
4.40%
4.40%
450%
450%
450%
475%
475%
475%
475%
5.05%
5.05%
5.00%
5.00%
3.25%
3.25%
2.75%
2.75%
4.80%
4.80%
450%
4.50%
450%
450%
4.50%
3.15%
4.40%
4.40%
4.40%
430%
430%
430%
420%
420%
3.70%
4.05%
4.05%
0.00%
0.00%
4.60%
4.60%
4.60%
4.00%
4.00%
4.00%
4.55%
4.55%
3.60%
3.60%
2.70%
2.70%
2.70%
3.55%
3.55%
2.20%
2.20%
2.20%
3.15%
2.75%
2.75%
430%
4.10%
4.10%
4.10%
4.10%
4.10%
3.75%
3.75%
4.17%
4.69%
4.69%
420%
4.40%

As at December 31, 2010
3) @)
Maturity Date Cost
6/1/2011 511,425
6/1/2011 525,900
6/1/2016 595,140
6/1/2016 400,680
12/2/2011 404,680
12/2/2011 254,375
12/2/2011 553,135
12/2/2012 626,363
12/2/2012 409,320
12/2/2012 256,450
6/2/2013 763,125
6/2/2013 155,175
6/2/2013 310410
6/2/2013 76,280
12/3/2013 763,650
12/3/2013 252,425
3/8/2014 255,550
3/8/2014 514,150
9/8/2014 124,795
9/8/2014 374,385
12/172014 300,648
12/172014 512,500
12/3/2014 524,200
12/3/2014 259,225
3/8/2015 254,232
3/8/2015 254,232
3/8/2015 253,825
3/8/2015 254,325
3/8/2015 355,320
9/8/2015 517,750
3/8/2016 759,300
3/8/2016 345,660
3/8/2016 684,450
3/8/2017 499,350
3/8/2017 504,400
3/8/2017 772,275
3/8/2018 504,650
3/8/2018 498,666
12/18/2020 510,300
3/15/2011 494,900
3/15/2011 503,461
3/15/2011 697,735
3/15/2011 169,549
9/15/2011 758,700
9/15/2011 255,950
9/15/2011 11,450
6/15/2012 999,000
6/15/2012 718,606
6/15/2012 494,851
12/15/2012 513,750
12/15/2012 256,675
6/15/2013 01,040
6/15/2013 497,800
12/15/2013 500,535
12/15/2013 500,535
12/15/2013 653,133
9/15/2013 522,569
9/15/2013 423,548
3/1512014 748,598
3/15/2014 252,155
3/15/2014 496,300
6/15/2014 999,460
9/15/2014 249,750
9/15/2014 769,950
41172015 605,700
10/1/2015 51,925
10/1/2015 295,950
10/1/2015 238,425
10/1/2015 53,225
12/15/2018 783,840
3/15/2020 532,490
3/15/2020 522,400
1/11/2011 300,300
1/31/2011 263,625
1/31/2011 257,425
2/15/2012 506,006
12/12/2012 399,120

®)

Market Value
509,790
509,790
644,390
429,593
410,532
256,583
564,482
629,726
419,818
262,386
797,670
159,534
319,068

79,767
810,362
270,121
270,504
541,009
128,482
385,445
303,769
506,281
542,707
271,353
268,637
268,637
268,637
268,637
376,091
509,083
804,514
375,440
697,245
532,155
532,155
798,232
525,777
525,777
498,269
502,903
502,903
698,293
169,586
766,790
255,597
11,193
1,033,514
723,460
516,757
526,099
263,050
415,591
519,489
508,235
508,235
660,705
519,578
415,662
750,219
250,073
500,146
1,028,975
253,538
760,613
642,703
53311
319,864
266,553
53311
795,686
513812
513812
300,055
250,520
250,520
514,188
414,003

(©)

Valuation Date
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/3172010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010

@

Market Yield
1.26%
1.26%
2.53%
2.53%
1.50%
1.50%
1.50%
1.86%
1.86%
1.86%
2.04%
2.04%
2.04%
2.04%
2.19%
2.19%
2.31%
2.31%
2.45%
2.45%
2.41%
2.41%
2.50%
2.50%
2.61%
2.61%
2.61%
2.61%
2.61%
2.73%
2.88%
2.88%
2.88%
3.15%
3.15%
3.15%
3.39%
3.39%
3.74%
1.19%
1.19%
1.17%
1.17%
1.40%
1.40%
1.40%
1.66%
1.66%
1.66%
1.82%
1.82%
1.97%
1.97%
2.12%
2.12%
2.12%
2.05%
2.05%
2.19%
2.19%
2.19%
2.27%
2.35%
2.35%
2.52%
2.61%
2.61%
2.61%
2.61%
3.23%
3.40%
3.40%
3.13%
2.15%
2.15%
1.64%
2.55%

8)
Market
Effective Yield
1.27%
1.27%
2.55%
2.55%
1.51%
1.51%
1.51%
1.87%
1.87%
1.87%
2.05%
2.05%
2.05%
2.05%
2.20%
2.20%
2.33%
2.33%
2.47%
2.47%
2.43%
2.43%
2.52%
2.52%
2.62%
2.62%
2.62%
2.62%
2.62%
2.75%
2.90%
2.90%
2.90%
3.17%
3.17%
3.17%
3.41%
3.41%
3.78%
1.19%
1.19%
1.18%
1.18%
1.40%
1.40%
1.40%
1.67%
1.67%
1.67%
1.83%
1.83%
1.98%
1.98%
2.13%
2.13%
2.13%
2.06%
2.06%
2.20%
2.20%
2.20%
2.29%
2.36%
2.36%
2.54%
2.63%
2.63%
2.63%
2.63%
3.25%
3.43%
3.43%
3.15%
2.16%
2.16%
1.64%
2.56%

Exhibit IX
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©

Duration
0.418
0.418
4.931
4.931
0.910
0.910
0.910
1.857
1.857
1.857
2311
2311
2311
2311
2752
2.752
2.951
2951
3.472
3.472
3.734
3.734
3.625
3.625
3.826
3.826
3.826
3.826
3.826
4.354
4.654
4.654
4.654
5.453
5.453
5.453
6.226
6.226
8.407
0.204
0.204
0.204
0.204
0.693
0.693
0.693
1.427
1.427
1.427
1.892
1.892
2.371
2.371
2.859
2.859
2.859
2.580
2.580
3.092
3.092
3.092
3.300
3.521
3.521
3.905
4.338
4.338
4.338
4.338
6.895
7.806
7.806
0.030
0.084
0.084
1.095
1.885



BONDS
Bond Issuer
Canadian Imperial Bank
Toronto Dominion Bank BA
Toronto Dominion Bank BA
Bank of Nova Scotia SR Deposit
Wells Fargo Financial Canada
Enbridge Gas
CU Inc.
Canadian Imperial Bank
Canadian Imperial Bank
GE Capital Canada Funding
Royal Bank of Canada
Royal Bank of Canada
Bank of Montreal

BOND TOTAL

TREASURY BILLS
Canada Treasury Bills
Canada Treasury Bills
Canada Treasury Bills
British Columbia CDS
Canada Treasury Bills
Canada Treasury Bills
Canada Treasury Bills
Canada Treasury Bills
Canada Treasury Bills
Alberta Province

TREASURY BILL TOTAL

(10) Duration-Weighted Effective Market Yield on Bonds:

(11) Selected Discount Rate:

(1)~ (5) From Investment Manager
(6) Valuation Date = 12/31/2010
(7) Expected future yield on bond
®) =[(1+(MN/2)72]-1

(9) Duration of bond

A =[G)x @) x O 1/ [(5)x(N]

(11) Judgement

@

Holdings
300,000
500,000
250,000
250,000
300,000
250,000
250,000
300,000
200,000
300,000
500,000
300,000
200,000

1,990,000
330,000
750,000

1,200,000
300,000
475,000

1,000,000
400,000
500,000
630,000

CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

(6]

Coupon Rate
5.00%
485%
485%
456%
433%
5.57%
5.10%
475%
475%
4.65%
3.18%
3.66%
455%

As at December 31, 2010
3) @)
Maturity Date Cost
9/10/2012 300,690
2/13/2013 508,500
2/13/2013 251,625
10/30/2013 250,175
12/6/2013 299,919
1/29/2014 269,670
11/18/2014 268,308
12/22/2014 304,440
12/22/2014 204,540
2/11/2015 306,600
3/16/2015 510,755
1/25/2017 304,530
8/1/2017 199,882
38,872,783
1/20/2011 1,986,354
2/3/2011 329,300
2/3/2011 748,573
22172011 1,196,582
2/17/2011 299.414
3/3/2011 473,931
3/3/2011 997.810
21312011 399.479
2132011 499,431
3/31/2011 627.854
7,558,729

®)

Market Value
314,075
526,678
263,339
263,589
311,275
272,281
270,893
320,073
213,382
313,700
504,510
302,229
209,580

39,807,585

1,986,354
329,464
748,781

1,198,210
299,414
473,950
997,791
399,350
499,188
627,854

7,560,356

NT PORTFOLIO VALUATION & SELECTION OF DISCOUNT RATE

(©)

Valuation Date
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/3172010
12/31/2010
12/31/2010
12/31/2010
12/31/2010

12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010
12/31/2010

@

Market Yield
2.16%
2.26%
2.26%
2.56%
2.98%
2.54%
2.81%
2.95%
2.95%
3.45%
2.95%
3.52%
3.72%

0.99%
0.99%
0.99%
0.99%
0.99%
0.99%
0.99%
0.99%
0.99%
0.99%

8)
Market
Effective Yield
2.17%
2.27%
2.27%
2.57%
3.00%
2.56%
2.83%
2.98%
2.98%
3.48%
2.97%
3.55%
3.76%

0.99%
0.99%
0.99%
0.99%
0.99%
0.99%
0.99%
0.99%
0.99%
0.99%

Exhibit IX
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©

Duration
1.621
2.008
2.008
2.673
2.780
2.822
3.566
3.677
3.677
3.737
3.937
5.414
5.686

0.055
0.093
0.093
0.142
0.132
0.170
0.170
0.093
0.093
0.247



CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

SELECTION FOR PROVISION FOR ADVERSE DEVIATION

Exhibit X
Page 1

As at December 31, 2010
Major Low High Indicated Selected
Valuation Variables Margin Margin Considerations Evaluation (1) Weight(2) PFAD PFAD
Company
Claims Development 2.50% 20.00%  |practices: Consistency in claims handling procedures and personnel 0 1
System changes 0 1
Changes in case reserve estimation 0 1
Data: Number of years of past experience on which expected development is based 0 1
Volume of business in each year 1 1
Changes in volume of business over last five to seven years 0 1
Changes in mix of business over last five to seven years 0 1 10.00% 10.00%
Homogeneity of data grouping 1 1
Stability of historical development 1 1
Potential impact of large individual claims 2 1
Line of
Business: Length of time over which potential development might take place from reporting of new losses 2 2
Likelihood of external changes which may significantly affect development 2 1
Net retention of the company for the line of business 1 1
Change in policy form 0 1
Reinsurance Recovery 0.00% 15.00% Ceded claims ratio 0 1
Potential problem reinsurers 1 1 5.00% 5.00%
Balance sheet exposure for each assuming company 1 1
Interest Rate 25 BP 200 BP Investment portfolio 0 2
Investment climate 0 1 0.69% 0.75%
Method of valuing assets 1 1
Matching of investments to claims payments patterns 1 1
(1) Evaluation of Consideration: Low Margin=0 (2) Consideration Weight: Low Weight=0

Medium Margin=1
High Margin=2

Medium Weight=1
High Weight=2




Exhibit X

Page 2
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
PROVISION FOR ADVERSE DEVIATION
Gross Claims Liabilities
Interest Rate Component
)] (2 3) C))
Gross Present Value of Gross
Policy Outstanding Outstanding Liabilities
Year Liabilities 2.70% 1.95%

1987/88 - - -

1988/89 - - -

1989/90 - - -

1990/91 - - -

1991/92 - - -

1992/93 - - -

1993/94 - - -

1994/95 - - -

1995/96 - - -

1996/97 - - -

1997/98 - - -

1998/99 - - -
1999/00 90,125 84,173 85,761
2000/01 1,295,649 1,194,932 1,221,643
2001/02 1,350,629 1,229,928 1,261,736
2002/03 4,224,211 3,798,089 3,909,670
2003/04 2,475,748 2,206,391 2,276,505
2004/05 2,546,106 2,286,504 2,353,844
2005/06 2,812,461 2,521,350 2,596,647
2006/07 10,852,676 9,747,005 10,032,456
2007/08 14,394,749 12,873,923 13,265,730
2008/09 11,332,811 9,981,391 10,328,221
2009/10 17,600,866 15,210,559 15,820,792
2010/11 8,483,163 7,252,828 7,565,237
Total 77,459,194 68,387,073 70,718,244

Recommended Margin on Interest Rate Variable

[total column (4) less total column (3)]: 2,331,171

(1) Policy Year

(2) Exhibit V - Page 2 plus loss adjustment expense reserves at 3.45%
(3) Present Value of column (2) at a 2.70% discount factor.
(4) Present Value of column (2) at a 1.95% discount factor.
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Exhibit X

Page 3
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
PROVISION FOR ADVERSE DEVIATION
Gross Claims Liabilities
Calculation of Provision For Adverse Deviation

Discounted Recommended Margin

Liabilities Percentage Amount
Undiscounted Gross Outstanding Liabilities $ 77,459,194
As at December 31, 2010
Discounted Gross Outstanding Liabilities
As at December 31, 2010 68,387,073
Loss Development $ 68,387,073 10.0% $ 6,838,707

Recommended Margin 6,838,707
Reinsurance Recovery - 0.0% -

Recommended Margin -
Recommended Margin on Interest Rate Variable 2,331,171
Calculated Provision for Adverse Deviation $ 9,169,878
Discounted Gross Outstanding Liabilities plus
Calculated Provision for Adverse Deviation $ 77,556,951

From Exhibit X - Page 2, column (2).

From Exhibit X - Page 2, columns (3).

Equals (2) times 10% margin.

Nil, as liabilities are selected on a gross basis.

From Exhibit X - Page 2, column (4) minus column (3).
Equals the sum of (3), (4) and (5).

Equals (2) plus (6).
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Page 4
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
PROVISION FOR ADVERSE DEVIATION
ULAE Liabilities
Interest Rate Component
)] (2 3) C))
Gross Present Value of Gross
Policy Outstanding Outstanding Liabilities
Year Liabilities 2.70% 1.95%

1987/88 - - -

1988/89 - - -

1989/90 - - -

1990/91 - - -

1991/92 - - -

1992/93 - - -

1993/94 - - -

1994/95 - - -

1995/96 - - -

1996/97 - - -

1997/98 - - -

1998/99 - - -
1999/00 3,006 2,807 2,860
2000/01 43,209 39,850 40,741
2001/02 45,043 41,017 42,078
2002/03 140,875 126,664 130,385
2003/04 82,565 73,582 75,920
2004/05 84,911 76,254 78,499
2005/06 93,794 84,086 86,597
2006/07 361,931 325,057 334,577
2007/08 480,057 429,338 442,405
2008/09 377,943 332,874 344,440
2009/10 586,979 507,264 527,615
2010/11 282,909 241,878 252,296
Total 2,583,221 2,280,671 2,358,414

Recommended Margin on Interest Rate Variable

[total column (4) less total column (3)]: 77,743

(1) Policy Year

(2) Exhibit VII, loss adjustment expense reserves at 3.45%
(3) Present Value of column (2) at a 2.70% discount factor.
(4) Present Value of column (2) at a 1.95% discount factor.
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CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

PROVISION FOR ADVERSE DEVIATION

ULAE Liabilities

Calculation of Provision For Adverse Deviation

Discounted Recommended Margin
Liabilities Percentage Amount

Undiscounted Gross Outstanding Liabilities

As at December 31, 2010

Discounted Gross Outstanding Liabilities

As at December 31, 2010

Loss Development $ 2,280,671 10.0% $ 228,067

Recommended Margin
Reinsurance Recovery - 0.0% -

Recommended Margin

Recommended Margin on Interest Rate Variable
Calculated Provision for Adverse Deviation

Discounted Gross Outstanding Liabilities plus
Calculated Provision for Adverse Deviation

From Exhibit X - Page 4, column (2).

From Exhibit X - Page 4, columns (3).

Equals (2) times 10% margin.

Nil, as liabilities are selected on a gross basis.

From Exhibit X - Page 4, column (4) minus column (3).
Equals the sum of (3), (4) and (5).

Equals (2) plus (6).

$

$

Exhibit X
Page 5

2,583,221

2,280,671

228,067

77,743

305,810

2,586,481



Exhibit X

Page 6
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
PROVISION FOR ADVERSE DEVIATION
Net Claims Liabilities
Interest Rate Component
@ 2 3 “@ 5) (6) Q)
Gross Net Undiscounted Present Value of Net Discounted
Policy Outstanding Outstanding Reinsurance Outstanding Liabilities Reinsurance
Year Liabilities Liabilities Recovery 2.70% 1.95% Recovery

1987/88 - - - - - -

1988/89 - - - - - -

1989/90 - - - - - -

1990/91 - - - - - -

1991/92 - - - - - -

1992/93 - - - - - -

1993/94 - - - - - -

1994/95 - - - - - -

1995/96 - - - - - -

1996/97 - - - - - -

1997/98 - - - - - -

1998/99 - - - - - -
1999/00 90,125 3,006 87,119 2,807 2,860 81,366
2000/01 1,295,649 596,235 699,415 549,886 562,178 645,046
2001/02 1,350,629 45,043 1,305,586 41,017 42,078 1,188,911
2002/03 4,224211 2,242,910 1,981,301 2,016,654 2,075,900 1,781,435
2003/04 2,475,748 1,031,431 1,444,318 919,213 948,423 1,287,178
2004/05 2,546,106 1,473,904 1,072,201 1,323,625 1,362,607 962,879
2005/06 2,812,461 852,308 1,960,154 764,087 786,906 1,757,263
2006/07 10,852,676 6,923,034 3,929,642 6,217,715 6,399,808 3,529,290
2007/08 14,394,749 9,396,477 4,998,273 8,403,725 8,659,486 4,470,198
2008/09 11,332,811 5,896,936 5,435,875 5,193,735 5,374,206 4,787,656
2009/10 17,600,866 9,895,803 7,705,063 8,551,892 8,894,985 6,658,667
2010/11 8,483,163 4,443,729 4,039,434 3,799,243 3,962,892 3,453,585
Total 77,459,194 42,800,813 34,658,381 37,783,600 39,072,328 30,603,473

Recommended Margin on Interest Rate Variable
[total column (6) less total column (5)]: 1,288,728

(1) Policy Year

(2) Exhibit V - Page 2 plus loss adjustment expense reserves at 3.45%
(3) Exhibit VII (Net CLLAS experience)

(4) Column (2) minus column (3).

(5) Present Value of column (3) at a 2.70% discount factor.

(6) Present Value of column (3) at a 1.95% discount factor.

(7) Present Value of column (4) at a 2.70% discount factor.
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Exhibit X

Page 7
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
PROVISION FOR ADVERSE DEVIATION
Net Claims Liabilities
Calculation of Provision For Adverse Deviation
Discounted Recommended Margin
Liabilities Percentage Amount
Undiscounted Net Outstanding Liabilities $ 42,800,813
As at December 31, 2010
Discounted Net Outstanding Liabilities
As at December 31, 2010 37,783,600
Loss Development $ 37,783,600 10.0% $ 3,778,360
Recommended Margin 3,778,360
Reinsurance Recovery 30,603,473 5.0% 1,530,174
Recommended Margin 1,530,174
Recommended Margin on Interest Rate Variable 1,288,728
Calculated Provision for Adverse Deviation $ 6,597,262
Discounted Net Outstanding Liabilities plus
Calculated Provision for Adverse Deviation $ 44,380,862

From Exhibit X - Page 6, column (2).

From Exhibit X - Page 6, column (5).

Equals (2) times 10% margin.

From Exhibit X - Page 6, column (7) times 5% margin.
From Exhibit X - Page 6, column (6) minus column (5).
Equals the sum of (2), (3) and (4).

Equals (2) plus (6).



CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
PREMIUM LIABILITIES
As at December 31, 2010

GROSS
(1) Gross Unearned Premiums Reported in Annual Return
(2) Expected Loss and ALAE Ratio /1
(3) Expected Losses and ALAE, [(1) * (2)]
(4) Expected ULAE, (3) x 3.45% /2
(5) Undiscounted Expected Losses and Loss Adjustment Expenses, [(3) + (4)]

(6) Discounted Claims Liabilities in Connection with Unearned Premium
plus Provision for Adverse Deviation, (Exhibit XI page 2)

(7) Policyholder Service Costs, (1) x 3.0% /3
(8) Due to Reinsurer
(9) Investment Income on Unearned Premiums @ 2.70%, (23)

(10) Gross Liabilities in Connection with Unearned Premium, [(6) + (7) + (8) - (9)]

RECOVERABLE FROM REINSURERS
(11) Ceded Unearned Premiums, [(1) - (15)]
(12) Expected Claims Ceded, [(6) - (20)]
(13) Doubtful Account

(14) Recoverable [(12) - (13)]

NET

(15) Net unearned premiums reported in Annual Return

(16) Expected Loss and ALAE Ratio /1

(17) Expected Losses and ALAE [(15) * (16)]

(18) Expected ULAE, (4)

(19) Undiscounted Expected Losses and Loss Adjustment Expenses [(17) + (18)]

(20) Discounted Claims Liabilities in Connection with Unearned Premium
plus Provision for Adverse Deviation (Exhibit XI page 3)

(21) Policyholder Service Costs, (7)

(22) Due to Reinsurer, (8)

(23) Investment Income on Net Unearned Premiums @ 2.70%, [(15) * (1.027~(1/4) -1)]
(24) Change in Reinsurance Costs

(25) Net liabilities in Connection with Unearned Premium, [(20 ) + (21) + (22) - (23) + (24)]
(26) Deferred Policy Acquisition Expense (DPAE) Reported in Annual Return

(27) Unearned Commissions Reported in Annual Return

(28) Other Net Liabilities Reported in Annual Return

(29) Net liabilities in Connection with Unearned Premium Reported in Annual Return, [(15) - (26) + (27) + (28

(30) Maximum Allowable DPAE Based on Claims Experience, Max[(15) - (25) + (27) + (28), 0]
(31) Excess of Maximum Allowable DPAE over Reported DPAE, Max[(30) - (26) , 0]
(32) Premium Deficiency, Max[(25) + (26) - (15) - (27) - (28), 0]

/1 From Selected 2011 Loss Ratio trended to April 1, 2011 from Exhibit VIII page 2.

/2 ULAE Percentage Selected in Exhibit IV

/3 Selected from the ratio of Paid General Expenses to Earned Premiums * 1/3 subject to a maximum of 5%
and minimum of 3%.

Exhibit XI
Page 1

$000's

10,340
90%
9,306
321
9,627

9,408
310

27
9,692

6,353
5,157

5,157

3,987
95%

3,788
321

4,109

4,251
310

27

4,535



Exhibit XI

Page 2
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
PROVISION FOR ADVERSE DEVIATION
Gross Liabilities in Connection with Unearned Premium
Calculation of Provision For Adverse Deviation
Discounted Recommended Margin
Liabilities Percentage Amount
(1) Expected Gross Liabilities in Connection with Unearned Premium $ 9,627,057
(2) Discounted Gross Expected Losses
(a) Discounted at 2.70% 8,230,820
(a) Discounted at 1.95% 8,585,355
(3) Loss Development $ 8,230,820 10.0% 823,082
Recommended Margin 823,082
(4) Reinsurance Recovery - 0.0% -
Recommended Margin -
(5) Recommended Margin on Interest Rate Variable 354,535
(6) Calculated Provision for Adverse Deviation $ 1,177,617
(7) Discounted Gross Claims Liabilities in Connection with Unearned
Premium plus Calculated Provision for Adverse Deviation $ 9,408,437

(1) Gross Undiscounted Expected Losses and Loss Adjustment Expenses, (Page 1 - (5))
(2) (1) discounted based on selected payout pattern.

(3) Equals (2)(a) times 10% margin.

(4) Nil, as liabilities are selected on a gross basis.

(5) (2)(b)-2)(a)

(6) Equals the sum of (3), (4) and (5).

(7) Equals (2)(a) plus (6).



Exhibit XI

Page 3
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
PROVISION FOR ADVERSE DEVIATION
Net Liabilities in Connection with Unearned Premium
Calculation of Provision For Adverse Deviation
Discounted Recommended Margin
Liabilities Percentage Amount
(1) Expected Net Liabilities in Connection with Unearned Premium $ 4,108,707
(2) Discounted Net Expected Losses
(a) Discounted at 2.70% 3,512,811
(a) Discounted at 1.95% 3,664,122
(3) Loss Development $ 3,512,811 10.0% 351,281
Recommended Margin 351,281
(4) Reinsurance Recovery 4,718,010 5.0% 235,900
Recommended Margin 235,900
(5) Recommended Margin on Interest Rate Variable 151,311
(6) Calculated Provision for Adverse Deviation $ 738,492
(7) Discounted Net Claims Liabilities in Connection with Unearned
Premium plus Calculated Provision for Adverse Deviation $ 4,251,303

(1) Net Undiscounted Expected Losses and Loss Adjustment Expenses, (Page 1 - (19))
(2) (1) discounted based on selected payout pattern.

(3) Equals (2)(a) times 10% margin.

(4) Page-2 - (2)(a) - Page-3 - (2)(a) times 5% margin.

(5) (2)(b)-2)(a)

(6) Equals the sum of (3), (4) and (5).

(7) Equals (2)(a) plus (6).



Canadian Lawyers Liability Assurance Society
Premium Liability
As at December 31, 2010

Exhibit X11

2002/2003 2003/2004 TOTAL

Layer 75X5 125X 125 TOTAL 75X5 125X 125 TOTAL
Total Deposit Premium $ 4,718,790 $ 3,145,860 $ 7,864,650 $ 5,796,672 $ 4,260,420 $10,057,092 $17,921,742
IBNR $ 265,743 $ 217,544 $ 483,287 $ 275,587 $ 231,938 $ 507,525
Reserves to Date $ - $ - $ - $ - $ - $ -
Paid to Date $ - $ = $ = $ 7,500,000 $12,500,000 $20,000,000
Discounting factor (unpaid amounts) 0.899 0.899 0.891 0.891
Total Ultimate Losses $ 238,936 $ 195,599 $ 434,535 $ 7,745,604 $12,706,703 $20,452,307
Applicable Minimum $ 4,194,480 $ 2,796,320 $ 6,990,800 $ 5,193,129 $ 3,814,167 $ 9,007,296 $15,998,096
Applicable Maximum $ 6,553,875 $ 5,570,807 $12,124,682 $ 7,459,470 $ 6,477,522 $13,936,992 $26,061,674
Expected Ultimate Premium @ $ 4,194,480 $ 2,796,320 $ 6,990,800 $ 7,459,470 $ 6,477,522 $13,936,992 $20,927,792
Premium Liability (Asset) $ (524,310) $ (349,540) $ (873,850) $ 1,662,798 $ 2,217,102 $ 3,879,900 $ 3,006,050

% Ceded to Reinsurers 80% 82% 80% 82%

CLLAS Premium Liability (Asset) $ (419,448) $ (286,623) $ (706,071) $ 1,330,238 $ 1,818,024 $ 3,148,262 $ 2,442,191
Amount Received (paid) to date by CLLAS $ 187,630
Total Premium Liability $ 2,629,821

W 100/70 times Total Ultimate Losses, subject to Maximum and Minimum Premium, per Reinsurance Aggreement



CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
SUMMARY OF NET UNDISCOUNTED AND NET DISCOUNTED CLAIMS LIABILITIES

Exhibit XIII

As at December 31, 2010
e)) (2) 3 4) )] (6) ) ® 9
Net Undiscounted Claims Liabilities Net Discounted Claims Liabilities
Unpaid Present Provision for Adverse Deviation
Insurance Claims Value Actuarial
Classes (case basis) IBNR Subtotal of (4) Development Reinsurance Interest Rate Liabilities
Professional $12,788,414 $27,429,178 $40,217,592 $35,502,929 $3,550,293 $1,530,174 $1,210,985 $41,794,381
Liability
Unpaid internal
adjustment
expenses - Total $568,616 $2,014,605 $2,583,221 $2,280,671 $228,067 $0 $77,743 $2,586,481
Total $13,357,030 $29,443,783 $42,800,813 $37,783,600 $3,778,360 $1,530,174 $1,288,728 $44,380,862

(2)  From Exhibit VII.

(3) From Exhibit VII.

(4) Column (2) plus column (3).
(5)  From Exhibit X.

(6) From Exhibit X.

(7)  From Exhibit X.

(8)  From Exhibit X.

(9)  Sum of (5), (6), (7) and (8).



Exhibit XIV

page 1
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
SUMMARY OF NET OUTSTANDING LIABILITIES
AND PROVISION FOR ADVERSE DEVIATION BY YEAR
As at December 31, 2010
NET (Policy Year)
Policy Policy UNDISCOUNTED DISCOUNTED +PFAD
Period* Period CASE IBNR TOTAL CASE IBNR TOTAL

1989/1990 1990 $ 0 $ 0 3 0 $ 0 $ 0 3 0
1990/1991 1991 0 0 0 0 0 0
1991/1992 1992 0 0 0 0 0 0
1992/1993 1993 0 0 0 0 0 0
1993/1994 1994 0 0 0 0 0 0
1994/1995 1995 0 0 0 0 0 0
1995/1996 1996 0 0 0 0 0 0
1996/1997 1997 0 0 0 0 0 0
1997/1998 1998 0 0 0 0 0 0
1998/1999 1999 0 0 0 0 0 0
1999/2000 2000 0 3,006 3,006 0 7,000 7,000
2000/2001 2001 500,000 96,235 596,235 500,000 149,000 649,000
2001/2002 2002 0) 45,043 45,043 0 106,000 106,000
2002/2003 2003 2,102,035 140,875 2,242.910 2,102,000 265,000 2,367,000
2003/2004 2004 460,493 570,937 1,031,431 460,000 645,000 1,105,000
2004/2005 2005 862,646 611,258 1,473,904 863,000 680,000 1,543,000
2005/2006 2006 0 852,308 852,308 0 951,000 951,000
2006/2007 2007 3,550,000 3,373,034 6,923,034 3,550,000 3,648,000 7,198,000
2007/2008 2008 4,581,594 4,814,883 9,396,477 4,582,000 5,141,000 9,723,000
2008/2009 2009 19,958 5,876,978 5,896,936 20,000 6,113,000 6,133,000
2009/2010 2010 1,280,304 8,615,499 9,895,803 1,280,000 8,803,000 10,083,000
2010/2011 2011 0 4,443,729 4,443,729 0 4,516,000 4,516,000
Total Total $ 13,357,030 $ 29,443,783 $ 42,800,813 $ 13,357,000 $ 31,024,000 $ 44,381,000

* The Policy Period runs from July 1 to June 30.



Exhibit XIV

page 2
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
SUMMARY OF NET OUTSTANDING LIABILITIES
AND PROVISION FOR ADVERSE DEVIATION BY YEAR
As at December 31, 2010
NET (Calendar Year)
Calendar UNDISCOUNTED DISCOUNTED +PFAD

Year* CASE IBNR TOTAL CASE IBNR TOTAL
1989 $ 0 3 0 $ (U 0 $ 0 3 0
1990 0 0 0 0 0 0
1991 0 0 0 0 0 0
1992 0 0 0 0 0 0
1993 0 0 0 0 0 0
1994 0 0 0 0 0 0
1995 0 0 0 0 0 0
1996 0 0 0 0 0 0
1997 0 0 0 0 0 0
1998 0 0 0 0 0 0
1999 0 1,503 1,503 0 4,000 4,000
2000 250,000 49,620 299,620 250,000 78,000 328,000
2001 250,000 70,639 320,639 250,000 128,000 378,000
2002 1,051,018 92,959 1,143,976 1,051,000 185,000 1,236,000
2003 1,281,264 355,906 1,637,170 1,281,000 455,000 1,736,000
2004 661,570 591,098 1,252,668 662,000 662,000 1,324,000
2005 431,323 731,783 1,163,106 431,000 816,000 1,247,000
2006 1,775,000 2,112,671 3,887,671 1,775,000 2,300,000 4,075,000
2007 4,065,797 4,093,958 8,159,755 4,066,000 4,395,000 8,461,000
2008 2,300,776 5,345,930 7,646,706 2,301,000 5,627,000 7,928,000
2009 650,131 7,246,238 7,896,369 650,000 7,458,000 8,108,000
2010 640,152 8,751,478 9,391,630 640,000 8,916,000 9,556,000
Total $ 13,357,030 $ 29,443,783 $ 42,800,813 $ 13,357,000 $ 31,024,000 $ 44,381,000

* January 1 to December 31.
** IBNR Includes the full impact of discounting and PFAD.



Exhibit XIV

page 3
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
SUMMARY OF GROSS OUTSTANDING LIABILITIES
AND PROVISION FOR ADVERSE DEVIATION BY YEAR
As at December 31, 2010
GROSS (Policy Year)
Policy Policy UNDISCOUNTED DISCOUNTED +PFAD
Period* Period CASE IBNR TOTAL CASE IBNR TOTAL

1989/1990 1990 $ 0 $ 0 $ 0 $ 0 S 0 $ 0
1990/1991 1991 0 0 0 0 0 0
1991/1992 1992 0 0 0 0 0 0
1992/1993 1993 0 0 0 0 0 0
1993/1994 1994 0 0 0 0 0 0
1994/1995 1995 0 0 0 0 0 0
1995/1996 1996 0 0 0 0 0 0
1996/1997 1997 0 0 0 0 0 0
1997/1998 1998 0 0 0 0 0 0
1998/1999 1999 0 0 0 0 0 0
1999/2000 2000 0 90,125 90,125 0 94,000 94,000
2000/2001 2001 1,000,000 295,649 1,295,649 1,000,000 341,000 1,341,000
2001/2002 2002 700,000 650,629 1,350,629 700,000 685,000 1,385,000
2002/2003 2003 3,123,179 1,101,032 4,224211 3,123,000 1,166,000 4,289,000
2003/2004 2004 1,363,956 1,111,792 2,475,748 1,364,000 1,133,000 2,497,000
2004/2005 2005 862,646 1,683,459 2,546,106 863,000 1,719,000 2,582,000
2005/2006 2006 0 2,812,461 2,812,461 0 2,849,000 2,849,000
2006/2007 2007 3,550,000 7,302,676 10,852,676 3,550,000 7,457,000 11,007,000
2007/2008 2008 4,581,594 9,813,155 14,394,749 4,582,000 9,971,000 14,553,000
2008/2009 2009 19,958 11,312,853 11,332,811 20,000 11,306,000 11,326,000
2009/2010 2010 1,280,304 16,320,561 17,600,866 1,280,000 16,062,000 17,342,000
2010/2011 2011 0 8,483,163 8,483,163 0 8,292,000 8,292,000
Total Total $ 16,481,638 $ 60,977,557 $ 77,459,194 $ 16,482,000 $ 61,075,000 $ 77,557,000

* The Policy Period runs from July 1 to June 30.
** IBNR Includes the full impact of discounting and PFAD.



Exhibit XIV

page 4
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
SUMMARY OF GROSS OUTSTANDING LIABILITIES
AND PROVISION FOR ADVERSE DEVIATION BY YEAR
As at December 31, 2010
GROSS (Calendar Year)
Calendar UNDISCOUNTED DISCOUNTED +PFAD

Year* CASE IBNR TOTAL CASE IBNR TOTAL
1989 $ 0 $ 0 $ 0 $ 0 $ 0 $ 0
1990 0 0 0 0 0 0
1991 0 0 0 0 0 0
1992 0 0 0 0 0 0
1993 0 0 0 0 0 0
1994 0 0 0 0 0 0
1995 0 0 0 0 0 0
1996 0 0 0 0 0 0
1997 0 0 0 0 0 0
1998 0 0 0 0 0 0
1999 0 45,062 45,062 0 47,000 47,000
2000 500,000 192,887 692,887 500,000 218,000 718,000
2001 850,000 473,139 1,323,139 850,000 513,000 1,363,000
2002 1,911,590 875,830 2,787,420 1,912,000 925,000 2,837,000
2003 2,243,568 1,106,412 3,349,980 2,244,000 1,149,000 3,393,000
2004 1,113,301 1,397,626 2,510,927 1,113,000 1,427,000 2,540,000
2005 431,323 2,247,960 2,679,284 431,000 2,285,000 2,716,000
2006 1,775,000 5,057,569 6,832,569 1,775,000 5,153,000 6,928,000
2007 4,065,797 8,557,916 12,623,713 4,066,000 8,714,000 12,780,000
2008 2,300,776 10,563,004 12,863,780 2,301,000 10,639,000 12,940,000
2009 650,131 13,816,707 14,466,838 650,000 13,684,000 14,334,000
2010 640,152 16,643,444 17,283,596 640,000 16,321,000 16,961,000
Total $ 16,481,638 $ 60,977,557 $ 77,459,194 $ 16,482,000 $ 61,075,000 $ 77,557,000

* January 1 to December 31.
** IBNR Includes the full impact of discounting and PFAD.



COMPARISON OF NET ACTUAL EXPERIENCE WITH NET EXPECTED EXPERIENCE

CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

FROM THE DECEMBER 31, 2001 THROUGH DECEMBER 31, 2010 VALUATIONS

Exhibit XV page 1

Policy Selected Ultimate

Period as at Dec. 31, 2001 as at Dec. 31, 2002 as at Dec. 31, 2003 as at Dec. 31, 2004 as at Dec. 31, 2005 as at Dec. 31, 2006 as at Dec. 31, 2007 as at Dec. 31, 2008 as at Dec. 31, 2009 as at Dec. 31, 2010
1987/1988 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
1988/1989 0 0 0 0 0 0 0 0 0 0
1989/1990 0 0 0 0 0 0 0 0 0 0
1990/1991 897,000 897,000 897,000 897,000 897,000 897,000 897,000 897,000 897,000 897,000
1991/1992 2,533,000 2,481,000 2,470,000 2,470,000 2,470,000 2,470,000 2,470,000 2,470,000 2,470,000 2,470,000
1992/1993 9,000 1,000 0 0 0 0 0 0 0 0
1993/1994 5,896,000 5,879,000 5,869,000 6,148,000 6,135,000 5,638,000 5,638,000 5,638,000 5,638,000 5,638,000
1994/1995 1,943,000 1,919,000 1,899,000 1,931,000 1,898,000 1,883,000 1,883,000 1,883,000 1,883,000 1,883,000
1995/1996 1,958,000 1,920,000 1,900,000 1,936,000 1,910,000 1,889,000 1,871,000 1,871,000 1,871,000 1,871,000
1996/1997 166,000 94,000 56,000 97,000 73,000 36,000 20,000 0 0 0
1997/1998 274,000 169,000 96,000 134,000 97,000 58,000 37,000 18,000 0 0
1998/1999 3,300,000 3,300,000 3,300,000 3,300,000 3,300,000 3,300,000 3,300,000 3,300,000 3,300,000 3,300,000
1999/2000 1,128,000 695,000 356,000 3,173,000 3,058,000 3,300,000 3,300,000 3,300,000 3,300,000 3,300,000
2000/2001 2,129,000 1,483,000 914,000 737,000 897,000 777,000 893,000 747,000 625,000 553,000
2001/2002 2,929,000 @ 2,503,000 3,300,000 3,300,000 3,300,000 3,300,000 3,300,000 3,300,000 3,300,000 3,300,000
2002/2003 n/a 5,625,000 @ 5,500,000 4,111,000 2,985,000 5,500,000 5,500,000 5,500,000 5,500,000 5,500,000
2003/2004 n/a n/a 6,261,000 @ 5,500,000 10,058,000 7,915,000 6,068,000 5,500,000 5,500,000 6,654,000
2004/2005 n/a n/a n/a 8,824,000 @ 5,500,000 5,500,000 4,948,000 3,797,000 2,841,000 2,376,000
2005/2006 n/a n/a n/a n/a 6,326,000 @ 5,500,000 3,877,000 3,801,000 2,763,000 1,471,000
2006/2007 n/a n/a n/a n/a n/a 10,917,000 @ 10,888,000 8,556,000 8,180,000 6,561,000
2007/2008 n/a n/a n/a n/a n/a n/a 8,441,000 @ 7,819,000 10,237,000 11,100,000
2008/2009 n/a n/a n/a n/a n/a n/a n/a 8,150,000 @ 7,626,000 5,524,000
2009/2010 n/a n/a n/a n/a n/a n/a n/a n/a 8,797,000 @ 9,329,000
2010/2011 n/a n/a n/a n/a n/a n/a n/a n/a n/a 8,322,000

TOTAL $23,162,000 $26,966,000 $32,818,000 $42,558,000 $48,904,000 $58,880,000 $63,331,000 $66,547,000 $74,728,000 $80,049,000

(1) July 1 to June 30.
(2) Annualized figure based on six months result.
(3) Excludes unallocated loss adjustment expenses.

)



CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
COMPARISON OF NET ACTUAL EXPERIENCE WITH NET EXPECTED EXPERIENCE

Changes in Ultimate

FROM THE DECEMBER 31, 2001 THROUGH DECEMBER 31, 2010 VALUATIONS

Exhibit XV page 2

Policy From 2001 From 2002 From 2003 From 2004 From 2005 From 2006 From 2007 From 2008 From 2009

Period t0 2010 t0 2010 t0 2010 t0 2010 t0 2010 t0 2010 to 2010 to 2010 to 2010
1987/1988 $0 $0 $0 $0 $0 $0 $0 $0 $0
1988/1989 0 0 0 0 0 0 0 0 0
1989/1990 0 0 0 0 0 0 0 0 0
1990/1991 0 0 0 0 0 0 0 0 0
1991/1992 (63,000) (11,000) 0 0 0 0 0 0 0
1992/1993 (9,000) (1,000) 0 0 0 0 0 0 0
1993/1994 (258,000) (241,000) (231,000) (510,000) (497,000) 0 0 0 0
1994/1995 (60,000) (36,000) (16,000) (48,000) (15,000) 0 0 0 0
1995/1996 (87,000) (49,000) (29,000) (65,000) (39,000) (18,000) 0 0 0
1996/1997 (166,000) (94,000) (56,000) (97,000) (73,000) (36,000) (20,000) 0 0
1997/1998 (274,000) (169,000) (96,000) (134,000) (97,000) (58,000) (37,000) (18,000) 0
1998/1999 0 0 0 0 0 0 0 0 0
1999/2000 2,172,000 2,605,000 2,944,000 127,000 242,000 0 0 0 0
2000/2001 (1,576,000) (930,000) (361,000) (184,000) (344,000) (224,000) (340,000) (194,000) (72,000)
2001/2002 371,000 797,000 0 0 0 0 0 0 0
2002/2003 n/a (125,000) 0 1,389,000 2,515,000 0 0 0 0
2003/2004 n/a n/a 393,000 1,154,000 (3,404,000) (1,261,000) 586,000 1,154,000 1,154,000
2004/2005 n/a n/a n/a (6,448,000) (3,124,000) (3,124,000) (2,572,000) (1,421,000) (465,000)
2005/2006 n/a n/a n/a n/a (4,855,000) (4,029,000) (2,406,000) (2,330,000) (1,292,000)
2006/2007 n/a n/a n/a n/a n/a (4,356,000) (4,327,000) (1,995,000) (1,619,000)
2007/2008 n/a n/a n/a n/a n/a n/a 2,659,000 3,281,000 863,000
2008/2009 n/a n/a n/a n/a n/a n/a n/a (2,626,000) (2,102,000)
2009/2010 n/a n/a n/a n/a n/a n/a n/a n/a 532,000
2010/2011 n/a n/a n/a n/a n/a n/a n/a n/a n/a

TOTAL $50,000 $1,746,000 $2,548,000 ($4,816,000) ($9,691,000) ($13,106,000) ($6,457,000) ($4,149,000) ($3,001,000)

(1) July 1 to June 30.
(2) Annualized figure based on six months result.
(3) Excludes unallocated loss adjustment expenses.



Exhibit XVI
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
Unpaid Claims and Loss Ratio Analysis Exhibit
As at December 31, 2010
(All amounts are on a Net basis and in 000$)

Actuary's Category : Professional Liability - Total
Exhibit Category : Liability
Paid Losses Unpaid Claim Analysis Loss Ratio Analysis
Undiscounted Unpaid Claims and Adjustment Provision and Margin for Adverse Deviation Income . Loss Ratio (%)
Expenses Present Value of (PfAD and MfAD) Cumulative ‘
Cumulative . . Discounted Investment
Accident Year Current Year (2010 and Unpaid Claims and Reserves includin, Income from
Line (2010) for) Adjustment PfAD: MFfAD: PfAD: PfAD: T AD € Eamed | nvest. Tncome | Unnaid Clai
prior Case Reserves IBNR Total Expenses - Total Claims Claims Reinsurance | Interest Rate Premiums fron; UPR nlll):erve‘:lm Undiscounted | Discounted
(000$) (%) (000$) (000$) ) ;
(01) 02) 03) 04) 05) (06) 07) (08) 09) 10) an 12) 3) 14) as) (16) a7

1 zoggos;nd - 19,360 250 27 277 255 26 10% 20 6 307
2 2001 - 1,650 250 27 277 255 26 10% 46 6 333
3 2002 2 3,349 1,051 - 1,051 945 94 10% 74 28 1,141 5,276 44 775 83.40% 69.83%
4 2003 105 4,552 1,281 244 1,525 1,368 137 10% 77 41 1,623 5,626 99 863 108.02% 92.79%
5 2004 106 3,346 662 507 1,169 1,047 105 10% 56 32 1,240 6,726 110 733 67.13% 56.36%
6 2005 4 850 431 642 1,073 964 96 10% 68 29 1,157 6,546 157 733 29.38% 19.01%
7 2006 - 356 1,775 1,885 3,660 3,286 329 10% 132 96 3,843 9,293 171 1,004 43.22% 33.76%
8 2007 9 1,092 4,066 3,673 7,739 6,934 693 10% 200 208 8,035 11,224 241 1,050 78.68% 70.45%
9 2008 9 1,095 2,301 4,917 7,218 6,418 642 10% 231 206 7,497 9,967 342 576 83.41% 77.76%
10 2009 9 12 650 6,764 7,414 6,453 645 10% 286 246 7,630 9,831 118 262 75.54% 74.18%
11 2010 10 10 640 8,175 8,815 7,580 758 10% 339 315 8,992 8,930 118 100 98.82% 98.39%
12 Total 254 35,672 13,357 26,861 40,218 35,505 3,551 10% 1,529 1,213 41,798 73,419 1,400 6,096 73.99% 66.46%
13 ULAE - Total 2,583
14 "Facility Association" and "Plan" -
15 Other reserves -
16 Grand Total 44,381




Dion Durrell

Canadian Lawyers Liability Assurance Society

Report on the Valuation of Policy Liabilities as at December 31, 2010

February 16, 2011




Canadian Lawyers Liability Assurance Society

Case Reserves versus Actuarial Reserves

= Case Reserves
e |Individual Estimates

* Based on known facts at time reserves are established
= Actuarial Reserves
* Aggregate Estimates
. Recotgnize reserving/settlement patterns and project unknown
events

= |IBNR is difference between actuarial reserves and case
reserves

= Can result from 2 sources:
e Pure IBNR: Unknown Claims
* Loss Development: Change in values of known claims

Dion Durrell February 16, 2011 1



Canadian Lawyers Liability Assurance Society

Reported Incurred Loss Activity - Counts
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Canadian Lawyers Liability Assurance Society

Gross Reported Incurred Loss Activity Losses Incurred (in $000’s)
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Canadian Lawyers Liability Assurance Society

Net Reported Incurred Loss Activity Losses Incurred (in $000’s)
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Canadian Lawyers Liability Assurance Society

Loss Development Factors

» Revision of Loss Development Factors for IBNR projection

100%
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Duration Since Date of Loss (in months)

Percent of Expected Losses
Yet to Emerge
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Canadian Lawyers Liability Assurance Society

2010/2011 Expected Loss Costs

» Revision of expected loss costs for 2010/2011 reflects recent
favourable emerging experience and results in an overall decrease
of 3.0%
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Canadian Lawyers Liability Assurance Society

Arrangements between CLLAS and Colchester for (2010/2011) *

40,000,000

35,000,000
COLCHESTER 15,000,000

30,000,000+
LAYER 2

25,000,000
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15,000,000
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0_

* Excludes additional exposure between the $25,000 and $250,000 where CLLAS may drop down

Dion Durrell February 16, 2011 7



Canadian Lawyers Liability Assurance Society

Net Ultimate Losses (in $000’s)

12,000~ 11.100
B Dec. 31, 2009 - $74,728,000

O Dec. 31, 2010 - $80,049,000
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Canadian Lawyers Liability Assurance Society

Unallocated Loss Adjustment Expenses (“ULAE")

= Represents the provision for the claims management function to
service existing obligations if CLLAS were to cease writing
business on December 31, 2010

= |Loading of 3.45% applied to gross case reserves and gross
IBNR (versus 2.25% used in December 31, 2009 valuation)

DlOIl Durrell February 16, 2011 9



Canadian Lawyers Liability Assurance Society

Breakdown of Outstanding Claims Liabilities
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Canadian Lawyers Liability Assurance Society

Impact of Changes in Assumptions

» The impact of the change in loss development factors, ULAE load and
the discount rate represents an increase of $9,000 in the net
undiscounted liabilities

Discount Rate

» The discount rate is used for the discounting of future claims payments
and related PfAD margin

» Adiscount rate of 2.7% was selected based on the market yield of
CLLAS’ bond portfolio as at December 31, 2010 since CLLAS has
classified its bond portfolio as available-for-sale per CICA 3855

The interest rate used in the last valuation was 2.9%
The PfAD margin on interest rate was maintained at 0.75%

The impact of the change in discount rate is an increase of $398,000 in
the net December 31, 2010 claims liabilities (discounted + PfAD)

YV V V

Dion Durrell February 16, 2011 11



Canadian Lawyers Liability Assurance Society

Valuation Basis

= Statutory Purposes and Professional Requirements:

Discounted Liabilities
+

Provision for Adverse Deviation (PFAD)

= PFAD reflects three variables:

» Claims Development: Claims experience worse than
expected

 Reinsurance Recoveries: Reinsurers default on their
obligations

* Interest Rate: Investment yield below expectation

Dion Durrell February 16, 2011 12



Canadian Lawyers Liability Assurance Society

Valuation of Claims Liabilities, Margins for Adverse Deviation
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Canadian Lawyers Liability Assurance Society

Impact of Provision for Adverse Deviation on Net Qutstanding Liabilities

O Undiscounted Liabilities
B Discounted Outstanding Liabilities
B Discounted Outstanding Liabilities plus Provision for Adverse Deviation
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Canadian Lawyers Liability Assurance Society

Net Ultimate Loss Ratio By Policy Year
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Canadian Lawyers Liability Assurance Society

Premium Liabilities

>
>

>

There is a premium deficiency at December 31, 2010

This means that the premiums yet to be earned are not expected to
sustain the expected expenses associated with earning them

A deficiency is generated if:
Net Unearned Premiums
- Net Liabilities in connection with Unearned Premiums
- The company’s stated Deferred Policy Acquisition Expenses

= Less than zero

To reflect the premium deficiency on the balance sheet, the deferred
policy acquisition expense asset was reduced from $329,000 to $0, and
a premium deficiency liability of $548,000 was posted

There is also a premium liability of $2,630,000 in connection with the
proportional reinsurance arrangements for policy years 2002/2003 and
2003/2004

Dion Durrell February 16, 2011
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Canadian Lawyers Liability Assurance Society

Gain (Loss) Analysis of Net Outstanding Liabilities at December 31, 2010

12/2009 Outstanding Liabilities

2010 Expected Costs

Paid in 2010

Expected 12/2010 Outstanding
Liabilities *

Favourable Claim Experience

Change in Assumptions

Actual 12/2010 Qutstanding
Liabilities

Amount in 000's

* Reflects the impact of discounting and provision for adverse deviation

Dion Durrell February 16, 2011 17



4 Dion, Durrell Risk Financing Services T 416 408 2626
.) Dion Durrell adivision of 3303128 Canada Inc. F 416 408 3721
Insurance Consultants 250 Yonge Street, Suite 2900

Toronto, Ontario, Canada M5B 2L7
dion-durrell.com

February 16, 2011

Private & Confidential

Mr. Nicholas Leblovic

Davies, Ward, Philips & Vineberg LLP
44™ Floor

1 First Canadian Place

Toronto, Ontario

MS5X 1B1

Dear Nick,
The purpose of this letter is to set out the proposed operating budget for CLLAS for 2011,
together with the proposed budget for the provision of Management and Professional Services to

CLLAS for 2011.

TOTAL OPERATING BUDGET FOR 2011

The draft total operating budget for 2011 is presented in Attachment A to this letter, together
with the budget and actual figures for 2010. A discussion of the “Other Expense” lines is
immediately below. One factor to bear in mind is the implementation of HST in Ontario
effective July 1, 2010. For 2010, it was generally assumed that expenses would incur G/HST at a
rate of 9% (i.e. 5% for the first half of the year and 13% for the second half of the year). For
2011, HST will apply at 13% for the entire year.

Of particular note on the “Other Expenses” lines are the following:

e Premium taxes finished the year well over budget. There are two reasons for this. First,
the review of the premium tax issue in provinces outside of Ontario has led to a one-time
adjustment of about $270,000 relating to premium taxes for prior years. This amount
reflects the net impact of prior year premium taxes payable outside of Ontario (including
a provision for Quebec although discussions proceed very slowly there) and the premium
tax refund expected from Ontario for those years. Second, a write-down of deferred
policy acquisition costs of $330,000 was caused by the decreasing CLLAS premium.
The former issue is a one-time adjustment as premium taxes are now being budgeted on
the appropriate provincial basis. The latter issue could recur to the extent that CLLAS
premiums fall in the future.

e The Special Services line finished 2010 well over budget. This line tracks the costs of
external counsel retained by CLLAS. In particular, costs associated with the ACE
arbitration (i.e. fees for our counsel, court reporter, arbitration panel, etc.) totaled about
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$390,000 in the year. Costs associated with advice in managing the premium tax issue
amounted to about $250,000 in the year. Additional costs will be incurred on both of
these items in 2011, but on a much diminished scale. The budget for 2011 contemplates
this activity with an additional buffer for other costs that may arise in the year. It is
expected that there will be a material recovery of costs with respect to the ACE
arbitration and this recovery has not been reflected in this budget line.

Miller fees for the 2011/12 policy year have not been confirmed as yet. Fees for 2010/11
were $273,000 and were unchanged from the prior year. For budget purposes, we have
included an estimate of $280,000 for fees for 2011, which in fact allows for fees for the
2011/12 year of up to $287,000 (i.e. up to a 5% increase).

The budgets for investment counsel fees and custodial fees have been adjusted to reflect
our best estimate of these fees, which are driven by the size the portfolio under
management.

The Risk Management/Loss Prevention line finished the year just under budget. The
proposed budget is an estimate, and is dependent on the direction taken by the Risk
Management Committee and the projects that are rolled out in 2011. As in 2010 there
maybe requests for changes to the budget throughout the year at initiatives are fine-tuned
and approved.

PROFESSIONAL AND MANAGEMENT SERVICES OVERVIEW OF 2010

1.

Management Services

Management Services are provided on a fixed fee basis, with the exception of Claims
Analysis, which is a variable line item related to management of CLLAS’ active large
loss files. Management Services finished the year $53,835 over its budget of $457,500,
with the details by line presented on the following page.

2010 2010 Fav/(Unfav)

__ Activity  Budget Actual  Variance
Financial $125,000 $125,000 $ 0
General Admin. $ 62,500 $ 62,500 $ 0
Claims Admin. $210,000 $210,000 $ 0
Claims Analysis*  $ 60,000 $113,835 ($53,835)
Total ~ $457,500 $511,335  ($53,835)

* Variable

The overage on the Claims Analysis line was due to increased claims management
activity on a relatively limited number of complicated claims in the year. This activity
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included oversight of a number of class actions, the pursuit of a US insurer (Executive
Risk) for an appropriate contribution to a settlement made in July 2009, and the
processing of an arbitration with an excess insurer (Great American) arising out of the
settlement of a matter in March 2010. Given the nature of the currently active claims, it
is likely that we will continue to see a heightened level of activity on this line in the
foreseeable future.

An increased level of activity has also been experienced on the Claims Administration
line which tracks the “routine and recurring” claims management work. This is largely
attributable to the additional monitoring required on a large number of routine files
where, for a variety of reasons, no consent has been provided by the individual insured
lawyer, which means that LawPRO will not release information to CLLAS.

Activity on the Financial line generally tracked at the budgeted level, and activity on the
General Administration line was marginally higher than expected due primarily to policy
work.

See Attachment B to this letter for a brief summary of the activity associated with each
of the above line items.

2. Professional Services

On an aggregate basis, fees for Professional Services finished the year over budget due to
activity on two lines, Reinsurance and Strategic, as discussed more specifically below.
Details by line are as follows:

2010 2010 Fav/(Unfav)
Budget  Actual Variance
Actuarial $100,000 $ 86,943 § 13,057
Reinsurance $300,000 $376,342 ($ 76,342)
~Strategic ~~ $100,000  $153,140 ($ 53,140)
CTotal  $500,000  $616425  ($116,425)
(a) Actuarial Services. Actuarial Services finished the year under budget, as

activity in the year fell within expectations.

(b) Reinsurance Services. Activity on the Reinsurance Services line was well in
excess of the budget for the year. This overage is attributable to specific issues
that were managed, including a deliberate focus on building relationships with
potential new markets and further strengthening relationships with current
markets. Also, significant energy was devoted to the reinsurance arbitration with
ACE. (Note that the issues relating to Great American and Executive Risk are



D) Dion Durrell

Mr. Nicholas Leblovic February 16,2011 e

©

not reinsurance issues per se and have been tracked under the Claims Analysis
line discussed above.) In addition, there was ongoing work with respect to the
“Part XIII” issue, i.e. OSFI’s evolving interpretation of the approach to
establishing whether a reinsurer is doing business in Canada.

Strategic Services. The Strategic Services line also ended the year over budget.
This is always the least predictable line for CLLAS and fees are typically
somewhat over or under the budgeted amount. Activity tracked to this line in
FY10 included:

Continued development of Website design and implementation including
pages for insurers and reinsurers, firm claim listings, etc.

DIVA modeling re surplus managementand policy review

Responding to a request under the Freedom of Information Act (including
responding to the appeal of the successful denial of access)

Licensing applications for Alberta (completed) and BC (on-going)
Investigation of Quebec licensing issue

Management of premium tax issue including responses to regulators and co-
ordinating provision of information to BC

IFRS planning, including regulatory filings

McMillan and Lang Michener merger

Risk Management benchmarking exercise (additional budget item)

PROPOSED BUDGET FOR 2011

The proposed budget for 2011 for Management Services and Professional Services is presented
in Attachment A, together with 2010 figures for ease of comparison. Further details relating to
the two components follow.

1.

Management Services

For 2011, we are proposing an increase to $495,000 from $457,500. This increase

(837,500, or 8.2%) is in part attributable to wage inflation but more particularly the
result of increased activity on a number of lines as noted in the prior section.

Demands on the Financial Reporting line continue to increase due to changes in
accounting standards, including IFRS. These changes result not only in increased
activity but also the requirement for more senior level oversight in this area including the
preparation of an annual business plan filing and oversight of regulatory audits (e.g.
provincial retail sales tax branch). More specifically, however, the change in this line
reflects the increase in reporting requirements due to licensing in BC and Alberta.
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We are proposing to adjust the General Administration line to reflect the on-going
activity associated with the policy and risk management lines.

Demands on the Claims Administration reporting line continue to increase, driven by the
increasing complexity of claims and the need to manage carefully insureds, other
insurers and reinsurers. We propose to leave the Claims Analysis line unchanged for
2011.

Details by line are presented below:

2010 2011
Activity  Budget  Budget  Change
Financial $125,000  $135,000  $ 10,000
General Admin. $ 62,500 $ 70,000 $ 7,500
Claims Admin. $210,000  $230,000  $ 20,000
_Claims Analysis* __$ 60,000 $ 60,000 $ 0
~ Total $457,500  $495,000  $37,500

*  Variable

We are proposing no change to the fixed fee structure, i.e. the services will be provided
on a fixed fee basis, with the exception of the variable line for Claims Analysis.

2. Professional Services

The proposed budget for Professional Services is as set out below, with an overall
increase of $80,000 proposed over FY10’s budget. Details by line are as follows:

2010 2010 2011
o'=..__Budget  Actual __ Proposed
Actuarial $ 100,000 $ 86,943 $100,000
Reinsurance $300,000  $376,342 $340,000
Strategic $100,000  $153,140  $120,000
ol $500000  $616425  $560,000

The overall result of the proposed changes is a relatively significant increase (12%) over
last year’s budget, although the 2011 budget is lower than the 2010 actual ($616,000).
We are proposing an increase in both the Reinsurance and Strategic lines. Last year was
a very busy year for CLLAS and although a number of the more difficult issues are
resolved, there will still be activity associated with finalizing them. For example, we will
have continued work to finalize the BC licensing application and the premium tax issue.
With the reinsurance strategy being considered by the Board, we are anticipating a more
aggressive marketing effort as well as the need to cultivate potential new reinsurers. As
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well, to the extent that FSCO follows OSFI’s lead, the custodial arrangement in place
with Colchester Reinsurance Limited will have to be restructured to comply with new
OSFI requirements for “Reinsurance Security Agreements”.

The foregoing are budget estimates only and to the extent that the level of activity on a
particular line proves to be less than anticipated, the budget will of course not be fully

expended.

We look forward to discussing this proposed budget with you and the CLLAS Advisory Board at
the upcoming meeting. Please do not hesitate to call us to discuss this matter in the meantime.

Yours truly,

Patrick Mahoney

PMM/nji

i:\internal\cllasbudget\F Y1 1\leblovic



CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY (CLLAS)

MANAGEMENT SERVICES
Financial
General Administration
Claims Administration
Claims Analysis
Sub-Total Management Services

PROFESSIONAL SERVICES
Actuarial Services
Reinsurance Matters
Strategic Matters

Sub-Total Professional Services

Total Management & Professional Services
G/HST on Consulting Fees

Total Consulting Services

OTHER EXPENSES

Audit Expenses

Annual Dinner

Premium Taxes

Chairman's Expenses

Chairman's Honourium

Reinsurance Expense

Office Expenses

Office Expenses - Website management software
Claims: Borderaux (LPIC/LSBC)

Special Services

Miller Insurance Fees (Reins. Comm.) (See Note 2)
1.B.C Statistical Plan Fees

FSCO Assessment Fees

Investment counsel fees

Investment - Custodial

Risk Management/Loss Prevention

Licensing Fee

Sub-total

TOTAL

Attachment A

OPERATING BUDGET - EXPENSES DRAFT
January 1, 2011 - December 31, 2011
Fav/ Proposed % Change
FY 10 FY 10 (Unfav) FY 2011 from
Budget Actual Variance Budget FY10Bdgt
125,000 125,000 0 135,000 8.00%
62,500 62,500 0 70,000 12.00%
210,000 210,000 0 230,000 9.52%
60,000 113,835 (53,835) 60,000 0.00%
457,500 511,335 (53,835) 495,000 8.20%
100,000 86,943 13,057 100,000 0.00%
300,000 376,342 (76,342) 340,000 13.33%
100,000 153,140 (53,140) 120,000 20.00%
500,000 616,425 (116,425) 560,000 12.00%
957,500 1,127,760 (170,260) 1,055,000 10.18%
86,175 91,184 (5,009) 137,150 59.15%
1,043,675 1,218,944 (175,269) 1,192,150 14.23%
64,000 61,542 2,458 75,000 17.19%
5,000 5,096 (96) 5,500 10.00%
638,000 1,211,856 (573,856) 745,000 16.77%
2,000 1,985 15 2,000 0.00%
60,000 60,000 0 75,000 25.00%
10,000 3,163 6,837 10,000 0.00%
17,500 25,036 (7,536) 20,000 14.29%
1,800 5,907 (4,107) 1,000 -80.00%
14,500 15,840 (1,340) 16,000 10.34%
275,000 644,674 (369,674) 165,000 -40.00%
273,000 273,000 0 280,000 2.56%
15,000 8,362 6,638 15,000 0.00%
15,000 4,715 10,285 15,000 0.00%
124,000 117,345 6,655 142,000 14.52%
35,000 35,720 (720) 45,000 28.57%
120,000 117,434 2,566 80,000 -33.33%
0 5,000 0 5,000 100.00%
1,669,800 2,596,674 (921,874) 1,696,500 1.60%
$2,713,475 $3,815,618 ($1,097,143) $2,888,650 6.46%




Attachment B
CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY

Management Services - Overview of Activity by Budget Line
Presented below is a brief summary of the activity associated with each of the Management
Services budget lines, as well as a discussion of the guidelines for determining whether a claim

falls within the “Claims Analysis” line, which operates on a fee for service basis.

1.  Financial Reporting

The Financial Reporting area involves all financial functions including:

. compliance with regulatory/reporting requirements (including IBC reporting,
P&CI1 filings, province-specific filings)

. preparation of financial statements (quarterly and annual)

. facilitating FSCO audit and managing relationship with FSCO Examiner

. managing year-end audit (Deloitte) and liaising with auditors

J interaction with the Audit Committee

maintenance of cashbooks

bank statement reconciliations
accounts payable/receivable

cheque preparation and deposit
premium collection/remittance

claims reimbursements from reinsurers
liaison with investment manager
budget variance analysis

subscribers accounts

2. General Administration
The General Administration line covers work relating to:

J preparation for/attendance at Advisory Board meetings

preparation for/attendance at standing committee meetings (e.g. policy, risk
management - all meetings other than claims and audit)

renewal applications

premium invoices

policy preparation and issuance

policy inquiries

miscellaneous inquiries from Subscribers

. general administrative matters

. website maintenance




Claims Administration

The Claims Administration line covers all claims activity except for senior consultant time
spent on the claims that meet the criteria set out in Section 4 below. Activity on this line
includes:

maintenance of claims database

maintenance of physical files

initial file review

acknowledgment and follow-up letters

correspondence with insured firms

interaction with underlying insurers (e.g. bordereaux updates)
preparation for/attendance at Claims Committee meetings
interaction with Claims Committee members

liaison with reinsurers on claims (preparation of large loss reports, answering
specific inquiries, managing reinsurer audits)

preparation of claims activity schedule for Advisory Board meeting
. attendance at LawPRO to review files

. co-ordination of instructions to counsel

Claims Analysis

Pursuant to the agreement between CLLAS and Dion Durrell, routine and recurring claims
management/analysis work is provided by Dion Durrell for a fixed fee to be agreed upon
by the parties. Certain files require significant additional claims management work by
Dion Durrell on a claim by claim basis. Work on these claims will be accounted for as a
separate budget line item.

The following guidelines dictate when a claim will move form the fixed fee to the variable
fee category.

1. The underlying insurer (e.g. LawPRO, LSBC) has tendered the defence of the matter

to CLLAS;

2. Settlement involving a potential contribution from CLLAS is being actively
pursued; or

3. The Claims Committee agrees that (due to, for example, the potential of the claim)

the Office of the General Manager has become very active in the management of the
claim,
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INTRODUCTION

This report summarizes the methodology and assumptions underlying the business plan for the
Canadian Lawyers Liability Assurance Society (“CLLAS”) for calendar year 2011, a copy of which
is to be submitted to the Financial Services Commission of Ontario (“FSCO”), the regulatory
authority responsible for the supervision of CLLAS under the Ontario Insurance Act.

The report and the plan was prepared by Dion Durrell + Associates Inc. (“DDA”), a non-affiliated
company of CLLAS providing actuarial and general management services to CLLAS under a general
management service level agreement in effect since 1995.

CLLAS was formed on December 22", 1986 under the Reciprocal Insurance Exchange Agreement
for Select Canadian Law Firms (the “Subscription Agreement”). CLLAS is licensed by FSCO to
provide professional liability insurance to its subscribers and started its insurance underwriting
operations in June 1987.

In the fiscal year ending December 31%, 2010, CLLAS underwrote 43 insurance policies issued to 13
Canadian law firms providing a combined maximum limit of liability insurance per occurrence of
$124.975M to cover the cost of damages that an insured is legally obligated to pay as a result of
single or related act, error, omission or negligent act in the performance of or failure to perform
professional services by the insured or by any person for whose acts, errors, or omissions the insured
is legally responsible.

The insurance provided by CLLAS to each of the firms is provided on a claims made basis meaning
that a claim first made during the policy period is covered provided that the act, error or omission
resulting in a claim happened during the policy period or prior to the policy period (as long as the
insured had not given notice to any prior insurer or under any prior insurance, had no prior insurance
for the liability arising from such claim and had no reasonable expectation that such act, error or
omission was a breach of professional duty or might be the basis for a claim).

The maximum limit provided by CLLAS on a per claim basis is provided as follows:
. A $5M limit inclusive of a minimum $25,000 retention over the basic liability coverage

available to each practicing lawyer of the firm under the basic professional liability coverage
provided by the law society governing the professional activities of such lawyer;

. A $30M limit in excess of the first $5M of excess coverage provided by CLLAS;

. A $20M limit in excess of $140M of professional liability limit purchased by any firm;

° A limit of $40M limit in excess of $160M of professional liability limit purchased by any
firm; and

. A $30M umbrella limit provided on the overall exposure of all subscribers.

Canadian Lawyers’ Liability Assurance Society page 1
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To provide such limit to any insured, CLLAS purchases reinsurance coverage from registered and
unregistered insurance companies to reduce its net maximum loss exposure for any one loss
occurrence to $14.475M. In addition, for its treaty underwriting year from July 1%, 2010 to June 30",
2011 CLLAS also purchased an annual stop-loss coverage that provides $25M of coverage in excess
of $15M. Annual stop-loss coverage limiting CLLAS’ overall annual net retained losses in any one
treaty year was also purchased in prior treaty years.

The reinsurance purchased for the maximum occurrence limit provided by CLLAS is purchased on a
proportional basis with the following net exposure retained by CLLAS:

Table 1.0
CLLAS exposure by layer

Net retained % Net retained
Coverage limit issued by Reinsurance exposure by CLLAS
CLLAS purchased CLLAS exposure
$5M xs underlying coverage None 100.0% $4.975M
$30M xs $5M and underlying $7.5 xs $5M 50.0% $3.750M
$12.5M xs 30.0% $3.750M
$12.5M
$10M xs $25M 20.0% $2.000M
$20M xs $140M $20M 0.0% $0.000M
$10M/$20M/$30M/$40M xs $40M 0.0% $0.000M
$160M
$30M xs Umbrella $30M 0.0% $0.000M
Total $14.475M

In 2010, CLLAS generated written premium volumes of $20.8M and $8.0M on gross and net bases
respectively, with $12.8M ceded to proportional and aggregate stop loss reinsurers. In 2010 CLLAS
had a net operating loss of $0.4M and closed the year with net subscribers’ equity of $20.0M
inclusive of accumulated other comprehensive income (loss). From a balance sheet standpoint, its
main liability is for unpaid claims where it has estimated a net provision of $44.4M at December 31,
2010. At December 31%, 2010 it held $57.3M in cash and invested assets, which are held in fixed
income securities.

Any questions regarding this report should be addressed to Mr. Patrick M. Mahoney, General
Manager for CLLAS at the following address and phone number:

Mr. Patrick M. Mahoney

General Manager

Canadian Lawyers Liability Assurance Society
250 Yonge Street

Suite 2900

Toronto, ON M5V 2L7

Phone: 416-408-5293

Fax:  416-408-3721

Canadian Lawyers’ Liability Assurance Society page 2

Business Plan Projected for Calendar Year 2011



.) Dion Durrell

SCOPE

This report provides a financial estimate of the expected financial performance of CLLAS for the
2011 fiscal year ending December 31%, 2011. The estimated experience was developed on a gross
and net of reinsurance bases per generally accepted accounting and actuarial practice.

The expected financial performance is presented in the proforma Statements of Assets and Liabilities,
Statement of Income and Minimum Capital Test (“MCT?”) included in Exhibit | and presented on a
basis consistent with the completion of such statements in accordance with the directives of FSCO
issued for the completion of the 2010 P&C-1 Annual Return filed by CLLAS with FSCO. The MCT
is not applicable to reciprocal insurance exchanges which are able to rely on the creditworthiness of
their subscribers as opposed to capital, but the MCT provides a meaningful information tool for
management and the Board.

METHODOLOGY AND ASSUMPTIONS

To develop the expected financial performance we relied on the following information developed by
CLLAS at December 31%, 2010:

. The 2010 P&C-1 Annual Return filed by CLLAS with FSCO;
. The 2010 Auditor’s Report issued by Deloitte & Touche LLP; and
° The Report on the Valuation of the Policy Liabilities as at December 31%, 2010 issued by Ms.

Julie-Linda Laforce, the Appointed Actuary for CLLAS.
To estimate the gross and net incurred losses projected for 2011 we divided our approach between:

° First, the settlement of claims liabilities incurred on or prior to December 31%, 2010; and
Second, the projected claims incurred after December 31%, 2010 on policies in-force at
December 31%, 2010 and on policies expected to be renewed on July 1%, 2011 under the new
2011/2012 treaty year.

These projections, assume, to a large extent, that the current reinsurance structure in effect at
December 31, 2010 is maintained on renewal.

Based on this approach we made the following assumptions:

Settlement of claims incurred on or prior December 31%, 2010

The methodology focused first on the expected settlement of the claims liabilities estimated at
December 31%, 2010 during calendar year 2011 where we essentially projected paid claims during
2011, gross of reinsurance, based on the estimates established at December 31%, 2010. At

December 31%, 2010, CLLAS held $77.5M for the nominal outstanding value of claims liabilities,
gross of reinsurance, incurred on or prior December 31% 2010. Based on the historical claims
settlement history of this portfolio, we estimated that $9.3M would be paid in 2011, thus reducing the
gross nominal value of those liabilities to $68.2M at December 31%, 2011. Under accepted actuarial
practice and using the same assumptions as the ones used at year-end 2010, this gross nominal value
of liabilities would be recorded on a discounted value basis at December 31%, 2011. The discounted
value must include an explicit provision for adverse deviation (“PfAD”).

Canadian Lawyers’ Liability Assurance Society page 3
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Based on this approach the estimated residual provision, gross of reinsurance, for claims liabilities to
be carried at December 31, 2011 is $68.8M on a discounted value basis.

To determine the paid claims net of reinsurance, a similar approach was used on the estimated
nominal value of claims liabilities established at December 31, 2010. At that time, the net of all
applicable reinsurance claims liabilities was $42.8M of which $5.0M is expected to be paid in 2011.
The residual claims liabilities at December 31%, 2011 are $39.5M to be carried on a discounted value
basis in the financial statements at December 31%, 2010.

Expected claims incurred for the in-force policies at December 31%, 2010 and renewed business
at July 1%, 2011

To estimate ultimate gross and net incurred claims for those policies, we relied on the projected loss
cost per layer estimated by the Appointed Actuary at December 31%, 2010 and applied those loss
costs to the estimated in-force lawyers of 4,736 estimated at year-end 2010. At renewal, we assumed
no growth in the underlying number of insured lawyers.

The expected projected loss costs per layer for the first and second half of 2011 are as listed in the
following table. These projected loss costs include a provision to cover the impact of the
Harmonized Sales Taxes.

Table 2.0
Projected Loss Costs by Reinsured Layer for Calendar Year 2011

Estimated loss cost Estimated loss cost
Reinsurance Layers for 1% Half of 2011 | for 2" Half of 2011
$0.975M xs $0.025M $156 $168
$4M xs $1M 1,598 $1,726
$7.5M xs $5M 1,042 1,126
$12.5M xs $12.5M 838 905
$10M xs $25M 367 397
$30 xs Umbrella 20 22
$20M xs $140M 13 14
$40M xs $160M 9 10

Based on those assumptions we estimated gross outstanding incurred losses on a nominal value of
respectively $7.8M for the first 6 months of 2011 and $9.2M for the last 6 months of 2011, at
December 31%, 2011. Those estimated losses gross of reinsurance on a discounted basis total $15.6M
and are expected to be held in liabilities at December 31%, 2011.

From this estimate, we then applied the recoverable reinsurance per layer as well as the applicable
annual stop loss to obtain the net liabilities. The estimated liabilities for each 6 months period on a
nominal value are respectively $4.4M and $5.6M after recoveries for the applicable proportional
reinsurance and $3.6M and $4.7M after additional recoveries under the annual aggregate stop-loss
with a $15M attachment point applicable for claims made in 2011.

Canadian Lawyers’ Liability Assurance Society page 4
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From those estimates the net liabilities estimated at nominal value at December 31%, 2011 are $8.3M
and the same liabilities estimated on a discounted value basis are $8.4M, which is the basis used to
record the financial performance in 2011. We also projected net payments of $0.6M for claims
incurred in 2011.

Total claims liabilities

In total, we projected an increase in net claims liabilities of $3.5M and net paid losses on claims
incurred prior to December 31, 2011 of $5.6M.

The results of this analysis can be summarized as follows:

Table 3.0
Summary of Outstanding Claims Liability Projections for December 31, 2011

Occurrences on or prior Occurrences after

Amounts in Millions to December 31, 2010 December 31, 2010 Total
Gross Net Gross Net Gross Net

Liabilities as at
December 31, 2010 $77.5 $42.8 n/a n/a n/a n/a
Payments during
2011 (9.3) (5.0 (1.0) (0.6) (10.3) (5.6)
Liabilities as at
December 31, 2011 68.2 37.8 17.0 8.3 85.2 46.1
Discounted liabilities
reported in financials $68.8 $39.5 $15.6 $8.4 $84.4 $47.9

Other assumptions used in the projection of the 2011 balance sheet and income statement

With respect to premium revenues, we assumed that renewal premiums would increase by $2.7M
based on a trending of retained premiums and ceded premiums, based on expected renewal terms
with CLLAS’ reinsurers. We also projected a decrease in the premium deficiency reserve of $0.5M.

For operating expenses, we assumed $1.9M in general management fees as per the 2011 budget.
Premium taxes are expected to vary by province and average 3.16% of direct written premiums.

The investment income is expected to increase from $1.5M to $1.8M for 2011 based on an
investment yield of 2.7%.

Canadian Lawyers’ Liability Assurance Society
Business Plan Projected for Calendar Year 2011
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CANADIAN LAWYERS' LIABILITY ASSURANCE SOCIETY
PROFORMA BALANCE SHEET
As at December 31, 2011

ASSETS
Cash
Investments
Short Term
Bonds
Interest income due and accrued
Premiums receivable
Unearned reinsurance premium ceded
Prepaid Expenses
Deferred policy acquisition costs
Reinsurance recoverable
Other receivable
Provision for unpaid claims and adjustment expenses
recoverable from reinsurers

Total Assets

LIABILITIES
Provision for unpaid claims and adjustment expenses
Provision for unpaid premium liabilities
Premium Deficiency Liability
Unearned premium
Due to reinsurers
Accounts payable & accrued charges
Premium taxes payable

Total Liabilities
SUBSCRIBERS' EQUITY

Surplus
Accumulated Other Comprehensive Income (LosS)

TOTAL LIABILITIES AND SUBSCRIBERS' EQUITY

As at
December 31, 2011
PROJECTED

$6,750,000

13,920,000
53,013,000
340,000
6,720,000
6,870,000
210,000

0

0

0
36,540,000

Exhibit |
Sheet 1

As at

December 31, 2010

ACTUAL
$3,409,867

14,058,904
39,807,585
299,500
7,664,379
6,352,910
136,500
(0)

13,132,896
1,733,853
33,176,000

$124,363,000

$119,772,395

$84,390,000 77,557,000
0 2,629,821

50,000 548,000
11,700,000 10,340,344
6,870,000 5,179,783
590,000 364,059

0 1,937,063
103,600,000 98,556,069
19,563,000 20,018,273
1,200,000 1,198,053
20,763,000 21,216,326

$124,363,000

$119,772,395




Exhibit |
CANADIAN LAWYERS' LIABILITY ASSURANCE SOCIETY Sheet 2
PROFORMA STATEMENT OF INCOME
For the period ended December 31, 2011

Jan. 2011 to Jan. 2010 to

Dec. 2011 Dec. 2010

PROJECTED ACTUAL

Direct written premiums * $23,580,000 20,835,506
Gross Written Premiums 23,580,000 20,835,506
Less: Reinsurance Ceded ** 13,840,000 12,811,117
Net Written Premiums 9,740,000 8,024,389
Change in Unearned Premiums (840,000) 905,153
Earned Premiums 8,900,000 8,929,542
Claims Paid 5,640,000 253,594
Change in Reserves 3,470,000 6,213,000
Premium Deficiency Expense (498,000) 548,000
Paid on Premium liability (2,630,000) 0
Change in provision for Unpaid Premium liability 2,630,000 0
Incurred Claims 8,612,000 7,014,594
Management and Operating Expenses 1,890,000 2,330,762
Reinsurance Fees 280,000 273,000
Premium Taxes 745,000 1,211,856
Total Operating Expenses 2,915,000 3,815,618
Underwriting Gain (Loss) (2,627,000) (1,900,670)
Investment Income 1,760,000 1,487,601
Net Income (Loss) for the year ($867,000) ($413,069)
Subscribers' Equity - Beginning of Period $20,430,000 $20,431,343
Less: Prior period adjustment $0 $0
Subscribers' Equity - End of Period $19,563,000 $20,018,273

Notes:

Year to date

Previous year

* Assumes 8.0% rate increase on renewal on July 1st, 2011 (Equal to Expected Trend In Severity of Claim)

** Based on current reinsurance structure



CANADIAN LAWYERS' LIABILITY ASSURANCE SOCIETY
PROFORMA CALCULATION OF THE MINIMUM CAPITAL TEST MARGIN
As at December 31%, 2011

($'000)
MINIMUM CAPITAL TEST (per P&C-1)

Capital Available

Total Equity less Accumulated Other Comprehensive Income ....................... 02
Add:
Subordinated Indebtedness and Redeemable Preferred Shares ..................... 03
Accumulated Other Comprehensive Income (Loss) on:
Available for Sale Equity SECUNLIES ..........cccoviiiiiiiiiiiiiiiieiiee e 04
Available for Sale Debt SECUrtieS ............cccevviiiiiiiiiiiiieciiiiienenn. 06
Foreign Currency (Net of Hedging Activities) ............cc.covviviiiinnnns 08
Included in Capital Available of Regulated FI Subsidiaries .............. 10
30
Capital Available reported by Regulated FI Subsidiaries ................. 11
Less:
Accumulated net after-tax fair value gains (losses) arising from
changes in the company's own credit fiskK .............cocvveiiiiiininnn. 12
13
Balance Sheet Value of Investments in Regulated FI Subsidiaries ... 14
Assets with a Capital Requirement of 100% *.............ccocovvviieiinnnn. 17
Total Capital Available ... 19

Capital Required

Balance Sheet ASSELS .......ce i it 20

Unearned Premiums/Unpaid Claims/Premium Deficiencies ............................ 22

Catastrophes .

Reinsurance Ceded to Unregistered INSUIers *.............coevvvveniiiiinniininnnnnn 26

Capital Required reported by Regulated FI Subsidiaries ...............c..ccoeveeennn. 27

Structured Settlements, Letters of Credit, Derivatives and

Other EXPOSUIES ... ...ttt 28
Minimum Capital REQUITET ..........uuiitiitiitiit e 29
Excess of Capital Available over Capital Required

(line 19 MINUS INE 29) ...ttt ittt et ene 89
Line 19 .as @ % Of lNE 29 ... 90

Notes:
* Assumes similar level of short fall in vested assets held in trust

Projected
Year
2011

19,563

8,631

10,396
220.4%

Prior
Year
2010

20,018

8,032

11,448
242.5%

Prior
Year
2009

20,432

1,210

3,057
18,585

875
6,120

317

7,312

11,273
254.2%

Exhibit |

Sheet 3
Prior Prior
Year Year
2008 2007

20,024 15,474

1,376 92

6,921 6,515

11,820 6,367
270.8% 197.7%
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June 9, 2009

Mr. Nick Leblovic

Chairman, CLLAS

c/o Davies Ward Phillips & Vineberg LLP
44" Floor, 1 First Canadian Place
Toronto, Ontario M5X 1B1

Dear Nick,

This is in response to your request for Dion Durrell to provide a letter regarding the reinsurance that is placed
on behalf of CLLAS. As you know, we work closely with Miller Insurance Services Ltd. on all CLLAS
reinsurance matters with Miller being responsible for the London placement (including Lloyd’s and certain
European companies) and the Colchester (new this year) retrocession placement. Dion Durrell prepares the
reinsurance submission that goes out to all markets and specifically places the domestic and Bermuda
reinsurance as well as the aggregate stop-loss reinsurance placed through Colchester. We may use our
brokerage subsidiary, Alternative Risk Services Inc., to facilitate the Lloyd’s placement due to the Part XIII
changes that were recently introduced by OSFL

In the past, we had established with CLLAS a minimum reinsurance security rating standard of no less than A-
as determined by AM Best and Standard & Poor’s. Any deviation from such standard was referred to the
CLLAS Advisory Board. For example, when Scor Re was downgraded to below A-, we provided CLLAS with
detailed information on how Scor Re intended to gain back the confidence of the market and the rating
agencies. Since Canadian assets were ring fenced, the CLLAS Board agreed to keep Scor Re on the placement
but, as a due diligence process, CLLAS decided to reduce Scor Re’s participation. After two years, Scor Re
regained its A- rating and in fact was recently upgraded to A “Strong” by S&P. This kind of thoughtful and
deliberate monitoring preserves the important relationships that CLLAS has developed over the years with its
reinsurers.

Please be advised that neither Dion Durrell nor Alternative Risk Services Inc. carries out its own assessment of
the solvency of any insurer or reinsurer and nor do we guarantee the solvency or continuing solvency of any
insurer or reinsurer. You should note that the financial solvency of any insurer or reinsurer could change after
the reinsurance protection has been placed. We are committed to providing CLLAS with up-to-date
information on any material changes in the financial status or the security ratings of CLLAS reinsurers. To this
end, we have proposed that CLLAS adopt a reinsurance security process which we would provide assistance in
any way that we can, especially with Level II monitoring which would require a review of more detailed
monitoring and information about the specific reinsurer.

In general, we are prepared to provide CLLAS with updates from AM Best and S&P based on our monitoring
of the security ratings of each of the participating reinsurers. We will advise CLLAS on any adverse
developments which may require CLLAS to replace a certain reinsurer mid-term or to decide to monitor and
continue to use a certain reinsurer for a prescribed period of time.

We hope that the above is satisfactory, however, should you have any questions, please do not hesitate to
contact the undersigned.

Yours sincerely,

h D. Tontini
Consultant

LeblovicN_0906_CLLAS Reinsurance



Miller —

5 Jewry Street
London EC3N 2PJ

Tel: +44 (0)20 7488 2345
Fax: +44 (0)20 7410 2757
www.miller-insurance.com

Nicholas J. Leblovic

Chairman

Canadian Lawyers Liability Assurance Society
Suite 2900

250 Yonge Street

Toronto

Ontario M5B 2L7

Canada

5th June 2009

Dear Nick

CLLAS Reinsurance Programme
Renewal effective 1°* July 2009

In accordance with your request and in conjunction with Dion, Durrell + Associates, Inc., we have compiled
various material relating to the reinsurers we use who participate on the CLLAS reinsurance programme. We
have collated this information with the underwriters’ responses given during our meetings to the set of questions
posed during your recent visit to London. A copy of the matrix with reinsurers’ feedback is enclosed.

You have asked us to comment on the appropriateness of the reinsurers who are involved as well as give our
views on possible new markets. Miller does not assess or guarantee the solvency of any (re)insurer, however
we check the financial strength ratings provided by specialist agencies (such as Standard & Poor’s and A.M.
Best) for each participating market and each must be authorised internally at Miller for us to use. Any markets
which do not meet a minimum criteria may still be used but only with specific client approval. In practice the
current specialist agency financial strength ratings of all the reinsurers used by us on your programme are in
excess of our minimum criteria for authorisation.

On an ongoing basis we monitor these ratings as well as developments in the market and will advise you in the
event there are circumstances which lead a market to fall out of our authorised classification. Taking into
consideration reinsurers’ feedback from our meetings, the Miller authorisations of each of the markets we use
on the CLLAS programme are unaffected.

For 2009 we will be approaching the current participants for their support and many of these have had long term
relationships with CLLAS. As outlined in London, we and Dion, Durrell work closely together to strategically
manage the size and layering of participations offered by each reinsurer to ensure that the most optimal result is
achieved for CLLAS, in line with its objectives for renewal. At present there are no new reinsurance companies
which we wish to approach with your programme this year, but there are several new Lloyd’s syndicates which
may be interested in supporting your account and we will be approaching them for their views in due course.
The current Lloyd’s rating by Standard & Poor’s is A+ (strong) with a stable outlook.

Please don't hesitate to let me know if you have any questions or comments.

Yours sincerely

Mark Popple
Director — Professional Risks

Encl.

Authorised and regutated by the Financial Services Aulhority
Miller iInsurance Services Limited Registered Office: Dawson House, 5 Jewry Slreet, London, EC3N 2PJ Registered number 830141 in England and Wales



CANADIAN LAWYERS LIABILITY ASSURANCE SOCIETY
REINSURERS' SECURITY RATING

Appendix C

A.M. Best S&P
: : February 7, 2011 Rating February 7, 2011 Rating
Reinsurer Registered Status . . . A 5 q
i o Ep— June 10, 2010 Rating | February 17, 2010 Rating | June 5, 2009 Rating Tl i i L R June 10, 2010 Rating February 17, 2010 Rating [ June 5, 2009 Rating
Lloyd's Note 1 A (Excellent)/Stable Unchanged A (Excellent)/Stable A (Excellent)/Stable A (Excellent) A+ (Strong)/Stable Unchanged A+ (Strong)/Stable A+ (Strong)/Stable A+ (Strong)
Aspen Re Note 2 A (Excellent)/Stable Unchanged A (Excellent)/Stable A (Excellent)/Stable A (Excellent) A (Strong)/Stable Unchanged A (Strong)/Stable A (Strong)/Stable A (Strong)
Hannover Ruck Note 2 A (Excellent)Positive A (Excellent)/Stable A (Excellent)/Stable A (Excellent) AA- (Very Strong)/Stable Unchanged AA- (Very Strong)/Stable | AA- (Very Strong)/Negative | AA- (Very Strong)

A (Excellent)/Stable

A (Excellent)/Stable

Not Known

A (Excellent)/Stable Unchanged A (Excellent)/Stable

Brit Insurance Limited Registered A (Excellent)/negative
Transatlantic Reinsurance Company (UK) * Note 2
Arch Insurance Company (Canada Branch) Registered A (Excellent)Positive

A (Excellent)/Stable

A (Excellent)

Not Available Not Available

A+ (Strong)/Stable

A (Excellent)/Stable

A (Excellent)/Stable

A (Excellent)

A+ (Strong)/Stable

Unchanged

Not Available

A+ (Strong)/Stable

Not Available

A+ (Strong)/Stable

Not Available

A+ (Strong)

A (Strong)/Positive

A (Strong)/Positive

A (Strong)

Allied World Assurance Company Ltd. Unregistered A (Excellent)/Stable Unchanged A (Excellent)/Stable A (Excellent)/Stable A (Excellent) A- (Strong)/Positive A- (Strong)/Stable A- (Strong)/Stable A- (Strong)
CRC (Bermuda) Reinsurance Ltd. Unregistered A (Excellent)/Stable Unchanged A (Excellent)/Stable A (Excellent)/Stable A (Excellent) Not Available Not Available Not Available Not Available Not Available
GCAN Insurance Company Registered A (Excellent)/Stable Unchanged A (Excellent)/Stable A (Excellent)/Stable A (Excellent) Not Available Not Available Not Available Not Available BBB (Good)
SCOR Canada Reinsurance Company Registered A (Excellent)/Stable A- (Excellent)/Positive [  A- (Excellent)/Stable A- (Excellent) A (Strong)/Positive A (Strong)/Stable A (Strong)/Stable A (Strong)
Swiss Reinsurance Company Ltd. (Canada Branch) Registered A (Excellent)Positive A (Excellent)/Stable A (Excellent)/Stable A (Excellent) A+ (Strong)/Stable Unchanged A+ (Strong)/Stable A+ (Strong)/Stable A+ (Strong)
Toa Reinsurance Company of America Registered A (Excellent)/Stable Unchanged A (Excellent)/Stable A (Excellent)/Stable A (Excellent) A+ (Strong)/Stable Unchanged A+ (Strong)/Stable A+ (Strong)/Stable A+ (Strong)
Transatlantic Reinsurance Company (Parent) Registered A (Excellent)/Stable Unchanged A (Excellent)/Stable A (Excellent)/Stable A (Excellent) A+ (Strong)/Stable Unchanged A+ (Strong)/Stable A+ (Strong)/Stable A+ (Strong)
Transatlantic Reinsurance Company (Canada) Registered A (Excellent)/Stable Unchanged A (Excellent)/Stable A (Excellent)/Stable A (Excellent) A+ (Strong)/Stable Unchanged A+ (Strong)/Stable A+ (Strong)/Stable A+ (Strong)
Colchester Reinsurance Ltd. Unregistered Not Available Not Available Unchanged Not Available Not Available Not Available Unchanged Not Available Not Available Not Available

* Not participating in Program effective July 1, 2009.

Note 1: Lloyd's has long been "registered” in Canada but the new OSFI guidelines impose certain conditions that Lloyd's are required to meet in order to be considered as writing "in Canada risks".
These conditions would be met with Alternative Risk Services Inc. acting as the Lloyd's open market intermediary.

Note 2: While all these companies are "registered" in Canada, we are in the process of determining if they meet the new OSFI guidelines for "in Canada risks".



CLLAS Reinsurance Appendix D
Top 25 Reinsurers by % of Current Liability

ALL YEARS LAYERS
$.975MM  $4MM $7.5MM  $125MM  $10MM  $30/60MM $20MM $10-30MM All-time  Prev. Year
XS Xs Xs Xs Xs Xs Xs Xs Percent Percent Move-
Watch Name Jurisdiction  Reg'd? $.025MM  $1MM S5MM $12.5MM $25MM $50MM  $140MM  $160MM TOTAL of Total  of Total ment?
®»  Underwriters at Lloyd's London Yes 0 746,178 4,548,261 2,868,530 2,352,331 233,299 26,409 26,959 10,801,966 14.4% 18.1% Down
Transatlantic Reinsurance Company (Combined) = Combined Yes 0 0 1,653,521 1,988,408 14,993 0 0 0 3,656,922 4.9% 6.6% Down
AFB 623/2623 Lloyd's Yes 0 0 3,612,167 0 0 17,998 0 0 3,630,165 4.8% 5.4% Down
Aspen Re London Yes 0 0 1,486,882 1,113,074 461,189 0 0 0 3,061,145 4.1% 4.6% Down
Transatlantic Reinsurance Company (UK) London Yes 0 0 1,209,858 845,652 14,993 0 0 0 2,070,503 2.8% 4.7% Down
Scor Re. Canada Yes 0 0 325,762 989,764 699,988 35,089 1,395 0 2,051,998 2.7% 2.9% Down
Hannover Ruck London Yes 0 0 0 2,028,628 0 0 0 0 2,028,628 2.7% 2.8% Down
MKM 2468 Lloyd's Yes 0 0 0 903,841 864,954 0 0 10,167 1,778,962 2.4% 3.5% Down
®»  Swiss Re (Combined) Combined Mix 0 0 0 16,871 1,435,453 140,004 48,091 13,838 1,654,256 2.2% 3.8% Down
Transatlantic Reinsurance Company (Canada) Canada Yes 0 0 443,662 1,142,756 0 0 0 0 1,586,418 2.1% 1.9% Up
MKL 3000 Lloyd's Yes 0 0 0 684,446 881,098 6,942 0 3,515 1,576,001 2.1% 3.1% Down
®»  Swiss Re (Canada) Canada Yes 0 0 0 16,871 1,314,467 116,752 36,809 13,838 1,498,737 2.0% 2.2% Down
Arch Canada Yes 0 0 1,442,824 0 0 0 0 837 1,443,661 1.9% 2.0% Down
®»  CRC (Bermuda) Reinsurance Ltd. Bermuda No 0 0 641,255 498,277 0 0 0 0 1,139,532 1.5% 1.8% Down
TOA Re. Canada Yes 0 0 440,225 345,387 0 0 0 0 785,612 1.0% 1.0% Up
AGM 2488 Lloyd's Yes 0 0 407,604 322,767 1,925 13,727 1,064 0 747,086 1.0% 1.9% Down
AML 2001 Lloyd's Yes 0 0 0 332,103 241,151 0 1,268 0 574,522 0.8% 0.8% Down
SAM 727 Lloyd's Yes 0 0 456,243 0 0 0 0 0 456,243 0.6% 0.7% Down
PEM 4000 Lloyd's Yes 0 0 0 420,912 0 0 1,346 360 422,618 0.6% 0.3% Up
HIS 33 Lloyd's Yes 0 0 0 0 331,213 38,587 8,071 0 377,870 0.5% 0.6% Down
DJM 839 Lloyd's Yes 0 356,868 7,414 6,390 2,740 0 0 0 373,411 0.5% 0.6% Down
Munich Reinsurance Company of Canada Canada Yes 0 202,766 25,832 21,088 9,821 2,475 0 0 261,981 0.3% 0.4% Down
®»  Swiss Re (UK) London No 0 0 0 0 120,986 23,252 11,281 0 155,519 0.2% 1.6% Down
CML 1173 Lloyd's Yes 0 129,770 7,414 6,390 6,865 0 425 0 150,863 0.2% 0.2% Down
ARK 4020 Lloyd's Yes 0 0 0 144,109 0 0 0 0 144,109 0.2% 0.1% Up
PIG 79 Lloyd's Yes 0 97,328 11,133 7,676 4,665 1,386 1,063 0 123,251 0.2% 0.2% Down
» AWAC Bermuda No 0 0 0 0 0 0 119,214 0 119,214 0.2% 0.2% Down
Total Current Liabilities 1,836,116 37,056,269 16,529,397 12,968,919 5,815,969 417,273 197,633 54,396 74,875,973
Proportional Reinsurance:
London 0 811,063 7,255,386 6,865,142 2,949,499 257,416 37,691 26,959 18,203,155 24.3% 32.0% Down
Canada 0 202,766 2,784,214 2,568,586 2,040,971 159,857 40,728 27,437 7,824,558 10.5% 10.9% Down
Bermuda 0 0 641,255 498,277 0 0 119,214 0 1,258,745 1.7% 2.0% Down
Total 0 1,013,829 10,680,855 9,932,004 4,990,469 417,273 197,633 54,396 27,286,459 36.4% 44.8% Down
CLLAS Proportional Retention 1,836,116 36,042,441 5,848,542 3,036,915 825,500 0 0 0 47,589,515 63.6% 55.2% Up
®»  Colchester Aggregate 7,371,922 9.8% 10.4% Down

CLLAS Net Retention 40,217,593 53.7% 44.8% Up



CLLAS Reinsurance Appendix E
Reinsurers by % of Current Liability

CURRENT YEAR (2010/2011) LAYERS
$.975MM $4aMMm $7.5MM $12.5MM $10MM  $30/60MM $20MM  $10-30MM Prev. Year
Xs Xs Xs Xs Xs Xs Xs Xs Percent Percent Move-
Watch Name Jurisdiction Reg'd? $.025MM $S1IMM $S5MM $12.5MM  $25MM $50MM  $140MM  $160MM TOTAL of Total ofTotal ment?
=  Underwriters at Lloyd's London Yes 0 0 485,017 398,402 305,757 24,144 2,776 5,741 1,221,837 14.9% 15.2% Down
Scor Re. Canada Yes 0 0 114,391 257,390 84,642 4,390 0 0 460,812 5.6% 38% Up
AFB 623/2623 Lloyd's Yes 0 0 408,375 0 0 1,097 0 0 409,472 5.0% 5.6% Down
Aspen Re London Yes 0 0 144,132 134,762 61,023 0 0 0 339,917 4.1% 4.5% Down
Hannover Ruck London Yes 0 0 0 294,160 0 0 0 0 294,160 3.6% 3.6% Up
MKL 3000 Lloyd's Yes 0 0 0 104,978 113,097 1,506 0 719 220,300 2.7% 2.7% Down
®»  Swiss Re (Canada) Canada Yes 0 0 0 0 193,466 15,364 6,309 3,229 218,369 2.7% 26% Up
®»  Swiss Re (Combined) Combined  Mix 0 0 0 0 193,466 15,364 6,309 3,229 218,369 2.7% 2.6% Up
MKM 2468 Lloyd's Yes 0 0 0 89,903 115,112 0 0 1,799 206,814 2.5% 2.6% Down
Transatlantic Reinsurance Company (Canada) Canada Yes 0 0 91,513 101,117 0 0 0 0 192,630 2.3% 4.6% Down
Transatlantic Reinsurance Company (Combined) Combined Mix 0 0 91,513 101,117 0 0 0 0 192,630 2.3% 4.6% Down
Arch Canada Yes 0 0 183,025 0 0 0 0 837 183,862 2.2% 22% Up
TOA Re. Canada Yes 0 0 68,634 55,155 0 0 0 0 123,789 1.5% 1.5% Up
PEM 4000 Lloyd's Yes 0 0 0 104,978 0 0 404 360 105,742 1.3% 1.3% Up
®»  CRC (Bermuda) Reinsurance Ltd. Bermuda No 0 0 57,195 45,962 0 0 0 0 103,158 1.3% 1.7% Down
AML 2001 Lloyd's Yes 0 0 0 49,272 32,325 0 207 0 81,804 1.0% 1.0% Down
SAM 727 Lloyd's Yes 0 0 50,332 0 0 0 0 0 50,332 0.6% 0.7% Down
HIS 33 Lloyd's Yes 0 0 0 0 45,223 3,797 1,156 0 50,176 0.6% 0.6% Up
ARK 4020 Lloyd's Yes 0 0 0 49,272 0 0 0 0 49,272 0.6% 0.6% Down
AGD 2526 Lloyd's Yes 0 0 26,310 0 0 1,506 0 360 28,176 0.3% 0.0% Up
» AWAC Bermuda No 0 0 0 0 0 0 16,150 0 16,150 0.2% 0.1% Up
®»  BRT 2987 Lloyd's Yes 0 0 0 0 0 11,418 0 1,928 13,346 0.2% 0.1% Up
LIB 4472 Lloyd's Yes 0 0 0 0 0 1,506 1,009 215 2,730 0.0% 0.0% Up
FDY 435 Lloyd's Yes 0 0 0 0 0 1,809 0 360 2,169 0.0% 0.0% Up
GCAN Canada Yes 0 0 0 0 0 0 0 2,153 2,153 0.0% 0.0% Up
SJC 2003 Lloyd's Yes 0 0 0 0 0 1,506 0 0 1,506 0.0% 0.0% Up
Total Current Liabilities 282,931 2,903,808 2,287,815 1,838,497 806,110 43,898 25,235 11,960 8,200,254
Proportional Reinsurance:
London 0 0 629,149 827,324 366,780 24,144 2,776 5,741 1,855,913  22.6% 23.3% Down
Canada 0 1] 457,563 413,662 278,108 19,754 6,309 6,219 1,181,615 14.4% 14.8% Down
Bermuda 0 0 57,195 45,962 0 0 16,150 0 119,308 1.5% 1.8% Down
Total 0 0 1,143,908 1,286,948 644,888 43,898 25,235 11,960 3,156,836 38.5% 39.9% Down
CLLAS Proportional Retention 282,931 2,903,808 1,143,908 551,549 161,222 0 0 0 5,043,418 61.5% 60.1% Up
®»  Colchester Aggregate 882,598 10.8% 9.0% Up

CLLAS Net Retention 4,160,820 50.7% 51.1% Down



CLLAS Reinsurance Appendix F
Reinsurers by % of Single Claim Exposure
CURRENT YEAR (2010/2011) LAYERS
$.975MM  $4MM $7.5MM  $12.5MM  $10MM  $30/60MM  $20MM  $10-30MM Prev. Year
XS Xs Xs Xs XS Xs Xs Xs Percent  Percent Move-
Watch Name Jurisdiction Reg'd? $.025MM $S1IMM $S5MM $12.5MM  $25MM $50MM $140MM  $160MM TOTAL of Total  of Total ment?
®»  Underwriters at Lloyd's London Yes 0 0 1,590,000 2,708,750 3,793,000 16,500,000 2,200,000 19,200,000 45,991,750 36.8% 36.7% Up
®»  Swiss Re (Canada) Canada Yes 0 0 0 0 2,400,000 10,500,000 5,000,000 10,800,000 28,700,000 23.0% 22.2% Up
=  Swiss Re (Combined) Combined  Mix 0 0 0 0 2,400,000 10,500,000 5,000,000 10,800,000 28,700,000 23.0% 22.2% Up
®»  BRT 2987 Lloyd's Yes 0 0 0 0 0 7,803,000 0 6,448,000 14,251,000 11.4% 11.1% Up
» AWAC Bermuda No 0 0 0 0 0 0 12,800,000 0 12,800,000 10.2% 11.1% Down
MKM 2468 Lloyd's Yes 0 0 0 611,250 1,428,000 0 0 6,016,000 8,055,250 6.4% 7.0% Down
GCAN Canada Yes 0 0 0 0 0 0 0 7,200,000 7,200,000 5.8% 6.5% Down
Scor Re. Canada Yes 0 0 375,000 1,750,000 1,050,000 3,000,000 0 0 6,175,000 4.9% 4.7% Up
MKL 3000 Lloyd's Yes 0 0 0 713,750 1,403,000 1,029,000 0 2,404,000 5,549,750 4.4% 4.7%  Down
HIS 33 Lloyd's Yes 0 0 0 0 561,000 2,595,000 916,000 0 4,072,000 3.3% 3.6% Down
Arch Canada Yes 0 0 600,000 0 0 0 0 2,800,000 3,400,000 2.7% 0.5% Up
LIB 4472 Lloyd's Yes 0 0 0 0 0 1,029,000 800,000 720,000 2,549,000 2.0% 2.7% Down
FDY 435 Lloyd's Yes 0 0 0 0 0 1,236,000 0 1,204,000 2,440,000 2.0% 2.1% Down
AGD 2526 Lloyd's Yes 0 0 86,250 0 0 1,029,000 0 1,204,000 2,319,250 1.9% 0.0% Up
PEM 4000 Lloyd's Yes 0 0 0 713,750 0 0 320,000 1,204,000 2,237,750 1.8% 0.9% Up
Aspen Re London Yes 0 0 472,500 916,250 757,000 0 0 0 2,145,750 1.7% 2.0% Down
AFB 623/2623 Lloyd's Yes 0 0 1,338,750 0 0 750,000 0 0 2,088,750 1.7% 23% Down
Hannover Ruck London Yes 0 0 0 2,000,000 0 0 0 0 2,000,000 1.6% 1.8% Down
SJC 2003 Lloyd's Yes 0 0 0 0 0 1,029,000 0 0 1,029,000 0.8% 1.0% Down
Transatlantic Reinsurance Company (Canada) Canada Yes 0 0 300,000 687,500 0 0 0 0 987,500 0.8% 1.7% Down
Transatlantic Reinsurance Company (Combined) = Combined  Mix 0 0 300,000 687,500 0 0 0 0 987,500 0.8% 1.7% Down
AML 2001 Lloyd's Yes 0 0 0 335,000 401,000 0 164,000 0 900,000 0.7% 0.8% Down
TOA Re. Canada Yes 0 0 225,000 375,000 0 0 0 0 600,000 0.5% 0.5% Down
®»  CRC (Bermuda) Reinsurance Ltd. Bermuda No 0 0 187,500 312,500 0 0 0 0 500,000 0.4% 0.6% Down
ARK 4020 Lloyd's Yes 0 0 0 335,000 0 0 0 0 335,000 0.3% 0.3% Down
SAM 727 Lloyd's Yes 0 0 165,000 0 0 0 0 0 165,000 0.1% 0.2%  Down
Maximum Exposure Any One Claim 975,000 4,000,000 7,500,000 12,500,000 10,000,000 30,000,000 20,000,000 40,000,000 124,975,000
Proportional Reinsurance:
London 1] 0 2,062,500 5,625,000 4,550,000 16,500,000 2,200,000 19,200,000 50,137,500 40.1% 40.4% Down
Canada 0 0 1,500,000 2,812,500 3,450,000 13,500,000 5,000,000 20,800,000 47,062,500 37.7% 36.2% Up
Bermuda 0 0 187,500 312,500 0 0 12,800,000 1] 13,300,000 10.6% 11.8% Down
Total 0 0 3,750,000 8,750,000 8,000,000 30,000,000 20,000,000 40,000,000 110,500,000 88.4% 88.4% Up
CLLAS Proportional Retention 975,000 4,000,000 3,750,000 3,750,000 2,000,000 1] 1] 1] 14,475,000 11.6% 11.6% Down
®»  Colchester Aggregate 0 0.0% 0.0% Zero
CLLAS Net Retention 14,475,000 11.6% 11.6% Down



CLLAS Reinsurance Appendix G
Reinsurers by % of Single Claim Exposure
CURRENT YEAR (2010/2011) LAYERS
$.975MM $4AMM $7.5MM $12.5MM $10MM $15MM $10MM $5MM $15MM $20MM $20MM $10MM $5MM $5MM $30/60MM  $20MM $10-30MM Prev. Year
Xs Xs Xs Xs Xs Xs Xs Xs Xs Xs Xs Xs Xs Xs Xs Xs Xs US$30MM* Percent  Percent Move-
Watch Name Jurisdiction Reg'd? $.025MM $1MM $5MM $12.5MM $25MM $35MM $50MM $60MM $65MM $80MM $100MM $120MM $130MM $135MM $50MM $140MM $160MM  ($31.5MM) TOTAL of Total of Total ment?
®  Underwriters at Lloyd's London Yes 0 0 1,590,000 2,708,750 3,793,000 0 0 0 0 0 0 0 0 0 16,500,000 2,200,000 19,200,000 0 45,991,750 17.6% 16.8% Up
®»  Swiss Re (Canada) Canada Yes 0 0 0 0 2,400,000 0 0 0 0 0 0 0 0 0 10,500,000 5,000,000 10,800,000 0 28,700,000 11.0% 10.1% Up
»  Swiss Re (Combined) Combined  Mix 0 0 0 0 2,400,000 0 0 0 0 0 0 0 0 0 10,500,000 5,000,000 10,800,000 0 28,700,000 11.0% 10.1% Up
Travelers Guarantee Company of Canada (PF) Canada Yes 0 0 0 0 0 0 10,000,000 0 0 0 0 10,000,000 0 0 0 0 0 0 20,000,000 7.6% 8.0% Down
Lexington Insurance Company (PF)** us No 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 18,900,000 18,900,000 7.2% 7.5%  Down
Liberty Combined  Yes 0 0 0 0 0 9,900,000 0 0 0 5,000,000 0 0 0 0 1,029,000 800,000 720,000 0 17,449,000 6.7% 7.2%  Down
GCAN Combined  Yes 0 0 0 0 0 0 0 5,000,000 0 0 0 0 0 5,000,000 0 0 7,200,000 0 17,200,000 6.6% 7.0% Down
ACE INA Insurance (PF) Canada Yes 0 0 0 0 0 5,100,000 0 0 0 0 10,000,000 0 0 0 0 0 0 0 15,100,000 5.8% 6.0% Down
Chartis Insurance Company of Canada (PF) Canada Yes 0 0 0 0 0 0 0 0 15,000,000 0 0 0 0 0 0 0 0 0 15,000,000 5.7% 6.0% Down
Chubb Insurance Company (PF) Canada Yes 0 0 0 0 0 0 0 0 0 15,000,000 0 0 0 0 0 0 0 0 15,000,000 5.7% 6.0% Down
Liberty International Canada (PF) Canada Yes 0 0 0 0 0 9,900,000 0 0 0 5,000,000 0 0 0 0 0 0 0 0 14,900,000 5.7% 5.9% Down
»  BRT 2987 Lloyd's Yes 0 0 0 0 0 0 0 0 0 0 0 0 0 0 7,803,000 0 6,448,000 0 14,251,000 5.5% 5.1% Up
» AWAC Bermuda No 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 12,800,000 0 0 12,800,000 4.9% 5.1% Down
Interstate Fire & Casualty Insurance Co. (PF)** us No 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 12,600,000 12,600,000 4.8% 5.0% Down
ENCON (PF) Canada Yes 0 0 0 0 0 0 0 0 0 0 10,000,000 0 0 0 0 0 0 0 10,000,000 3.8% 4.0% Down
GCAN Insurance Company (PF) Canada Yes 0 0 0 0 0 0 0 5,000,000 0 0 0 0 0 5,000,000 0 0 0 0 10,000,000 3.8% 4.0% Down
MKM 2468 Lloyd's Yes 0 0 0 611,250 1,428,000 0 0 0 0 0 0 0 0 0 0 0 6,016,000 0 8,055,250 3.1% 3.2% Down
GCAN Canada Yes 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 7,200,000 0 7,200,000 2.8% 7.0% Down
Scor Re. Canada Yes 0 0 375,000 1,750,000 1,050,000 0 0 0 0 0 0 0 0 0 3,000,000 0 0 0 6,175,000 2.4% 2.2% Up
MKL 3000 Lloyd's Yes 0 0 0 713,750 1,403,000 0 0 0 0 0 0 0 0 0 1,029,000 0 2,404,000 0 5,549,750 2.1% 2.1%  Down
Lombard Insurance Company (PF) Canada Yes 0 0 0 0 0 0 0 0 0 0 0 0 5,000,000 0 0 0 0 0 5,000,000 1.9% 2.0% Down
HIS 33 Lloyd's Yes 0 0 0 0 561,000 0 0 0 0 0 0 0 0 0 2,595,000 916,000 0 0 4,072,000 1.6% 1.6%  Down
Arch Canada Yes 0 0 600,000 0 0 0 0 0 0 0 0 0 0 0 0 0 2,800,000 0 3,400,000 1.3% 0.2% Up
LIB 4472 Lloyd's Yes 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1,029,000 800,000 720,000 0 2,549,000 1.0% 1.3% Down
FDY 435 Lloyd's Yes 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1,236,000 0 1,204,000 0 2,440,000 0.9% 1.0% Down
AGD 2526 Lloyd's Yes 0 0 86,250 0 0 0 0 0 0 0 0 0 0 0 1,029,000 0 1,204,000 0 2,319,250 0.9% 0.0% Up
PEM 4000 Lloyd's Yes 0 0 0 713,750 0 0 0 0 0 0 0 0 0 0 0 320,000 1,204,000 0 2,237,750 0.9% 0.4% Up
Aspen Re London Yes 0 0 472,500 916,250 757,000 0 0 0 0 0 0 0 0 0 0 0 0 0 2,145,750 0.8% 0.9% Down
AFB 623/2623 Lloyd's Yes 0 0 1,338,750 0 0 0 0 0 0 0 0 0 0 0 750,000 0 0 0 2,088,750 0.8% 1.1% Down
Hannover Ruck London Yes 0 0 0 2,000,000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 2,000,000 0.8% 0.8%  Down
SJC 2003 Lloyd's Yes 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1,029,000 0 0 0 1,029,000 0.4% 0.5% Down
Transatlantic Reinsurance Company (Canada) Canada Yes 0 0 300,000 687,500 0 0 0 0 0 0 0 0 0 0 0 0 0 0 987,500 0.4% 0.8% Down
Transatlantic Reinsurance Company (Combined)  Combined  Mix 0 0 300,000 687,500 0 0 0 0 0 0 0 0 0 0 0 0 0 0 987,500 0.4% 0.8% Down
AML 2001 Lloyd's Yes 0 0 0 335,000 401,000 0 0 0 0 0 0 0 0 0 0 164,000 0 0 900,000 0.3% 0.4%  Down
TOA Re. Canada Yes 0 0 225,000 375,000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 600,000 0.2% 0.2% Down
®  CRC (Bermuda) Reinsurance Ltd. Bermuda No 0 0 187,500 312,500 0 0 0 0 0 0 0 0 0 0 0 0 0 0 500,000 0.2% 0.3%  Down
ARK 4020 Lloyd's Yes 0 0 0 335,000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 335,000 0.1% 0.1% Down
SAM 727 Lloyd's Yes 0 0 165,000 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 165,000 0.1% 0.1%  Down
Maximum Exposure Any One Claim 975,000 4,000,000 7,500,000 12,500,000 10,000,000 15,000,000 10,000,000 5,000,000 15,000,000 20,000,000 20,000,000 10,000,000 5,000,000 5,000,000 30,000,000 20,000,000 40,000,000 31,500,000 261,475,000
Proportional Reinsurance:
London 0 0 2,062,500 5,625,000 4,550,000 0 0 0 0 0 0 0 0 0 16,500,000 2,200,000 19,200,000 0 50,137,500 19.2% 18.5% Up
Canada 0 0 1,500,000 2,812,500 3,450,000 15,000,000 10,000,000 5,000,000 15,000,000 20,000,000 20,000,000 10,000,000 5,000,000 5,000,000 13,500,000 5,000,000 20,800,000 0 152,062,500 58.2% 58.3% Down
us 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 31,500,000 31,500,000 12.0% 12.5% Down
Bermuda 0 0 187,500 312,500 0 0 0 0 0 0 0 0 0 0 0 12,800,000 0 0 13,300,000 5.1% 5.4% Down
Total 0 0 3,750,000 8,750,000 8,000,000 15,000,000 10,000,000 5,000,000 15,000,000 20,000,000 20,000,000 10,000,000 5,000,000 5,000,000 30,000,000 20,000,000 40,000,000 31,500,000 247,000,000  94.5% 94.7%  Down
CLLAS Proportional Retention 975,000 4,000,000 3,750,000 3,750,000 2,000,000 0 0 0 0 0 0 0 0 0 0 0 0 0 14,475,000 5.5% 5.3% Up
®»  Colchester Aggregate 0 0.0% 0.0% Zero
CLLAS Net Retention 14,475,000 5.5% 5.3% Up
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Best's Credit Rating and Report Updates for
ALLIED WORLD ASSURANCE COMPANY, LTD

Best's Rating of A (Excellent)
Financial Size Category of XV ($2 Billion or greater)

Rating Category (Excellent): Assigned to companies that have, in our opinion, an excellent ability to meet
their ongoing insurance obligations. A.M. Best assigns each letter rated (A++ through D) insurance company a
Financial Size Category (FSC), which is designed to provide a convenient indicator of the size of a company
based on reported policyholders' surplus and conditional or reserve funds.

The objective of Best's Credit rating system is to provide an opinion of an insurer's financial strength and
ability to meet ongoing obligations to policyholders. Our opinions are derived from the evaluation ofa
company's balance sheet strength, operating performance and business profile as compared to Best's
quantitative and qualitative standards. View our Best's Credit Rating Methodology for more information.

While Best's Credit Ratings reflect our opinion of a company's financial strength and ability to meet its
ongoing obligations to policyholders, they are not a warranty, nor are they a recommendation of a specific
policy form, contract, rate or claim practice. View our entire notice for complete details.

The rating symbols "A++", "A+", "A", "A-", "B++", and "B+" are registered certification marks of the A.M. Best
Company, Inc.

Note: The above information reflects the most recent Best's Credit Rating for this company, which may have been released subsequent to the
creation of the following AMB Credit Report - Insurance Professional.

AMB Credit Report - Insurance Professional provides detailed business overview, extensive financial data
and analytical commentary, product and geographic information, company history, as well as the rationale
supporting the financial strength rating assigned by A.M. Best. These reports are updated on a regular basis
based on input and analysis performed throughout the year.

Report Revision Date - 09/07/2010 "

The Report Revision Date * represents the last significant material change made to this report. Other non-
material changes may have been made to this report subsequent to this date, but are not reflected in the
report revision date. The AMB Credit Report - Insurance Professional below was created based on the
following dates.

Rating and Commentary ' Financial 2 General Information 3
Best's Credit Rating: 08/24/2010 Time Period: Annual - 2009 Corporate Structure: 03/27/2009
Rating Rationale: 08/24/2010 Last Updated: 09/02/2010 States Licensed: N/A
. . : Officers and Directors:
Report Commentary: 09/07/2010 | Status: Quality Cross Checked 07/07/2010

*Note: The Rating and Commentary1 date outlines the most recent updates to the Company's Rating, Rationale, and Report Commentary for
key rating and business changes. Report commentary may include significant changes to Business Review, Financial Performance/Earnings,

Capitalization, Investment/Liquidity, or Reinsurance sections of the report. The Financial 2 gate reflects the current status of the financial tables
found within the body of the Report, including whether the data was loaded as received or had been run through our quality control cross-check

process. The General Information 3 date covers key areas that may have changed such as corporate structure, states licensed or officers and
directors.

http://www?3.ambest.com/ratings/reportserver.asp?x=1&report=084808 &altsrc=24 &refstr= 1/7/2011
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AMB Credit Report - Insurance Professional for
ALLIED WORLD ASSURANCE COMPANY, LTD

Non-Life Reinsurer
Ultimate Parent: Allied World Assurance Co Holdings, Ltd

Bermuda Commercial Bank Building, 27 Richmond Road, Pembroke HM 08, Bermuda
Web: www.awac.com

Tel: 441-278-5400 Fax: 441-296-3428
AMB#: 084808 ATIN#: AA-3194128
Ultimate Parent#: 051237

Report Revision Date: 09/07/2010

BEST'S FINANCIAL STRENGTH RATING

Based on our opinion of the company's Financial Strength, it is assigned a Best's Financial Strength
Rating of A (Excellent). The company's Financial Size Category is Class XV.

RATING RATIONALE

Rating Rationale: The rating of Allied World Assurance Company (Allied World) also applies to
the following strategic affiliates: Allied World Assurance Company (Europe), Allied World
Assurance Company (Re), Allied World Assurance Company (US), Allied World National
Assurance Company, Allied World Reinsurance Company, Darwin National Assurance Company
and Darwin Select Insurance Company.

Allied World is a diversified property/casualty insurer/reinsurer with significant geographic reach.
The rating affirmations reflect the company's excellent capitalization, experienced management team
and historically strong operating performance. During the last couple of years, Allied World has
strategically expanded its presence in select regions and has been able to acquire teams of
underwriters to deepen its talent base. The breadth of Allied World's operations has been enhanced
while the company has delivered strong results.

Partially offsetting these positive ratings factors is Allied World's casualty orientation, when pricing
for this class of business is particularly soft at this stage of the market cycle. Many of Allied World's
peers have chosen to modify their business mix toward shorter-tail property business. However,
Allied World has chosen a targeted business strategy, while taking steps to hone its cycle
management capability. While Allied World has a prudent reserving philosophy and has been able to
recognize substantial favorable loss reserve development for several years, it is difficult to assess the
quality and price adequacy of the current business being written. As a result, there is greater
uncertainty with regard to the company's ability to sustain its historically excellent level of
underwriting and overall profitability. If Allied World can sustain its historical results going forward,
it will demonstrate that it has built a business model that is well established to withstand varying

market conditions.

Best's Financial Strength Rating: A Outlook: Stable

htto://www3.ambest.com/ratings/reportserver.asp?x=1&report=084808 &altsrc=24 &refstr= 1/7/2011
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FIVE YEAR RATING HISTORY

Best's
Date FSR
08/24/10 A
07/15/09 A
10/24/08 A
10/22/07 A
07/24/06 A

01/09/06 Au
09/30/05 A+u

BUSINESS REVIEW

As a Bermuda-based company, Allied World Assurance Company, Ltd. (Allied World), has
established itself as a Bermuda-based specialty insurance and reinsurance company that underwrites
a diversified portfolio of property and casualty insurance and reinsurance lines of business. The
company writes direct property and casualty insurance as well as reinsurance through operations in
Bermuda, the United States, Ireland, Switzerland, the United Kingdom, Hong Kong and Singapore.

During 2009, the company's management reporting structure was realigned due to organizational
changes and the growth of the company's direct specialty insurance operations in the United States,
including its October 2008 acquisition of Darwin Professional Underwriters, Inc. (Darwin). As a
result, management monitors the performance of its direct underwriting operations based on the
geographic location of the company's offices, the markets and customers served and the type of
accounts written. The company's three operating segments are U.S. Insurance, International
Insurance and Reinsurance.

The U.S. Insurance segment includes the company's direct specialty insurance operations in the
United States. This segment provides both direct property and specialty casualty insurance to non-
Fortune 1000 North American-domiciled accounts. The company operates in the excess and surplus
lines and admitted segments of the U.S. market and concentrates primarily on direct casualty and
property insurance, with a particular emphasis on professional liability, healthcare, excess casualty
risks and commercial property insurance. The company has established regional offices in Atlanta,
Boston, Chicago, Costa Mesa (CA), Dallas, Farmington (CT), Los Angeles, New York City and San
Francisco.

The International Insurance segment includes the company's direct insurance operations in Bermuda,
Europe, Hong Kong and Singapore. This segment provides both direct property and casualty
insurance primarily to Fortune 1000 North American-domiciled accounts and mid-sized to large non-
North American-domiciled accounts. In June 2010, the company announced the formation of
syndicate 2232 at Lloyd's of London. The syndicate will be managed by Capita Managing Agency
Limited, a subsidiary of The Capita Group PLC, which is authorized by the Financial Services
Authority in the United Kingdom. The syndicate will offer select product lines, which include
international property, general casualty, professional lines and international treaty, targeted at key
territories such as countries in Latin America and the Asia-Pacific region.

The Reinsurance segment includes the company's operations in the United States, Bermuda, Europe
and Singapore. The company currently writes reinsurance on both a treaty and a facultative basis,

http://www?3.ambest.com/ratings/reportserver.asp?x=1&report=084808 &altsrc=24 &refstr= 1/7/2011
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targeting several niche reinsurance markets. The company's U.S. operations operate out of New York
City and focus on general casualty, professional liability and some property per risk coverages. The
company's Bermuda operation focuses on property catastrophe, property treaty and specialty casualty
coverages. During 2008, the company opened an office in Zug, Switzerland, that offers property,
general casualty and professional liability products throughout Europe.

Responsibility and accountability for the results of underwriting operations are assigned by major
line of business within each segment.

The company markets its insurance and reinsurance products worldwide through selected third-party
intermediaries. In the United States, direct insurance policies are written through various
intermediaries, including excess and surplus lines wholesalers and regional and national retail
brokerage firms. In the United States, reinsurance is placed through a small group of nationally
known reinsurance brokers. The distribution network for healthcare and professional liability
products grew with the acquisition of Darwin and now encompasses more than 150 retail and
wholesale firms that have arrangements with Darwin. A number of those brokers also produce
policies through Darwin's proprietary i-bind® platform for quoting and binding via the Internet.

Regulatory & Accounting Environment: Insurance companies in Bermuda are regulated by the
Insurance Division of the Bermuda Monetary Authority. In Bermuda, there are no taxes on profits,
income, dividends or capital gains. There is only a licensing fee which is dependent upon the level of
authorized capital. Exempted companies are able to enter an agreement with the government
whereby any such taxes imposed in the future would not be applicable until March 28, 2016. Allied
World has entered into such an agreement with the Bermudian government.

The Insurance Act provides that the statutory assets of an insurer must exceed its statutory liabilities
by an amount greater than the prescribed minimum solvency margin, which for a Class 4 insurer
such as Allied World is the greatest of $100 million, 50% of net premiums written or 15% of loss and
loss expense provisions and other insurance reserves.

FINANCIAL PERFORMANCE

Overall financial performance has been consistently strong since its inception in 2001, with the
exception of 2005 where results were negatively impacted by a number of major catastrophes
including Hurricane Katrina. Performance in recent years can be partially attributed to some
relatively benign catastrophe seasons as well as strong underwriting results that have been aided by
significant favorable loss reserve development. Over the recent five-year period the company's
reported combined ratio has been amongst the top of its peer group. The company has generated an
average return on equity in the mid-teens over the recent five-year period as well. Operating leverage
measures have had a conservative trend. Going forward though, A.M. Best anticipates that the
company will not experience the same level of favorable loss reserve development. As the casualty
market continues to soften and reserve releases wane, the company's operating results could be

dampened.
Underwriting results have historically benefited from a low level of management expenses due to the
company's initial strategy of operating with a relatively small staff from a Bermuda base. Expenses

have grown in recent years and are more or less in line with its peers as the company expanded its
infrastructure and increased staff throughout its global underwriting operations.

The company follows a conservative investment strategy specifically focused on preserving the value
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of invested assets and providing sufficient liquidity to pay claims promptly. The consolidated
investment portfolio is comprised of US and government agency bonds, mortgage-backed securities,
high grade corporate debt securities and non-US government agency bonds, asset-backed securities,
non-U.S. sovereign bonds, hedge funds, and cash. Allied World's subprime exposure is minimal and
not a cause for concern for A.M. Best. In 2008, the company did sustain significant realized
investment losses as a result of the turmoil in the financial markets, but on a relative basis Allied
World was one of just a few companies in its peer group to increase it shareholders' equity year over
year.

Allied World holds some investments in hedge funds. The funds' objectives are generally to seek
attractive long-term returns with lower volatility by investing in a range of diversified investment
strategies. Allied World's investment strategy allows the use of derivatives, subject to strict control.
Derivative instruments may be used to manage yields and duration as well as foreign currency
management and hedging. High standards are imposed for the credit quality of counterparties in all
derivative transactions including carrying investment grade ratings and maintaining a recognized
standing in the financial markets. Investment advisory and management services are provided to the
company through agreements with Goldman Sachs Asset Management and two other investment
managers.

Overall, A.M. Best continues to be encouraged by the company's operating trends, market acceptance
and successful recruitment. In recent years, Allied World has expanded the breadth of its operations
while delivering strong operating performance.

CAPITALIZATION

Based on Best's Capital Adequacy Ratio (BCAR), Allied World maintains excellent capitalization for
its current rating level. At June 2010, the company's shareholders' equity was $3.5 billion. In July
2006, the company issued $500 million in senior notes. At the end of 2007, the company filed a
universal shelf registration with the SEC which provides the company with additional financial
flexibility.

Since 2006, shareholders' equity has continued to grow impressively year over year. In May 2010,
the company announced that its board of directors had authorized the company to repurchase up to
$500 million in the company's common shares through a share repurchase program. This plan is
effective through May 3, 2012. In August 2010, the company repurchased $250 million of its
common stock from affiliates of The Goldman Sachs Group, Inc., which were founders of Allied
World. In 2007, the company purchased $563.4 million of common shares from American
International Group, Inc., also one of the company's founding shareholders.

LIQUIDITY

Overall Liquidity: Generally, Allied World has provided solid operating cash flows since inception
due to both its casualty orientation and its strong underwriting performance. The company maintains
a conservative investment strategy specifically focused on preserving the value of invested assets and
providing sufficient liquidity to pay claims promptly. The investment portfolio is comprised of high
quality corporate and government bonds along with mortgage- and asset-backed securities. The
average duration of the portfolio is approximately three and one half years, in line with the
company's casualty/property coverage profile. With a modest commitment for debt service at the
holding company level, the company retains adequate levels of cash to meet forecasted requirements.

http://www3.ambest.com/ratings/reportserver.asp?x=1 &report=084808&altsrc=24 &refstr= 1/7/2011




AMB Credit Report - Insurance Professional - ALLIED WORLD AS SURANCE COMP...

Source of Information: Audited Financial Statement

Summarized Accounts as of December 31, 2009

Cash and equivalents

Long term fixed maturity investments

Equity investments

Other investments
Trading account securities
Securities for resale

Invested assets

Receivables
Reinsurance recoverable
Intangibles

Other assets

Total assets

Property / Casualty reserves
Unearned premium reserves

Total policy reserves
Other liabilities

Total liabilities

Equity - common stock
Paid-in capital

Accumulated other comprehensive income

Retained earnings

Total equity

Total liabilities & equity

httn:/wrww3 amhest. com/ratings/renortserver.asn?x=1&report=084808 &altsrc=24 &refstr=

ASSETS
12/31/2009 12/31/2009
USD(000) % of total
325,490 34
6,971,394 726
144
184,725 19
7,156,263 745
504,521 53
919,991 9.6
416,556 43
282,668 2.9
9,605,489 100.0
LIABILITIES & SURPLUS
12/31/2009 12/31/2009
USD(000) % of total
4,761,772 49.6
928,619 9.7
5,690,391 59.2
234,540 24
5,924,931 617
1,000 0.0
1,950,123 20.3
149,849 1.6
1,579.586 16.4
3,680,558 383
9,605,489 100.0
STATEMENT OF INCOME
12/31/2009
USD(000)

Page 6 of 10

12/31/2008
USD(000)
409,171

6,032,029
21,329
55,199
48,573

171,026

6,328,156

410,983
888,314
426,123
270,792

8,733,539

12/31/2008
USD(000)
4,576,828

930,358

5,507,186

339,354

5,846,540

1,000
1,915,616
105,632
864,751

2,886,999

8,733,539

12/31/2008
USD(000)
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Direct premiums written
Reins assumed

Gross premiums written
Reins ceded

Net premiums written
Change in unearned premiums

Net premiums earned

Net investment income
Net realized gains/(losses)
Other revenue
Non-operating revenue

Total revenue

Benefits & reserves
Operating expenses
Non-operating expenses
Total benefits & expenses
Earnings before interest & taxes (EBIT)
Pre-tax income/(loss) from continuing operations

Total taxes

Net income/(loss) before minority interest

Net income/(loss) from continuing operations

Net income/(loss)

STATEMENT OF CHANGES IN EQUITY

Common shares, beginning balance

Common shares, ending balance

Paid-in capital - Beg bal
Paid-in capital - Exercise of stock options
Paid-in capital - Equity units

Paid-in capital - End bal

AOCI - beginning balance
AOCI - change in unrealized gains/losses on investments

http://www3.ambest.com/ratings/reportserver.asp?x=1&report=084808 &altsrc=24 &refstr=

1,230,770
465,575

1,696,345

375,220

1,321,125

4,233

1,316,892

300,378
76,775
1,506

1,695,551

604,060
401,112
748

1,005,920

689,631

689,631

36,644

652,987

652,987

652,987

12/31/2009
USD(000)
1,000

1,000

1,915,616
34,507

1,950,123

-31,216
181,065
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1,015,444
430,140

1,445,584

338,356

1,107,228

-9,677

1,116,905

307,031
-272,851
746
1,421

1,153,252

641,122
291,920

933,042

220,210

220,210

-7,633

227,843

227,843

227,843

12/31/2008
USD(000)
1,000

1,000

1,829,622
25,994
60,000

1,915,616

109,952
-4,320
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AOCI - ending balance 149,849 105,632
Retained earnings, beginning balance 1,001,599 796,908
Retained earnings, net income 652,987 227,843
Retained eamings, common dividends 75,000 160,000

Retained earnings, ending balance 1,579,586 864,751
Total shareholder equity 3,680,558 2,886,999

STATEMENT OF CASH FLOWS

12/31/2009 12/31/2008

USD(000) USD(000)

Net cash provided/(used) in operating activities 713,027 697,477
Net cash provided/(used) in investment activities -582,596 -443,136
Net cash provided/(used) in financing activities -252,010 -70,231
Effect of exchange rates on cash 774 -2,869
Total increase (decrease) in cash -120,805 181,241
Cash, beginning balance 358,732 177,491
Cash, ending balance 237,927 358,732

HISTORY

Allied World was incorporated in Bermuda on November 13, 2001, and is a wholly owned
subsidiary of Allied World Assurance Company Holdings, Ltd. Allied World began operations on
November 21, 2001, as a registered Class 4 Bermuda insurance and reinsurance company and is
subject to regulation and supervision in Bermuda under the Insurance Act of 1978 of Bermuda and

its related regulations.

MANAGEMENT

Officers: Chief Operating Officer, David A. Bell; President Director, Frank N. D'Orazio (Bermuda
& International Insurance); Executive Vice President and Chief Financial Officer, Joan H. Dillard;
Executive Vice President, Secretary and General Counsel, Wesley D. Dupont; Executive Vice
President and Actuary, Marshall Grossack; Executive Vice President, Thomas McKevitt (Bermuda
Reinsurance); Senior Vice President and Chief Administrative Officer, William D. Mello; Senior
Vice President and Treasurer, Marchelle Lewis; Senior Vice President and Actuary, Marshall

Grossack (Corporate).

Directors: Barbara Alexander, Scott Carmilani, Patrick de Saint-Aignan, James Duffy, Bart
Friedman, Scott Hunter, Mark Patterson, Samuel Weinhoff.

REINSURANCE

http://www?3.ambest.com/ratings/reportserver.asp?x=1&report=084808 &altsrc=24 &refstr= 1/7/2011
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Allied World provides reinsurance agreements with its operating affiliates. Under these agreements,
the group's affiliates generally cede between 70% and 85% of their business to Allied World on a
quota share basis. The Darwin group, which was acquired in October 2008, is also party to a
reinsurance agreement with Allied World. The agreements apply to all lines of business written by
the affiliates and remain in force until terminated with proper notification.

BALANCE SHEET ITEMS

USD USD USD USD USD

(000) (000) (000) (000) (000)

2009 2008 2007 2006 2005

Invested assets 7,156,263 6,328,156 6,176,528 5,451,708 4,816,083
Total assets 9,605,489 8,733,539 7,885,372 6,849,554 6,043,006
Total liabilities 5,924,931 5,846,540 5,147,890 4,407,067 4,310,938
Total equity 3,680,558 2,886,999 2,737,482 2,442,487 1,732,068
Total capital 3,680,558 2,886,999 2,737,482 2,442,487 1,732,068

INCOME STATEMENT ITEMS

USD USD USD USD USD

(000) (000) (000) (000) (000)

2009 2008 2007 2006 2005

Gross premiums written 1,696,345 1,445,584 1,505,509 1,460,701 1,379,539
Net premiums written 1,321,125 1,107,228 1,153,110 1,245,107 1,155,922
Net investment income 300,378 307,031 294,428 227,151 166,274
Net realized gains/(losses) 76,775 -272,851 -7,617 -30,335 -13,460
Net income/(loss) 652,987 227,843 508,703 473,952 -122,484

LIQUIDITY RATIOS (%)

2009 2008 2007 2006 2005

Total investments to total reserves 131.5 122.3 135.8 144.1 132.3
Liquid assets to total liabilities 123.2 110.5 115.6 118.6 98.7
Total investments to total liabilities 126.3 115.2 124.8 131.5 116.2
Bonds to total reserves 122.5 109.5 120.6 1215 107.3

PROFITABILITY RATIOS (%)

2009 2008 2007 2006 2005

Loss ratio 459 574 58.8 584 106.9
Expense ratio 30.5 26.1 22.0 18.4 16.6
Combined ratio 76.3 83.5 80.9 76.8 123.5
Investment income ratio 22.8 27.5 254 19.0 14.2
Return on assets 7.1 2.7 6.9 7.4 -2.3
Return on revenues 49.6 204 439 39.6 -10.5
Return on equity 19.9 8.1 19.6 22.7 -6.7

LEVERAGE & DEBT RATIOS (%)

2009 2008 2007 2006 2005

Net premiums written to equity 35.9 384 42.1 51.0 66.7
Cash and equivalents to total assets 34 4.7 3.1 5.0 32
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A Best's Financial Strength Rating opinion addresses the relative ability of an insurer to meet its ongoing
insurance obligations. The ratings are not assigned to specific insurance policies or contracts and do not
address any other risk, including, but not limited to, an insurer's claims-payment policies or procedures; the
ability of the insurer to dispute or deny claims payment on grounds of misrepresentation or fraud; or any
specific liability contractually borne by the policy or contract holder. A Best's Financial Strength Rating is not a
recommendation to purchase, hold or terminate any insurance policy, contract or any other financial obligation
issued by an insurer, nor do they address the suitability of any particular policy or contract for a specific

purpose or purchaser.
A Best's Debt/Issuer Credit Rating is an opinion regarding the relative future credit risk of an entity, a credit
commitment or a debt or debt-like security.

Credit risk is the risk that an entity may not meet its contractual, financial obligations as they come due. These
credit ratings do not address any other risk, including but not limited to liquidity risk, market value risk or price
volatility of rated securities. The rating is not a recommendation to buy, sell or hold any securities, insurance
policies, contracts or any other financial obligations, nor do they address the suitability of any particular

financial obligation for a specific purpose or purchaser.

In arriving at a rating decision, A.M. Best relies on third-party audited financial data and/or other information
provided to it. While this information is believed to be reliable, A.M. Best does not independently verify the
accuracy or reliability of the information. Any and all ratings, opinions and information contained herein are
provided "as is," without any express or implied warranty.

Visit www.ambest.com/ratings/notice for additional information or www.ambest.com/terms.html for details on

the Terms of Use.

Copyright © 2010 A.M. Best Company, Inc. All rights reserved.

No part of this report may be reproduced, distributed, or stored in a database or retrieval system, or
transmitted in any form or by any means without the prior written permission of the A.M. Best Company. While
the data in this report was obtained from sources believed to be reliable, its accuracy is not guaranteed.

AMB Credit Report - Insurance Professional BCR09232010
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Best's Credit Rating and Report Updates for
BRIT INSURANCE LIMITED

Best's Rating of A u (Excellent)
Financial Size Category of X ($500 Million to $750 Million)

Rating Cateqory (Excellent): Assigned to companies that have, in our opinion, an excellent ability to meet
their ongoing insurance obligations. A.M. Best assigns each letter rated (A++ through D) insurance company a
Financial Size Category (FSC), which is designed to provide a convenient indicator of the size of a company
based on reported policyholders' surplus and conditional or reserve funds.

The objective of Best's Credit rating system is to provide an opinion of an insurer's financial strength and
ability to meet ongoing obligations to policyholders. Our opinions are derived from the evaluation of a
company's balance sheet strength, operating performance and business profile as compared to Best's
quantitative and qualitative standards. View our Best's Credit Rating Methodology for more information.

While Best's Credit Ratings reflect our opinion of a company's financial strength and ability to meet its
ongoing obligations to policyholders, they are not a warranty, nor are they a recommendation of a specific
policy form, contract, rate or claim practice. View our entire notice for complete details.

The rating symbols "A++", "A+", "A", "A-", "B++", and "B+" are registered certification marks of the A.M. Best
Company, Inc.

Note: The above information reflects the most recent Best's Credit Rating for this company, which may have been released subsequent to the
creation of the following AMB Credit Report - Insurance Professional.

AMB Credit Report - Insurance Professional provides detailed business overview, extensive financial data
and analytical commentary, product and geographic information, company history, as well as the rationale
supporting the financial strength rating assigned by A.M. Best. These reports are updated on a regular basis
based on input and analysis performed throughout the year.

Report Revision Date - 10/26/2010 "

The Report Revision Date * represents the last significant material change made to this report. Other non-
material changes may have been made to this report subsequent to this date, but are not reflected in the
report revision date. The AMB Credit Report - Insurance Professional below was created based on the
following dates.

Rating and Commentary ' Financial 2 General Information 3
Best's Credit Rating: 10/26/2010 Time Period: Annual - 2009 Corporate Structure: N/A
Rating Rationale: 10/26/2010 Last Updated: 03/31/2010 States Licensed: N/A

. . ; Officers and Directors:
Report Commentary: 07/20/2010| Status: Quality Cross Checked 08/03/2010

*Note: The Rating and Commentary1 date outlines the most recent updates to the Company's Rating, Rationale, and Report Commentary for
key rating and business changes. Report commentary may include significant changes to Business Review, Financial Performance/Earnings,

Capitalization, Investment/Liquidity, or Reinsurance sections of the report. The Financial 2 date reflects the current status of the financial tables
found within the body of the Report, including whether the data was loaded as received or had been run through our quality control cross-check

process. The General Information 3 date covers key areas that may have changed such as corporate structure, states licensed or officers and
directors.
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AMB Credit Report - Insurance Professional for
BRIT INSURANCE LIMITED

Non-Life Business
Ultimate Parent: Brit Insurance Holdings N.V.

55 Bishopsgate, London EC2N 3AS, England
Web: www.britinsurance.com
Tel: 44-20-7984-8500 Fax: 44-20-7984-8501
AMB#: 086954 AIIN#: AA-1120242
Ultimate Parent#: 090821

Report Revision Date: 10/26/2010

BEST'S FINANCIAL STRENGTH RATING

Based on our opinion of the company's Financial Strength, it is assigned a Best's Financial Strength
Rating of A (Excellent). The company's Financial Size Category is Class X.

RATING RATIONALE

Under Review Rationale: The ratings of the Brit Insurance group companies have been placed
under review with negative implications following the announcement of a recommended cash offer
by Achilles Netherlands Holding B.V. (Achilles) to acquire the Brit Insurance group companies.
Achilles is a newly incorporated company formed on behalf of, and which will be majority owned
by, funds managed by Apollo Management VII, L.P. and funds advised by CVC Capital Partners

Limited.

The under review status reflects uncertainties surrounding the post-acquisition capital structure of
Brit Insurance Holdings N.V. (BIHNV). Additionally, A.M. Best believes that there is potential for
Achilles to establish a strategy of maintaining lower risk-adjusted capitalisation than previously

anticipated.

Rating Rationale: The rating of Brit Insurance Limited (BIL) reflects its strong risk-adjusted
capitalisation, positive prospective operating performance and good market profile.

Strong risk-adjusted capitalisation -- BIL's risk-adjusted capitalisation is expected to remain strong in
2010, supported by a rise in internal quota share business ceded to the Brit Insurance group's captive
reinsurer, Brit Insurance (Gibraltar) PCC Limited (BIG), which reduces BIL's net underwriting
exposure. A decline in shareholders' funds from the GBP 461 million reported in the previous year is
anticipated (subject to planned catastrophe activity in the second half of the year), reflecting lower
retained earnings. BIL's financial flexibility is enhanced by its parent, BIHNV, which maintains
strong consolidated risk-adjusted capitalisation and holds a GBP 175 million revolving credit facility

to support the group's operations.
Positive operating performance -- Earnings at BIL are expected to remain positive in the near term,

although largely supported by investment income from its conservative portfolio, comprising
predominantly cash and highly rated fixed income securities. In 2010, pre-tax profit is likely to be
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affected by exposure to major loss events in the first half of the year and a reduction in investment
earnings. Additionally, BIL's expense ratio is expected to increase, principally due to higher quota
share cessions to BIG, which will reduce net premium income. Results for the UK business unit are
likely to remain under pressure, owing to the effect of intense competitive conditions on already
weak pricing. Furthermore, the availability of prior-year reserve surpluses to support technical
performance is likely to diminish. Although BIL is taking positive actions to improve results, by
reducing exposure to risks affected by the economic downturn and non-renewing certain lines of
weaker performing business, A.M. Best does not expect the UK division to make a meaningful
contribution to BIL's profitability in the near term. In contrast, good performance is expected from
the London market and reinsurance business units (subject to normal catastrophe experience for the
remainder of the year), reflecting good overall rate adequacy.

Good market profile -- BIL has a good market profile which benefits from the Brit Insurance brand
in the London market. The majority of premium is written through its UK business unit
(approximately 60% of gross written premiums) and largely comprises small to medium-sized
commercial and personal lines risks. The balance of the account is written through the global markets
and reinsurance business units. BIL's competitive position in the UK market is supported by its
network of brokers, regional offices, and its electronic trading capabilities, which increase access to
business in this saturated market. However, strong competition from insurers that benefit from highly
efficient distribution and better economies of scale continues to constrain the company's ability to
expand profitably within this market.

Implication:

e . N
Best's Financial Strength Rating: A u Negative

FIVE YEAR RATING HISTORY

Best's

Date FSR
10/26/10 Au
06/23/10 A
06/24/09 A
06/12/08 A
09/05/07 A
07/11/06 A

BUSINESS REVIEW

Brit Insurance Limited (BIL) is the UK-domiciled, wholly owned subsidiary of Brit Insurance
Holdings N.V. (BIHNV), the ultimate parent company for the Brit Insurance group. BIHNV was
established in 2009 and is domiciled in the Netherlands. The Brit Insurance group underwrites
primary and reinsurance business through its main operating entities: BIL (representing
approximately 45% of consolidated gross written premiums in 2010) and Lloyd's Syndicate 2987,
which is managed by Brit Syndicates Limited (BSL). A diversified portfolio of commercial and
personal lines risks is underwritten through three strategic business units (SBUs): Global Markets,
Reinsurance and UK. The global market business comprises commercial products, focused at clients
which range from small to medium-sized enterprises to large corporate customers. The reinsurance
portfolio largely consists of excess of loss reinsurance business written in the London market, North
America, Continental Europe and Australasia. The UK portfolio comprises UK commercial risks
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focused on small to medium-sized enterprises in London and the UK regions, and increasingly,
specialist personal insurance business.

The company benefits from the group's lead position in the UK and London market. Despite the
implementation of rate increases across its portfolio, the group continues to maintain solid retention
rates, with business retention in 2009 between 68% and 87% across the three SBUs. The main
classes of business are property (approximately 35% of gross written premiums), financial and
professional risks (20%), casualty (20%), motor (15%), marine (5%), accident and health and
aerospace (5%). Property and marine business is written on a direct, excess of loss and pro rata treaty

basis.

The majority of BIL's premium income stems from business written through the UK SBU
(representing approximately 60% of gross written premiums in 2010) with global market and
reinsurance business contributing approximately 25% and 15%, respectively. Gross written
premiums are expected to fall in 2010 from GBP 798 million in 2009, partly owing to reducing
underwriting exposure where rates are deteriorating. Additionally, the decline in business volume
reflects actions undertaken by BIL to improve prospective performance, including reducing its
exposure to risks affected by the economic downturn and non-renewing weaker performing accounts.
Growth is expected from the company's property and commercial combined account (expected to
represent approximately 30% of premium income in 2010), owing to continued rate improvements in
the UK, and from the medical expenses business (representing less than 5% of premium income), as
the company gains traction in this class of business. The UK motor account (approximately 15% of
premium income), is expected to contract in 2010 as BIL repositions its private car account with a
focus on the specialist segment of the market.

The financial and professional risks portfolio includes financial institutions and directors and officers
(D&O) business and is written on a worldwide basis. Financial institutions insurance protects
organisations against crime, professional indemnity and D&O liability exposures, with insureds
ranging from small to large commercial and investment banks. Additionally, BIL's D&O insurance
protects insureds ranging from small organisations to large publically traded entities and non-profit
organisations. In recent years, the group has reduced its exposure to these classes of business
following an anticipated increase in claims due to the negative impact of subprime investments in the
financial markets and the economic downturn.

Casualty business consists of UK liability insurance business (comprising employers' and
public/products' liability) and reinsurance of a range of casualty classes, which include London
market professional indemnity and financial institutions business. UK liability business is largely
focused on small to mid-sized risks based mainly in the UK, with some exposure to the Republic of
Ireland. BIL's motor account is long established, having transferred from Lloyd's Syndicate 2987 in
2004. The portfolio includes both fleet and private motor, with increasing focus into specialist
business, such as high net worth vehicles, classic cars and affinity groups.

The Brit Insurance group continues to strengthen its market profile through the ongoing expansion of
its distribution outlets. Distribution is mainly through brokers and other intermediaries, with access
to local markets obtained through the use of delegated authorities in the UK and internationally, and
through the group's established offices in the UK regions. Going forward, the use of electronic
trading for small commercial UK risks is expected to increase as the group expands its e-trading
capabilities. BIL's expanding distribution network supports its competitive position in London and
the UK regions. However, A.M. Best believes that strong competition from insurers that benefit from
highly efficient distribution and better economies of scale will continue to constrain the company's
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ability to expand profitably within the UK regional market.

FINANCIAL PERFORMANCE

Overall Earnings: BIL's operating performance is expected to be good in 2010, albeit largely
supported by investment earnings. Underwriting results will be affected by weakening market
conditions and exposure to losses stemming from the Chilean earthquake. Additionally, investment
returns are likely to be at lower levels compared to the previous year, reflecting the low interest rate
environment and economic uncertainty.

The company's pre-tax profit of GBP 60.7 million in 2009 was supported by investment earnings of
GBP 70.7 million, owing to the recovery in the financial markets following 2008's low. BIL's
underwriting performance was negatively impacted by a higher attritional claims ratio and the Air
France loss as well as higher commission payments, due to the shift in the company's business mix to
classes where higher commissions are paid. Despite this, there was only a small deterioration in
underwriting profit to GBP 2.8 million (2008: GBP 3.0 million) due to the absence of a significant
catastrophic event during the year. Pre-tax results were also affected by foreign exchange losses of
GBP 12.5 million (2008: GBP 41.6 million gain).

Underwriting Income: BIL's underwriting performance is likely to be underpinned by a sharp rise
in the operating expense ratio and a loss ratio similar to the 65.5% achieved in the previous year
(subject to normal catastrophe activity for the remainder of the year). The company reported an
underwriting profit of GBP 2.8 million in 2009.

The operating expense ratio is expected to be higher than the 37% produced in 2009, largely due to a
decline in premium income, reflecting weak market conditions for certain classes of business and the
contraction of risks exposed to the economic downturn. Additionally, a rise in internal quota share
business ceded from BIL to the Brit Insurance group's captive reinsurer, Brit Insurance (Gibraltar)
PCC Limited (BIG), will further reduce net premium income. Internal cessions increased to 30%
from 20% in 2009. Management expenses are expected to increase in the near term reflecting a rise
in resources to support the preparation for Solvency II and the impact of general inflationary factors.

The UK SBU is expected to be the driver of underwriting performance in 2010 (represents
approximately 60% of gross written premiums). The effect of ongoing intense competition for UK
regional business on already weak pricing conditions, coupled with the impact of the economic
downturn on claims, is likely to dampen technical results. Furthermore, A.M. Best believes that
prior-year reserve releases, which have historically contributed significantly to the technical
performance of the UK SBU, are likely to diminish. The level of available prior-year surplus is likely
to be affected by the maturity of older years, when business was written under more favourable terms
and conditions. Additionally, the weak rating environment and the impact of the economic downturn
on claims activity are likely to reduce reserve releases from more recent years. Although BIL is
achieving rate improvements in certain classes of business (notably the motor and property and
commercial package business), profit margins for UK regional business remain tight.

The Global Markets and Reinsurance business units are expected to contribute positively to BIL's
performance in 2010, subject to normal catastrophe activity for the remainder of the year. Although
rates are softening for certain classes within these units, overall rate adequacy is good, driven by the
financial lines and property treaty accounts, where rates are falling from highs reached following the
2008 catastrophes and financial crisis. Additionally, results are likely to benefit from the group's
active portfolio management strategy, which has led to a reduction in exposure to certain classes of
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casualty business exposed to the economic uncertainty and to weaker performing business.

BIL's underwriting performance will continue to be affected by a net loss ratio equalisation
agreement with Lloyd's Syndicate 2987. BIL and syndicate 2987 have been party to the annually
renewed equalisation agreement since 2004. Under the arrangement, an equalisation adjustment is
made no earlier than 36 months from the beginning of each year of account based on independently
audited figures. However, during this period, the equalisation adjustment is accrued by both
operations, based on the latest earned loss ratio.

Investment Income: Investment earnings in 2010 are likely to be lower than the 4.4% return
(including gains and losses) produced in the previous year, owing to the low interest rate
environment and the impact of ongoing economic uncertainty on investors' sentiment.

The investment performance of 2009 reflected positive returns from the corporate bond portfolio,
owing to the mark to market effect of narrowing credit yield spreads. Solid returns were also
produced by the company's equity and specialised investment fund portfolio, as markets rebounded
from the low level reached in 2008. However, overall performance was tempered by modest returns
from government bonds and cash investments, reflecting low interest rates.

The Brit Insurance group employs a conservative investment strategy. As at the first quarter of 2010,
Brit Insurance's investment portfolio comprised fixed income securities (78% of total investments),
cash and cash equivalents (16%), and specialised investment funds including equities (6%). There
are no investment exposures to Portugal, Ireland or Greece sovereign debt, and holdings in Spanish
sovereign debt are minimal and expected to mature during 2010.

CAPITALIZATION

BIL's capital and surplus at year-end 2010 is expected to be impacted by a decline in premium
income and the payment of intra-group dividends. However, risk-adjusted capitalisation is
anticipated to remain strong for the year. The company's net underwriting exposure is likely to
reduce during the year, owing to the rise in business ceded to BIG through the internal quota share
agreement between the companies. Quota share cessions have increased to 30% from 20% in the

previous year.

The company reported a decline in shareholders' funds to GBP 461 million in 2009 (2008: GBP 480
million), reflecting lower retained earnings, due to a substantial dividend payment of GBP 65 million
(dividend payout ratio of 143%). Until 2009, BIL had not paid a dividend since 2005.

The Brit Insurance group changed its dividend policy during 2009. The new policy seeks to grow
dividends in line with the longer-term growth prospects of the group, to increase the flexibility of
earnings retention. Following the re-domicile of the Brit Insurance group to the Netherlands in
December 2009, Brit Insurance will not pay cash dividends but instead will make distributions to
shareholders through capital distributions, by reducing the par value of BIHNV shares. Under Dutch
law, a reduction to 'recognised' capital would be free from Dutch dividend withholding tax.

BIL's financial flexibility is enhanced by BIHNV, which is expected to maintain strong risk-adjusted
capitalisation in 2010. BIHNV holds a GBP 175 million revolving credit facility, which was obtained
in November 2009 to replace the group's GBP 150 million credit facility. This facility has a term of
three years and is provided by Royal Bank of Scotland plc, Lloyds TSB plc and Calyon SA. The
group's financial and debt leverage ratios are expected to be maintained within A.M. Best's
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tolerances.

Reserve Quality: The Brit Insurance reserving panel selects reserves for both BIL and syndicate
2987, based on recommendations provided by internal actuaries and input from underwriters and the
claims division. Reserves are set on an actuarial best estimate basis with a load added to allow for
uncertainties.

Overall, BIL continues to demonstrate a prudent approach to reserving and has benefitted from prior-
year reserve releases in each of the last four years. BIL reported an overall net release of GBP 30.9
million, representing 4.8% of net earned premium income at year-end 2009 (2008: GBP 28.9 million;
5.6% of net earned premium income). Prior-year surpluses were generated largely from the UK
division, predominantly from the liability classes of business, with smaller releases from the
Reinsurance division. A.M. Best anticipates a downward trend in the level of releases from BIL
going forward, reflecting the diminished scope for releases from older years as outstanding claims
are settled. Additionally, increasing pressure on terms and conditions for more recent years, and the
uncertainty of the economic downturn on claims activity and potential inflation are expected to
reduce the availability of prior-year reserve surplus for release.

In the first half of the year, the Brit Insurance group reported a GBP 44 million net exposure to the
Chilean earthquake, based on a ground-up analysis of each portfolio (consistent with a market loss of
USD 6 billion). The group's principal exposure arose from the international property treaty
catastrophe, property direct and marine accounts. BIL will be exposed to these losses, mainly due to
the impact of this event on the group's international property treaty account, which is largely written
by the company. However, BIL's net underwriting exposure is expected to benefit from its internal
quota share agreement with BIG. The group's losses arising from the hail storms and flooding in
Australia, windstorm Xynthia and the Deepwater Horizon oil rig explosion are expected to amount to
approximately GBP 17.4 million. BIL's results are not likely to be significantly impacted by these
events, as the majority of the group's exposure emanates from its Lloyd's operation, syndicate 2987.

LIQUIDITY

A .M. Best believes that BIL maintains a good level of liquidity, demonstrated by a current liquidity
ratio of 86.7% at year-end 2009. The company maintains a liquid investment portfolio, with cash and
cash equivalents and 'AAA' rated securities comprising 37% and 43%, respectively, of total liquid
assets as at year-end 2009. Fixed income securities have a short average duration and largely consist
of UK and US high quality bonds.

BIL holds two letter of credit facilities of USD 250 million (supported by Citibank Europe Limited)

and USD 30 million (supported by Royal Bank of Scotland Plc). These facilities support the
company's US reinsurance business. As at February 2010, 28% of these facilities had been utilised.

Source of Information: Company Annual Report
Summarized Accounts as of December 31, 2009

US $ per Local Currency Unit 1.59257 = 1 British Pound (GBP)

STATEMENT OF INCOME
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12/31/2009 12/31/2009
GBP(000) USD(000)
Technical account:

Direct premiums 588,622 937,422
Reinsurance premiums assumed 209,272 333,280
Gross premiums written 797,894 1,270,702
Reinsurance ceded 205,922 327,945
Net premiums written 591,972 942,757
Increase/(decrease) in gross unearned premiums -29,095 -46,336
Increase/(decrease) in reinsurers share unearned premiums 22,232 35,406
Net premiums earned 643,299 1,024,499
Total underwriting income 643,299 1,024,499
Net claims paid 308,644 491,537
Net increase/(decrease) in claims provision 112,441 179,070
Net claims incurred 421,085 670,607
Management expenses 66,609 106,079
Acquisition expenses 152,842 243,412
Net operating expenses 219,451 349,491
Total underwriting expenses 640,536 1,020,098
Balance on technical account 2,763 4,400

Non-technical account:
Net investment income 47,612 75,825
Realised capital gains/(losses) -5,327 -8,484
Unrealised capital gains/(losses) 28,152 44,834
Exchange gains/(losses) -12,523 -19,944
Profit/(loss) before tax 60,677 96,632
Taxation 15,099 24,046
Profit/(loss) after tax 45,578 72,586
Dividend to shareholders 65,000 103,517
Transfer to reserves -1,964 -3,128
Increase/(decrease) in the equalisation provision 3,000 4,778
Retained Profit/(loss) for the financial year -20,458 -32,581
Retained Profit/(loss) brought forward 169,912 270,597
Retained Profit/(loss) carried forward 149,454 238,016

MOVEMENT IN CAPITAL & SURPLUS

12/31/2009
GBP(000)

12/31/2009
USD(000)
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Capital & surplus brought forward 449,876 716,459
Profit or loss for the year 42,578 67,808
Dividend to shareholders -65,000 -103,517
Total change in capital & surplus -22,422 -35,709
Capital & surplus carried forward 427,454 680,750
12/31/2009 12/31/2009 12/31/2009
GBP(000) % of total USD(000)
Cash & deposits with credit institutions 596,151 25.6 949,412
Bonds & other fixed interest securities 893,608 384 1,423,133
Shares & other variable interest instruments 129,480 5.6 206,206
Liquid assets 1,619,239 69.5 2,578,751
Total investments 1,619,239 69.5 2,578,751
Rems_urers' share of technical reserves - unearned 74,186 3 118,146
premiums
Reinsurers' share of technical reserves - claims 294,192 12.6 468,521
Total reinsurers share of technical reserves 368,378 15.8 586,668
Insurance/reinsurance debtors 245,745 10.6 391,366
Other debtors 188 0.0 299
Total debtors 245,933 10.6 391,666
Prepayments & accrued income 94,813 4.1 150,996
Total assets 2,328,363 100.0 3,708,081
12/31/2009 12/31/2009 12/31/2009
GBP(000) % of total USD(000)
Capital 278,000 11.9 442,734
Paid-up capital 278,000 11.9 442,734
Claims equalisation reserve 33,529 1.4 53,397
Retained earnings 149,454 6.4 238,016
Capital & surplus 460,983 19.8 734,148
Gross provision for unearned premiums 336,864 14.5 536,480
Gross provision for outstanding claims 1,384,798 59.5 2,205,388
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Total gross technical reserves 1,721,662 73.9 2,741,867
Insurance/reinsurance creditors 138,767 6.0 220,996
Inter-company creditors 3,206 0.1 5,106
Other creditors 3 0.0 5

Total creditors 141,976 6.1 226,107
Accruals & deferred income 3,130 0.1 4,985
Other liabilities 612 0.0 975

Total liabilities & surplus 2,328,363 100.0 3,708,081

MANAGEMENT

In December 2009, the Brit Insurance group undertook a corporate restructure which led to the
establishment of a new, Netherlands-domiciled, ultimate holding company, BIHNV. The restructure
is expected to provide a more favourable operating environment to support the group's international
expansion. Additionally, the group's presence in Continental Europe is expected to improve Brit
Insurance's competitive position and align its corporate tax rate with those of its global peer group,
enhancing prospects for shareholders.

BIL's operations are overseen at group level by a number of committees created for the oversight of
functions, such as underwriting, finance and risk management. The group centrally manages the
underwriting of both BIL and the group's Lloyd's syndicate, with common systems and controls in
place for both entities.

A.M. Best believes BIL maintains a good risk management framework. Board members and senior
management are responsible for defining the corporate risk profile and setting risk appetite and
tolerance targets in line with the corporate goals. The risk framework also consists of committees
which are responsible for monitoring, reviewing and controlling risks associated with their
corresponding mandate. Internal and external audits provide independent assurance.

Officers: Chief Executive Officer, Dane J. Douetil, CBE; Secretary, Michael D. Jackson.

Directors: Kenneth Culley (Chairman), Dane J. Douetil, CBE (Chief Executive Officer), Matthew
Scales, Cees Schrauwers, Peter Webster.

ANALYSIS OF GROSS PREMIUMS WRITTEN

GBP GBP GBP
(000) (000) (000)
2009 2008 2007 2006 2005
Accident & health 13,106 14,041 34,188
Automobile - accident 115,187 88,439 58,986
Credit 5,273 20,067 16,792
Fire 179,205 111,678 65,829
Legal expense 70,560 55,468 64,037
Liability 165,203 147,275 125,033
Marine, aviation & trans 40,088 32,825 29,596

Reinsurance 209,272 204,398 221,870
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Total non-life

797,894 674,191

REINSURANCE

616,331
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BIL benefits from the Brit Insurance group's comprehensive reinsurance programme, which is placed
with a panel of highly rated reinsurers. At year-end 2009, 73% of the company's anticipated
recoveries on outstanding claims were rated "A" or higher. Additionally, 22% of the remaining
outstanding recoveries were collateralised. If a reinsurer's credit rating does not meet Brit Insurance's
criteria, these exposures are fully collateralised. As at year-end 2009, 42% of overall outstanding
recoveries related to the quota share reinsurance arrangement with BIG.

BIG was formed in 2007 and is a wholly owned protected cell company, based in Gibraltar. The
company began trading in 2008 and provides BIL with excess of loss protection on selected lines of
non-catastrophe-exposed business in addition to a whole account quota share. In 2010, the quota
share increased to 30% (2009: 20%, 2008: 5%).

GEOGRAPHICAL DISTRIBUTION OF PREMIUMS

European Community
United Kingdom

Total Europe
United States

Total North America
Other World-Wide

Total

Liquid assets

Total investments

Total assets

Gross technical reserves
Net technical reserves
Total liabilities

Capital & surplus
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WRITTEN
GBP
(000)

12/31/2009 12/31/2009

Gross % of total

82,415 10.3

453,488 56.8

535,903 67.2

14,653 1.8

14,653 1.8

247,338 31.0

797,894 100.0

BALANCE SHEET ITEMS
GBP GBP GBP GBP
(000) (000) (000) (000)
2009 2008 2007 2006
1,619,239 1,574,849 1,407,520 1,052,539
1,619,239 1,581,091 1,569,443 1,207,401
2,328,363 2,223,640 2,116,195 1,730,891
1,721,662 1,631,389 1,423,645 1,169,269
1,353,284 1,338,812 1,201,213 995,660
1,867,380 1,743,235 1,642,000 1,296,528
460,983 480,405 474,195 434,363
INCOME STATEMENT ITEMS

GBP GBP GBP GBP

GBP

(000)
12/31/2008
Gross
66,978

435,793

20,400

20,400

217,998

674,191

GBP
(000)
2005

943,771

1,082,162

1,642,468

1,112,029

901,032

1,263,446

379,022

GBP
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(000) (000) (000) (000) (000)

2009 2008 2007 2006 2005

Gross premiums written 797,894 674,191 616,331 610,895 656,574
Net premiums written 591,972 523,051 533,282 495,515 545,145
Balance on technical account(s) 2,763 2,991 -16,193 19,118 -19,682
Profit/(loss) before tax 60,677 10,690 38,957 68,056 33,769
Profit/(loss) after tax 45,578 11,425 31,274 51,214 27,054

LIQUIDITY RATIOS (%)

2009 2008 2007 2006 2005

Total debtors to total assets 10.6 10.9 11.2 15.7 17.2
Liquid assets to net technical reserves 119.7 117.6 117.2 105.7 104.7
Liquid assets to total liabilities 86.7 90.3 85.7 81.2 74.7
Total investments to total liabilities 86.7 90.7 95.6 93.1 85.7

LEVERAGE RATIOS (%)

2009 2008 2007 2006 2005

Net premiums written to capital & surplus 128.4 108.9 112.5 114.1 143.8
Net technical reserves to capital & surplus 293.6 278.7 2533 229.2 237.7
Gross premiums written to capital & surplus 173.1 140.3 130.0 140.6 173.2
Gross technical reserves to capital & surplus 3735 339.6 300.2 269.2 2934
Total debtors to capital & surplus 533 50.6 49.9 62.4 74.7
Total liabilities to capital & surplus 405.1 362.9 346.3 298.5 3333

PROFITABILITY RATIOS (%)

2009 2008 2007 2006 2005

Loss ratio 65.5 659 71.2 64.9 78.2
Operating expense ratio 371 32.6 31.5 31.0 254
Combined ratio 102.5 98.5 102.7 95.9 103.6
Net investment income ratio 7.4 17.1 8.1 8.8 6.4
Operating ratio 95.1 81.3 94.7 87.1 97.2
Return on net premiums written 7.7 2.2 59 10.3 5.0
Return on total assets 2.0 0.5 1.6 3.0 1.9
Return on capital & surplus 9.7 24 6.9 12.6 7.2

A Best's Financial Strength Rating opinion addresses the relative ability of an insurer to meet its ongoing
insurance obligations. The ratings are not assigned to specific insurance policies or contracts and do not
address any other risk, including, but not limited to, an insurer's claims-payment policies or procedures; the
ability of the insurer to dispute or deny claims payment on grounds of misrepresentation or fraud; or any
specific liability contractually borne by the policy or contract holder. A Best's Financial Strength Rating is not a
recommendation to purchase, hold or terminate any insurance policy, contract or any other financial obligation
issued by an insurer, nor do they address the suitability of any particular policy or contract for a specific

purpose or purchaser.
A Best's Debt/lssuer Credit Rating is an opinion regarding the relative future credit risk of an entity, a credit
commitment or a debt or debt-like security.

Credit risk is the risk that an entity may not meet its contractual, financial obligations as they come due. These
credit ratings do not address any other risk, including but not limited to liquidity risk, market value risk or price
volatility of rated securities. The rating is not a recommendation to buy, sell or hold any securities, insurance
policies, contracts or any other financial obligations, nor do they address the suitability of any particular

financial obligation for a specific purpose or purchaser.

In arriving at a rating decision, A.M. Best relies on third-party audited financial data and/or other information
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provided to it. While this information is believed to be reliable, A.M. Best does not independently verify the
accuracy or reliability of the information. Any and all ratings, opinions and information contained herein are
provided "as is," without any express or implied warranty.

Visit www.ambest.com/ratings/notice for additional information or www.ambest.com/terms.html for details on
the Terms of Use.
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Deloitte.

The Phoenix Cenire
George Streat

St. Michael, BB11114
Barbados W.I,

Tel: +246 430 6400
Fax:+246 430 6451
www.deloitte.com

Independent auditors’ report
To the shareholders of Colchester Reinsurance Limited

We have audited the accompanying financial statements of Colchester Reinsurance Limited, which
comprise the balance sheet as of June 30, 2010, the statement of retained eamings and changes in
accumulated other comprehensive income, the statement of income and comprehensive income,

and statement of cash flows for the year then ended and a summary of significant accounting
policies and other explanatory notes.

Management’s responsibility for the financial statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with Canadian generally accepted accounting principles. This responsibility
includes: designing, implementing and maintaining internal control relevant to the preparation and
fair presentation of financial statements that are free from material misstatement, whether due to

fraud or error; selecting and applying appropriate accounting policies; and making accounting
estimates that are reasonable in the circumstances.

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’ judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditors consider internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting

estimates made by management, as well as evaluating the overall presentation of the financial
statements,

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Fartners: Patrick B. Teppin (Managing Partner), J. E. {Betty) Brathwaite, Ikins D, Clarke
Steve A. Clarke, Oliver G. Jordan, E. Gordon Walker

Deloitte refers to one or more of Deloitte Touche Tohmatsy, a Swiss Verein, and Its network of member firms, each of which is a
lenaliy separate and Independent entity. Please see wavw.delbitte.com/about for a detailed description of the legal structure of
Deloitte Touche Tohmatsu and Its member firms,

Wiember of Deloitte Touche Tohmaisu 1



Deloitte.

Independent auditors’ report (continued)
To the shareholders of Colchester Reinsurance Limited

pinion

In our opinion, the financial statements present fairly, in all material respects, the financial position
of Colchester Reinsurance Limited as of June 30, 2010, and its financial performance and its cash
flows for the year then ended in accordance with Canadian generally accepted accounting
principles.

\%Amﬂmﬁ o

—

December 16, 2010



COLCHESTER REINSURANCE LIMITED

Balance sheet
As at June 30, 2010

(expressed in Canadian dollars)

Notes 2010 2009
Assets
Cash and cash equivalents 3 $ 203,987 $ 876,384
Investments 4 28,682,416 26,266,055
Accounts receivable and prepayments 5 187,998 223,988
$ 29,074 381 $ 27,466,427
Liabilities
Provisions for losses and loss adjustment expenses 6 $ 8,648,000 $ 10,808,000
Claims payable 3,113 371,339
Accounts payable and accrued expenses 47,798 42 068
8,696,911 11,221.408
Shareholders’ equity
Share capital 7 3,315,200 3,315,200
Retained earnings 8 16,491,230 12,311,357
Accumulated other comprehensive income 571,040 618,462
20,377,470 16.245.019
$ 29,074,381 $ 27466427
The accompanying notes form an integral part of these financial statements.
Approved by the Board
o< W | |
Director Director
AY
Paul B Altman Trevor A. Carmichael \




COLCHESTER REINSURANCE LIMITED

Statement of retained earnings and changes in accumulated other

comprehensive income
For the year ended June 30, 2010

(expressed in Canadian dollars)

Retained earnings, beginning of year
Income for the year after taxation

Retained earnings, end of year

Accumulated other comprehensive income

Accumulated other comprehensive income, heginning of year

Change in unrealized gains and losses on availahle-for-sale
investments

Accumulated other comprehensive income, end of year

The accompanying notes form an infegral part of these financial statements.

Notes

2010 2008
$12,311,357  $10,827,504
4178873 1,483,853
16,491,230 12,311,357
618,462 25,302
(47.422) 593,160
$__571.040 $__ 618462




COLCHESTER REINSURANCE LIMITED

Statement of income and comprehensive income

For the year ended June 30, 2010

(expressed in Canadian dollars)

Revenue

Reinsurance premiums written and earned
Retrocession premiums ceded

Net investment income

Expenses

Losses and loss adjustment expenses

Change in provision for losses and loss adjustment
expenses

Operating expenses

Income for the year before taxation
Taxaticn

Income for the year after taxation
Other comprehensive income

Unrealised gains and losses on available-for-sale
investments arising during the year

Reclassification in net income of gains and losses realised on
available-for-sale investments during the year

Total comprehensive income

The accompanying notes form an integral part of these financial statements.

Notes

2010 2008
$ 2,489,724  $ 2,251,228
(950,000)  (1.282.500)
1,519,724 968,728
1.115.892 724.451
2,635,616 1,693,179
401,112 526,219
(2,162,000) (509,000)
201,861 189,240
(1,559.027) 206,459
4,194,643 1,486,720
14,770 2867
4.179.873 1,483 853
(305,881) 850,551
258,459 (257,391)
(47.422) 593,160
$ 4132451  $ 2,077,013




COLCHESTER REINSURANCE LIMITED

Statement of cash flows
For the year ended June 30, 2010

(expressed in Canadian dollars)

Operating activities
Income for the year after taxation

Add items not using cash:
{Gain} loss on sale of bonds
Amortisation of premium an bonds

Changes in non-cash balances:

Accounts receivable and prepayments

Provisions for losses and loss adjustment expenses
Claims payable

Accounts payable and accrued expenses

Net cash from operating activities
Investing activities

Purchase of invesiments
Proceeds on sale of investments

Net cash (used in) from investing activities

Change in cash and cash equivalents, for the year
Cash and cash equivalents, beginning of year

Cash and cash eguivalents, end of year

Notes

2010
$ 4,179,873

(258,459)
230,125

4,151,539

35,990
(2,162,000)
(368,226)

5,729

1,663,032

(22,804,028)
20,368,579

(2,435 449)
(772,417)
976,384
$__ 203,967

The accompanying notes form an integral part of these financial statements.

2009
$ 1,483,853

257,391
66,387

1,807,631

30,617
(509,000)
(913,817)

3,149

418,580

(6,515,196)
6,620,590

105,394
523,974
452.410

$_076.384




COLCHESTER REINSURANCE LIMITED

Notes to financial statements
For the year ended June 30, 2010

(expressed in Canadian dollars)

1. Operations

Colchester Reinsurance Limited (the Company”) was incorporated under the Companies Act of
Barbadoes on June 22, 1990 and is a licensed insurer under the Exempt Insurance Act, 1883. The
principal activity of the Company is the reinsurance of the Canadian Lawyers Liability Assurance
Society ("CLLAS"), which In turn provides lawyers' professional liability insurance.

From July 1, 2006 the Company has provided annual aggregate stop-loss reinsurance protection
excess of annual aggregate retentions after reflection of proportional reinsurance as follows;
a) $5,000,000 annual aggregate excess of $15,000,000 annual aggregate and
b}  $20,000,000 annual aggregate excess of $20,000,000 annual aggregate (including (a)
above).

The Company protects itself through retrocessional arrangements. For the year from July 1, 2009
this coverage was for $15,000,000 annual aggregate excess of $25,000,000 annual aggregate.
Previously this coverage had been maintained for $20,000,000 annual aggregate excess of
$20,000,000 annual aggregate from July 1, 2002 to June 30, 2008,

2. Significant accounting policies
Changes in accounting policies

Goodwill and intangible assets

Effective July 1, 2009, the Company adopted the CICA Handbook Section 3064 "Goodwill and
Intangible Assets”, which replaced Section 3062 “Goodwill and Cther Intangible Assets”. Section
3064 provides guidance for the recognition, measurement, presentation and disclosure of goodwill
and intangihle assets, including internally generated intangible assets. Requirements concerning
goodwill are unchanged frem the previous Section 3062. The adoption of Section 3084 did not
have any material impact on the Company's financial statements.

Financial instruments

In June 2009, amendments were incorporated into Section 3862 “Financial Instruments -~
Disclosures” 1o conform with changes made to International Financial Reporting Standards
("IFRS"). These amendments introduce a three-level fair value disclosure hierarchy that
distinguishes fair value measurements by the significance of the inputs used for valuation. In
addition, the amendments enhance disclosure requirements on the nature and extent of liquidity
risk arising from financial instruments to which an eniity is exposed. The amendmenis are

applicable for these annual financial statements and the new required disclosures are included in
Note 10.

In August 2009, the CICA issued amended Section 3855 "Financial Instruments — Recognition and
Measurement” and Section 3025 "Impaired lLocans" to reduce differences with IFRS. The
amendments remove the distinction between debt securities and other debt instruments for
purposes of categorization, allowing debt securities not quoted in an active market to be
categorized as loans and receivables and measured &t amortized cost.  The amendments also
require the reversal of impairment losses on available-for-sale debt instruments through profit and
loss in a subsequent period when the fair value increases and the increase can be objectively
related to an event occurting after the impairment loss was recognised in net income. The
amendments also permit reclassifications from available-for-sale and held-for-trading to loans and
receivables under certain circumstances. These amendments were effective for the Company on
July 1, 2009 but they did not have any impact on the Company's financial statements.




COLCHESTER REINSURANCE LIMITED

Notes to financial statements
For the year ended June 30, 2010

(expressed in Canadian dollars)

2. Significant accounting policies {(continued)
Basis of presentation

The financial statements are stated in Canadian dollars and are prepared in accerdance with
Canadian generally accepted accounting principles.

Use of estimates

The preparation of financial statements in conformity with Canadian generally accepted accounting
principles requires management to make estimates and assumptions that affect the reporied
amounts of assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. The most significant estimate relates to the

determination of losses and loss adjustment expenses. Actual results may differ from these
estimates.

Foreign currencies

Monetary assets and liabilities denominated in foreign currencies are transiated into Canadian
dollars at rates prevailing at the date of the financial statements. Revenue and expenses
denominated in foreign currencies are transiated into Canadian dollars using prevailing monthly
exchange rates. Realised and unrealised gains and losses on foreign currency positions are
included in the statement of income and comprehensive income.

Non-monetary items that are measured in terms of historical cost in a foreign currency are
translated using the exchange rates as at the dates of the initial transaction. Non-monetary iterns
measured at fair value in a foreign currency are translated using the exchange rates at the date
when the fair value was determined.

Cash and cash equivalents

Cash and cash equivalents include cash at bank, term deposits and treasury bills with origina

maturities of three months or less. All such balances are stated at cost which approximates fair
value.

Investments

Investments comprise fixed income securities which are classified as available-for-sale. These are
measured at fair value with unrealised gains and losses included in accumulated other
comprehensive income until realised when the cumulative gain or loss is transferred to other
income. The fair value of the investments is determined by reference to published price quotations
in active markets. Any changes in fair values are recorded, net of income taxes, in Other
Comprehensive Income (“OCI") until the financial asset is disposed of or has become other than
temporarily impaired. When the asset is disposed of, or has become impaired, the accumulated fair
value adjustments recognized in Accumulated Other Comprehensive Income (*ACCI") are
transferred to the statement of income and, accordingly, a corresponding adjustment (net of income
taxes) is made to OCL.




COLCHESTER REINSURANCE LIMITED

Notes to financial statements

For the year ended June 30, 2010

(expressed in Canadian dollars)

2.

Significant accounting policies (continued)
fnvestments (continued)

A provision for impairment for debt securities is established when there is objective evidence that
the investment is impaired and the impairment is other than temporary. Once an impairment loss is
recorded to income, the loss can only be reversed for fixed income securities to the extent a
subsequent increase in fair value can be objectively correlated to an event occurring after the loss
was recognised. Following impairment loss recognition, these assets will continue to be recorded
at fair value with changes in fair value recorded to OCl and tested for further impairment quarterly.
Interest is no longer accrued and previous interest accruals are reversed. Dividends and interest
income are recorded in investment income on the accrual basis.

Transaction costs

Transaction costs are netted against the carrying value of the asset and are then recognised over
the expected life of the instrument using the effective interest method.

Effective interest method

The Company uses the effective interest method to recognise interest income or expense which
includes transaction cost, premiums or discounts earned or incurred for financial instruments.

Provisions for losses and loss adjustment expenses

The provisions for losses and loss adjustment expenses include estimated claims outstanding and
reporied with an amount for future development of claims reported and an amount for losses
incurred but not reported at the end of the financial year. The provisions are stated on an
undiscounted basis.

These amounts are necessarily based on estimates of future trends in claims severity and other
factors which could vary as the claims are settled. The ultimate liability may be more or less than
the estimated amounts. Although it is not possible to measure the degree of variability inherent in
such estimates, management believes that the provisions are adequate. The estimates are

periodically reviewed by an actuary and any necessary adjustments to this liability are reflected in
current operations.

Taxation

The Company follows the liability method of accounting for income taxes. Under this method,
future income tax liabilities and future income tax assets are determined based on differences
between the financial reporting and tax bases of assets and liabilities, and measured using the
substantively enacted rates and laws that will be in effect when the differences are expected to
reverse. Future income tax assets are recorded in the financial statements if realisation is
considered more likely than not.

Under the Exempt Insurance Act of Barbados, the Company’s taxable income is subject to
Barbados tax at 0% during the first fifteen years of operation and thereafter at 2% on the first
BDS$250,000 of taxable income, and at 0% in respect of all amounts in excess of BDS$250,000.




COLCHESTER REINSURANCE LIMITED

Notes to financial statements
For the year ended June 30, 2010

(expressed in Canadian dollars)

2. Significant accounting policies (continued)
Reinsurance

Reinsurance does not discharge the primary liability of the Company. The Company evaluates the
financial condition of its reinsurers and monitors concentrations of credit risk of the reinsurers to
minimise its exposure to significant losses from their insolvency. The Company believes that it has
made appropriate provision for any such losses, and therefore, no material credit risk exists.

Recognition of premium income and expense
Premiums written/ceded are earned/expensed evenly over the terms of the related agreements.

Future accounting standards

On February 13, 2008 the Canadian Accounting Standards Board confirmed that all publicly
accountable enterprises in Canada will be required to adopt IFRS as a replacement of Canadian
GAAP for periods beginning on or after January 1, 2011. As the Company is not publicly
accountable nor a subsidiary of a publicly accountable enterprise this change is not expected to
affect the Company’s financial statements.

3. Cash and cash equivalents
" Cash and cash equivalents consist of the following:
2010 2009
Cash at bank $ 203,967 $ 976,384
4. Investments
2010 2009

Amortised Fair Amortised Fair
cost value cost value

Fixed income securities
Bonds $28111.376  $28.682418  $25647.503 $26.266.065

The fair value of the investments held is based on the quoted market value of the available-for-sale
investments as of that date.

Fixed income securities — interest rate risk

Fixed income securites have vyield-to-maturity rates ranging from 0.557% to 5.157%
(20089 —2.428% to 5.157%).

10




COLCHESTER REINSURANCE LIMITED

Notes to financial statements
For the year ended June 30, 2010

(expressed in Canadian doliars)

4,

Investments (continued)
Fixed income securities — maturifies

The amortised cast and fair value of marketable securities held are shown by centractual maturity.

2010 2009
Amortised Fair Amortised Fair
cost value cost value
Within one year $ 2,408,015 $ 2,465,736 $ 3,497,943 $ 3,554,442
From one year to five years 25,703,361 26,216,680 22,149,650 22,711,613

$28.111,376 $28682416  $25647503  $ 26,266,055

All investments in fixed income securities have a minimum credit rating of ‘A-1" or 'AA~, are
denominated in Canadian dollars and have a maximum term to maturity of five years. The
investment portfolio is managed following prudent standards and there are issuer, industry group
and country limitations. '

Proceeds from sales of investments in bonds during the year amounted to $20,368,579 (2009 -
$6,620,590). Gains of $258,459 (2009 — losses of $257,391) were realised on those sales.

Major categories of net investment income are summarised below:

2010 2009
Interest on cash equivalents and bonds $ 1,148,607 $ 1,103,055
Gain {loss) on sale of bonds 258,459 (257,391)
Amortisation of bonds (230,125) (66,387)
Investment manager's fees {61,049) (54,826)

$1.115,892 $_724 451
Pledged assets

The bonds and some of the cash balances are part of a custodial account maintained in
accordance with the provisions of the reinsurance agresment whereby the Company is required to
maintain certain deposits and/or investments for the benefit of the insured in respect of provisions
for losses and loss adjustment expenses.

Accounts receivable and prepayments

Accounts receivable and prepayments consist of the following:

2010 2009
interest $182,731 $222413
Prepaid expense 5,267 1.575

$ 187,998 $223.088

1"




COLCHESTER REINSURANCE LIMITED

Notes to financial statements

For the year ended June 30, 2010

(expressed in Canadian dollars)

6.

Provisions for losses and loss adjustment expenses

The provisions for losses and loss adjustment expenses for the current and previous years are
reported on an undiscounted basis. These amounts are determined as outlined in Note 2.

2010 2009

Reported losses $ 2,437,000 $ 3,123,000
Ineurred but not reported 6,208,000 7,685,000

$8.646,000  $10,808,000
Share capital
Authorised
Common shares ~ no par value Unlimited
Class A preference shares — no par value Unlimited

The transfer of such shares is subject to certain restrictions.

2010 2009
Issued and outstanding
Common — 1,200 shares (2009 — 1,200 shares) 5 1,200 5 1,200
Class A preference — 16,570 shares (2009 — 16,570
shares) 3,314,000 3.314.,080

$ 3,315,200 $3.315.200

The holders of the common shares are entitled fo one voie per common share held at all
shareholder meetings except where there is a meeting of holders of a class of shares other than
common shares. Common shareholders are entitled to receive dividends in respect of their
common shareholding and receive the remaining property of the Company upon dissolution.

Class A preference shares may be issued only to a common shareholder, may be issued in cne or
more series and shall rank in priority to the common shares with respect to dividends and return of
capital. Each series shall rank on parity with the Class A preference shares of every other series.
Entitlement to dividends shall be as declared by the directors from distributable retained earnings.
The holders of any series of Class A preference shares are not entitled {o vote at meetings of the
shareholders. The Class A preference shares shall be redeemable by the Company at a price per
share equal to $1.

There were no redemptions of common or preference shares during 2010 (2009 — redemption
consideration was $Nil). No preference or common shares were issued during 2010 (2009 - $Nil).

Retained earnings

Accumulated retained earnings atiributable to each underwriting period are appropriated into
distributable and undistributable retained earnings. These allocations are based upon continuing
actuarial reviews and fake into account anticipated future claim fluctuations. The first underwriting
period terminated on June 30, 1992 with each underwriting period thereafter consisting of each
successive period of five consecutive fiscal years of the Company. At the close of the accounts of
each underwriting pericd, which may be five years later or as determined by the directors, any
undistributable retained earnings remaining for that period will be transferred to distributable
retained eamings.

12




COLCHESTER REINSURANCE LIMITED

Notes to financial statements
For the year ended June 30, 2010

(expressed in Canadian dollars)

10.

Margin of solvency

Sectien 24 of the Exempt Insurance Act of Barbados (“the Act"} requires the Company to maintain
levels of solvency determined in accordance with certain stipulated criteria.  For the year ended
June 30, 2010, these requirements have been met. At June 30, 2010 the amounts qualifying for
the purposes of the solvency calculation amounted to $20,377,470 (2009 - $16,245,018).

At July 1, 2010 the minimum required margin of solvency, computed In accordance with the Act, is
$193,746 (July 1, 2009 - $193,7486).

Financial instruments

The financial instruments of the Company are cash and cash equivalents, investments, accounts
receivable and accounts payable and accrued expenses.

The following table summarizes information relating to the Company’s financial instruments as at
June 30, 2010 and June 30, 2009:

Classification of financial instruments

Class of Related income Carrying Amount and Fair Value
Financial Location on Accounting or Expense Account Fair Value of Asset (Liability) Measurement
Instruments  Balance Sheet Designation on Statement of Income asat Hilerarchy
June 30, 2010 Jun 30, 2009
Cash and Cash and equivalents  HFT Gains and losses on foreign  § 203,967 $ 976,384 Level 1
equivalents exchange are included in
foreign exchange loss {gain).
Investments Investments AFS Gaing and iosses on foreign & 28,582,416 % 26,266,055 Level 1

exchange are included in
foreign exchange loss (gain).
Mark-to-market adjustments
are recoghized as other
comprehensive income
{loss). Other gains or Josses
are recognized as net
investment income.

Accounting designations used in the above table:

AFS — Designated by the Company as "Available for sale” upon initial recognition. Financial assets
and liabilities designated as "Available for sale” are carried at fair value on the balance sheets with
gains and losses associated with fair value adjustments recognized in other comprehensive
income.

HFT - Designated by the Company as “Held for trading” upon initial recognition. Financial assets

and liabilities designated as "Held for trading” are carried at fair value on the balance sheets with
gains and losses recognized in net income.,

13




COLCHESTER REINSURANCE LIMITED

Notes to financial statements
For the year ended June 30, 2010

(expressed in Canadian dollars)

10.

Financial instruments (continued)

Level 1- Fair value measurement is determined by reference to unadjusted quoted prices in active
markets for identical assets or liabilities.

Level 2— Fair value measurement is determined based on inputs other than unadjusted quoted
prices that are observable, either directly or indirectly.

Level 3— Fair value measurement is based on inputs for the asset or liability that are not based on
observable market data.

Determination of fair values

The carrying values of cash and cash equivalents, receivables and payables approximate their fair
values due to their short maturities. The carrying value of investments is determined by reference
fo published price quotaticns in active markets.

Fair value

Fair value is the amount for which an asset would be exchanged or a liahility seftled between
knowledgeable willing parties in an arms-length transaction. A market price where an active market

(such as a recognised stock exchange) exists, is the best evidence of the fair value of a financial
instrument.

The fair values of the Company's financial instruments are considered to approximate their book
values. It is not practicable to determine the estimated fair value of the provisions for losses and
loss adjustment expenses.

Credit risk

The Company's exposure to credit risk arises from the possibility that counterparties may default on
their obligations to the Company. The amount of the Company’'s maximum exposure to credit risk
is indicated by the carrying value of its financial assets. The Company places its cash deposits and
investment portfolio with international financial institutions with high credit ratings. In addition, the
Company’s investment guidelines are to hold investments in different industry and geographical
groups, each with a minimum of AA- (Standard & Poors, or “S&P”) for fixed income securities and
A-1 (S&P) for short term investments.

The total assets bearing credit risk are as follows:

2010 2009
Cash and cash equivalents $ 203,967 $ 976,384
Investments — fixed income (Note 4) 28,682,416 26,266,055
Accounts receivable and prepayments 187,998 223,988

$ 29,074 381 $ 27,466,427

Foreign exchange risk

The majority of the Company's significant transactions are denominated in Canadian dollars and
therefore the Company is not exposed to any significant foreign exchange risk.

14




COLCHESTER REINSURANCE LIMITED

Notes to financial statements
For the year ended June 30, 2010

(expressed in Canadian dollars)

10.

11.

Financial instruments (continued)
Interest rate risk

The Company’s exposure to interest rate risk is as disclosed in Note 4. Management believes that
this risk is managed through effective matching of portfolio investments with liability attributes. The
Company monitors the sensitivity of interest rate movements by analyzing investment returns on a
regular basis and discussing market trends with the investment managers. As of June 30, 2010 a
1% change in interest rates would have had the effect of decreasing the fair value of investments
by $615,022 (2008 - $618,786).

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligation as they
come due. An insufficient secondary market for the sale of investments may prevent the liquidation
or limit the funds that can be generated from the sales of these investments. This risk is mitigated
by investing in high quality securities, as disclosed in Note 4 to the financial statements.

Capital management

The Board’s policy is to maintain a strong capital base by routinely moenitoring its capital adequacy
from a Barbados solvency requirement and other insurance standards for capital adequacy. In
addition, the investment guidelines serve to propetly minimize investment risk with a goal of
maintaining the capital base.

The reasons for maintaining the strong capital base are to enable the Company to absorb losses
due to under-pricing of the insurance product; to absorb an unexpected decline in the value of the
Company’s assets; to provide a buffer for the potential undervaluation of the Company’s unpaid
claim liabilities and to provide a mechanism for financing the growth of the Company.

The Company is incorporated under the Barbados Companies Act and operates under the
provisions of the Exempt Insurance Act of Barbados, 1983. Under these Acts the Company is
required to comply with certain minimum capital and solvency criteria. The Company was in
compliance with all external regulatory requirements during the current and previous financial
years. _

The Company’s overall sirategy remains unchanged from 2009.

15
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Best's Credit Rating and Report Updates for
CRC (BERMUDA) REINSURANCE LIMITED

Best's Rating of A (Excellent)
Financial Size Category of VIII ($100 Million to $250 Million)

Rating Cateqory (Excellent): Assigned to companies that have, in our opinion, an excellent ability to meet
their ongoing insurance obligations. A.M. Best assigns each letter rated (A++ through D) insurance company a
Financial Size Category (FSC), which is designed to provide a convenient indicator of the size of a company
based on reported policyholders' surplus and conditional or reserve funds.

The objective of Best's Credit rating system is to provide an opinion of an insurer's financial strength and
ability to meet ongoing obligations to policyholders. Our opinions are derived from the evaluation of a
company's balance sheet strength, operating performance and business profile as compared to Best's
quantitative and qualitative standards. View our Best's Credit Rating Methodology for more information.

While Best's Credit Ratings reflect our opinion of a company's financial strength and ability to meet its
ongoing obligations to policyholders, they are not a warranty, nor are they a recommendation of a specific
policy form, contract, rate or claim practice. View our entire notice for complete details.

The rating symbols "A++", "A+", "A", "A-", "B++", and "B+" are registered certification marks of the A.M. Best
Company, Inc.

Note: The above information reflects the most recent Best's Credit Rating for this company, which may have been released subsequent to the
creation of the following AMB Credit Report - Insurance Professional.

AMB Credit Report - Insurance Professional provides detailed business overview, extensive financial data
and analytical commentary, product and geographic information, company history, as well as the rationale
supporting the financial strength rating assigned by A.M. Best. These reports are updated on a regular basis
based on input and analysis performed throughout the year.

Report Revision Date - 07/15/2010

The Report Revision Date " represents the last significant material change made to this report. Other non-
material changes may have been made to this report subsequent to this date, but are not reflected in the
report revision date. The AMB Credit Report - Insurance Professional below was created based on the
following dates.

Rating and Commentary Financial 2 General Information3
Best's Credit Rating: 10/15/2009 Time Period: Annual - 2009 Corporate Structure: N/A
Rating Rationale: 10/15/2009 Last Updated: 07/09/2010 States Licensed: N/A

. . s Officers and Directors:
Report Commentary: 07/15/2010 | Status: Quality Cross Checked 07/16/2009

*Note: The Rating and Commentary ! date outlines the most recent updates to the Company's Rating, Rationale, and Report Commentary for
key rating and business changes. Report commentary may include significant changes to Business Review, Financial Performance/Eamings,

Capitalization, Investment/Liquidity, or Reinsurance sections of the report. The Financial 2 date reflects the current status of the financial tables
found within the body of the Report, including whether the data was loaded as received or had been run through our quality control cross-check

process. The General Information 3 date covers key areas that may have changed such as corporate structure, states licensed or officers and
directors.

http://www3.ambest.com/ratings/reportserver.asp?x=1&report=086437 &altsrc=24 &refstr= 1/7/2011



AMB Credit Report - Insurance Professional - CRC (BERMUDA) REINSURANCE LIM... Page 2 of 8
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Tel: 441-299-4981 Fax: 441-292-4720
AMB#: 086437 ATIN#: AA-3194183
Ultimate Parent#: 058364

Report Revision Date: 07/15/2010

BEST'S FINANCIAL STRENGTH RATING

Based on our opinion of the company's Financial Strength, it is assigned a Best's Financial Strength
Rating of A (Excellent). The company's Financial Size Category is Class VIII.

RATING RATIONALE

Rating Rationale: The rating and outlook reflect CRC's adequate capitalization, favorable long-term
operating and underwriting performance and the implicit and explicit support provided by Fairfax
Financial Holdings Limited. The majority of premiums written by CRC is ceded from the
subsidiaries of Northbridge Financial Corporation (Northbridge). Partially offsetting these positive
rating attributes are underwriting losses posted by CRC in 2008 and 2009, the increased risk taken on
by CRC through its new 40% quota share with Advent Capital (Lloyd's syndicate 780), and the
company's business concentration with Northbridge. CRC is also exposed to the ongoing competitive
pricing environment as well as weather-related losses. Despite these attenuating factors, on balance,
Best views the outlook as stable.

CRC's underwriting performance in 2008 and 2009 is reflective of soft market conditions and (in
2008) difficult weather conditions in Canada, which negatively affected results. CRC's loss reserve
development has been variable over the years and has cumulatively been slightly deficient over the
last ten years. The investment portfolio has remained conservative with the majority of assets
invested in Canadian government bonds and cash and marketable securities.

Through year-end 2008, CRC maintained a conservative risk profile. However, beginning in 2009
CRC entered into a 40% quota share reinsurance contract with syndicate 780 whose parent - Advent
Capital (Holdings) Plc - is a majority-owned Fairfax affiliate. The assumed retrocessions consist of
worldwide property and catastrophe business which introduces a heightened element of risk and
could result in greater variability of earnings. Fairfax has provided CRC a $15 million guarantee to
support the company's balance sheet. This explicit support was a factor in the affirmation of CRC's
rating. A.M. Best believes that CRC's capital level will remain supportive of its rating.

Best's Financial Strength Rating: A Outlook: Stable

FIVE YEAR RATING HISTORY
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Best's

Date FSR
10/15/09 A
04/29/09 A
08/24/07 A
04/03/06 A-
03/17/06 A-u
07/14/05 A-

BUSINESS REVIEW

The majority of CRC's premium writings is assumed reinsurance from the four operating subsidiaries
of Northbridge Financial Corporation (Northbridge) which is a wholly owned subsidiary of Fairfax
Financial Holdings Limited. The four Northbridge companies are domiciled in Canada. CRC has
recently provided only very modest levels of reinsurance to other Fairfax subsidiaries and to non-
affiliates.

In 2009 CRC entered a 40% quota share contract on reinsurance business only with Advent, an
indirect, wholly-owned subsidiary of Fairfax. Advent retrocedes to CRC with recoverables
collateralized. The expected premium to CRC in 2009 is US$35 million. Fairfax has provided a $15
million guarantee should CRC be unable to pay claims under this treaty.

Pricing is determined by Fairfax actuaries while all underwriting decisions are ultimately reviewed
and signed off by Fairfax's vice-president international operations and CRC President. All treaties are
approved by the CRC Board.

Aside from the Advent book, the most significant catastrophe risk to CRC is a British Columbia
earthquake emanating from Lombard General. The Northbridge subsidiaries cede no U.S. exposure
to CRC.

Regulatory & Accounting Environment: CRC (Bermuda) Reinsurance Limited was incorporated
under the laws of Bermuda on December 29, 1994, and is registered as an insurer under The
Insurance Act 1978 (Bermuda), amendments thereto and related regulations. The company has
received an undertaking from the Bermuda government exempting it from all local income,
withholding and capital gains taxes until March 28, 2016. At the present time, no such taxes are
levied in Bermuda. The company is a wholly-owned subsidiary of Fairfax Financial Holdings
Limited (Fairfax) a company incorporated in Canada.

FINANCIAL PERFORMANCE

CRC's financial results (expressed in Canadian dollars and reported utilizing Canadian GAAP) for
2009 produced an underwriting loss of $35.9 million following a loss of $21.8 million in 2008. The
2009 combined ratio of 115.7 compares with a combined ratio of 112.8 produced in 2008. Included
in the current year's underwriting loss is $32.3 million in adverse development of prior year's loss
reserves. CRC's loss reserve history has been variable and have been slightly deficient, on a
cumulative basis, since 1999. The results in 2008 and 2009 reflect the soft market conditions for
Lombard General, which is the vast majority of CRC business. The results will not necessarily
completely mimic the results of Lombard General as CRC's reported results since 2004 reflect a 20%
calendar year quota share agreement which includes developed accident year results as well as prior

http://www3.ambest.com/ratings/reportserver.asp?x=1&report=086437&altsrc=24 &refstr= 1/7/2011
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year reserve development (both favorable and unfavorable). For years prior to 2004, results reflect a
50% quota share on Lombard General's liability business, which has historically developed
adversely. CRC entered into a 40% quota share treaty with Advent Re, a Fairfax affiliate, applicable
only to Advent Re's reinsurance business.

Interest and dividend income declined in 2009 to $18.5 million, as interest payments on bonds and
cash balances declined as a result of the low interest rate environment that predominated. Dividend
payments also decreased during the year. The company realized losses on investments of $18.4
million in 2009, driven by recognition of $14.9 million in other than temporary impairments. The
aggregate level of realized gains since 2002 amounted to $39.4 million.

CAPITALIZATION

CRC maintains an adequate level of capital, as calculated using Best's Capital Adequacy Ratio and
with consideration of the explicit and implicit support of its ultimate parent, Fairfax. Shareholder's
equity declined in 2009 to $206.2 from $233.4 million at year end 2008, reflecting the underwriting
and realized investment losses which more than offset dividend and interest income. Through 2007,
however, the company typically operated profitably. While underwriting results were varied during
those years, consistently favorable investment earnings (included appreciation in total value of
investments) resulted in profitable operations. Best believes capitalization should remain adequate
for CRC's rating level but is somewhat concerned by the greater level of earnings variability and risk
absorbed by CRC's quota share reinsurance contract with Advent in 2009 which consists of property
and catastrophe business. Catastrophe exposure from Lombard General and Advent are protected by
the underlying company's catastrophe program and the Advent book is further protected through a
$15 million guarantee from Fairfax.

Reserves are certified annually by an independent actuary.

LIQUIDITY

CRC maintains an excellent liquidity position with 27% of the company's total investment portfolio
in cash and marketable securities and an additional 59% in Canadian government bonds. CRC
generates a steady stream of investment income totaling $18.5 million in 2009. In addition, CRC
benefits from its position as a wholly-owned subsidiary of Fairfax Financial Holdings Limited which
maintains substantial cash and liquid assets.
Source of Information: Audited Financial Statement
Summarized Accounts as of December 31, 2009

US $ per Local Currency Unit .95294 = 1 Canadian Dollar (CAD)

ASSETS

12/31/2009 12/31/2009 12/31/2009
CAD(000) % of total USD(000)
Cash and equivalents 115,184 14.7 109,763
Long term fixed maturity investments 458,345 58.7 436,775
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Equity investments 73,383 9.4 69,930
Short term investments 22,874 29 21,798
Other investments 33,729 43 32,142
Invested assets 588,331 753 560,644
Receivables 22,316 2.9 21,266
Intangibles 27,455 3.5 26,163
Equity in unconsolidated subsidiary 28,264 3.6 26,934
Total assets 781,550 100.0 744,770
12/31/2009 12/31/2009 12/31/2009

CAD(000) % of total USD(000)

Property / Casualty reserves 472,576 60.5 450,337
Unearned premium reserves 102,363 13.1 97,546
Total policy reserves 574,939 73.6 547,882
Other liabilities 419 0.1 399
Total liabilities 575,358 73.6 548,282
Equity - common stock 169 0.0 161
Paid-in capital 69,817 8.9 66,531
Accumulated other comprehensive income 23,841 3.1 22,719
Retained earnings 112,365 144 107,677
Total equity 206,192 26.4 196,489
Total liabilities & equity 781,550 100.0 744,770
12/31/2009 12/31/2009

CAD(000) USD(000)

Gross premiums written 232,851 221,893
Net premiums written 232,851 221,893
Change in unearned premiums 4,236 4,037
Net premiums earned 228,615 217,856
Net investment income 18,533 17,661
Net realized gains/(losses) -16,460 -15,685
Net unrealized gains/(losses) -1,256 -1,197
Total revenue 229,432 218,635
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Benefits & reserves
Operating expenses
Non-operating expenses

Total benefits & expenses

Earnings before interest & taxes (EBIT)

Pre-tax income/(loss) from continuing operations

Net income/(loss) before minority interest

Net income/(loss) from continuing operations

Net income/(loss)

STATEMENT OF CHANGES IN EQUITY

Common shares, beginning balance

Common shares, ending balance

Paid-in capital - Beg bal
Paid-in capital - Equity units

Paid-in capital - End bal

AOCI - beginning balance
AOQOCI - change in unrealized gains/losses on investments

AOQCI - ending balance

Retained earnings, beginning balance
Retained earnings, net income

Retained earnings, ending balance

Total shareholder equity

203,939
60,609
2,203

266,751

12/31/2009
CAD(000)
169

169

76,930
-7,113

69,817

6,616
17,225

23,841

149,684
-37,319

112,365

206,192

STATEMENT OF CASH FLOWS

Net cash provided/(used) in operating activities
Net cash provided/(used) in investment activities

Total increase (decrease) in cash

http://www3.ambest.com/ratings/reportserver.asp?x=1&report=086437 &altsrc=24 &refstr=

12/31/2009
CAD(000)
9,868
-93,239

194,342
57,757
2,099

254,198

-35,563

-35,563

12/31/2009
USD(000)
161

161

73,310
-6,778

66,531

6,305
16,414

22,719

142,640
-35,563

107,077

196,489

12/31/2009
USD(000)
9,404
-88,851

-79,448

1/7/2011




AMB Credit Report - Insurance Professional - CRC (BERMUDA) REINSURANCE LIM... Page 7 of 8

Cash, beginning balance 198,555 189,211

Cash, ending balance 115,184 109,763

HISTORY

The company was incorporated under the laws of Bermuda on December 29, 1994, and is registered
as an insurer under the Insurance Act 1978 (Bermuda).

MANAGEMENT

The company is a wholly owned subsidiary of Fairfax Financial Holdings Limited. Fairfax is a
Canadian-based financial services holding company that is publicly traded on the Toronto Stock
Exchange and is engaged in property & casualty insurance and reinsurance and investment
management. Its insurance business is written through 12 subsidiaries. These insurers underwrite a
wide range of property and casualty insurance and reinsurance worldwide.

Officers: Chairman, Ronald Schokking; President, Jean Cloutier; Vice President, Bradley Martin;
Controller, Paul Mulvin.

Directors: Marcello Auscenda, Jean Cloutier, Charles Collis, Christopher Garrod, Ronald
Schokking.

BALANCE SHEET ITEMS

CAD CAD CAD CAD CAD

(000) (000) (000) (000) (000)

2009 2008 2007 2006 2005

Invested assets 588,331 502,190 593,926 483,944 465,987
Total assets 781,550 762,039 751,684 - 691,648 647,772
Total liabilities 575,358 528,640 526,528 531,051 505,130
Total equity 206,192 233,399 225,156 160,597 142,642
Total capital 206,192 233,399 225,156 160,597 142,642

INCOME STATEMENT ITEMS

CAD CAD CAD CAD CAD

(000) (000) (000) (000) (000)

2009 2008 2007 2006 2005

Gross premiums written 232,851 168,324 213,208 231,664 233,473
Net premiums written 232,851 168,416 213,296 231,113 233,269
Net investment income 18,533 23,317 22,663 17,594 9,974
Net realized gains/(losses) -16,460 30,288 -12,810 23,251 19,491
Net income/(loss) -37,319 34,563 21,345 56,190 31,443

LIQUIDITY RATIOS (%)

2009 2008 2007 2006 2005

Total investments to total reserves 122.4 132.7 136.3 120.5 110.9
Liquid assets to total liabilities 116.4 126.8 126.8 110.6 103.0

http://www?3.ambest.com/ratings/reportserver.asp?x=1&report=086437 &altsrc=24 &refstr= 1/7/2011
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Total investments to total liabilities 122.3 132.6 134.7 119.3 110.1
Bonds to total reserves 79.7 66.2 96.6 81.3 79.8
PROFITABILITY RATIOS (%)

2009 2008 2007 2006 2005
Loss ratio 89.2 81.3 66.2 63.1 69.4
Expense ratio 26.5 31.6 28.5 30.3 29.2
Combined ratio 115.7 112.9 94.7 93.4 98.5
Investment income ratio 8.1 13.7 10.4 7.6 43
Return on assets -4.8 4.6 3.0 8.4 5.0
Return on revenues -16.3 204 9.8 24.3 13.5
Return on equity -17.0 15.1 11.1 37.1 21.6

LEVERAGE & DEBT RATIOS (%)

2009 2008 2007 2006 2005
Net premiums written to equity 112.9 72.2 94.7 143.9 163.5
Cash and equivalents to total assets 17.7 34.1 15.3 219 13.9

A Best's Financial Strength Rating opinion addresses the relative ability of an insurer to meet its ongoing
insurance obligations. The ratings are not assigned to specific insurance policies or contracts and do not
address any other risk, including, but not limited to, an insurer's claims-payment policies or procedures; the
ability of the insurer to dispute or deny claims payment on grounds of misrepresentation or fraud; or any
specific liability contractually borne by the policy or contract holder. A Best's Financial Strength Rating is not a
recommendation to purchase, hold or terminate any insurance policy, contract or any other financial obligation
issued by an insurer, nor do they address the suitability of any particular policy or contract for a specific

purpose or purchaser.

A Best's Debt/Issuer Credit Rating is an opinion regarding the relative future credit risk of an entity, a credit
commitment or a debt or debt-like security.

Credit risk is the risk that an entity may not meet its contractual, financial obligations as they come due. These
credit ratings do not address any other risk, including but not limited to liquidity risk, market value risk or price
volatility of rated securities. The rating is not a recommendation to buy, sell or hold any securities, insurance
policies, contracts or any other financial obligations, nor do they address the suitability of any particular

financial obligation for a specific purpose or purchaser.

In arriving at a rating decision, A.M. Best relies on third-party audited financial data and/or other information
provided to it. While this information is believed to be reliable, A.M. Best does not independently verify the
accuracy or reliability of the information. Any and all ratings, opinions and information contained herein are
provided "as is," without any express or implied warranty.

Visit www.ambest.com/ratings/notice for additional information or www.ambest.com/terms.html for details on
the Terms of Use.

Copyright © 2010 A.M. Best Company, Inc. All rights reserved.
No part of this report may be reproduced, distributed, or stored in a database or retrieval system, or
transmitted in any form or by any means without the prior written permission of the A.M. Best Company. While
the data in this report was obtained from sources believed to be reliable, its accuracy is not guaranteed.

AMB Credit Report - Insurance Professional BCR08172010
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Credit Report

August 18,2010

o [
Business Review
Lloyd’s occupies an excellent position in
the global general insurance and reinsur-
ance markets as a specialist writer of
property and casualty risks. Its competitive
strength derives from its reputation for
innovation and flexibility, which is support-
ed by the pool of underwriting expertise in
London. The collective size of the market
allows Lloyd’s syndicates, which operate as
individual businesses, to compete effective-
ly with major international groups under
the Lloyd’s brand and with the support of
the Central Fund.

Over the last five years, Lloyd’s business
profile has been enhanced by the resolution
of legacy issues, particularly completion of
phase one and two of the Equitas reinsur-
ance transaction in 2006 and 2009, and more
recently by the resilience of its operating
performance and capitalisation in difficult
economic conditions. Additionally, the sub-
scription market, which is a core characteris-
tic of Lloyd’s, has proved attractive to insur-
ance buyers, as the financial turmoil of 2008
highlighted the advantage of spreading risk
among different counterparties. As a con-
sequence, Lloyd’s entered 2009 in a strong
position, well placed to compete against
rivals weakened by the financial crisis.

In 2010 and beyond, Lloyd’s faces a tougher
competitive environment, following the
recovery of insurers’ balance sheets during

Exhibit 1
Calendar Year Gross Written Premium
By Main Business Class (2008-2009)

(GBP Millions)
%

2008 2009 change
Reinsurance 6,298 7,989 26.8
Property 3,971 4,954 248
Casualty 3,762 4,320 14.8
Marine 1,334 1,606 20.4
Energy 1,150 1,37 19.2
Motor 939 1,118 19.1
Aviation 481 551 14.6
Life 49 60 224
Total from syndicate operations 17,984 21,969 22.2%
Transactions bet\{veen syndicates and the Society and 1 4
insurance operations of the Society
Total calendar year premium income 17,985 21,973 22.2%

Note: Figures include brokerage and commission.
Source: Lloyd's Annual Report 2009

2009. Despite this, it is expected to main-
tain a leading position in its core marine,
energy, aviation and specialty lines, and is
likely to remain a significant writer of catas-
trophe-exposed business.

Lloyd’s overall underwriting portfolio
remains weighted towards direct business,
with insurance representing 64% of gross
premium in 2009 and reinsurance account-
ing for the balance. Exhibit 1 shows Lloyd’s
calendar year premium in 2008 and 2009,
split by main class of business. The market’s
overall GWP increased by 22% in 2009 to
GBP 21,973 million. However, after account-
ing for a decrease in the average value of
sterling relative to foreign currencies, par-
ticularly the U.S. dollar, growth in constant
currency terms was only 8%. The number of
syndicates rose from 80 at 1 January 2009 to
85 at 1 January 2010 (including two Reinsur-
ance to Close syndicates). Eight new syndi-
cates, including four launched on 1 January
2010, entered the market, while two existing
syndicates merged with other syndicates
and one ceased operating.

All classes contributed to growth in 2009.
Reinsurance premium rose 27%, buoyed by
double-digit rate increases at the January
renewals and a strong U.S. dollar. Property
business increased by 25%, driven by favour-
able market conditions for U.S. catastrophe-
exposed business in the early part of the
year. Rate increases for both classes had
either stalled or begun to reverse by the

end of the year, as the capital recovery in

the insurance industry led to an increase in
capacity. Pricing for risks without U.S. catas-
trophe exposure remained under pressure
throughout 2009 due to ongoing competition.

Casualty premiums increased by 15% dur-
ing the year, due in part to foreign exchange
movements. Capacity in the sector remained
high and premium rates were on the whole
either flat or declining, although substantial
increases were achieved for financial insti-
tutions business. Rates in the U.K. motor
market are improving from a low base in
response to pressure on profit margins and
in 2009 supported a 19% increase in premi-
um income. The aviation market remained
competitive throughout the year, despite a
number of large losses. Lloyd’s participation
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in the direct aviation market was stable at
constant exchange rates, although premi-
ums rose 15% once the effects of foreign
exchange movements are included.

On the back of another year of significant
hurricane losses in the Gulf of Mexico,
energy underwriters were able to achieve
strong rate increases and improvements in
terms and conditions in 2009. As a result,
syndicates were able to cut back aggre-
gate exposure without reducing premium
income. Reported premium growth was
strong at 19% but was a modest 3% on a
local currency basis. The strong U.S. dollar
also played a role in the 20% rise in marine
premium. Small rate increases at the begin-
ning of 2009 for hull and marine liability
business had petered out by year-end. Both
hull and cargo business were affected by
the economic slowdown, which led to a
reduction in exposure for insurers.

The territorial scope of business written at
Lloyd’s and the market’s worldwide access

to business remain positive rating factors.
Through its global infrastructure and network
of licences, Lloyd’s provides syndicates with
access to a wide international client base.

In 2009, Central Asia and Asia Pacific, other
Americas and the rest of the world together
accounted for 19% of the market’s GWP. In
May 2010, Lloyd’s was granted a licence to
write direct business in China, alongside the
reinsurance business for which it already has
alicence. Lloyd’s will now begin work to con-
vert its existing company, Lloyd’s Reinsurance

Exhibit 2
Gross Premium by Territory (2009)

45%

US. & Canada W U.K. I Europe [ Rest of World
I Other Americas M Central Asia & Asia Pacific
Source: Lloyd’s Annual Report 2009

Company (China) Ltd., into Lloyd’s Insurance
Company (China) Ltd., in order to reflect that
it is now licenced to write reinsurance and
direct insurance. The whole process, includ-
ing the development of required infrastruc-
ture, could take up to a year.

In April 2008, following legislative changes,
Lloyd’s became the first admitted reinsurer
in Brazil and opened a representative office
in Rio de Janeiro a year later.

Expanding Lloyd’s global reach is expected
to remain an important part of the Cor-
poration’s strategy, although the existing
geographical bias towards North America
and the United Kingdom is likely to be
maintained. In 2009, these mature markets
accounted for 45% and 20% of 2009 GWP
respectively (see Exhibit 2).

Lloyd’s U.S.-domiciled business consists
primarily of reinsurance and surplus lines
business (see Exhibit 3). Almost half of
surplus lines business written by Lloyd’s
syndicates is via coverholders. This distri-
bution channel is also important in Canada,
where Lloyd’s writes primarily direct busi-
ness, with reinsurance accounting for a
much smaller share. Lloyd’s participation in
admitted U.S. business (i.e., direct business
excluding surplus lines) is relatively mod-
est. Lloyd’s has admitted licences in Illinois,
Kentucky and the U.S. Virgin Islands, and
also writes direct non-surplus lines busi-
ness in lines exempt from surplus lines laws
(principally marine, aviation and transport
risks). Lloyd’s single-state licences were
initially secured for historic reasons and are
not widely exploited by syndicates.

Europe is the market’s third largest segment
at 16% of GWP and is a region where Lloyd’s
has identified opportunities for syndicates to
increase their share of niche business, par-
ticularly small specialist risks. In A.M. Best’s
opinion, progress in this area is likely to be
slow given the competitiveness of the Euro-
pean market, which is already well served by
established companies. Moreover, cultural
and language differences, together with varia-
tions in distribution practices, are likely to
pose a challenge to Lloyd’s businesses. The
focus on niche lines where Lloyd’s syndicates
can add value compared to the local market
will therefore be important.
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Exhibit 3

The distribution of Lloyd’s business is
dominated by brokers, which play an
active part in the placement of risks and in
providing access to regional markets. The
three largest brokers are important to the
market, together accounting for almost half
of premiums placed at Lloyd’s. However,

as regional insurance centres continue to
grow, threatening the flow of business into
London, A.M. Best expects Lloyd’s to invest
time and resources in the development of
relationships with smaller, local brokers.

Coverholders, which write business on
behalf of syndicates under the terms of a
binding authority, will also be important in
bringing regional business to Lloyd’s, pro-
viding the market with access to small and
medium-sized risks. In order to facilitate
expansion through this distribution chan-
nel, work has been initiated to improve the
understanding of coverholders and to opti-
mise procedures. Concurrently, the Corpora-
tion is working with broker and market asso-
ciations to promote the coverholder channel
via increased marketing in certain territories.

Business Environment

General Market Conditions

Capacity at the start of 2010 was plentiful due
to the recovery of insurers’ balance sheets,
combined with continued weak economic
conditions, which reduced the demand for
some lines of insurance. Consequently, mar-
ket conditions deteriorated in the first half

of the year, with rates in most classes either

U.S. Profile of Lloyd’s (2005-2009)

(USD Millions)

Compound
Annual

2005 2006 2007 2008 2009 Growth Rate

Lloyd’s Surplus Lines
Premiums

Total U.S. Surplus Lines
Premiums

4675 5989 6,360 6,062 6,090 7%

33,281 38,698 36,636 33,353 32,620 -1%

Lloyd's Share of U.S.
Surplus Lines Premiums

14% 15% 17% 18% 19%

Lloyd's U.S. Direct
Business

(Excluding Surplus Lines)
Lloyd's U.S. Reinsurance
Lloyd’s Total U.S. Situs
Business

1,034 1,216 1,207 1,232 1,247 5%

3,762 4,849 10%

9,471 12,054

4,939 5,019
12,506 12,313

5,508
12,845 8%

Source: Lloyd’s, A.M. Best Co. and National Association of Insurance Commissioners

flat or decreasing. There were pockets where
rates improved, generally for lines affected
by poor loss experience in the previous year.
Rates for U.K. motor business continued

to rise after a difficult 2009 and amid con-
cern regarding future claims inflation. Simi-
larly, both prices and terms and conditions
improved for trade credit business.

The Chilean earthquake and Australian
storms in the first quarter of 2010 have
failed to temper the decline in property
catastrophe pricing outside directly affect-
ed territories. However, the erosion of the
amount companies budget for catastro-
phes, prior to the U.S. hurricane season,
means that the landfall of one or more large
hurricanes could have a significant effect
on insurers’ profit expectations in 2010.
Only once loss experience leads to an ero-
sion of capital does A.M. Best anticipate a
general market move to increase prices.

The downward trend in energy rates has
reversed in the wake of the Deepwater
Horizon oil rig disaster, particularly for
liability business. However, the impact of
increases on 2010 income will be limited, as
insurers had written the majority of their
energy premium by early July. Major losses
during the Gulf of Mexico hurricane season,
coupled with uncertainty surrounding any
future legislation on deepwater drilling,
could prompt a withdrawal of capacity and
a more general rise in rates in 2011.

Casualty rates were stagnant in 2009 and
have been flat overall in the first half of

2010. The financial crisis has not yet had a
significant impact on loss experience, and
the 2002-2006 years, when pricing and terms
and conditions were good, are running off
well, allowing insurers to make releases from
reserves. However, losses arising from the
financial crisis could still materialise over the
next few years, once regulators and other
interested parties have had time to carry

out investigations of perceived wrongdoing
during the lead-up to the crisis. In A.M. Best’s
opinion, uncertainty therefore remains about
the adequacy of casualty pricing levels.

Operational Change at Lloyd’s

Over the last few years, Lloyd’s has made
good progress in reforming key operational
processes. A number of reform projects
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have been successfully completed, with
pre-bind contract certainty, use of the
Accounting & Settlement (A&S) reposi-
tory and the Electronic Claims File
(ECF) repository now considered “busi-
ness as usual.” However, further work is
needed to ensure that Lloyd’s maintains
and builds on its competitive position
in the international insurance market

in the face of strong competition from
rivals. Operational reform is therefore
expected to remain an important focus
for the Corporation.

The key market operations initiative in
2010 is the pilot of the Lloyd’s Exchange,
a messaging hub service which lets users
transfer risk information using ACORD
standard electronic messages. The func-
tionality of the Exchange is simple, and
at present it has only an address book
and a verification system that checks
that a message is compliant with ACORD
standards. The simplicity is intentional
and allows managing agents to continue
to use their own systems together with
the Exchange, while third-party suppliers
are able to build systems that work with
it. The initial pilot started in May 2009
with the aim of getting brokers and man-
aging agents connected, tested and ready
for live operation on the Exchange. In
tandem with this project, Lloyd’s contin-
ues to promote the adoption of a single
set of ACORD standards for the market.
The ultimate aim of this work is to enable
all risk transactions to be handled elec-
tronically via the Exchange, which would
speed up transaction time.

Support for the Exchange has been
strong, with 100% of managing agents
and more than 80% of the top 30 brokers
(by premium) signed up as at June 2010.
A new phase of the pilot scheme com-
menced in June 2010, which involves
placing endorsements via the Exchange
for direct marine hull and cargo busi-
ness. Lloyd’s has published a target of
70% of managing agents and 50% of bro-
kers to be receiving and sending endorse-
ment messages for the pilot classes in
the ordinary course of business by the
end of 2010. More classes are likely to be
added later in the year if the initial pilot
is successful.

There is also a new claims process pilot

in 2010, targeted at speeding up claims
settlement for smaller claims and focusing
additional resources on those of higher
value. The initial pilot for three classes of
business involves fast-track settlement of
smaller, less complex claims, whereas larg-
er claims receive additional oversight. The
new process also enables managing agents
to have greater involvement in the claims
agreement process and enhances the cen-
tral performance management framework,
particularly with regard to oversight and
management information.

The Corporation is also working on
streamlining and standardising the col-
lection and management of market data
under its information and reporting proj-
ect. The aim of this project is to ratio-
nalise information requirements across
the Corporation and so cut the administra-
tive burden of doing business at Lloyd’s.

Regulatory and

Accounting Environment

Regulatory oversight of the Society of
Lloyd's and its managing agents is currently
the responsibility of the United Kingdom'’s
Financial Services Authority (FSA). In June
2010, the United Kingdom's government
announced its plans to abolish the FSA and
introduce instead a system whereby the
Bank of England has regulatory oversight
of the solvency position of banks and insur-
ers, while the consumer protection work
currently carried out by the FSA will be
taken over by a new agency.

The principal regulatory challenge fac-

ing Lloyd’s, as with other insurers in the
European Union, is the implementation

of Solvency II. The proposed regulatory
and capital regime is an attempt to bring a
harmonised, principles-based approach to
insurance legislation within the European
Union. It will apply to the “association of
underwriters known as Lloyd’s” as a collec-
tive entity. Neither Solvency Il nor existing
insurance directives make provision for the
authorisation as insurers of Lloyd’s mem-
bers or syndicates on their own behalf.

In view of its position at the centre of the
association of underwriters, the Corpo-
ration of Lloyd’s is active in seeking to
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ensure that all syndicates will meet the
Solvency Il requirements. This work is
consuming significant resources both at
the Corporation and at individual man-
aging agents. To help managing agents
achieve readiness by the time Solvency
Il is implemented, Lloyd’s is conduct-
ing a dry run exercise for agents, which
started in Spring 2010. Lloyd’s published
extensive guidance for this exercise in
November 2009 and March 2010. While
agents are not expected to be compliant
with Solvency Il standards at this time,
Lloyd’s will be looking for evidence that
the market has progressed beyond the
planning stage and that managing agents
are able to address at least the minimum
requirements set out in the published dry
run guidance.

A key element in Lloyd’s preparations
for Solvency Il is its own internal model,
with the building phase having started
in the first quarter of 2010. As individual
syndicate models will form an integral
part of the Lloyd’s Internal Model (LIM),
Lloyd’s has mandated that each syndicate
must build its own internal model, which
must meet Solvency Il standards, rather
than relying on the standard formula to
calculate its required capital. The LIM is
being built on a different software plat-
form from the existing model used for
calculating the Society’s Individual Capi-
tal Assessment (ICA), as it offers a more
powerful suite of mathematical and sta-
tistical tools. The first two stages of the
model's development are scheduled to
be complete by the end of June 2010 and
December 2010.

Method of Accounting

A.M. Best believes that Lloyd’s method

of accounting remains complex, although
the introduction of annual accounting in
2005 has provided financial information
comparable to standard insurance com-
panies. The annual report includes pro
forma financial statements (the financial
results of Lloyd's and its members taken
together) and Society of Lloyd’s financial
statements for which the Society has
adopted International Financial Reporting
Standards (IFRS). The traditional Lloyd’s
underwriting year of account information

is no longer presented.

The pro forma financial statements (PFFS)
include the aggregate accounts (based on
syndicate accounts compiled in accordance
with UK. Generally Accepted Accounting
Principles [GAAP]), members’ funds at
Lloyd’s (FAL) and the statements for the
Society of Lloyd’s. In order to ensure that
the accounts are presented on the same
basis as other insurers, certain adjustments
are made to Lloyd’s capital and invest-
ment return (there is a notional investment
return on FAL included in the non-techni-
cal account). The sum of the individual
audited syndicate accounts is presented in
the aggregate statements, the replacement
for Lloyd's traditional three-year accounts.
The Society statements present the central
resources of Lloyd's (e.g., the Central Fund).
While the PFFS include Lloyd’s central
resources, the presentation is in UK. GAAP
as opposed to IFRS, which is used for the
Society statements.

Managing agents are required to prepare,
subject to certain exceptions, underwrit-
ing year accounts on a three-year fund
basis as well as annual accounts for

each syndicate in accordance with UK.
GAAP. The syndicate underwriting year
accounts largely resemble Lloyd’s tradi-
tional three-year accounts, which were
used for Lloyd’s accounts until 2005. This
method of accounting is appropriate for
the annual venture structure under which
third-party capital providers can join and
leave syndicates each year. If all the mem-
bers agree or if there is no underwriting
year being closed, then these accounts
are not required. However, as underwrit-
ing year accounts are required for mem-
bers’ tax purposes, this is only likely to
occur in practice on single-member cor-
porate syndicates.

Following the adoption of the Finance Act
2009, the tax treatment of Lloyd’s corpo-
rate members’ reserves was brought into
line with the treatment for general insur-
ers by introducing claims equalisation
reserves. This is a tax adjustment only
for Lloyd’s members and has no impact
on reserving for accounting purposes or
for capital setting. It is expected that this
will reduce the volatility of members’ tax
results and provide members with a cash-
flow benetfit.
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Financial Performance
Lloyd’s performance in 2010 is likely to be
weaker than in 2009, taking into account the
Chilean earthquake and Deepwater Horizon
oil rig catastrophes early in the year. The
market’s overall combined ratio is expected
to deteriorate to between 95% and 100%,
assuming a normal pattern of catastrophe
losses for the remainder of the year, which
is a marked increase from the excellent 85%
reported in 2009 (see Exhibit 4). Prior year
reserve movements are expected to have a
positive, albeit reduced, impact on under-
writing earnings.

Market conditions are expected to remain
challenging for most lines of business
throughout 2010. With no major hurricane
activity in 2009, rates are not hardening for
catastrophe-exposed property business

in the reinsurance and property markets.
The Chilean earthquake in February 2010,
for which the reinsurance market will bear
most of the cost, is not expected to have
any significant effect on pricing. The Deep-
water Horizon oil rig loss has brought about
a hardening of rates in the offshore energy
sector, but too late for the bulk of this year’s
renewals. Elsewhere, the motor market is
likely to maintain upward momentum in pre-
mium rates during 2010, compelled by poor
results across the industry. Similarly, the
aviation market is expected to enjoy a mod-
est hardening of rates, but any increases are
unlikely to be sulfficient to alleviate pressure
on profit margins.

There is continuing uncertainty as to the
extent of the market’s exposure to claims aris-
ing from the global financial crisis, principally
through professional indemnity and directors’
and officers’ insurance. Since 2000, there has
been a significant reduction in the amount of
large U.S. financial institutions business writ-
ten at Lloyd’s, and notified claims arising from
the financial crisis are significantly lower than
Lloyd’s originally envisaged.

The general outlook for 2010 continues to
be dominated by the uncertain impact of
the economic downturn. Concerns over the
ability of some countries to finance their
debt have only added to that uncertainty.
With interest rates likely to remain low for
an extended period, the absence of material
investment income increases the need for

underwriting discipline. A.M. Best believes
that better underwriting and risk manage-
ment standards at syndicates, together
with the oversight and activities of the Per-
formance Management Directorate (PMD)
(formerly the Franchise Performance Direc-
torate), are likely to support the market
through the soft phases of the underwrit-
ing cycle. The PMD reviews and approves
syndicate business plans and monitors
performance against these plans. Addition-
ally, it continues to improve the support it
provides to managing agents, principally
through the provision of market information
and regular performance analysis.

With interest rates likely to remain low
during 2010, A.M. Best anticipates modest
investment returns for the year. Earnings
from syndicates’ premium trust funds,
which make the largest contribution to
Lloyd’s overall investment income, are
likely to be lower than in 2009, given the
current economic conditions. However, the
conservative investment strategy followed
by the majority of syndicates reduces the
potential for substantial investment losses.
Central Fund assets are invested mainly

in high-quality, fixed-interest securities,
but riskier assets are held that are likely

to contribute a more volatile element to
the investment return. The Central Fund’s

Exhibit 4

Summary of Results
(2005-2009 Pro Forma Financial Statements)
(GBP Millions)

2005 2006 2007 2008 2009
Gross Written Premium 14,982 16,414 16,366 17,985 21,973
Net Written Premium 11,770 13,201 13,256 14,217 17,218
Net Earned Premium 11,785 12,688 13,097 13,796 16,725
Net Incurred Claims 9,505 6,219 6,547 8,464 8,624
Net Operating Expenses 3,785 4,101 4,566 4,987 5,712
Underwriting Result -1,505 2,368 1,984 345 2,389
Other Expenses -96 -367 -145 597 =290
Investment Return 1,498 1,661 2,007 957 1,769
Profit on Ordinary Activities -103 3,662 3,846 1,899 3,868
Loss Ratio 81% 49% 50% 61% 52%
Expense Ratio 32% 31% 34% 35% 33%
A.M. Best Combined Ratio 113% 80% 84% 96% 85%
Investment Income Ratio 13% 13% 15% 7% 1%
Operating Ratio 100% 67% 69% 89% 74%

Source: Lloyd’s Annual Report, A.M. Best Co.
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Exhibit 5

fixed-interest securities are largely invested
in the United Kingdom (50%), the United
States (12%) and Germany (10%). There is
negligible exposure to sovereign and cor-
porate debt issuers domiciled in Ireland or
southern European countries.

Performance in 2009

The pretax profit in 2009 of GBP 3,868 mil-
lion (2008: GBP 1,899 million) represented
a record result for Lloyd’s, reflecting the
year’s generally benign catastrophe experi-
ence and an improved investment environ-
ment. Moreover, these results were after
foreign exchange losses of GBP 439 million
(2008: gain of GBP 853 million), including
the reversal of a GBP 370 million gain in
2008 attributable to IFRS foreign exchange
adjustments on non-monetary items such
as unearned premium reserves.

Over the past four years, Lloyd’s perfor-
mance has been comparable to or better
than that of its peers (see Exhibit 5),
irrespective of whether catastrophe experi-
ence was below or above average. Reserve
releases have made a significant contribu-
tion to Lloyd'’s relative performance, par-
ticularly in 2008 and 2009.

Last year, catastrophe experience was

benign principally because the Atlantic
windstorm season did not generate any
major hurricanes that made landfall. In
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fact, the number of natural catastrophes
reported in 2009 was higher than the
10-year average and included European
windstorm Klaus and severe July weather
in Austria and Switzerland, with combined
insured losses of approximately USD 4.5
billion. However, the Lloyd’s market did not
have a significant level of exposure to these
events. Major losses in 2009 added only 2
percentage points (2008: almost 13) to the
combined ratio.

For the fifth successive year, the underwrit-
ing result in 2009 benefited from an overall
release from prior year reserves. The release
of GBP 934 million included an exchange gain
of GBP 28 million (2008: release of GBP 1,265
million, including exchange gain of GBP 399
million), which reduced the year’s combined
ratio by 5.6 percentage points (2008: 9.2).
Whilst A.M. Best believes reserve adequacy
for the years 2002 to 2006 remains strong
despite the releases, future redundancies
are likely to be lower as these years reach
maturity. In addition, market conditions
deteriorated in 2007 and 2008, particularly
for casualty business, and significant redun-
dancies from these years are less likely to
emerge. Following several years of material
reserve strengthening, claims reserves for
casualty business written between 1997 and
2001 have been stable since 2006.

Lloyd’s expense ratio (expressed as a per-
centage of net written premium) decreased
in 2009 to 33% from 35% in 2008. The most
significant part of operating expenses

is acquisition costs, which increased by
18.5% to GBP 4.4 billion as compared with
the 22% increase in business underwritten.
The other main element is administrative
or management expenses, which remained
relatively stable at

GBP 1.3 billion. Included in that figure is
managing agent profit commission of

GBP 287 million (2008: GBP 359 million),
reflecting the excellent 2007 closed year profit.

Following the comparative recovery in the
second half of 2009 in global investment mar-
kets, particularly in equities and corporate
bonds, Lloyd’s produced total investment
income of GBP 1,769 million (2008: GBP 957
million), which equated to an overall return
of 3.9% (2008: 2.5%). Income from syndicates’
premium trust funds at GBP 1,387 million
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represented the most significant component
of overall income and was largely driven by
returns in the U.S. dollar and sterling fixed-
income markets. In recent years some syndi-
cates have increased their exposure to more
volatile asset classes, although a number of
syndicates subsequently derisked their port-
folios following investment losses in 2008.
Overall, portfolios remain dominated by high-
quality, short-duration, fixed-income securi-
ties. Investment returns differed significantly
between syndicates, with low returns achieved
by syndicates with cash and high-quality
sovereign bonds and higher returns coming
from those syndicates with higher exposure to
corporate bonds. Syndicates which performed
relatively poorly in 2008 were amongst the
strongest performers in 2009.

Excluding the gain on the repurchase of
debt securities, the return on Central Fund
assets in 2009 was 3.6%, down from 7.2%
the previous year. This decrease was prin-
cipally due to the poor performance of
government bonds and to foreign exchange
losses from net investment exposures to
the Euro, which are maintained to match
similar currency exposures from liabilities.
The notional return on members’ FAL fell to
2.2% from 2.7% in 2008.

Exhibit 6 shows the class of business break-
down for Lloyd’s performance based on the
aggregate accounts. The three ratios shown
for each class are the accident year loss ratio;
the calendar year loss ratio, which is the acci-
dent year loss ratio adjusted for prior year
reserve movements; and the expense ratio.
The expense ratio is added to each of the loss
ratios to give the accident year combined
ratio and the calendar year combined ratio.
The chart shows that, on a calendar year
basis, all classes except motor contributed
positively to Lloyd’s overall underwriting
performance in 2009, with prior year reserve
releases reducing the combined ratio for each
business class, again except motor. Profit-
ability in this class was eroded by claims infla-
tion in respect of frequency and severity of
personal injury awards and increasing credit
hire costs. Strengthening prior year reserves
added 4 percentage points to the accident
year combined ratio of 103%.

In the absence of any major hurricane or
other severe catastrophe losses in the United

Exhibit 6

Combined Ratios by Business Class (2009)
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States, the reinsurance class achieved an
excellent accident year performance, assist-
ed by the favourable impact of exchange rate
movements. On a calendar year basis, results
were boosted by further releases of catas-
trophe reserves, given stable development

in property claims for hurricanes Gustav

and Ike. The property class also benefited
from an absence of large losses and major
catastrophes, although attritional losses from
weather-related claims and weaker terms and
conditions contributed to deteriorating loss
ratios. The accident year combined ratio was
satisfactory at 98%, and further releases from
reserves for 2002 to 2006 helped the calendar
year ratio by over 3 percentage points.

After the significant offshore losses in the
Gulf of Mexico in 2008, energy rates hard-
ened and terms and conditions improved
for offshore business in the region and,

to a lesser extent, elsewhere for both
offshore and onshore business. Outside
the Gulf, however, the rate increases
were short-lived as underwriting capacity
quickly returned to the class. Although
there were no major losses in the Gulf

in 2009, there were the significant West
Atlas (Timor Sea) and Ekofisk (North Sea)
losses. The losses from hurricane Ike sta-
bilised, and a prior year surplus reduced
the accident year loss ratio by 6 percent-
age points to give a good calendar year
combined ratio of 82%.

Aviation business again performed poorly on
an accident year basis, taking into account

Expense Ratio
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the large airline losses of Air France, Colgan
Air and Yemenia Airways. Although there

was some improvement in pricing following
these losses, overcapacity continued to exert
competitive pressure on rates in most areas.
The accident year combined ratio of 108% was
reduced by a substantial prior year reserve
release to produce a calendar year combined
ratio of 92%. The marine sector produced sat-
isfactory accident and calendar year results,
despite the impact of the global recession on
insurance demand. Early rate increases, driven
mainly by hull and marine liability, dwindled
due to overcapacity, as more and more ships
were laid up and trade volumes declined.

In the casualty sector, the overall rating
environment was broadly flat during 2009.
Both attritional and large losses were lower
than expected at the beginning of the year,
especially in respect of financial crisis related
claims. However, the depth and duration of
the recession may mean that it takes some
time for its full effects to be felt. For a fifth suc-
cessive year, underlying claims development
produced a surplus, which improved the com-
bined ratio by 8 percentage points to 91%.

The overall performance of the Lloyd’s mar-
ket represents the aggregate performance of
its separate trading businesses. It therefore
includes outstanding performance from
Lloyd’s better businesses offset by weaker
results at the other end of the scale. To this
extent, Lloyd’s performance is not directly
comparable to that of other insurers because
it has not been actively managed centrally

in the way that the performance of an insur-
ance company is. The PMD has a definite role
in agreeing business plans and monitoring
performance through a variety of monthly,
quarterly and annual reports and returns, but
Lloyd’s continues to be a market of compet-
ing businesses, each with its own separate
decision-making processes. Exhibit 7 shows
the quartile split of the Lloyd’s combined
ratio based upon cumulative net earned
premiums, In 2009, the strongest performing
quartile produced an average combined ratio
of 69%, as compared with 104% produced by
the weakest performing quartile.

Open Year Performance

Under Lloyd’s three-year accounting policy,
the 2007 year of account closed with an
excellent profit of GBP 2.8 billion (2006:

Exhibit 7
Combined Ratios by Quartile (2009)
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Note: Combined ratios are stated prior to elimination of
transactions between syndicates and the Society.
Source: Lloyd's

Combined Ratio (%)

GBP 4.0 billion), following a second year

of benign catastrophe experience but a
less favourable rating environment than

in 2006, Lloyd’s estimate for the 2008 year
of account, based on the amalgamation of
individual syndicate forecasts from manag-
ing agents, improved during 2009 to a com-
paratively modest profit of GBP 679 million.
This reflects the impact of the losses from
hurricanes Gustav and Ike, although the
development of the losses has stabilised
with marginally lower ultimate loss esti-
mates. The forecast for the 2009 year of
account is currently a good profit of

GBP 1.9 billion as a result of the benign
catastrophe experience, although this will
deteriorate due to losses from Deepwater
Horizon and the Chilean earthquake.

The expectation of stronger performance
in 2009 compared with 2008 is supported
by Exhibit 8, which shows development in
Lloyd’s loss ratios (including paid and out-
standing claims net of brokerage).

Lloyd’s Forecasts

Exhibit 9 shows the progression in Lloyd’s
forecasts on a three-year basis together with
the ultimate result achieved after 36 months
(for all years up to 2007).

The chart shows that for the two most
recent years, the 2006 and 2007 years
of account, managing agents underesti-
mated the profit finally achieved. This
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was principally due to a large, unforesee-
able foreign exchange gain in 2008. The
forecasts for 2008 show an improvement,
with estimates for hurricane Ike losses
remaining stable. With effect from the
2009 year of account, Lloyd’s no longer
publishes forecasts from the syndicates
at the 12-month stage, so only the 15-
month position for the 2009 year of
account is shown.

Society of Lloyd’s

The Society of Lloyd’s produces consolidated
accounts in respect of Lloyd’s activities aside
from the underwriting market’s activities cov-
ered by the aggregate accounts. The purpose
of the Society is to facilitate the underwriting
of insurance business by Lloyd’s members,
to protect members’ interests in this context
and to maintain Lloyd’s Central Fund.

The Society produced a surplus after tax in
2009 of GBP 143 million, an improvement

on the surplus of GBP 102 million in 2008.
This is the fourth successive surplus to be
reported, although the Society is a nonprofit
organisation. The increase in the surplus was
attributable to several different factors, the
most significant being the profit of GBP 36
million on the repurchase of subordinated
debt. This gain, combined with a positive net
movement of GBP 92 million in unrealised
exchange gains on borrowings, more than off-
set the decrease in investment return to GBP
80 million from GBP 165 million in 2008. This
was because investments include currency
exposures adopted to offset those arising on
the liabilities.

Capitalisation

Lloyd’s is expected to maintain a solid
capital base in 2010 and into 2011. After
accounting for the buy-back of GBP 102
million of subordinated debt in the first
half of 2009, central assets for solvency
purposes rose 8% in 2009 to GBP 2,811
million. However, as shown by Exhibit 10,
nearly all of this increase is in the callable
layer, the contingent capital contribution
of up to 3% of members’ overall premium
limits that Lloyd’s can call if the funds are
needed. Central assets otherwise were
stable at GBP 2 billion and are expected to
remain at a comparable level in 2010. At
this level, A.M. Best believes there is

Exhibit 8

Global Net Incurred Loss Ratios (2002-2009)

Quarter 2002 2003 2004 2005 2006 2007 2008 2009
1 07% 07% 11% 21% 08% 11% 0.0% 0.9%
2 25% 26% 3.0% 43% 25% 34% 22%  32%
3 73% 61%  98% 140% 63% 81% 7.9% 7.9%
4 159% 121% 21.6% 36.9% 126% 154% 21.4% 15.8%
5 251% 19.1% 30.9% 47.2% 19.4% 24.0% 31.5%
6 327% 246% 39.3% 57.3% 263% 324%  39.7%
7 39.6% 30.1% 46.1% 657% 326% 39.3% 47.0%
8 45.4% 344% 55.4% 70.6% 375% 47.8%  52.6%
9 48.8% 36.8% 59.0% 725% 404% 51.7%
10 51.8% 38.9% 614% 74.8% 428% 54.0%
11 54.0% 40.3% 627% 76.9% 443% 56.4%
12 55.3% 40.2% 635% 785% 458%  58.3%

Note: Denominator is estimated 12th quarter net premium (net of brokerage).
Net incurred loss ratios exclude IBNR provisions.
Source: Lloyd’s

Exhibit 9
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sufficient tolerance for Lloyd’s to with-
stand a significant stress scenario without
threatening the market’s solvency.

With solvency shortfalls in respect of insol-
vent members having fallen to GBP 59 mil-
lion in 2009 from GBP 133 million at the end
of 2008, large drawdowns on Central Fund
assets are not anticipated. Following a net
reduction of 15 run-off syndicate years of
account during 2009, a further decrease is
likely, owing in part to the risk-based over-
sight of existing syndicates by the Franchise
Board and the continuing availability of
Reinsurance to Close (RITC) offers in the
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Exhibit 10

market. In the medium term, the members’
Central Fund contribution rate is expected
to remain stable at 0.5% of gross written pre-
miums. With aggregate premiums in excess
of GBP 20 billion, annual contributions to
central assets of over GBP 100 million help
to ensure the stability of the Central Fund
for the foreseeable future.

The Corporation of Lloyd’s is responsible for
setting capital both centrally and at member
level. During 2009 and into 2010, Lloyd’s has
made further progress integrating Individual
Capital Assessments (ICAs) into its member-
level capital-setting process, with the develop-
ment of the integrated capital platform (ICP)
and member capital allocation tool (MCAT).
The ICP benchmark is to be used for the 2011
and 2012 ICA process, replacing the risk-based
capital (RBC) syndicate benchmark model,
which has been officially decommissioned.

The capital to support underwriting at
Lloyd’s is supplied by members on an annual
basis, and an important factor in A.M. Best’s
analysis of Lloyd’s is its ability to retain and
attract the capital required for continued
trading. Capital is provided by a diverse mix
of sources, including UK. listed companies,
private individuals and insurance industry
sources in Bermuda, the United States and
the rest of the world. In A.M. Best’s opinion,
Lloyd’s continues to demonstrate good finan-
cial flexibility. During 2009 and in early 2010,
there was further investment in Lloyd’s, with
anumber of non-Lloyd’s insurance groups
either acquiring a managing agent or setting
up a new syndicate. Additionally, many exist-
ing members were able to raise extra capital
to support underwriting.

The Lloyd’s market continues to attract new
capital and to ensure that capital is preserved.

Central Assets for Solvency (2008-2009)

(GBP Millions)

2009

2008

0

1 1 1 ! 1
1,000 1,500 2,000 2,500 3,000

Net Central Fund assets and other net assets of the Society
M Subordinated loan notes and perpetual capital securities
[ Other solvency adjustments
[ Callable Central Fund contributions

Source: Lloyd’s Annual Report 2009

A.M. Best expects underwriting discipline at
Lloyd’s to be maintained, especially in the
current challenging business conditions.
Additionally, Lloyd’s has a rigorous process
in place to assess and monitor new entrants,
which is likely to protect overall market per-
formance and ultimately central capital. This
process is managed by Lloyd’s Relationship
Management team, in conjunction with a
multidisciplinary team including senior man-
agement from the Performance Management
Directorate (PMD). All new entrant applica-
tions must be approved by the Franchise
Board. Key issues that are taken into account
include the applicant’s preparedness for Sol-
vency Il and ability to execute its business
plan in current market conditions. Corporate
members underwriting on new syndicates
are required to contribute to the Central Fund
at a higher rate for their first three years of
operation at Lloyd’s (the rate for 2010 is 2%).
The capital requirement for new syndicates
is also higher. Initial capital requirements are
set using Lloyd’s internal capital model, which
includes a 20% new syndicate loading.

Following the significant weakening of ster-
ling in 2008 and the resultant concern over
the adequacy of the funds at Lloyd’s (FAL) of
those syndicates with significant exposure

to U.S. dollar business, members of Lloyd'’s
whose FAL were materially impaired were
required to provide new assets in the first
quarter of 2009. In A.M. Best’s opinion, not
only was the situation managed effectively by
Lloyd’s, but it is also less likely to recur, as syn-
dicates with such exposure have taken steps
to match the currency of capital provided
more closely with that of the business written.

Letters of Credit

Letters of Credit (LOCs) continue to repre-
sent a significant proportion (55% at the end
of 2009) of syndicate funds at Lloyd’s. The
market for issuing LOCs for Lloyd’s appears
to have been unaffected by the credit crunch,
and they remain available, albeit at a higher
price than before 2008. The 10 largest issuers,
all rated A+ or higher, accounted for 87% of
LOCs at the end of 2009. A.M. Best believes
that Lloyd’s has a robust control framework
in place to monitor the counterparty risk.

LOCs will be ranked as Tier 2 capital under
Solvency II. Given the significant proportion
of syndicate capital that they represent,
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under extreme adverse loss scenarios within
Lloyd’s capital model, a shortfall in Tier 1
capital could result. To meet this technical
shortfall, Lloyd’s members have a number of
options available, including converting the
Tier 2 LOC capital to Tier 1 capital.

Overall Capitalisation

The total capital available to support Lloyd’s
liabilities is likely to remain excellent. This
assessment of overall capital strength factors
the potential impact of future drawdowns

by existing insolvent members. It also takes
into consideration the successful completion
at the end of June 2009 of the transaction to
reinsure and transfer, under Part VII of the
Financial Services and Markets Act 2000,

the 1992 and prior years’ non-life insurance
liabilities of Equitas to a newly formed insur-
ance company within the Equitas group. This
transfer committed National Indemnity Co. to
provide up to USD 1.3 billion of reinsurance
cover in addition to the cover provided in
March 2006 under the first phase of this two-
phase transaction.

Any assessment of Lloyd’s overall capital
strength is complicated by the compartmen-
talisation of capital at member level (see
Exhibit 11). The first two links in the “Chain
of Security” (syndicate level assets and mem-
bers’ Funds at Lloyd’s) are on a several rather
than joint basis, meaning that any member
need only meet its share of claims. However,
the third and final link in the chain, Lloyd’s
central assets, is available at the discretion of
the Council of Lloyd’s to meet liabilities to pol-
icyholders that any member is unable to meet
in full. This third link comprises the Central
Fund and the net assets of the Corporation of
Lloyd’s, strengthened by subordinated debt
and other subordinated perpetual securities.
These central assets can be supplemented

by funds called from members of up to 3% of
their overall premium limits. It is the existence
of this partially mutualising third link, and the
liquid Central Fund in particular, that is the
basis for a market-level rating.

The protection provided for Lloyd’s policy-
holders by central assets is likely to remain
excellent in 2010 and 2011. In line with A.M.
Best’s expectations, central assets avail-
able to meet members’ unpaid cash calls
remained stable in 2009 at GBP 2,084 million
(excluding the subordinated debt liability

Exhibit 11
Chain of Security

Premium trust funds and overseas regulatory deposits
Syndicate Level Assets GBP 37,400m (GBP 38,306m)
(several basis)

¥

Members’ Funds
at Lloyd’s

Funds at Lloyd’s
GBP 13,159m (GBP 10,630m)
(several basis)

Central Assets ——————pt

Central Fund GBP 983m (GBP 852m)
Subordinated loan notes and subordinated perpetual
capital securities GBP 958m (GBP 1,082m)
Other central assets GBP 143m (GBP 138m)
(mutual basis)

Note: Figures are shown as at 31 December 2009 (31 December 2008).

Source: Lloyd’s Annual Report 2009

Exhibit 12
Total Aggregate Resources
(2008-2009)
(GBP Millions)

2008 2009
Premium Trust Funds 38,306 37,400
Funds at Lloyd’s 10,630 13,159
Net Central Fund Assets 852 983
Subordinated Debt 586 521
Net Assets of the Corporation 138 143

Total Resources of the Society 51,008 52,643
Source: Lloyd’s Annual Report 2009

and the callable layer), compared with GBP
2,072 million the previous year.

Lloyd’s total resources (see Exhibit 12) were
equivalent to 157% of net syndicate technical
provisions at 31 December 2009 (2008: 143%).
Net resources, after deduction of liabilities
and adjusted for differences between IFRS and
U.K. GAAP in the Society financial statements,
represented 111% (2008: 107%) of net written
premium income. The rise in both these ratios
principally reflects the difference in technical
provisions required at the end of 2008 follow-
ing the catastrophes in that year, particularly
in the United States, and the lower level of pro-
visions required at the end of 2009.

In addition to maintaining adequate resourc-
es at market level, Lloyd’s must also demon-
strate solvency at member level. In this con-
text, Lloyd’s “solvency” is taken to mean the
extent to which aggregate members’ solven-
cy shortfalls are covered by central assets for



Credit Report

August 18, 2010

solvency purposes. Lloyd’s undertakes con-
tinuous internal solvency monitoring. Lloyd’s
solvency position continued to improve in
2009, with deficiencies covered 47.6 times by
central assets (2008: 19.6 times), reflecting
both the increase in central assets for sol-
vency purposes (including the callable layer)
and the substantial reduction in solvency def-
icits following improved underwriting results
for insolvent members. A.M Best expects
Lloyd’s solvency position to remain strong
throughout 2010 and 2011.

Calculation of Syndicate ICAs

Until the implementation of Solvency I,
managing agents will continue to conduct

an Individual Capital Assessment (ICA) to
determine the capital needs of each managed
syndicate. The ICA process is annual, but all
insurers are expected to keep capital under
continuous review. The FSA requires Lloyd’s
to assess the adequacy of these ICA calcula-
tions and the reasonableness of the meth-
odologies and assumptions used. In view of
the administrative burden of preparing for
Solvency Il during 2010, when Lloyd’s and the
managing agents are expected to be conduct-
ing the Solvency Il dry run, Lioyd’s proposed
approach is that the focus of the 2011 ICA
review should be quantitative, whilst the dry
run process will concentrate on the qualita-
tive aspects. This is likely to be the case for
the 2012 review process as well.

When calculating a syndicate ICA, managing
agents can use both stress scenario and sto-
chastic approaches. Agents using stochastic
models must be able to demonstrate that
checks or reasonableness tests have been
performed on model outputs. Where stress
scenario tests are used, the managing agent
must be able to satisfy Lloyd’s that the tests
undertaken are appropriate to a syndicate’s
business and are sufficiently extreme to
reflect a 99.5% confidence level. ICAs contin-
ue to be prepared on a one-year time horizon.
With further development of the integrated
capital platform (CP) completed, incorporat-
ing the latest actuarial modelling techniques,
Lloyd's is able to model each syndicate’s
pure year of account by Lloyd’s risk group
and currency to derive the syndicate’s aggre-
gate benchmark capital requirements. The
syndicate ICAs are then allocated to member
level, by means of the new member capital
allocation component of the ICP.

In addition to reviewing syndicate ICAs,
Lloyd’s makes its own assessment of its
capital needs, taking into account other busi-
ness objectives, including maintenance of

its brand, commercial position and financial
strength rating. This is referred to as Lloyd’s
Economic Capital Assessment (ECA). For
2010, Lloyd’s arrived at the ECA by apply-
ing an uplift of 35% to the syndicate ICAs

to determine each member’s total required
FAL to support its underwriting. This level of
uplift is to be maintained for 2011.

The introduction of syndicate ICAs and the
production of the market-level ICA for the
Society of Lloyd’s have given Lloyd’s a better
assessment of the likelihood of claims being
made upon central assets. Lloyd’s uses syn-
dicate ICAs as the key input to its advanced
stochastic model, which simulates the
impact on central assets of different, random-
ly selected scenarios. Lloyd’s has also been
able to use its stochastic model to assess

the security of the Central Fund beyond the
99.5% threshold required for ICAs, taking into
account both frequency and severity of loss.

For Solvency Il purposes, Lloyd’s is building
its internal model on a different software plat-
form from the ICP. By using “grid” computing,
it offers a more powerful suite of mathemati-
cal and statistical tools. This model, which

is a key part of the Solvency Il programme at
Lloyd’s, is expected to be ready for review by
the FSA in January 2011.

Catastrophe Exposure

The catastrophe modelling work carried out
centrally by Lloyd’s continues to enhance

its ability to assess the market’s exposure to
large losses and hence increase confidence
in overall risk-based capital strength. Lloyd’s
Realistic Disaster Scenarios (RDSs) are
defined in detail annually by Lloyd’s and are
used to evaluate aggregate market exposures
as well as the exposure of each syndicate to
certain major events. Syndicate-level sce-
narios are prepared by each managing agent,
reflecting the particular characteristics of the
business each syndicate writes.

Following an overhaul in the wake of 2005
loss experience, the event scenarios have
remained relatively consistent since 2006,
apart from the inclusion of a UK. flood sce-
nario for 2009 and increases in the size of
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events to reflect underlying insurable values
and demographic changes. The political risk
scenarios are regularly updated to reflect
the changing political environment, and for
2010 the offshore energy elements of the
Gulf of Mexico windstorm scenario were
revised. Additional event scenarios are not
expected to be introduced for 2011, although
some changes and supplementary reporting
requirements are likely.

Financial Flexibility

In A.M. Best’s opinion, the quality of the
insurance industry members of Lloyd’s is

a source of strength for the market. Lloyd’s
capital-efficient structure and global licences
continue to attract international invest-
ment, particularly from other insurers. This
diversity of capital providers enhances
Lloyd’s financial flexibility. The composition
of Lloyd’s capital in 2009 and 2010 is shown
in Exhibit 13. For 2010, the UK. insurance
industry remains the largest investor group,
representing 32% of the market’s overall
capacity, followed by the overseas insurance
industry (excluding Bermudian and U.S. com-
panies), which represents 24% (up from 18%
in 2009). Partly due to a leading insurance
group’s change of domicile, the Bermudian
insurance industry’s proportion fell to 10%
of capacity from 12% in 2009, reversing the
trend of recent years. Private individuals
(Names underwriting with either limited or
unlimited liability) continue to make a signifi-
cant contribution at 13% of capacity.

The debate regarding the UK. tax regime’s
competitiveness relative to other jurisdictions
may have been moderated by recent govern-
ment budget announcements, but in 2009 the
recent trend for Lloyd’s businesses to redomi-
cile outside the United Kingdom continued.
However, A.M. Best believes that this has not
had any impact on the market, as these busi-
nesses continue to underwrite in Lloyd’s.

Reserve Quality

Lloyd’s underwriting performance is expected
to be supported by reserve releases for a
sixth successive year in 2010, although the
size of the surplus is likely to be lower than

in 2009. Reserves established for business
written from 2002 to 2006 are expected to
continue to develop favourably, but the scope
for releases from these years is diminishing
as outstanding claims reduce. Surpluses for

Exhibit 13
Composition of Capital (2009-2010)
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Note: Capital providers shown as a percentage of overall capacity.
Source: Lloyd’s

business written between 2007 and 2009,
when market conditions were less favour-
able, are likely to be modest. Claims estimates
for long-tail business written in the 2001 and
prior years are expected to remain stable and
develop in line with current expectations.

Beyond 2010, A.M. Best expects the posi-
tive contribution to results from prior years
to reduce, with business written in more
recent years reflecting pressure on terms
and conditions. Additionally, the effect of
the economic downturn on claims activity
and inflation, particularly in respect of long-
tail casualty classes, increases uncertainty
as to reserve adequacy. In 2009, the increase
in recession-related claims costs that many
insurers feared did not materialise. How-
ever notifications were up, and A.M. Best
believes the full impact of the downturn in
the worldwide economy on results is yet to
be realised.

Uncertainty as to the magnitude of losses
directly from the subprime crisis and the
broader financial crisis persists. A.M. Best
does not anticipate substantial losses at
Lloyd’s from this source, largely due to the
decline in the market’s exposure to large,
U.S.-based financial institutions since 2000.
Claims notified to date have been below
Lloyd’s initial expectations, despite a steady
rise in notifications relating to Madoff. The
development of these claims continues

to be regularly monitored by the Market
Reserving department in conjunction with
the Performance Management Directorate,
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which ensures that a syndicate's reserving
methodology is realistic.

The market has been affected by a greater
than usual frequency of major loss events
during the first half of 2010, and the high
level of uncertainty in respect of the liabilities
associated with these events may affect the
availability of surpluses in 2011. The largest
losses relate to the Chilean earthquake, with
overall net claims to Lloyd’s estimated at USD
1.4 billion, and the Deepwater Horizon oil

rig explosion in the Gulf of Mexico, with net
claims estimated at between USD 300 million
and USD 600 million.

Despite concerns associated with casualty
and catastrophe-exposed business, materi-
al adverse development is not anticipated.
A M. Best believes that lessons have been
learnt from the deterioration experienced
in respect of U.S. casualty business writ-
ten in soft market conditions between
1997 and 2001, and that Lloyd’s has since
improved its reserving procedures and
methodologies. There has also been a con-
certed effort to address issues that affect
Lloyd’s as a whole, such as major catastro-
phes. Additionally, all syndicates’ reserves
are subject to independent actuarial sign-
off, and this process is monitored by the
Lloyd’s Actuary.

In 2009, Lloyd’s technical results benefited
from a GBP 934 million prior year release,
which lowered the market's combined ratio
by 5.6 percentage points (2008: USD 1,265
million, 9.2). Foreign exchange had a reduced
impact on releases, with gains contribut-

ing GBP 28 million compared with GBP 399
million in the previous year. Positive devel-
opment was experienced in most classes

of business, largely supported by releases
from reserves established for business writ-
ten between 2002 and 2006. The exception
was the motor class, which was adversely
affected by claims inflation in relation to the
frequency and severity of personal injury
awards and increasing credit hire costs. The
casualty, marine and property treaty sec-
tors produced the largest releases, while the
property insurance class produced a prior
year surplus despite large incurred claims for
trade credit business. Losses arising from the
2005 and 2008 U.S. hurricanes continued to
develop within expectations.

Exhibit 14
Net Year-End IBNR Utilisation
(2003-2009)
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Syndicates in run-off have historically been

the principal source of reserve deterioration
for Lloyd’s. However, Lloyd’s exposure to the
liabilities of existing members in run-off has
significantly reduced, principally due to bet-
ter management of the problem. In 2009, an
ongoing focus on promoting efficiency and
finding a means to close syndicates (largely
through third-party Reinsurance to Close)
supported a fall in the number of syndicate
years of account in run-off to 22 from 37 in the
previous year. In addition, the improving trend
in the underwriting performance of run-off
syndicates continued, with run-off years gener-
ating an underwriting surplus of GBP 97 million
(2008: GBP 39 million). The PMD maintains
strong oversight of all syndicates. This enables
early identification of those with potential
issues, allowing the Directorate to assist with
impending problems.

Exhibit 14 shows the trend in utilisation

of net incurred but not reported (IBNR)
reserves as a percentage of the overall IBNR
amount in the period 2003-2009. The favour-
able trend in IBNR utilisation since 2003,
which stabilised over the last three years,
supports the view that reserve adequacy has
not been eroded by recent releases.

1992 and Prior Reserving: Equitas

A M. Best believes Lloyd’s exposure to uncer-
tainty arising from adverse development of
the 1992 and prior years' reserves was further
reduced by the High Court order in June 2009
approving the statutory transfer of 1992 and
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prior non-life business of members and for-
mer members of Lloyd’s to Equitas Insurance
Ltd., a new company in the Equitas group.

This transfer was the final phase of a two-
phase process, and with its completion
policyholders benefit from a total of USD 7
billion of reinsurance cover from National
Indemnity Co. (NIC), a subsidiary of Berk-
shire Hathaway Inc., over and above Equi-
tas’ 31 March 2006 carried reserves of USD
8.7 billion. Although Lloyd’s members and

* 4 [ ]
Liquidity
In A.M. Best’s opinion, Lloyd’s is likely to
maintain good overall liquidity in 2010. Man-
aging agents are responsible for the invest-
ment of syndicate premium trust funds,
although Lloyd’s monitors liquidity levels at
individual syndicates as part of its capital
adequacy review. Overall, these funds exhibit
a high level of liquidity, as most syndicate
investment portfolios tend to consist primar-
ily of cash and high-quality, fixed-income
securities of relatively short duration. The
value of premium trust funds and overseas
deposits decreased to GBP 37,400 million in
2009 (2008: GBP 38,306 million).

Lloyd’s also monitors projected liquidity

for its central assets, which are tailored to
meet the disbursement requirements of the
Central Fund and the Corporation of Lloyd’s
(including its debt obligations). The Central
Fund, corporation assets and subordinated
debt remained stable at GBP 2,084 million in
2009 (2008: GBP 2,072 million), despite the
buy-back of GBP 102 million of its debt secu-
rities in April.

Members’ FAL increased by 24% to GBP
13,159 million in 2009 (2008: GBP 10,630

Management

AM. Best believes that Lloyd’s has a strong
governance structure in place and a mul-
tilayered approach to enterprise risk man-
agement (ERM), which enables it to moni-
tor and control risk within the underwriting
market. At the core of Lloyd’s governance
structure is the Franchise Board, the main
aim of which is to oversee trading activi-
ties within the Lloyd’s market from a com-
mercial perspective, although this does not

former members have achieved finality in
respect of their 1992 and prior year non-life
liabilities under English law and the law

of every other state within the European
Economic Area, some uncertainty exists as
to the recognition of the transfer in other
jurisdictions. With regard to U.S. cedants
with unsatisfied judgement debts, a trust
in their favour is proposed, consisting of
priority rights in recoveries under the NIC
retrocession agreement, up to USD 20 mil-
lion in the aggregate.

million). FAL is either provided by letters

of credit (LOCs) (2009: 55%) or by readily
realisable assets held in trust. The financial
crisis did not have a discernible impact on
the availability of LOCs, and syndicates were
generally able to renew LOCs where required,
although often at higher costs.

Although the problems facing banks could
affect Lloyd’s ability to draw on its LOCs
quickly in the case of a large natural catas-
trophe, A M. Best believes Lloyd’s exposure
to a liquidity issue from this source is low.
The Corporation continues to closely moni-
tor LOC issuers and its overall exposure

to individual issuers. If an issuer were to
fall below its minimum standards, mem-
bers using that issuer would be required

to obtain an LOC from a different issuer or
provide assets instead in order to continue
underwriting.

Lloyd’s is required to hold trust funds in
certain regions to support its underwriting
operations. Lloyd’s continues to work with
its advisers and the U.S. regulators to reduce
the gross funding requirements in respect of
insurance liabilities in the United States.

extend to active management of Lloyd’s
overall business mix.

In A.M. Best's opinion, the franchise con-
cept is a constructive approach by Lloyd’s
to maintaining good market performance
and protecting the Central Fund. Lloyd’s
monitors its syndicates closely and remains
abreast of the leading trends that can have
an impact on future performance through a
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Exhibit 15

network of different functional departments.
It undertakes targeted reviews to address
potential market issues and continues to
enhance the workings of the franchise struc-
ture. During 2009, the Performance Manage-
ment Data project was implemented. The
project involves the collection of monthly
pricing data and allows Lloyd’s to monitor
syndicates’ performance against business
plan more closely by monitoring the prices
achieved against syndicates’ target pricing.

The franchise structure gives Lloyd’s a clear
focus on its downside risk with detailed
performance analysis, increased sophistica-
tion in capital modelling, a clear strategy for
claims and reinsurance recoveries, coordi-
nation of risk management across the fran-
chise, and management of open years and
syndicate run-offs all being drawn together
to control risk and exposure. This approach
allows the Franchise Board to respond
quickly to potential issues that may impact
the entire market.

AM. Best believes that the financial perfor-
mance of Lloyd’s following the catastrophe
events of 2005 and 2008 provides some evi-
dence of the effectiveness of the Franchise
Board'’s activities. However, this governance
structure has not been tested during a sus-
tained period of highly competitive pricing
within the Lloyd’s market, and A.M. Best
continues to have some reservations as to
how effective it will be under these circum-
stances. Lloyd’s is a market of competing
businesses, each with its own independent
management structure, many of which report
to large, external industry parent companies
with their own commercial objectives. The
Franchise Board objective of managing mar-
ket performance across the cycle without at

Governance Structure

| The Council of Lloyd’s I
T

| Franchise Board |

Nominations, Appointments and : <
Compensation Committee Audit Committes
[ 1
Capacity Transfer Panel Ma&zsgy%%m::ﬂ?egnd Investment Committee

Source: Lloyd's Annual Report 2009

the same time managing Lloyd’s business mix
will, in A.M. Best’s opinion, be particularly
difficult to accomplish.

Lloyd’s takes a dual approach to risk man-
agement, with a framework in place for deal-
ing with oversight of the risk management
both of syndicates and of the Corporation
itself. Enterprise risk management at syndi-
cate level is the responsibility of individual
managing agents. However, the Corporation
continuously monitors syndicates against
key indicators of risk and performance using
a risk matrix. The focus is on ensuring that
each syndicate meets or exceeds Lloyd’s
stated minimum standards. Syndicate issues
identified will be referred to what is known
as the G5 Committee, which meets monthly
and is attended by key members of Lloyd’s
management team. The purpose of the com-
mittee is to bring together franchisee risk and
performance issues, enabling coordinated
decision making.

Different aspects of the oversight of the syn-
dicates, including oversight of investments,
reserving, business plans and capitalisation,
are carried out by the Corporation’s five
directorates. The Performance Management
Directorate is responsible for approving
syndicate business plans and monitoring
performance, both against each syndicate’s
original plan and actual results for similar
types of business written by other syndi-
cates. A key tool in this work was the cre-
ation of loss ratio benchmarks by risk code
to determine average and median perfor-
mance. One of the main aims is to identity
syndicates which significantly underper-
form against business plan. In these cases,
Lloyd’s requires managing agents to explain
underperformance and how it will be
improved. Should a managing agent fail to
sufficiently answer these questions, Lloyd’s
may apply constraints where necessary.
Constraints could include limiting premium
volume from a certain line of business or
insisting that a syndicate purchase addition-
al reinsurance to cover overexposure.

Corporation-specific risks and marketwide
risks are managed through the Lloyd'’s Risk
and Control framework and overseen by the
Lloyd’s Risk Committee. Risks are monitored
through the Lloyd’s Risk Register, on which
risks are assessed on expected impact and
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probability after control measures have
been taken into account. A risk appetite is
also set for each risk against which their
impact can be evaluated. Key risks on the
register include a failure to manage Lloyd’s
response to the insurance cycle and a failure
to develop and apply a comprehensive, Sol-
vency ll-compliant risk appetite framework.

The Corporation’s risk framework will be
enhanced prior to the implementation

of the Solvency Il regulatory framework.
A revised risk governance structure

°
Reinsurance
Lloyd’s continues to monitor its reinsurance
exposure through the review of a range of
submitted returns, complemented by moni-
toring of Realistic Disaster Scenarios (RDS)
for individual syndicates. The security
required by managing agents for their syn-
dicate reinsurance programmes is reviewed
on a regular basis in order to address any
issues which have the potential to affect
the financial strength of the overall market.
In particular, total outstanding reinsurance
recoverables, counterparty concentration
risk and the purchasing trends of individual
syndicates are all closely monitored.

Lloyd’s reinsurance ceded remained broadly
unchanged at approximately 22% in 2009,
compared to 21% in 2008. The Performance
Management Directorate’s ongoing focus on
syndicate business plans and their reinsur-
ance dependence is expected to support con-
tinued stability in this ratio in 2010.

Benign catastrophe experience and the
impact of foreign exchange movements
resulted in a reduction in total net rein-
surance recoverables to GBP 9.1 billion
in 2009 from GBP 10.5 billion in 2008.
The Lloyd’s reinsurance panel remains
well-diversified, with the top 10 reinsur-
ance groups (excluding reinsurance

was presented to the Franchise Board

for approval in May, which involves the
establishment of three specific risk com-
mittees with responsibility for syndicate
risks, finance risks and corporation risks,
into which the directorates will report.
The specific risk committees will be under
the oversight of the Lloyd’s Risk Com-
mittee. ERM is expected to remain the
responsibility of a number of directorates
and committees, rather than one individu-
al or unit carrying ultimate responsibility
for this function.

Exhibit 16
Reinsurance Debtors (2007-2009)
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placed within Lloyd’s) accounting for an
unchanged 50% of total reinsurance recov-
erables in 2009.

Exhibit 16 shows the development in
Lloyd’s net recoverables and total net paid
debt. The decrease in total net reinsurance
recoverables in 2009 to GBP 9.1 billion (2008:
GBP 10.5 billion) largely reflects the benign
catastrophe experience and foreign exchange
adjustments. The value of net aged debt
continued to fall, with net aged debt greater
than 6 months standing at GBP 113 million in
2009, compared with GBP 161 million in 2008.
This represents 14% of net paid debt, which
decreased in 2009 to GBP 792 million from
GBP 798 million in 2008.
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Appendix 1
Year-End Gross Written Premium by Syndicate (2009)

(GBP Millions)

Gross Gross
Written Written
Syndicate Managing Agent Premium Syndicate Managing Agent Premium
33 Hiscox Syndicates Ltd 1,034 2003  Catlin Underwriting Agencies Ltd 1,604
44 Sagicor at Lioyd’s Ltd 3 2007  Novae Syndicates Ltd 356
218 Equity Syndicate Mgmt. Ltd 635 2008  Shelbourne Syndicate Services Ltd 37
260 KGM Underwriting Agencies Ltd 79 2010  Cathedral Underwriting Ltd 282
308 R. J. Kiln & Co. Ltd 18 2012 Arch Underwriting at Lloyd’s Ltd 3
318 Beaufort Underwriting Agency Ltd 183 2112 Renaissance Re Syndicate Mgmt. Ltd 20
382 Hardy (Underwriting Agencies) Ltd 238 2121 Argenta Syndicate Mgmt. Ltd 161
386 QBE Underwriting Ltd 417 2243  Starr Managing Agents Ltd 4
435 Faraday Underwriting Ltd 304 2468  Marketform Managing Agency Ltd 149
457 Munich Re Underwriting Ltd 366 2488  ACE Underwriting Agencies Ltd 400
510 R. J.Kiln & Co. Ltd 925 2525  MaxatLloyd's Ltd 38
557 R. J. Kiln & Co. Ltd 51 2526  Max at Lloyd's Ltd 37
570 Atrium Underwriters Ltd 145 2623  Beazley Furlonge Ltd 1,006
609 Atrium Underwriters Ltd 239 2791  Managing Agency Partners Ltd 325
623 Beazley Furlonge Ltd 236 2987  Brit Syndicates Ltd 897
727 Meacock & Company Ltd 126 2999  QBE Underwriting Ltd 1,040
779  Jubilee Managing Agency Ltd 33 3000  Markel Syndicate Mgmt. Ltd 275
780  Advent Underwriting Ltd 175 3002  Catlin Underwriting Agencies Ltd 1
807 R. J. Kiln & Co. Ltd 154 3010  Cathedral Underwriting Ltd 23
958 Omega Underwriting Agents Ltd 325 3210  Mitsui Sumitomo Insurance 331

1084  Chaucer Syndicates Ltd 799 Underwriting at Lloyd’s Ltd
1176  Chaucer Syndicates Ltd 28 3334  Sportscover Underwriting Ltd 22
1183  Talbot Underwriting Ltd 586 3622  Beazley Furlonge Ltd 7
1200  Argo Managing Agency Ltd 530 3623  Beazley Furlonge Ltd 173
1206  Sagicor at Lloyd's Ltd 219 3624  Hiscox Syndicates Ltd 68
1209 XL London Market Ltd 266 4000  Pembroke Managing Agency Ltd 113
1218  Newline Underwriting Mgmt. Ltd 117 4020  Ark Syndicate Mgmt. Ltd 310
1221 Navigators Underwriting Agency Ltd 201 4040  HCC Underwriting Agency Ltd 38
1225  AEGIS Managing Agency Ltd 298 4141 HCC Underwriting Agency Ltd 26
1231 Jubilee Managing Agency Ltd 49 4242  Chaucer Syndicates Ltd 78
1274  Antares Managing Agency Ltd 191 4444  Canopius Managing Agents Ltd 675
1301  Chaucer Syndicates Ltd 91 4472  Liberty Syndicate Mgmt. Ltd 1,025
1318 Beaufort Underwriting Agency Ltd 16 4711 Aspen Managing Agency Ltd 148
1400  MaxatLloyd’s Ltd I 5000  Travelers Syndicate Mgmt. Ltd 380
1414  Ascot Underwriting Ltd 602 5151 Montpelier Underwriting Agencies Ltd 109
1458  Renaissance Re Syndicate Mgmt. Ltd 1 5678  RITC Syndicate Mgmt. Ltd 0
1861 Mariborough Underwriting Agency Ltd 93 5820  Jubilee Managing Agency Ltd 98
1880  R.J.Kiln & Co. Ltd 131 6103  Managing Agency Partners Ltd 30
1910  Whittington Capital Mgmt. Ltd 118 6104  Hiscox Syndicates Ltd 35
1919  Star Managing Agents Ltd 328 6105  Ark Syndicate Mgmt. Ltd 31
1955  Whittington Capital Mgmt. Ltd 141 6106 Amlin Underwriting Ltd 44

1965  Argenta Syndicate Mgmt. Ltd 17 All other syndicates and

1967  Whittington Capital Mgmt. Ltd 16 inter-syndicate RITC adjustment -174
2001 Amlin Underwriting Ltd 1,076 Total 21,973

Source: Lloyd’s Annual Report 2009
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Appendix 2

Managing Agents at 31 December 2009

(GBP Millions)

Gross Gross
Premiums Premiums
Managing Agent Written Managing Agent Written
Catlin Underwriting Agencies Ltd 1,605 Whittington Capital Mgmt. Ltd 275
QBE Underwriting Ltd 1,457 Markel Syndicate Mgmt. Ltd 275
Beazley Furlonge Ltd 1,422 XL London Market Ltd 266
R J Kiln and Co Ltd 1,279 Hardy (Underwriting Agencies) Ltd 238
Chaucer Syndicates Ltd 1,187 Sagicor at Lloyds Ltd 222
Hiscox Syndicates Ltd 1,137 Navigators Underwriting Agency Ltd. 201
Amlin Underwriting Ltd 1,120 Beaufort Underwriting Agency Ltd 199
Liberty Syndicate Mgmt. Ltd 1,025 Jubilee Managing Agency Ltd 180
Brit Syndicates Ltd 897 Argenta Syndicate Mgmt. Ltd 178
Canopius Managing Agents Ltd 675 Advent Underwriting Ltd 175
Equity Syndicate Mgmt. Ltd 635 Marketform Managing Agency Ltd 149
Ascot Underwriting Ltd 602 Aspen Managing Agency Ltd 148
Talbot Underwriting Ltd 586 Max at Lloyd’s Ltd 146
Argo Managing Agency Ltd 530 S A Meacock & Company Ltd 126
Ace Underwriting Agencies Ltd 400 Newline Underwriting Mgt Ltd 117
Atrium Underwriters Ltd 384 Pembroke Managing Agency Ltd 113
Travelers Syndicate Mgmt. Ltd 380 Montpelier Underwriting Agencies Ltd 109
Starr Managing Agents Ltd 369 Marlborough Underwriting Agency Ltd 93
Munich Re Underwriting Ltd 366 KGM Underwriting Agencies Ltd 79
Novae Syndicates Ltd 356 HCC Underwriting Agency Ltd 64
Managing Agency Partners Ltd 355 Shelbourne Syndicate Services Ltd 37
Ark Syndicate Mgmt. Ltd 341 Arch Underwriting at Lloyd’s Ltd 33
Mitsui Sumitomo Insurance 331 Renaissance Re Syndicate Mgmt. Ltd 3
Underwriting at Lloyds Ltd Sportscover Underwriting Ltd 22
Omega Underwriting Agents Ltd 325 RITC Syndicate Mgmt. Ltd 0

Cathedral Underwriting Ltd 305 All other syndicates and
Faraday Underwriting Ltd 304 inter-syndicate RITC adjustment -174
AEGIS Managing Agency Ltd 298 Total 21,973

Source: Lloyd’s Annual report 2009
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Appendix 3

Overview of Capacity and Membership (1985-2009)
(GBP Millions)

Individual Corporate Number of Active Members
Gross Gross Total Gross
Year of Allocated Individual % Allocated Corporate % Allocated
Account Capacity of Total Capacity of Total Capacity Individual Corporate Total

1985 6,432 100% 6,432 26,019 26,019
1986 8,291 100% 8,291 28,242 28,242
1987 10,039 100% 10,039 30,936 30,936
1988 10,740 100% 10,740 32,433 32,433
1989 10,622 100% 10,622 31,329 31,329
1990 10,742 100% 10,742 28,770 28,770
1991 11,063 100% 11,063 26,539 26,539
1992 9,833 100% 9,833 22,259 22,259
1993 8,784 100% 8,784 19,537 19,537
1994 9,289 85% 1,609 15% 10,898 17,526 94 17,621
1995 7,835 7% 2,360 23% 10,195 14,744 140 14,884
1996 6,985 70% 3,009 30% 9,994 12,798 162 12,960
1997 5,824 56% 4,500 44% 10,324 9,958 202 10,160
1998 4,105 40% 6,064 60% 10,169 6,825 435 7,260
1999 2,700 27% 7,170 73% 9,870 4,503 668 5171
2000 2,003 20% 8,042 80% 10,045 3,317 853 4,170
2001 1,800 16% 9,258 84% 11,058 2,848 895 3,743
2002 1,766 13% 11,473 87% 13,239 2,466 837 3,303
2003 1,844 12% 13,015 88% 14,859 2,198 762 2,960
2004 1,869 12% 13,223 88% 15,092 2,048 752 2,800
2005 1,445 1% 12,277 89% 13,722 1,625 705 2,330
2006 1,434 10% 13,354 90% 14,788 1,497 714 2,211
2007 1,004 % 15,008 93% 16,102 1,124 1,007 2,131
2008 921 6% 15,033 94% 15,954 907 1,155 2,062
2009 826 5% 15,720 95% 16,546 773 1,238 2,011

1. Capacity figures exclude the small amounts that are unallocated in each underwriting year.

2. Only active members are shown. Members who are not underwriting but remain on the electoral register are not included in
the figures.

Source: Lloyd’s
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Appendix 4

Pro Forma Financial Statements (2005-2009)

(GBP Millions)

2009 2008 2007 2006 2005
Gross premiums written 21,973 17,985 16,366 16,414 14,982
Reinsurance ceded 4,755 3,768 3,110 3,213 3,212
Net premiums written 17,218 14,217 13,256 13,201 11,770
Increase/(decrease) in gross UPR -807 -558 -237 -644 230
Reinsurers share in UPR 314 137 78 131 -215
Earned premiums 16,725 13,796 13,097 12,688 11,785
Other technical income
Total underwriting income 16,725 13,796 13,097 12,688 11,785
Net claims paid 9,075 7,578 6,226 6,598 6,763
Net increase/(decr) in claims provision -451 886 321 -379 2,742
Net claims incurred 8,624 8,464 6,547 6,219 9,505
Management expenses 1,304 1267 1117 910 872
Acquisition expenses 4,408 3,720 3,449 3,191 2,913
Net operating expenses 5,712 4,987 4,566 4,101 3,785
Other technical expenses 69 -853 -115 226 -117
Total underwriting expenses 5,781 4,134 4,451 4,327 3,668
Balance on technical account 2,320 1,198 2,099 2,142 -1,388
Net investment income 1,833 1,032 2,096 1,729 1,498
Other expenses -285 -331 -349 -209 -213
Profit/(loss) before tax 3,868 1,899 3,846 3,662 -103
Other recognised gains and losses -34 619 106 38 42
Total recognised gains and losses 3,834 2518 3,952 3,700 -61

Source: Lloyd’s Annual Report
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Appendix 3

Overview of Capacity and Membership (1985-2009)
(GBP Millions)

Individual Corporate Number of Active Members
Gross Gross Total Gross
Year of Allocated Individual % Allocated Corporate % Allocated
Account Capacity of Total Capacity of Total Capacity Individual Corporate Total

1985 6,432 100% 6,432 26,019 26,019
1986 8,291 100% 8,291 28,242 28,242
1987 10,039 100% 10,039 30,936 30,936
1988 10,740 100% 10,740 32,433 32,433
1989 10,622 100% 10,622 31,329 31,329
1990 10,742 100% 10,742 28,770 28,770
1991 11,063 100% 11,063 26,539 26,539
1992 9,833 100% 9,833 22,259 22,259
1993 8,784 100% 8,784 19,537 19,537
1994 9,289 85% 1,609 15% 10,898 17,526 94 17,621
1995 7,835 7% 2,360 23% 10,195 14,744 140 14,884
1996 6,985 70% 3,009 30% 9,994 12,798 162 12,960
1997 5,824 56% 4,500 44% 10,324 9,958 202 10,160
1998 4,105 40% 6,064 60% 10,169 6,825 435 7,260
1999 2,700 21% 7,170 3% 9,870 4,503 668 5171
2000 2,003 20% 8,042 80% 10,045 3,317 853 4,170
2001 1,800 16% 9,258 84% 11,058 2,848 895 3,743
2002 1,766 13% 11,473 87% 13,239 2,466 837 3,303
2003 1,844 12% 13,015 88% 14,859 2,198 762 2,960
2004 1,869 12% 13,223 88% 15,092 2,048 752 2,800
2005 1,445 1% 12,277 - 89% 13,722 1,625 705 2,330
2006 1,434 10% 13,354 90% 14,788 1,497 714 2,211
2007 1,094 7% 15,008 93% 16,102 1,124 1,007 2,131
2008 921 6% 15,033 94% 15,954 907 1,155 2,062
2009 826 5% 15,720 95% 16,546 773 1,238 2,011

1. Capacity figures exclude the small amounts that are unallocated in each underwriting year.

2. Only active members are shown. Members who are not underwriting but remain on the electoral register are not included in
the figures.

Source: Lloyd’s
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Appendix 4

Pro Forma Financial Statements (2005-2009)

(GBP Millions)

2009 2008 2007 2006 2005
Gross premiums written 21,973 17,985 16,366 16,414 14,982
Reinsurance ceded 4,755 3,768 3,110 3,213 3,212
Net premiums written 17,218 14,217 13,256 13,201 11,770
Increase/(decrease) in gross UPR -807 -558 -237 -644 230
Reinsurers share in UPR 314 137 78 131 -215
Earned premiums 16,725 13,796 13,097 12,688 11,785
Other technical income
Total underwriting income 16,725 13,796 13,097 12,688 11,785
Net claims paid 9,075 7,578 6,226 6,598 6,763
Net increase/(decr) in claims provision -451 886 321 -379 2,742
Net claims incurred 8,624 8,464 6,547 6,219 9,505
Management expenses 1,304 1267 1117 910 872
Acquisition expenses 4,408 3,720 3,449 3,191 2,913
Net operating expenses 5,712 4,987 4,566 4,101 3,785
Other technical expenses 69 -853 -115 226 -117
Total underwriting expenses 5,781 4,134 4,451 4,327 3,668
Balance on technical account 2,320 1,198 2,099 2,142 -1,388
Net investment income 1,833 1,032 2,096 1,729 1,498
Other expenses -285 -331 -349 -209 -213
Profit/(loss) before tax 3,868 1,899 3,846 3,662 -103
Other recognised gains and losses -34 619 106 38 42
Total recognised gains and losses 3,834 2,518 3,952 3,700 -61

Source: Lloyd’s Annual Report
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Best's Credit Rating and Report Updates for
SWISS REINSURANCE COMPANY LIMITED

Best's Rating of A (Excellent)
Financial Size Category of XV ($2 Billion or greater)

Rating Category (Excellent): Assigned to companies that have, in our opinion, an excellent ability to meet
their ongoing insurance obligations. A.M. Best assigns each letter rated (A++ through D) insurance company a
Financial Size Cateqory (FSC), which is designed to provide a convenient indicator of the size of a company
based on reported policyholders' surplus and conditional or reserve funds.

The objective of Best's Credit rating system is to provide an opinion of an insurer's financial strength and
ability to meet ongoing obligations to policyholders. Our opinions are derived from the evaluation of a
company's balance sheet strength, operating performance and business profile as compared to Best's
quantitative and qualitative standards. View our Best's Credit Rating Methodology for more information.

While Best's Credit Ratings reflect our opinion of a company's financial strength and ability to meet its
ongoing obligations to policyholders, they are not a warranty, nor are they a recommendation of a specific
policy form, contract, rate or claim practice. View our entire notice for complete details.

The rating symbols "A++", "A+", "A", "A-", "B++", and "B+" are registered certification marks of the A.M. Best
Company, Inc.

Note: The above information reflects the most recent Best's Credit Rating for this company, which may have been released subsequent to the
creation of the following AMB Credit Report - Insurance Professional.

AMB Credit Report - Insurance Professional provides detailed business overview, extensive financial data
and analytical commentary, product and geographic information, company history, as well as the rationale
supporting the financial strength rating assigned by A.M. Best. These reports are updated on a regular basis
based on input and analysis performed throughout the year.

Report Revision Date - 12/20/2010 *

The Report Revision Date * represents the last significant material change made to this report. Other non-
material changes may have been made to this report subsequent to this date, but are not reflected in the
report revision date. The AMB Credit Report - Insurance Professional below was created based on the
following dates.

Rating and Commentary Financial 2 General Information 3
Best's Credit Rating: 12/15/2010 Time Period: Annual - 2009 Corporate Structure: 11/19/2010
Rating Rationale: 12/15/2010 Last Updated: 03/17/2010 States Licensed: N/A
. ) . Officers and Directors:
Report Commentary: 12/20/2010 | Status: Quality Cross Checked 04/10/2009

*Note: The Rating and Commentary1 date outlines the most recent updates to the Company's Rating, Rationale, and Report Commentary for
key rating and business changes. Report commentary may include significant changes to Business Review, Financial Performance/Eamings,

Capitalization, Investment/Liquidity, or Reinsurance sections of the report. The Financial 2 gate reflects the current status of the financial tables
found within the body of the Report, including whether the data was loaded as received or had been run through our quality control cross-check

process. The General Information 3 date covers key areas that may have changed such as corporate structure, states licensed or officers and
directors.

http://www?3.ambest.com/ratings/reportserver.asp?x=1&report=085010&altsrc=24 &refstr= 1/7/2011
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AMB Credit Report - Insurance Professional for
SWISS REINSURANCE COMPANY LIMITED

Composite Reinsurer
Ultimate Parent: Swiss Reinsurance Company Ltd

Mythenquai 50/60, 8022 Zurich, Switzerland
Web: www.swissre.com

Tel: 41-1-285-2121 Fax: 41-1-285-2999
AMB#: 085010
Ultimate Parent#: 085010

Report Revision Date: 12/20/2010

BEST'S FINANCIAL STRENGTH RATING

Based on our opinion of the company's Financial Strength, it is assigned a Best's Financial Strength
Rating of A (Excellent). The company's Financial Size Category is Class XV.

RATING RATIONALE

Rating Rationale: The rating reflects Swiss Reinsurance Company Ltd.'s (Swiss Re) strong risk-
adjusted capitalization, strong core operating results, superior business profile as a globally
diversified provider of reinsurance products and effective risk management systems. Somewhat
offsetting these positive rating attributes is the potential impact of soft market conditions on
opportunities in the property/casualty global reinsurance market. The rating outlook is positive.

A.M. Best's positive outlook is based on the success of the extraordinary measures taken by Swiss Re
following the company's major investment losses in 2008. On November 3, 2010, Swiss Re
announced the termination and early payback of Berkshire Hathaway Inc.'s (Berkshire) CHF 3.0
billion preferred convertible investment. This capital injection was an integral part of Swiss Re's
capital plan following the major investment losses. A.M. Best is encouraged by the early payback of
Berkshire which has a minimal effect on Swiss Re's risk-based capitalization. However, Swiss Re
remains somewhat dependant on Berkshire with both an adverse development cover and a 20% quota
share reinsurance contract covering property/casualty business.

Concern with Swiss Re's investment portfolio and legacy financial risks has been significantly
reduced as remaining legacy investments represent approximately 2% of total investments. Swiss
Re's program to de-risk the investment portfolio has been very effective and efficiently executed. The
legacy investment de-risking program included portfolio simplification, more focused asset/liability
management and extensive hedging strategies as well as active management of underlying assets on
credit default swaps and total return swaps and acceleration of run-offs and commutations.

Swiss Re's business profile as a globally diversified provider of reinsurance products has remained
unchanged throughout the recent financial crisis despite the adverse impact on its 2008 performance
from legacy financial risks. A.M. Best believes that the group remains well positioned to benefit
from opportunities should the non-life reinsurance cycle turn.

http://www3.ambest.com/ratings/reportserver.asp?x=1&report=085010&altsrc=24 &refstr= 1/7/2011



AMB Credit Report - Insurance Professional - SWISS REINSURANCE COMPANY LI... Page 3 of 16

The operating performance of Swiss Re's non-life operations continue to be strong with a combined

ratio of 95.2% through the first nine months of 2010. These results were affected by both man-made
and natural catastrophes during the year, which further demonstrates the group's strong underwriting
acumen and pricing discipline.

Through the first nine months of 2010, life operations reported operating income of $3.0 billion and a
benefit ratio of 93.3%. A.M. Best will continue to assess the sustainability of the group's improved
operating performance and subsequent capitalization. Swiss Re's life operations in the United States
primarily consist of individual and group life reinsurance. Although recent growth has been stagnant
due to market conditions, these operations continue to produce very strong underwriting results.
Capital within Swiss Re's life operations is adequate as excess capital derived from a 2009
transaction with Berkshire was used to support future life endeavors. As the investment portfolio
continues to perform well post-2008, the life operations are expected to remain a solid source of
income and diversification for Swiss Re.

The long-term effectiveness of the group's enterprise risk management program and its ability to
respond effectively to market dislocations will also be monitored. A.M. Best believes that the group's
enhanced enterprise risk management focus can only be proven over time but believes that
management is continuing to improve its comprehensive risk management framework to execute
current strategies.

Best's Financial Strength Rating: A Outlook: Positive
FIVE YEAR RATING HISTORY
Best's
Date FSR
12/15/10 A
12/14/09 A
02/27/09 A

02/05/09 A+u
12/19/08 A+
03/20/08 A+
11/20/07 A+u
11/05/07 A+
08/23/06 A+

CORPORATE OVERVIEW

Founded in Zurich, Switzerland in 1863, Swiss Reinsurance Company Limited operates in more than
30 countries offering traditional reinsurance for property and casualty and for life and health
businesses. The company compliments these with insurance-based capital market solutions and
services for comprehensive risk management.

Swiss Re's property & casualty services encompass traditional reinsurance as well as insurance
products for corporate clients. Combining global expertise and local knowledge, the group provides

clients with financially sound reinsurance support in all lines of business.

Backed by its strong balance sheet and worldwide reach, Swiss Re is a leading provider of
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reinsurance to life insurance companies worldwide. The group writes all business as ceded insurance
accepted from direct writers. Sales are generally direct, without brokers or other intermediaries.
Companies in the group maintain relationships with a number of other insurance and reinsurance
companies around the world for ceding and assuming reinsurance. The group serves the reinsurance
markets for ordinary and group life. Most business is conducted under the Swiss Re name as part of a
global corporate identity program that emphasizes integrity and financial strength. Swiss Re and its
subsidiaries are staffed with specialists in every major area of life and health reinsurance, including
actuarial, finance, claims, underwriting, and information technology. These capabilities enable the
organization to maintain closer and broader relationships, which are critical in the reinsurance field,
with their client companies. Using specialist knowledge of global mortality and morbidity trends, the

group supports its clients with sustainable, pragmatic solutions.

The company's Asset Management unit is responsible for the investment of Swiss Re's asset

portfolio. Its approach is focused on asset-liability matching. The group also develops solutions for

its clients with insurance risks embedded in capital market structures.

AMB#

CORPORATE STRUCTURE

COMPANY NAME

085010
085830
073415
072587
050443
085982
050444
011239
086792
050445
073394
050068
072639
056439
007283
058081
050972
007283
057050
007207
076948
071243
071299
058158
084295
003263
004101
011135
010617
001866
002695
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Swiss Reins Co Ltd
European Reinsurance Co Zurich
European Credit & Guarantee
European Finance Reins Co Ltd
European Intern Holding Co Ltd
European Internat Reins Co
Facility Insurance Holding Cp
Facility Insurance Corp
Swiss Re Africa Limited
Swiss Re America Holding Corp
Stockwood Reinsurance Co Ltd
Swiss Re L&H Amer Holding Co
Life Re International Ltd
Old Fort Insurance Co Ltd
Swiss Re Life & Health America
Southwestern Life Holdings Inc
SWFC Nevada Inc
Swiss Re Life & Health America
Atlantic Intern Reins Co Ltd
Reassure America Life Ins Co
Aldgate Reinsurance Co Ltd
Swiss Re L&H Re Co of BM Ltd
VFL Intl Life Co SPC Ltd
Swiss Re Solutions Hldg Corp
CORE Reinsurance Company Ltd
Swiss Reinsurance America Corp
Industrial Risk Insurers
North American Capacity Ins Co
North American Elite Ins Co
North American Specialty Ins
Washington International Ins

DOMICILE
Switzerland
Switzerland
Guernsey
Barbados
Barbados
Barbados
X

X

South Africa
DE
Barbados
DE
Bermuda
Bermuda
CT

DE

DE

CT
Barbados
IN
Bermuda
Bermuda

Cayman Islands

KS
Bermuda
NY
CT
NH
NH
NH
NH

%OWN

100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00

21.00
100.00
100.00

79.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00

99.50
100.00
100.00
100.00
100.00
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000347
010783
087159
085201
055239
086847
085125
086463
087510
086063
050424
085501
087600
086848
050425
083891
055240
086522
055236
087306
087307
055237
055238
087206
085400
087372
086291
087480
050433
087603
089009
086272
087663
088526
087622
077618
085993
086388
073840

Westport Insurance Corp
First Specialty Ins Corp
Swiss Re Australia Limited
Swiss Re Lf & Hlth Australia L
Swiss Re Management (LU) SA
Swiss Re Europe S.A.
Algemene Levensherverzekering
ERC Frankona Reins (IIT) Ltd
Palatine Insurance Company Ltd
Swiss Re Specialty Ins (UK)
Swiss Re Holding ApS
Swiss Re Denmark Reins A/S
Swiss Re International SE
Swiss Reinsurance Ireland Ltd
Swiss Re Frankona Holding GmbH
Swiss Re Frankona Beteiligungs
Swiss Re GB Plc
Admin Re UK Limited
C Financial Management Limited
C Life Assurance Company Ltd
C Life Pensions Limited
G Life H Limited
RFSG (UK) Limited
ALAC (UK) Limited
Windsor Life Assurance Co Ltd
Gresham Life Assur Society Ltd
Merc & Gen Re Co plc
National Mutual Lf Assur Soc
NM Life Group Limited
NM Life Limited
NM Pensions Limited
Reassure UK Life Assur Co Ltd
XSMA Limited
Swiss Re Frankona Reinsurance
Swiss Re Life & Health Ltd
Swiss Re Germany Holding AG
Swiss Re Germany AG
Swiss Re Life & Health Africa
Underwriters Reins Co (Barb)

BUSINESS REVIEW

MO

MO

Australia
Australia
Luxembourg
Luxembourg
Netherlands
United Kingdom
United Kingdom
United Kingdom
Denmark
Denmark
Luxembourg
Ireland
Germany
Germany

United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
Germany
Germany

South Africa
Barbados

100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00

77.30
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00

Swiss Re is a leading and highly diversified global reinsurer. The company operates through 79
offices in more than 25 countries. The Group provides reinsurance, insurance and financial services
throughout the world through three business segments. The business segments are Reinsurance;
Corporate Solutions and Admin Re. Corporate Solutions as the name of Swiss Re's insurance related
business while Admin Re focuses on closed blocks of inforce life and health insurance business
either through acquisitions or reinsurance.

Swiss Re is a leader in the insurance-linked securitizations (ILS) market. In 2010, ILS activity
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continued to rebound as capital markets improved and concern was reduced regarding counterparty
credit risk.

PROPERTY & CASUALTY:

Swiss Re's largest book of business remains Property & Casualty. Traditional property and traditional
casualty comprise approximately 34% and 31% of net Property & Casualty earned premiums,
respectively. Specialty business, which includes primary insurance and accident insurance, accounted
for approximately 35% of net Property & Casualty earned premiums.

Europe remains Swiss Re's largest geographical area accounting for approximately 47% of premiums
while Asia generated approximately 12% of net earned premiums. However, Swiss Re sees
significant growth potential in this area which could compensate for a decline of premiums due to
clients' growing appetite for a higher net retention and pressure on prices in the U.S. and Europe.

In January 2008, Swiss Re entered into a significant quota share arrangement by ceding a 20% share
in new and renewed Property & Casualty business to Berkshire Hathaway. The agreement provides
for a ceding commission that covers ongoing acquisition costs and a further fixed 14%. Overall, the
agreement provides Swiss Re with both downside protection and upside flexibility, enabling the
company to further advance its capital management. Depending on the future development of the
cycle, Swiss Re anticipates a positive impact on both return on equity and earnings per share.

LIFE & HEALTH:

Swiss Re offers a comprehensive portfolio of products and services in the Life & Health segment
globally. In Europe, where the group maintains a strong market position, Swiss Re's specific areas of
growth are focused on life protection products linked to loans and mortgages, products sold through
banks and other financial institutions, and leading the market towards enhancing the segmentation of
insured lives. The group also offers solutions and services for closed blocks of business or run-off
portfolios through its Admin Re unit. In the U.S., Swiss Re continued to reclaim market share while
life reinsurance cession rates generally decreased.

In emerging markets, in particular Taiwan, China and India, Swiss Re anticipates a large potential for
life business and medical insurance and expects increasing life reinsurance demand over the medium
term. Swiss Re's superior expertise in developing life reinsurance solutions provides a competitive
advantage in these markets. Rapid growth in new lines of business, such as longevity and variable
annuity solutions, will offer further opportunities for attractive capital returns. The Admin Re
segment is expected to continue to develop strongly, as primary insurers seek capital-and-cost-
efficient solutions for managing closed blocks of business.

FINANCIAL PERFORMANCE

Overall Earnings: Through September 30, 2010, solid core underwriting results have been enhanced
with investment related gains as the group continues to generate an overall level of profitability.
Overall profitability is expected to continue as capital markets recover. This is in contrast to 2008
when the group experienced significant losses primarily due to unprecedented investment losses and
further write-downs in its structured credit default swap portfolio. As a result, net loss after tax for
2008 was CHF 864 million, compared to net income of CHF 4.16 billion in 2007.
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In 2010 Swiss Re's Property & Casualty underwriting remained profitable despite losses from the
Chilean earthquake, Trans Ocean oil leak and New Zealand quake. The Combined ratio increased to
95.2% through September 30 2010, from 84.5% for the same period in 2009. Through the first nine
months of 2010, Swiss Re's life operations reported operating income of $3.0 billion and a benefit
ratio of 93.3%.

The group's overall operating performance since 2008 excluding asset charges has been solid.
However, on a total return basis, charges related mark-to-market losses on hedges on corporate bonds
that flow through the income statement continue to affect the group's overall earnings.

Underwriting Income: Swiss Re's 2009 underwriting results benefited from a reduction of natural
catastrophe losses and overall favorable loss cost trends in most property/casualty business lines.
Swiss Re's Property & Casualty underwriting remained profitable in 2008 despite higher hurricane-
related and man-made losses and deterioration of its credit insurance portfolio. Life & Health benefit
ratio improved slightly due to improved mortality and morbidity experience and the net positive
effect of commutations of certain personal accident treaties in the Health business.

2009 saw a lower level of natural catastrophe claims as compared to 2008 which was impacted by
Hurricanes Ike and Gustav. The combined ratio improved to an 84.5% as of September 30, 2009,
from 99.6% in the previous year. Property & Casualty underwriting results benefited from overall
favorable reserve development offset by weaker accident year trends across most lines of business.

Life & Health net premiums earned were CHF 11.1 billion in 2008, compared to CHF 12.7 billion.
The decrease of 12% was primarily due to lower in-force and new business volumes in Europe,
lower volumes in the U.S. and foreign exchange movements. The decline in Admin Re income was
driven by the run-off nature of the portfolio and the sale of the new business operations of Tomorrow
(the rebranded GE Life UK) to LV+ (formerly known as Liverpool Victoria) in December 2007.
Through September 2009, the underlying premium trend was flat as compared to the prior period,
however reported numbers did reflect a slight decline due to foreign exchange.

For 2009, Life & Health benefit ratio, calculated as claims divided by premiums earned, both of
which exclude unit-linked and with-profit business, improved to 80.5% as of September 30, 2009
from 91.5% in the prior year due to improved mortality and morbidity experience and the net
positive effect of commutations of certain personal accident treaties in the Health business.

Investment Income: Net investment income for the nine months ended September 30, 2010 totaled
$4.1 billion representing a 12.5% decrease from the prior year period. Over the course of 2009, the
Swiss Re undertook initiatives to de-risk its investment portfolio. Consequently, both short-term
investments and cash increased as a percentage of the overall portfolio. Net realized investment gains
totaled $2.0 billion as of September 30, 2010 compared to a gain of $.7 billion for the prior period. T

Swiss Re continues to focus on the quality of its balance sheet. The company has emphasized a high
quality and well diversified investment portfolio with over 50% in cash, short-term deposits, treasury
bills or government-backed instruments. In addition, the company reduced its exposure to corporate
credit through hedging. The traded equity portfolio was also further reduced through disposals and
hedging. These measures, although effective from an economic standpoint and protect Swiss Re from
the risk of significant increases in default rates, reduce investment returns.

CAPITALIZATION
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Overall Capitalization: As of September 30, 2010, Swiss Re's risk-adjusted capitalization remains
strong for its rating level, although its total capitalization includes a significant component of
subordinated debt. Swiss Re has focused its attention on the quality of its balance sheet. The
company and its affiliates have significantly reduced exposure to equity investments, increased
hedging on corporate credit investments starting in July 2008, and purchased CDS protection as a
proxy hedge for its structured product investment portfolio. These strategic actions resulted in
reduction in required capital for investment risk. In February of 2009, Swiss Re's capital position was
bolstered by a CHF 3.0 investment from Berkshire Hathaway Inc. in the form of convertible
perpetual capital investment (CPCI). On November 3, 2010 Swiss Re announced the early
repurchase of the CPCL

Between December 31, 2007 and December 31, 2008, Swiss Re's shareholders' equity dropped by
36% to CHF 20.5 billion. This was mainly due to credit spread widening resulting in net unrealized
losses of CHF 5.5 billion; foreign currency movements of CHF -2.3 billion; share buy backs of CHF
2 billion; dividends of CHF 1.3 billion paid to shareholders during the year; and net loss during the
year which includes CHF 4.7 billion net unrealized capital loss. As part of the CHF 4.7 billion net
realized capital loss, Swiss Re incurred an additional loss of CHF 1.5 billion in mark-to-market
adjustment for its exposure to two structured CDS transactions. The decrease in shareholders' equity
was partially offset by the conversion of a mandatory convertible bond in December 2008 improving
shareholders' equity by CHF 1.0 billion. As of September 30, 2010, the group's capitalization has
rebounded to $30 billion resulting from recovery of unrealized losses and strong operating earnings.

Swiss Re's financial flexibility remains superior and it has open access to liquidity sources, if
necessary. In December 2008, Swiss Re arranged a USD 1.5 billion long term letter of credit (LOC)
facility with JP Morgan Chase Bank to position itself for significant opportunities that may emerge
from the current unprecedented turmoil in the capital markets and to respond to increasing demands
from its clients for reinsurance solutions, both in Property & Casualty and Life & Health. Maturing
in 2028, the LOC facility has a life of 20 years, with a price reset feature after the first 10 years. This
facility replaces and expands the existing arrangements Swiss Re currently has in place in order to
meet U.S. regulatory requirements for its life business. In 2007, the company issued a GBP 500
million subordinated perpetual loan to refinance a maturing CHF 871 million loan. Two additional
subordinated perpetual loans (AUD 300 million and AUD 450 million) were also issued in 2007 as
part of the company's capital management actions. A.M. Best has given hybrid equity a capital credit
of up to 20% of total adjusted capital.

Reserve Quality: Swiss Re's reserving position is now more stable than in the past, although the
company is still reporting prior year adverse developments, in particular for workers compensation in
the U.S. Nevertheless, Swiss Re's overall claims development on prior years was broadly neutral for
the past few years. Adverse developments related to 2001 and prior underwriting years were
balanced by the underwriting years 2002 to 2006, which continue to develop very favorably.

Reserves for A&E claims in the U.S. were increased during 2007, but have since remained relatively
stable. Experience on workers' compensation line of business continues to develop negatively, and
industry statistics are showing a longer development pattern. The company revised its reserves
accordingly during the second half of 2007. In 2008, reserve strengthening was made for the workers'
compensation business in the U.S. There was no reserve development in the liability and motor
business unlike in 2007 when adverse development occurred in product liability business and
medical malpractice claims.

Reinsurance Utilization: Swiss Re's retrocession program is part of the overall risk management
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strategy. On a group level, Swiss Re generally buys traditional reinsurance protection for peak
catastrophe risk and limits its dependence by writing gross for net.

Effective January 1, 2008, Swiss Re has entered into a proportional reinsurance contract with
Berkshire Hathaway. Under this quota share arrangement, Berkshire Hathaway assumes a 20% share
of all Swiss Re's property and casualty business for the next five years. The group also secured
additional reinsurance protection from Berkshire with the purchase of a CHF 5 billion adverse
development cover in the early portion of 2009 for its property/casualty loss reserves. Although
Berkshire Hathaway is a highly rated entity, Swiss Re now faces some concentration risk with regard
to counterparty risk due to significant cessions to one company.

The reinsurance strategy for Swiss Re's subsidiary is based on limiting the exposure of each
subsidiary while also managing capital requirements through cession to the parent company. As a
result, net retentions of the subsidiaries are generally relatively low.

Swiss Re has remodeled its exposure to US hurricanes and other natural catastrophe perils following
hurricanes Katrina, Rita and Wilma. The company continues to protect itself against catastrophe risks
through insurance-linked securitizations and alternative reinsurance vehicles such as catastrophe
bonds, Industry Loss Warranties (ILW) and catastrophe swaps.

In January 2010, Swiss Re Life & Health America Inc. entered into a 100% quota share retrocession
to Berkshire Hathaway Life Insurance Company of Nebraska ('BHLN') The subject business is a
block of pre 2004 US individual life reinsurance business This block was largely closed for new
business following Swiss Re's re-pricing exercise in 2004 Swiss Re will continue to provide for all
administration of the business and to be the point of contact for clients - BHLN's risk is limited to
$1.5bn. The key financial impact of this transaction was to free up capital which could be redeployed
to more profitable businesses.

LIQUIDITY

Overall Liquidity: In light of the significant turbulence in the capital markets experienced in 2008
and the early portion of 2009, Swiss Re has focused on ensuring the resilience of its balance sheet.
As of September 30, 2010, Swiss Re maintained a high quality and well diversified investment
portfolio with over 50% of assets in cash, short-term deposits, treasury bills or government backed
instruments. In addition, the company reduced its exposure to corporate credit through hedging. The
traded portfolio was also further reduced through disposals and hedging.

As of September 30, 2010, equity portfolio was approximately 12% of total investments whereas
fixed income portfolio was approximately 61%. The fixed income portfolio consisted of $56.8 billion
of government bonds, $23.7 billion of corporate bonds and $16.8 billion of RMBS, CMBS and other
asset backed securities.

Source of Information: Company Annual Report
Summarized Accounts as of December 31, 2009

US $ per Local Currency Unit .9634 =1 Swiss Franc (CHF)

STATEMENT OF INCOME
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General technical account:
Direct premiums
Reinsurance premiums assumed

Gross premiums written
Reinsurance ceded

Net premiums written
Increase/(decrease) in gross unearned premiums

Net premiums earned
Other technical income

Total underwriting income

Net claims paid
Net increase/(decrease) in claims provision

Net claims incurred

Management expenses
Acquisition expenses

Net operating expenses
Total underwriting expenses

Balance on general technical account

Life technical account:
Direct premiums
Reinsurance premiums assumed

Gross premiums written
Reinsurance ceded

Net premiums written
Increase/(decrease) in gross unearned premiums

Net premiums earned

Net investment income
Realised capital gains/(losses)
Other technical income

Total revenue

Net claims paid
Net increase/(decrease) in claims provision

Net claims incurred
Dividends to policyholders

Management expenses
Acquisition expenses
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12/31/2009
CHF(000)

1,992,000
15,175,000
17,167,000

4,103,000
13,064,000
-863,000
13,927,000
38,000

13,965,000

12,658,000
-3,575,000

9,083,000

1,505,000
2,395,000

3,900,000

12,983,000

982,000

1,517,000
10,013,000

11,530,000

10,698,000
19,000

10,679,000
3,445,000
3,209,000

916,000

18,249,000

11,097,000
-1,749,000
9,348,000
4,823,000

844,000
2,488,000
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12/31/2009
USD(000)

1,919,093
14,619,595
16,538,688

3,952,830
12,585,858

831,414

13,417,272

13,453,881

12,194,717
-3,444,155

8,750,562

1,449,917
2,307,343

3,757,260

12,507,822

946,059
1,461,478

11,108,002
801,549
10,306,453
18,305
10,288,149
3,318,913
3,091,551

17,581,087

10,690,850
-1,684,987

9,005,863
4,646,478

813,110
2,396,939
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Net operating expenses
Total expenses

Balance on long-term technical account

Combined technical account:
Direct premiums
Reinsurance premiums assumed

Gross premiums written
Reinsurance ceded

Net premiums written
Increase/(decrease) in gross unearned premiums

Net premiums earned

Net investment income
Realised capital gains/(losses)
Other technical income

Total revenue

Net claims paid
Net increase/(decrease) in claims provision

Net claims incurred
Dividends to policyholders

Management expenses
Acquisition expenses

Net operating expenses
Total underwriting expenses

Balance on combined technical account

Non-technical account:
Net investment income
Realised capital gains/(losses)
Other income/(expense)

Profit/(loss) before tax
Taxation

Profit/(loss) after tax

Exceptional income/(expense)

Retained Profit/(loss) for the financial year

Retained Profit/(loss) carried forward

MOVEMENT IN CAPITAL & SURPLUS
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3,332,000

17,503,000

746,000

3,509,000

28,697,000
4,935,000
23,762,000
-844,000
24,606,000
3,445,000
3,209,000
954,000

32,214,000

23,755,000
-5,324,000
18,431,000

4,823,000

2,349,000
4,883,000

7,232,000

30,486,000

1,728,000

2,454,000
28,000
-3,256,000
954,000
231,000

723,000

-217,000

506,000

506,000
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3,210,049

16,862,390

718,696

3,380,571
24,266,119

27,646,690

22,892,311
-813,110
23,705,420
3,318,913
3,091,551
919,084

31,034,968

22,885,567
-5,129,142
17,756,425

4,646,478

2,263,027
4,704,282

6,967,309

29,370,212

1,664,755

2,364,184
26,975
-3,136,830
919,084
222,545

696,538

-209,058

487,480

487,480
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12/31/2009 12/31/2009
CHF(000) USD(000)
Capital & surplus brought forward 20,453,000 19,704,420
Change in share capital 3,381,000 3,257,255
Change in other reserves 66,000 63,584
Currency exchange gains 255,000 245,667
Profit or loss for the year 723,000 696,538
Capital gains or (losses) 970,000 934,498
Dividend to shareholders -34,000 -32,756
Other changes 387,000 372,836
Total change in capital & surplus 5,748,000 5,537,623
Capital & surplus carried forward 26,201,000 25,242,043
12/31/2009 12/31/2009 12/31/2009
CHF(000) % of total USD(000)
Cash & deposits with credit institutions 39,236,000 16.3 37,799,962
Bonds & other fixed interest securities 93,337,000 38.8 89,920,866
Shares & other variable interest instruments 20,825,000 8.7 20,062,805
Liquid assets 153,398,000 63.8 147,783,633
Mortgages & loans 5,795,000 2.4 5,582,903
Real Estate 2,122,000 0.9 2,044,335
Other investments 23,883,000 9.9 23,008,882
Total investments 185,198,000 77.0 178,419,753
Reinsurers' share of technical provisions - other 11,631,000 4.8 11,205,305
Total reinsurers share of technical reserves 11,631,000 4.8 11,205,305
Deposits with ceding companies 9,929,000 4.1 9,565,599
Insurance/reinsurance debtors 12,170,000 5.1 11,724,578
Other debtors 621,000 0.3 598,271
Total debtors 12,791,000 53 12,322,849
Prepayments & accrued income 1,618,000 0.7 1,558,781
Other assets 15,163,000 6.3 14,608,034
Goodwill 4,274,000 1.8 4,117,572
Total assets 240,604,000 100.0 231,797,894
12/31/2009 12/31/2009 12/31/2009
CHF(000) % of total USD(000)
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Capital 1,463,000 0.6 1,409,454

Paid-up capital 1,463,000 0.6 1,409,454
Non-distributable reserves 11,156,000 4.6 10,747,690
Retained earnings 20,087,000 8.3 19,351,816
Current year net income -6,505,000 -2.7 -6,266,917

Capital & surplus 26,201,000 10.9 25,242,043
Gross provision for unearned premiums 6,748,000 2.8 6,501,023
Gross provision for outstanding claims 58,940,000 24.5 56,782,796
Gross provision for outstanding claims - life 11,781,000 4.9 11,349,815
Gross provision for long term business - life 41,292,000 17.2 39,780,713
Gross provision for linked liabilities - life 37,931,000 15.8 36,542,725

Total gross technical reserves 156,692,000 65.1 150,957,073
Short term borrowings 8,295,000 34 7,991,403
Long term borrowings 8,778,000 3.6 8,456,725
Other borrowings 11,136,000 4.6 10,728,422

External borrowings 28,209,000 11.7 - 27,176,551
Deposits received from reinsurers 4,165,000 1.7 4,012,561
Insurance/reinsurance creditors 4,916,000 2.0 4,736,074
Other creditors 629,000 0.3 605,979

Total creditors 5,545,000 2.3 5,342,053
Other liabilities 19,792,000 8.2 19,067,613

Total liabilities & surplus 240,604,000 100.0 231,797,894

HISTORY

Swiss Re was founded in Zurich, Switzerland in 1863. The group operates from 79 offices in more
than 25 countries and provides its expertise and services to clients throughout the world. The group's
clients include leading insurers, Fortune Global 500 companies, governments and non-governmental
organizations in over 160 countries. Swiss Re's traditional reinsurance products and related services
for Property & Casualty and Life & Health business are complemented by insurance-based corporate
finance solutions and supplementary services for comprehensive risk management.

Swiss Re views its 146-year history more than simply the number of years the company has been in
existence. It utilizes its history for competitive advantage, as a symbol of the company's long-
standing partnerships with its clients, many of whom have been doing business with the company for
decades, and, in some cases, for over a century. To the company, its history also represents the
experience in which its expertise in risk management is rooted.

On April 30, 2004, Swiss Re completed Admin ReSM's acquisition of CNA Financial Corp.'s

individual life insurance business for approximately USD 700 million. The in force business, which
will be put into run-off, includes term, universal and permanent life insurance policies and individual
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annuity products. This transaction strengthens Swiss Re's Life & Health business in North America.
The acquisition was in response to Admin Re's strategy to expand business, specifically in the area of
administrative reinsurance, which continues to be an important element of its growth.

On June 9, 2006, Swiss Re completed the acquisition of IS (fifth largest reinsurer worldwide) from
General Electric Company for USD 6.8 billion plus closing adjustments of USD 0.6 billion. The
acquisition creates the world's largest and most diversified global reinsurer. IS added further
momentum to Swiss Re's sustainable earnings growth. This acquisition consolidates further Swiss
Re's global leadership position, adding new talents to its global workforce and building on the
benefits of an enlarged client base and expanded product offerings.

On December 11, 2007, Swiss Re announced that business in relation to financial market activities
has been re-classified (for financial reporting purposes) to the respective product lines effective 2007.
Financial services activities have been integrated into the products function (Property & Casualty and
Life & Health). Returns from risk taking in proprietary assets are included in the investment result,
while securitization-related income and insurance or reinsurance revenues are reclassified to the
relevant product line in Property & Casualty and Life & Health. The Financial Markets segment
contains all asset management activities, as well as the structured and portfolio CDS (both in run-
off).

On January 23, 2008, Swiss Re announced that it entered into a proportional reinsurance contract
with Berkshire Hathaway Inc. (Berkshire Hathaway) (Omaha, Nebraska). Under this quota share
arrangement, Berkshire Hathaway will assume a 20% share of all Swiss Re's property and casualty
business for the next five years. The contract was effective as of January 1, 2008. This transaction
would potentially lead to a reduction in the capital deployed in Swiss Re's Property & Casualty
business. Swiss Re intended, in addition to its previously announced buy-back program, to acquire its
own shares in the market for general treasury purposes up to a total value of CHF 1.75 billion.
Furthermore, Berkshire Hathaway notified Swiss Re on January 22, 2008 that, as of the same day, it
held through its subsidiary Columbia Insurance Company (Omaha, Nebraska), 11,250,000 registered
shares or 3.03% of the voting rights of Swiss Re, which it acquired in the open market. The
notification was made in compliance with the Swiss Federal Act on Stock Exchanges and Securities
Trading.

On October 31, 2008, Swiss Re completed the acquisition of Barclays Life Assurance Company Ltd
(Barclays Life) for a cash purchase price of GBP 762 million. The transaction was announced on 5
August 2008 and has received all the required regulatory approvals. In purchasing Barclays Life,
Swiss Re has acquired around 760,000 life insurance and pension policies and annuity contracts,
representing approximately GBP 6.8 billion in invested assets. Barclays Life has been closed to new
business since 2001. The transaction provides further scale and infrastructure for Swiss Re's Admin
Re® business in the United Kingdom and underlines Swiss Re's role as a leading player in the
origination, transfer and trading of insurable risks.

MANAGEMENT

Swiss Re's Board of Directors has delegated the conduct of business operations to the Executive
Committee and the Executive Board. The Executive Committee comprises the CEO and the Heads of
Global Functions. It is responsible for managing and coordinating the group's operations. The
Executive Board comprises the members of the Executive Committee and further senior executives.
It supports the Executive Committee as a sounding forum and reviews the group's strategy and
business policies as well as the group plan.
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Members of the Executive Committee and the Executive Board are appointed by the Board of

Directors upon recommendation of the CEO and after consultation with the Compensation

Committee.

Stefan Lippe, CEO has overall responsibility over the Executive Committee. Mr. Lippe joined
Bavarian Re in December 1983, In September 2008, the Board of Directors of Swiss Re appointed
him Deputy Chief Executive and Chief Operating Officer. On February 12, 2009, the Board
announced that Mr. Lippe assumes the position of CEO.

The Board of Directors has appointed George Quinn as Group Chief Financial Officer and Member
of the Executive Committee, effective March 1, 2007. Mr. Quinn was previously the Regional Chief

Financial Officer for Swiss Re Americas.

Officers: Chief Executive Officer, Stefan Lippe; Chief Operating Officer, Agostino Galvagni; Chief
Financial Officer, George Quinn; Chief Underwriting Officer, Brian Gray; Chief Risk Officer, Raj
Singh; Managers, David Blumer (Financial Markets), Michel M. Lies (Client Markets).

Directors: Jakob Baer, Thomas W. Bechtler, Rajna Gibson Brandon, Raymund Breu, Mathis
Cabiallavetta, Raymond K. F. Ch'ien, John R. Coomber, Peter Forstmoser (Chairman), Benedict G.
F. Hentsch, Felix Horber (Secretary), Walter B. Kielholz, Hans Ulrich Maerki, Bob Scott, Kaspar

Villiger.
BALANCE SHEET ITEMS
CHF CHF CHF CHF CHF
(000) (000) (000) (000) (000)
2009 2008 2007 2006 2005
Liquid assets 153,398,000 156,657,000 212,782,000 194,499,000 126,300,000
Total investments 185,198,000 181,233,000 239,343,000 217,844,000 138,969,000
Total assets 240,604,000 239,877,000 307,287,000 291,300,000 221,299,000
Gross technical reserves 156,692,000 157,741,000 187,616,000 190,769,000 143,518,000
Net technical reserves 145,061,000 145,807,000 173,384,000 172,070,000 130,327,000
Total liabilities 214,403,000 219,424,000 275,420,000 260,416,000 196,906,000
Capital & surplus 26,201,000 20,453,000 31,867,000 30,884,000 24,393,000
INCOME STATEMENT ITEMS
CHF CHF CHF CHF CHF
(000) (000) (000) (000) (000)
2009 2008 2007 2006 2005
Gross premiums written 28,697,000 30,851,000 34,354,000 31,796,000 29,449,000
Net premiums written 23,762,000 25,659,000 31,217,000 29,079,000 27,053,000
Balance on technical account(s) 1,728,000 853,000 2,884,000 3,027,000 -149,000
Profit/(loss) before tax 954,000 -1,350,000 5,187,000 5,856,000 2,559,000
Profit/(loss) after tax 723,000 -864,000 4,162,000 4,560,000 2,304,000
LIQUIDITY RATIOS (%)
2009 2008 2007 2006 2005
Total debtors to total assets 5.3 5.5 5.0 53 5.1
Liquid assets to net technical reserves 105.7 107.4 122.7 113.0 96.9
Liquid assets to total liabilities 715 714 713 74.7 64.1
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Total investments to total liabilities 86.4 82.6 86.9 83.7 70.6
PROFITABILITY RATIOS (%)

2009 2008 2007 2006 2005
Loss ratio 65.2 69.4 63.5 63.6 85.5
Operating expense ratio 29.9 29.5 293 29.3 249
Combined ratio 95.1 98.9 92.8 92.9 1104
Other technical expense or (income) ratio -0.3 -0.4 -0.5 -0.3 -0.3
Net investment income ratio 17.6 18.1 16.8 20.2 11.7
Operating ratio 77.2 80.4 75.5 72.3 98.5
Benefits paid to net premiums written (Life) 132.5 56.4 105.2 113.9 1214
Expense ratio (Life) 31.1 324 31.6 29.7 31.0
Return on net premiums written 3.0 -3.4 133 15.7 8.5
Return on total assets 0.2 -0.3 14 1.8 1.2
Return on capital & surplus 22 -3.3 133 16.5 10.3

A Best's Financial Strength Rating opinion addresses the relative ability of an insurer to meet its ongoing
insurance obligations. The ratings are not assigned to specific insurance policies or contracts and do not
address any other risk, including, but not limited to, an insurer's claims-payment policies or procedures; the
ability of the insurer to dispute or deny claims payment on grounds of misrepresentation or fraud; or any
specific liability contractually borne by the policy or contract holder. A Best's Financial Strength Rating is not a
recommendation to purchase, hold or terminate any insurance policy, contract or any other financial obligation
issued by an insurer, nor do they address the suitability of any particular policy or contract for a specific
purpose or purchaser.

A Best's Debt/Issuer Credit Rating is an opinion regarding the relative future credit risk of an entity, a credit
commitment or a debt or debt-like security.

Credit risk is the risk that an entity may not meet its contractual, financial obligations as they come due. These
credit ratings do not address any other risk, including but not limited to liquidity risk, market value risk or price
volatility of rated securities. The rating is not a recommendation to buy, sell or hold any securities, insurance
policies, contracts or any other financial obligations, nor do they address the suitability of any particular

financial obligation for a specific purpose or purchaser.

In arriving at a rating decision, A.M. Best relies on third-party audited financial data and/or other information
provided to it. While this information is believed to be reliable, A.M. Best does not independently verify the
accuracy or reliability of the information. Any and all ratings, opinions and information contained herein are
provided "as is," without any express or implied warranty.

Visit www.ambest.com/ratings/notice for additional information or www.ambest.com/terms.html for details on
the Terms of Use.

Copyright © 2010 A.M. Best Company, Inc. All rights reserved.

No part of this report may be reproduced, distributed, or stored in a database or retrieval system, or
transmitted in any form or by any means without the prior written permission of the A.M. Best Company. While
the data in this report was obtained from sources believed to be reliable, its accuracy is not guaranteed.

AMB Credit Report - Insurance Professional BCR12202010
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Best's Credit Rating and Report Updates for
TRANSATLANTIC REINSURANCE COMPANY

Best's Rating of A (Excellent)
Financial Size Category of XV ($2 Billion or greater)

Rating Cateqgory (Excellent): Assigned to companies that have, in our opinion, an excellent ability to meet
their ongoing insurance obligations. A.M. Best assigns each letter rated (A++ through D) insurance company a
Financial Size Category (FSC), which is designed to provide a convenient indicator of the size of a company
based on reported policyholders' surplus and conditional or reserve funds.

The objective of Best's Credit rating system is to provide an opinion of an insurer's financial strength and
ability to meet ongoing obligations to policyholders. Our opinions are derived from the evaluation of a
company's balance sheet strength, operating performance and business profile as compared to Best's
quantitative and qualitative standards. View our Best's Credit Rating Methodology for more information.

While Best's Credit Ratings reflect our opinion of a company's financial strength and ability to meet its
ongoing obligations to policyholders, they are not a warranty, nor are they a recommendation of a specific
policy form, contract, rate or claim practice. View our entire notice for complete details.

The rating symbols "A++", "A+", "A", "A-", "B++", and "B+" are registered certification marks of the A.M. Best
Company, Inc.

Note: The above information reflects the most recent Best's Credit Rating for this company, which may have been released subsequent to the
creation of the following AMB Credit Report - Insurance Professional.

AMB Credit Report - Insurance Professional provides detailed business overview, extensive financial data
and analytical commentary, product and geographic information, company history, as well as the rationale
supporting the financial strength rating assigned by A.M. Best. These reports are updated on a regular basis
based on input and analysis performed throughout the year.

Report Revision Date - 12/21/2010 '

The Report Revision Date " represents the last significant material change made to this report. Other non-
material changes may have been made to this report subsequent to this date, but are not reflected in the
report revision date. The AMB Credit Report - Insurance Professional below was created based on the
following dates.

Rating and Commentary " Financial 2 General Information 3
Best's Credit Rating: 12/21/2010 | Time Period: 3rd Quarter - 2010 Corporate Structure: N/A
Rating Rationale: 12/21/2010 Last Updated: 12/18/2010 States Licensed: 04/13/2010
. . ; Officers and Directors:
Report Commentary: 06/01/2010 | Status: Quality Cross Checked 06/01/2010

*Note: The Rating and Commentary1 date outlines the most recent updates to the Company's Rating, Rationale, and Report Commentary for
key rating and business changes. Report commentary may include significant changes to Business Review, Financial Performance/Eamings,

Capitalization, Investment/Liquidity, or Reinsurance sections of the report. The Financial 2 gate reflects the current status of the financial tables
found within the body of the Report, including whether the data was loaded as received or had been run through our quality control cross-check

process. The General Information 3 date covers key areas that may have changed such as corporate structure, states licensed or officers and
directors.
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AMB Credit Report - Insurance Professional for
TRANSATLANTIC REINSURANCE COMPANY

Ultimate Parent: Transatlantic Holdings Inc

80 Pine Street, 9th Floor, New York, New York, United States 10005
Web: www.transre.com

Tel: 212-365-2200 Fax: 212-365-2360
AMB#: 003126 NAIC#: 19453
Ultimate Parent#: 058477 FEIN#: 13-5616275

Report Revision Date: 12/21/2010

BEST'S FINANCIAL STRENGTH RATING

Based on our opinion of the company's Financial Strength, it is assigned a Best's Financial Strength
Rating of A (Excellent). The company's Financial Size Category is Class X V.

RATING UNIT MEMBERS

Transatlantic Reinsurance Company (AMB# 003126):
AMB# COMPANY BEST'S FSR
086500 Trans Re Zurich Re Ag

RATING RATIONALE

Rating Rationale: Transatlantic Reinsurance Company's (Transatlantic) wholly owned European
subsidiary, Trans Re Zurich, is group rated with Transatlantic and receives the same rating.

The rating reflects Transatlantic's excellent business profile as a leading international reinsurance
organization, with a book of business that is diversified by product line and geography. Transatlantic
predominately writes casualty-oriented business, and it has a relatively long track record of stable
and consistent operating results, which have generated very strong operating cash flows. Throughout
2010, the company's risk-adjusted capital has continued to improve and is currently at its strongest
level in recent history.

Partially offsetting these positive rating attributes are A.M. Best's concerns regarding the soft
casualty market, from which Transatlantic derives a significant portion of its premiums as well as
reserve adequacy on its casualty-oriented business. In addition, as a casualty writer, Transatlantic has
a significant amount of investment leverage, although this concern is somewhat mitigated based on
the company's investing philosophy.

Best's Financial Strength Rating: A Outlook: Stable

FIVE YEAR RATING HISTORY

Best's
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Period
Ending
2005
2006
2007
2008
2009

5-Yr Avg

Date

12/21/10
11/10/09
05/11/09
11/10/08
09/15/08
05/28/08
02/14/08
06/13/07
06/13/06

KEY FINANCIAL INDICATORS

Period
Ending
2005
2006
2007
2008
2009

09/2009
09/2010

Period
Ending
2005
2006
2007
2008
2009

09/2009
09/2010

Profitability

Comb.
Ratio
112.9

95.7
95.3
99.5
92.8

98.9

Statutory Data ($000)

Direct Net

Premiums Premiums

Written Written

2,935,152

3,145,365

3,430,677

3,488,869

3,410,014

2,595,205

2,485,096
Statutory Data ($000)

Total

Net Admitted

Income Assets

17,187 9,031,434

384,660 10,161,483

391,666 12,633,236

103,448 11,451,445

415,534 12,420,640

246,625 12,245,175

254,327 13,090,752

Leverage
Inv. Pretax
Yield ROR NAlInv NPW
% % Lev  to PHS
42 -2.6 29.1 1.1
4.5 15.4 26.5 1.0
4.5 15.8 71.9 1.0
4.4 12.7 18.9 1.0
3.9 19.1 17.0 0.8
43 12.5

Pretax
Operating
Income
-75,740
475,726
532,325
448,777
657,531

472,314
286,824

Policy-
holders'
Surplus
2,617,997
3,059,483
3,368,801
3,534,148
4,016,064

3,820,599
4,261,958

Net
Lev

Liquidity
Overall

Lig
(%)

Oper.
Cash-
flow (%)

3.5 143.8
33 145.0
3.7 137.4
3.2 145.7
2.9 148.6
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142.0
121.4
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09/2009 92.8 XX 18.4 XX 0.9 3.1 146.3 143.9
09/2010 99.7 XX 11.7 XX 0.8 2.8 149.1 123.4

(*) Data reflected within all tables of this report has been compiled from the company-filed statutory
statement. Within several financial tables of this report, this company is compared against the
Reinsurance Composite.

BUSINESS REVIEW

The following text is derived from the report of Transatlantic Holdings, Inc. Group.

The companies within the Transatlantic Holdings, Inc. Group offer capacity for treaty and facultative
business, both directly and through reinsurance intermediaries. The group ranks as one of the leading
global professional reinsurers based on net premiums written. The group's business emphasis focuses
on the reinsurance of more complex risks, requiring a high degree of underwriting, actuarial and
claims expertise. The reinsurer's operating philosophy, which stems from its specialty focus, is to
adapt quickly to changing marketplace conditions. As a consequence, Transatlantic has been
creative, with business written on both a proportional and non-proportional basis. Business risks
include general liability which includes specialty risks, auto liability, medical malpractice,
homeowners, fire, allied lines, inland marine, ocean marine, aviation, accident and health, surety and
credit. A substantial portion of the business that Transatlantic writes requires a high level of expertise
to properly evaluate these complex risks.

Business is derived from both domestic and foreign sources. Transatlantic's home office is in New
York City and TRC is licensed or can serve as a reinsurer in all 50 states and the District of
Columbia in the United States and in Puerto Rico and Guam. In addition, the company has numerous
licenses and is registered or authorized to operate in various international jurisdictions throughout the
world.

The trend for Transatlantic has been that approximately half of total net premiums have been written
outside of the United States. Transatlantic's business is largely written on a treaty basis which
accounts for vast majority of net premiums. Treaty business is split between pro-rata and excess of
loss placements with a bias towards pro-rata. For the group as a whole, the split between casualty and
property is about 70% and 30%, respectively. Of the facultative net premiums written, approximately
60% represented casualty and the remainder property premium.

Transatlantic's customer base is comprised of a cross section of large national accounts, smaller
regional insurers, and highly focused specialized underwriters. International business has
approximated half of the group's net premiums written in recent years. Over time, international
growth has been spurred by the expansion of its global facilities in new and existing markets.

Transatlantic continues to benefit from the development of several new products as well as a strong
international sector. Transatlantic is recognized as a leading catastrophe excess-of-loss writer.

2009 BUSINESS PRODUCTION AND PROFITABILITY ($000)

% of Pure Loss
Product Premiums Written Total Loss & LAE
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Line Direct Net NPW Ratio Reserves
Reins-Casualty e 587,049 17.2 70.8 2,445,590
Oth Liab CM 474,100 13.9 65.3 1,025,100
Reins-Property e 424,423 12.4 21.5 370,685
Fire 309,535 9.1 44,7 301,876
Oth Liab Occur 186,177 5.5 89.3 746,664
Med Prof Liab CM 147,612 4.3 56.0 512,360
Priv Pass Auto Liab 131,152 3.8 85.8 158,207
Ocean Marine 126,674 3.7 60.4 211,929
Credit ' 113,589 33 112.6 131,007
Auto Physical 112,502 3.3 79.0 62,238
Allied Lines ... 107,690 3.2 35.0 31,915
Group A & H 103,777 3.0 72.5 83,365
Boiler & Mach 94,297 2.8 57.8 196,438
Surety 75,308 2.2 -15.7 71,479
Aircraft ... 68,587 2.0 56.4 99,650
All Other e 347,543 10.2 67.1 640,732
Totals 3,410,014 100.0 60.1 7,089,234
FINANCIAL PERFORMANCE

The following text is derived from the report of Transatlantic Holdings, Inc. Group.

Overall Earnings: The group has generated positive operating results that compare favorably with
the reinsurance industry over the recent S-year period, reflecting strong underwriting capability and
net investment income growth. With 2005 being the exception, earnings have been relatively stable
and overall positive earnings have allowed organic surplus growth which is absent in many of the
participants in the reinsurance industry. Given its predominant casualty focus, conservative exposure
management and diversified specialty risk book of business, earnings are generally subject to less
volatility than many of Transatlantic's peers. Best believes that the Transatlantic Holdings, Inc.
Group is in a position to generate strong and consistent operating earnings due to its globally
diversified book of business and specialty casualty focus.

PROFITABILITY ANALYSIS

Company Industry Composite
Pretax Return Pretax Return
Period ROR on  Comb. Oper. ROR on Comb. Oper.
Ending (%) PHS(%) Ratio Ratio (%) PHS(%) Ratio Ratio
2005 -2.6 -0.6 112.9 102.4 6.8 5.6 139.3 89.8
2006 15.4 16.1 95.7 83.7 52.7 21.4 91.4 48.2
2007 15.8 12.2 95.3 83.0 31.6 11.2 91.7 59.0
2008 12.7 54 99.5 87.2 24.1 -13.9 101.0 721
2009 19.1 11.1 92.8 80.8 39.9 20.7 92.7 59.1
5-Yr Avg 12.5 9.2 98.9 87.0 324 9.1 101.2 64.3
09/2009 18.4 XX 92.8 81.0 XX XX XX XX
09/2010 11.7 XX 99.7 87.2 XX XX XX XX
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Underwriting Income: Solid underwriting results have been generated over the last five years,
reflective of its product and global diversification strategies. While the group experienced higher
losses associated with numerous catastrophes in 2005, as well as adverse loss reserve development
associated with the 1997 to 2002 accident years, overall performance over the period continues to
surpass many of its peers. Underwriting results also benefit from its specialty underwriting focus
which enables the group to successfully carve out niche areas. As a result, the group has produced
combined ratios over the past five years averaging approximately 99% with 2006, 2007 and 2009
being some of the better years. Best expects the group to continue to generate solid and consistent
underwriting results based on its opportunistic business approach, recognized leadership position in
the special risk markets, commitment to underwriting discipline, as well as its minimal exposure to
prior year asbestos and environmental reserve development.

UNDERWRITING EXPERIENCE

Net Undrw Loss Ratios ____ Expense Ratios

Income Pure Loss & Net  Other  Total Div. Comb
Year (3000) Loss LAE LAE Comm  Exp. Exp. Pol.  Ratio
2005 -387,457 81.9 3.7 85.5 25.0 2.4 27.4 112.9
2006 114,236 64.1 3.8 67.9 24.9 2.9 27.8 95.7
2007 140,603 63.3 3.7 67.0 25.2 3.1 28.3 95.3
2008 27,174 67.7 33 71.1 25.1 34 28.4 99.5
2009 256,321 60.1 4.2 64.4 24.2 42 28.4 e 92.8
5-Yr Avg 67.0 3.7 70.8 24.9 3.2 28.1 98.9
09/2009 179,146 60.8 4.3 65.0 XX XX 27.8 92.8
09/2010 -549 64.6 4.7 69.2 XX XX 30.5 99.7

Investment Income: Over the recent five-year period net investment income has generally
experienced solid growth as profitable operations have contributed to an increasingly higher invested
asset base. In 2008, the invested assets declined approximately 10% versus 2007 due to the exit from
a securities lending program. The group continues to adjust its investment portfolio based on market
conditions. The investment portfolio continues to be composed of a large proportion of tax-exempt
securities. Overall, Transatlantic continues to generate solid investment returns given its cash flow
advantage relative to its peers driven by its strong premium growth and longer-tail book of business.
These factors, coupled with the group's conservative investment strategy which seeks to optimize
after-tax income through a high-quality diversified bond portfolio and seeks capital appreciation in
its equity portfolio through investment in a selection of large capitalization U.S. stocks, will enable
the group to continue to grow its portfolio and increase investment income over time.

INVESTMENT INCOME ANALYSIS ($000)

Company
Net Realized Unrealized
Inv Capital Capital
Year Income Gains Gains
2005 301,174 26,176 -29,819
2006 371,263 21,558 71,482
2007 414,393 23,758 -745
2008 432,202 -191,823 83,000
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2009 409,988 -94,790 2,692
09/2009 303,143 -102,841 -13,060
09/2010 308,743 29,364 70,688
Company _Industry Composite
Inv Inc Inv Total Inv Inc Inv
Growth Yield Return Growth Yield
Year % % % % %
2005 12.3 4.2 4.1 75.5 5.7
2006 233 4.5 5.6 17.7 6.3
2007 11.6 4.5 4.7 -24.6 4.4
2008 4.3 4.4 3.2 -14.0 3.9
2009 -5.1 3.9 3.0 20.9 4.7
5-Yr Avg 7.9 4.3 4.1 8.0 5.0
09/2009 XX XX 1.8 XX XX
09/2010 XX XX 3.6 XX XX

INVESTMENT PORTFOLIO ANALYSIS

2009 Inv
Asset Assets % of Invested Assets Annual
Class (8000) 2009 2008 % Chg
Long-Term bonds 9,380,146 82.9 82.4 10.2
Stocks 513,238 4.5 54 -8.3
Affiliated Investments 460,078 4.1 4.9 -9.7
Other Inv Assets 965,844 8.5 7.3 28.6
Total 11,319,307 100.0 100.0 9.6

2009 BOND PORTFOLIO ANALYSIS

% of Mkt Val Avg. Class Class Struc. Struc.
Asset Total toStmt Maturity 1-2 3-6 Secur. Secur.
0

Class Bonds Val(%) Yrs % % % Kpg—g ]f

Governments 54 0.1 4.2 100.0 .
States, terr & poss 22.3 34 8.0 100.0

Special Revenue 45.5 2.7 9.1 100.0

Corporates 26.7 -2.3 4.8 99.9 0.1 17.7 11.6

Total all bonds 100.0 1.6 74 1000 0.0 4.7 11.6
CAPITALIZATION

The following text is derived from the report of Transatlantic Holdings, Inc. Group.

Capital Generation: Transatlantic's capital generation remains strong as a result of continued solid
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operating earnings. TRC's surplus has experienced steady increases over the recent five year period.
In 2005, a $745 million capital contribution was made from THI to TRC. Based on the group's strong
operating results, significant premium expansion, disciplined investment and underwriting strategies,
and limited dividend requirements, Best expects the group to continue to generate strong internal
capital growth.

CAPITAL GENERATION ANALYSIS ($000)

Source of Surplus Growth
Pretax Total Net
Operating Inv. Contrib.
Year Income Gains Capital
2005 -75,740 -3,643 710,000
2006 475,726 93,040 -86,024
2007 532,325 23,013 -74,247
2008 448,777 -108,824 -78,408
2009 657,531 -92,098 -131,416
5-Yr Total 2,038,619 -88,511 339,905
09/2009 472,314 -115,901 -86,649
09/2010 286,824 100,052 -176,289
Source of Surplus Growth
Other, Change PHS
Net of in Growth
Year Tax PHS %
2005 42,930 673,547 34.6
2006 -41,256 441,485 16.9
2007 -171,773 309,318 10.1
2008 -96,198 165,347 4.9
2009 47,898 481,916 13.6
5-Yr Total -218,399 2,071,614
09/2009 16,686 286,450 8.1
09/2010 43,322 245,895 6.1

Overall Capitalization: The group maintains adequate risk-adjusted capital based on its Best's
Capital Adequacy Ratio (BCAR). The BCAR score remains adequate given the overall
diversification of its book of business and increasing capital base. The group's risk-adjusted capital
position is strengthened by its higher level of loss sensitive business and modest catastrophe
exposures. Transatlantic has historically operated from a lean base of capital and what has largely
offset this concern is the company's ability to deliver consistent and stable underwriting and
operating results which has been demonstrated over the long-term. Nonetheless, A.M. Best continues
to closely monitor risk-adjusted capital.

QUALITY OF SURPLUS (3000)

% of PHS __Dividend Requirements

http://www3.ambest.com/ratings/reportserver.asp?x=1&report=003126&altsrc=24 &refstr= 1/7/2011




AMB Credit Report - Insurance Professional - TRANSATLANTIC REINSURANCE CO... Page 9 of 18

Year- Cap Stk/ Un- Stock- Divto  Divto

End Contrib. assigned holder POI Net Inc.

Year PHS Cap. Other  Surplus Divs % %
2005 2,617,997 45.0 55.0 -35,000 -46.2 203.6
2006 3,059,483 38.6 61.4 -89,000 18.7 23.1
2007 3,368,801 353 64.7 -82,000 15.4 20.9
2008 3,534,148 34.0 66.0 -92,000 20.5 88.9
2009 4,016,064 30.3 69.7 -147,000 224 354
09/2009 3,820,599 31.7 68.3 -97,000 20.5 39.3
09/2010 4,261,958 29.1 70.9 -200,000 69.7 78.6

Underwriting Leverage: Since 2004, the company's underwriting leverage measures have trended
downward with the industry composite, however Transatlantic's leverage measures remain elevated
compared to the composite. This elevated underwriting leverage is also witnessed in the BCAR score
for the company and it continues to be an area which A.M. Best closely monitors. A.M. Best does
take some comfort in Transatlantic's long-term results which have demonstrably been very stable
compared to many of its peers.

Its international operations have provided the group significant expansion opportunities in Europe.
This provides the group with geographical diversification and balance in its product line. The group's
specialty casualty focus and established international network provide Transatlantic significant
competitive advantages to continue its future growth and enhance its global stature.

LEVERAGE ANALYSIS
Company Industry Composite
NPW to Reserves Net Gross NPWto Reserves Net Gross
Year PHS to PHS Lev Lev PHS to PHS Lev Lev
2005 1.1 1.9 3.5 4.1 0.2 0.8 1.8 2.5
2006 1.0 1.8 33 3.8 0.3 0.7 1.6 2.2
2007 1.0 1.8 3.7 4.1 0.3 0.7 1.6 2.1
2008 1.0 1.9 3.2 3.5 0.3 0.8 1.8 2.4
2009 0.8 1.8 2.9 3.2 0.3 0.7 1.5 2.0
09/2009 0.9 1.8 3.1 XX XX XX XX XX
09/2010 0.8 1.7 2.8 XX XX XX XX XX
PREMIUM COMPOSITION & GROWTH ANALYSIS
Period DPW GPW
Ending (3000) (% Chg) (3000) (% Chg)
2005 e 3,507,751 -7.2
2006 v e 3,659,203 4.3
2007 3,945,222 7.8
2008 3,986,685 1.1
2009 3,814,364 -4.3
5-Yr CAGR 0.2
5-Yr Change 0.9
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09/2009 . e 2,947,649 -4.7
09/2010 e e 2,800,199 -5.0
Period NPW NPE

Ending (3000) (% Chg) (3000) (% Chg)
2005 2,935,152 -8.9 2,872,903 -8.5
2006 3,145,365 7.2 3,084,412 7.4
2007 3,430,677 9.1 3,365,624 9.1
2008 3,488,869 1.7 3,520,371 4.6
2009 3,410,014 -2.3 3,437,356 -2.4
5-Yr CAGR 1.1 1.8
5-Yr Change 5.8 9.5
09/2009 2,595,205 -3.6 2,573,340 -3.5
09/2010 2,485,096 -4.2 2,460,061 -4.4

Reserve Quality: Adverse development related to accident years 1997-2002 has acted as a drag on
earnings over the years although the reserving issues associated with those years appear to be largely
behind the company. Transatlantic's total net pre-1986 A&E reserves constitute less than 1% of its
overall loss reserve base. The majority of Transatlantic's A&E liabilities arise from contracts entered
into after 1985 that were specifically underwritten as environmental and asbestos-related coverages.
This coupled with Transatlantic's late entry into the casualty market in the late 1970's and its heavier
property orientation at that time, minimizes the potential exposure to these problematic liabilities.
Ultimately, Best believes that Transatlantic's exposure to ongoing emergence of 1985 and prior A&E
claims is manageable with only modest earnings drag expected.

LOSS & ALAE RESERVE DEVELOPMENT: CALENDAR YEAR ($000)

Original Developed Develop. Develop. Develop. Unpaid Unpaid
Calendar Loss Reserves to to to Reserves Resrv. to
Year Reserves Thru 2009 Orig.(%) PHS (%) NPE (%) @12/2009 Dev.(%)
2004 4,390,862 5,560,740 26.6 60.2 177.1 1,591,279 28.6
2005 5,072,616 5,758,437 13.5 26.2 200.4 2,061,499 35.8
2006 5,526,704 5,766,028 4.3 7.8 186.9 2,679,963 46.5
2007 6,142,724 6,212,108 1.1 2.1 184.6 3,757,213 60.5
2008 6,581,937 6,543,729 -0.6 -1.1 185.9 5,199,544 79.5
2009 7,040,065 7,040,065 e 204.8 7,040,065 100.0

LOSS & ALAE RESERVE DEVELOPMENT: ACCIDENT YEAR ($000)

Original Developed Develop. Unpaid AccYr. Acc Yr.
Accident Loss Reserves to Reserves Loss Comb
Year Reserves Thru 2009 Orig.(%) @12/2009 Ratio Ratio
2004 1,546,563 1,206,210 -22.0 315,921 54.1 80.8
2005 1,682,626 1,463,490 -13.0 470,220 68.7 96.1
2006 1,536,235 1,267,456 -17.5 618,464 53.3 81.1
2007 1,802,264 1,719,955 -4.6 1,077,250 61.8 90.0
2008 2,024,801 1,916,840 -5.3 1,442,331 68.0 96.5
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93.9

ASBESTOS & ENVIRONMENTAL (A&E) RESERVES ANALYSIS

Year
2005
2006
2007
2008
2009

Company
Net A&E Reserve Net
Reserves Retention IBNR
Year ($000) % Mix (%)
2005 26,078 22.3 39.3
2006 28,037 27.4 49.3
2007 24,124 22.6 53.4
2008 26,450 27.5 44.6
2009 28,029 28.1 47.6
Company Industry Composite
Comb Comb Comb Comb
Survival Ratio Ratio  Survival Ratio Ratio
Ratio Impact Impact Ratio Impact Impact
(3 yr) (1 yr) (3 yr) (3 yr) (1 yr) 3 yr)
0.2 1.0
0.2 0.5
5.6 0.0 0.2 8.5 0.7 0.7
6.6 0.1 0.1 7.4 0.3 0.5
8.6 0.1 0.1 7.7 0.6 0.5

Reinsurance Utilization: The Transatlantic Group maintains a prudent reinsurance program with

capacity provided by high quality reinsurers. The program is designed to give Transatlantic

additional capacity for its traditional treaty and facultative book while also providing catastrophe
protection. The group predominantly writes casualty and selectively allocates its property capacity
through careful monitoring of its aggregate zonal loss exposures.

Year
2005
2006
2007
2008
2009

US Affiliates

US Insurers

http://www3.ambest.com/ratings/reportserver.asp?x=1&report=003126&altsrc=24&refstr=

CEDED REINSURANCE ANALYSIS (5000)

Ceded
Reins
Total

1,632,557
1,503,020
1,171,252

910,634
1,010,666

Company ____Industry Composite

Business Rein Rec Ceded Business Rein Rec Ceded

Retention toPHS Reinsto  Retention to PHS Reins to

% (%) PHS (%) % (%) PHS(%)

90.1 48.1 62.4 63.2 51.7 77.8

93.7 39.6 49.1 88.3 42.8 56.8

94.8 26.7 34.8 90.0 39.0 52.8

96.6 18.8 25.8 88.2 447 59.2

89.6 19.7 25.2 86.1 34.8 46.4

2009 REINSURANCE RECOVERABLES ($§000)

Paid & Total

Unpaid Unearned Other Reins

Losses IBNR Premiums Recov* Recov

173,905 221,597 50,034 -4,916 440,620

269,012 128,081 24,108 -6,231 414,970
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Other Non-US 202,866 153,698 35,540 -14,501 377,603
Total (ex US Affils) 471,878 281,779 59,648 220,732 792,573
Grand Total 645.783 503.376 109,682 25648 1,233,193

* Tncludes Commissions less Funds Withheld

Investment Leverage: The group maintains modest investment leverage due to its relatively
conservative investment portfolio. In addition, the group's equity and affiliated holdings remain at
acceptable levels relative to its reinsurance peers. Investments are selected to balance the objectives
of minimizing interest rate exposure and optimizing after-tax returns while protecting principal.
Given the medium to long tail orientation of a substantial portion of the group's book of business,
often times it is in a position to hold securities in the investment portfolio until maturity. In a year
such as 2008, with the financial markets in turmoil, having the ability to hold on to securities is a
beneficial.

INVESTMENT LEVERAGE ANALYSIS (% OF PHS)

Company Industry Composite
Class Real Other Non-Affl Class

3-6 Estate/ Invested Common Inv. Affil 3-6 Common

Year Bonds Mtg. Assets Stocks Lev. Inv. Bonds Stocks
2005 0.4 6.6 22.1 29.1 13.6 1.9 46.4
2006 0.3 5.8 20.3 26.5 12.2 1.2 48.3
2007 0.9 52.0 19.0 71.9 10.5 1.3 45.9
2008 1.1 5.2 12.5 18.9 14.4 3.1 47.2
2009 0.0 4.8 12.2 17.0 11.5 2.3 50.1

LIQUIDITY

The following text is derived from the report of Transatlantic Holdings, Inc. Group.

Liquidity measures are reflective of Transatlantic's conservative investment strategy which provides
for laddered maturities to respond to both its short and long-term obligations. The group's continued
solid operating cash flows provide an additional funding source to meet these obligations. Based on
Transatlantic's historically solid operating experience and modest catastrophe exposure, Best expects
that the group's overall liquidity profile is more than adequate to support its current operations.

LIQUIDITY ANALYSIS
Company Industry Composite

Gross Gross

Quick  Current  Overall Agents Bal Quick  Current  Overall Agents Bal

Year Lig(%) Lig(%) Ligq(%) to PHS(%) Lig(%) Lig(%) Liq(%) to PHS(%)
2005 16.9 121.9 143.8 17.8 66.9 127.9 165.4 6.3
2006 17.6 123.3 145.0 17.0 66.4 135.6 175.8 4.4
2007 15.9 122.4 137.4 13.1 55.9 135.6 174.4 3.2
2008 15.3 125.8 145.7 12.1 50.0 121.1 169.8 53
2009 19.1 130.5 148.6 10.7 58.2 130.9 181.5 4.2
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09/2009 XX 127.8 146.3 11.6 XX XX XX XX
09/2010 XX 130.2 149.1 10.7 XX XX XX XX

CASH FLOW ANALYSIS ($000)

Company _Industry Composite

Underw Oper Net  Underw Oper  Underw Oper

Cash Cash Cash Cash Cash Cash Cash

Year Flow Flow Flow Flow (%) Flow (%) Flow (%) Flow (%)

2005 227,891 510,283 60,230 108.6 119.1 76.6 113.1

2006 627,302 933,370 16,753 126.6 138.4 113.8 141.5

2007 918,731 1,138,038 68,661 136.7 142.0 112.1 114.8

2008 347,230 700,476 154,187 111.0 121.4 106.2 122.4

2009 831,961 1,106,878 200,179 131.9 140.3 111.9 135.5

09/2009 626,411 895,442 351,365 131.3 143.9 XX XX

09/2010 260,101 537,986 -426,702 111.7 123.4 XX XX
HISTORY

This company was incorporated on October 29, 1952 under the laws of New York and began
business on January 1, 1953. All capital stock was purchased by the Excess Reinsurance Company of
America, Philadelphia, Pennsylvania, which on December 31, 1952 was merged with and into the
Transatlantic Reinsurance Company (TRC).

Paid-up capital of $6,041,655 consists of 1,208,331 common shares at $5 par value each. All
authorized shares are outstanding.

MANAGEMENT

The company was reorganized and recapitalized as of December 15, 1977. A majority portion of the
then outstanding shares held by American International Group, Inc. (AIG), were exchanged for new
shares (a 47.2% interest) in the reorganized carrier which were then transferred, via surplus
contributions, to American Home Assurance Company. The remaining shares were sold to seven
non-related insurers or their wholly-owned subsidiaries: Metropolitan Life Insurance Company
(29%), Swiss Reinsurance Company (23%), Walton Insurance Company of Bermuda (19%),
Compagnie Financiere et de Reassurance du Groupe, A.G. of Belgium (9%), United States Fidelity
and Guaranty Company (USF&G) (9%), Daido Mutual Life Insurance Company of Japan (5%) and
The Nichido Fire and Marine Insurance Company, Ltd. of Japan (5%). In April 1984, the shares
formerly owned by Walton Insurance Company of Bermuda were sold to General Reinsurance
Corporation. In May 1984, USF&G sold half of their shares to Daido Mutual Life Insurance
Company and half to The Nichido Fire and Marine Insurance Company.

As of early April 1990, the ownership interests in the company were comprised of: American Home
Assurance Company (49.99%) and six non-related shareholders with financial control (50.01%)
including: Metropolitan Life Insurance Company (16.09%), General Reinsurance Company
(10.35%), Swiss Reinsurance Company (10.12%), The Nichido Fire and Marine Insurance Company,
Ltd. of Japan (5.17%), Compagnie Financiere et de Reassurance du Groupe, A.G. of Belgium
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(4.14%) and Daido Mutual Life Insurance Company of Japan (4.14%). In mid-April 1990,
shareholders of TRC received common stock of PREINCO Holdings, Inc. in exchange for all their
shares. Following the exchange, the name of PREINCO Holdings, Inc., was changed to Transatlantic
Holdings, Inc. (TRH), and TRC became a wholly-owned subsidiary. Previously, in June 1986, AIG
had contributed all of the outstanding shares of Putnam Reinsurance Company (Putnam), along with
additional consideration, to the holding company in exchange for a 20% interest therein. In
December 1995, TRH contributed all the common stock of Putnam to TRC. At December 31, 2008,
AIG was the majority stockholder of TRH, with an ownership of approximately 59%. In June 2009
AIG reduced its ownership in TRH, through a secondary offering, to approximately 13.9% of the
company's outstanding common shares. In March 2010, AIG reduced its beneficial ownership
through another secondary public offering. Immediately following the March 2010 secondary public
offering, AIG beneficially owned approximately 1.1% (excluding shares held by certain mutual
funds that are advised or managed by subsidiaries of AIG).

Entirely new management has guided the affairs of the company since the late 1977 reorganization.
The official staff is headed by President and Chief Executive Officer, Robert F. Orlich, who prior to
assuming his present post in October 1994 served as an officer of Transatlantic since 1988, first as
Vice President and then until October 1994, as Executive Vice President. Operations of this reinsurer
are separate and apart from those of AIG and its other affiliates. Mr. Orlich is also President and
Chief Executive Officer of Transatlantic Holdings, Inc. and Putnam Reinsurance Company.

Officers: President and Chief Executive Officer, Robert F. Orlich; Executive Vice President and
Chief Financial Officer, Steven S. Skalicky; Executive Vice President and Chief Underwriting
Officer, Michael C. Sapnar (Domestic Operations); Executive Vice President and Chief Actuary,
Kenneth Apfel; Executive Vice Presidents, Paul A. Bonny, Javier E. Vijil; Senior Vice President and
General Counsel, Gary A. Schwartz; Senior Vice Presidents, Robert M. Baldrey, Kenneth Brandt,
John I. Cho, Thomas V. Cholnoky, George DiMartino, Eugene L. Fisher, Andrew Gaudencio, Peter
Ho, Suzanne B. Holohan, Seymour H. Katz, Beth A. Levene, Bertrand Levy, Richard Loffler,
Cameron MacDonald, Paul F. McKeon, William McLaughlin, Geoffrey N. Peach, George N.
Phillips, David Radford, Robert Snow, Suzanne A. Spantidos, Julian Spence, Lee J. Taylor, Nick
Tzaneteas, Ari Lorne Zalkowitz.

Directors: Kenneth Apfel, Paul A. Bonny, Stephen P. Bradley, Ian Chippendale, John G. Foos,
Reuben Jeffrey I11, John L. McCarthy, Robert F. Orlich, Richard S. Press (Chairman), Michael C.
Sapnar, Gary A. Schwartz, Steven S. Skalicky, Thomas R. Tizzio, Javier E. Vijil.

REGULATORY

An examination of the financial condition is being made as of December 31, 2009 by the Insurance
Department of New York. The 2009 annual independent audit of the company was conducted by
PricewaterhouseCoopers, LLP. The annual statement of actuarial opinion is provided by Kenneth
Apfel, FCAS, MAAA, Executive Vice President & Chief Actuary.

TERRITORY

The company is licensed in the District of Columbia, Guam, Puerto Rico, AK, AZ, AR, CA, CO, CT,
DE, FL, GA, ID, IL, IN, IA, KS, KY, LA, MA, MI, MN, MS, NE, NV, NJ, NM, NY, OH, OK, PA,
SC, SD, TX, UT, WA, WV and WI. Credit is allowed for reinsurance in AL, HI, ME, MD, MO, MT,
NH, NC, ND, OR, RI, TN, VT, VA and WY, as it meets state requirements other than licensing or
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accreditation. It is also licensed in Canada, Japan, the United Kingdom, the Dominican Republic, the
Hong Kong Special Administrative Region, People's Republic of China and Australia. In addition,
the company is registered or authorized as a foreign reinsurer in Germany (where it maintains a
representative office, Trans Re (Munich), Argentina (where it maintains a representative office in
Buenos Aires, Transatlantic Re (Argentina) S.A.), Brazil (where it maintains a representative office
in Rio de Janeiro, Transatlantic Re (Brasil) Ltda., the Republic of Panama (where it maintains a
representative office, TRC (PANAMA) S.A.), Bolivia, Chile, Colombia, Ecuador, El Salvador,
France, Guatemala, Honduras, Mexico, Nicaragua, Paraguay, Peru, Uruguay, Venezuela and is
authorized to maintain a representative office in Shanghai, People's Republic of China. Trans Re
Zurich Reinsurance Company Ltd, a subsidiary of TRC, is licensed as a reinsurer in Switzerland.
Transatlantic Polska Sp. z 0.0., a subsidiary of TRC, maintains a registered representative office in

Warsaw, Poland.

BALANCE SHEET ($000)
ADMITTED ASSETS 12/31/2009 12/31/2008 2009 % 2008 %
Bonds 9,380,146 8,512,392 75.5 74.3
Preferred stock 25,093 117,639 0.2 1.0
Common stock 488,146 442,104 3.9 3.9
Cash & short-term invest 644,582 444,403 5.2 39
Other non-affil inv asset 191,635 184,803 1.5 1.6
Investments in affiliates 460,078 509,394 3.7 4.4
Total invested assets 11,189,679 10,210,734 90.1 89.2
Premium balances 520,633 541,751 4.2 4.7
Accrued interest 129,628 121,801 1.0 1.1
All other assets 580,700 577,158 4.7 5.0
Totil assets 12,420,640 11,451,445 100.0 100.0
LIABILITIES & SURPLUS 12/31/2009 12/31/2008 2009 % 2008 %
Loss & LAE reserves 7,089,234 6,626,565 57.1 57.9
Unearned premiums 950,649 977,991 7.7 8.5
Conditional reserve funds 46,346 55,694 0.4 0.5
All other liabilities 318,347 257,047 2.6 2.2
Total liabilities 8,404,576 7,917,296 67.7 69.1
Capital & assigned surplus 1,216,785 1,201,201 9.8 10.5
Unassigned surplus 2,799,279 2,332,948 22.5 20.4
Total policyholders' surplus 4,016,064 3,534,148 32.3 30.9
Total liabilities & surplus 12,420,640 11,451,445 100.0 100.0
SUMMARY OF 2009 OPERATIONS ($000)
FUNDS PROVIDED
STATEMENT OF INCOME 12/31/2009 FROM OPERATIONS 12/31/2009
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Premiums earned 3,437,356 Premiums collected 3,441,550
Losses incurred 2,066,196 Benefit & loss related pmts 1,516,812
LAE incurred 145,759
Undrw expenses incurred 969,080 pa%é*E & undrw expenses 1,092,777

Net underwriting income 256,321 Undrw cash flow 831,961

Net investment income 409,988 Investment income 413,635
Other income/expense -8,778 Other income/expense -26,505
Pre-tax oper income 657,531 Pre-tax cash operations 1,219,090

Realized capital gains -94,790

Income taxes incurred 147,208 Income taxes pd (recov) 112,212
Net income 415,534 Net oper cash flow 1,106,878

INTERIM BALANCE SHEET ($000)

ADMITTED ASSETS 03/31/2010 06/30/2010 09/30/2010
Cash & short term invest 566,946 317,668 217,880
Bonds 9,645,260 9,890,318 10,354,250
Preferred stock 7,502 7,500 5,000
Common stock 1,003,067 967,037 1,068,045
Other investments 189,336 190,776 196,554

Total investments 11,412,111 11,373,300 11,841,728
Premium balances 578,496 599,247 545,069
Reinsurance funds 204,039 182,278 180,500
Accrued interest 129,780 129,552 134,274
All other assets 393,939 392,633 389,180

Total assets 12,718,364 12,677,009 13,090,752
LIABILITIES & SURPLUS 03/31/2010 06/30/2010 09/30/2010
Loss & LAE reserves 7,197,674 7,192,294 7,309,025
Unearned premiums 955,720 933,918 975,684
Conditional reserve funds 46,346 46,346 46,346
All other liabilities 407,633 468,819 497,738

Total liabilities 8,607,374 8,641,377 8,828,794
Capital & assigned surp 1,225,329 1,232,750 1,240,496
Unassigned surplus 2,885,661 2,802,883 3,021,463

Policyholders' surplus 4,110,990 4,035,632 4,261,958

Total liabilities & surplus 12,718,364 12,677,009 13,090,752

INTERIM INCOME STATEMENT (5000)
http://www3.ambest.com/ratings/reportserver.asp?x=1&report=003126&altsrc=24 &refstr= 1/7/2011
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Period Ended Period Ended Increase/
09/30/2010 09/30/2009 Decrease
Premiums earned 2,460,061 2,573,340 -113,279
Losses incurred 1,588,845 1,563,414 25,432
LAE incurred 114,728 109,874 4,854
Underwriters expenses incurred 757,036 720,906 36,130
Net underwriting income -549 179,146 -179,695
Net investment income 308,743 303,143 5,600
Other income/expenses -21,369 -9,975 -11,394
Pre-tax operating income 286,824 472,314 -185,490
Realized capital gains 29,364 -102,841 132,205
Income taxes incurred 61,861 122,849 -60,988
Net income 254,327 246,625 7,703
INTERIM CASH FLOW ($000)
Period Ended Period Ended Increase/
09/30/2010 09/30/2009 Decrease
Premiums collected 2,483,493 2,625,681 -142,188
Benefit & loss related pmts 1,398,952 1,171,000 227,952
Undrw expenses paid 824,440 828,269 -3,830
Underwriting cash flow 260,101 626,411 366,310
Investment income 349,964 305,290 44,675
Other income/expense 274 3,108 -3,382
Pre-tax cash operations 609,792 934,809 -325,017
Income taxes pd (recov) 71,80 39,367 32,438
Net oper cash flow 537,986 895,442 357,456

A Best's Financial Strength Rating opinion addresses the relative ability of an insurer to meet its ongoing
insurance obligations. The ratings are not assigned to specific insurance policies or contracts and do not
address any other risk, including, but not limited to, an insurer's claims-payment policies or procedures; the
ability of the insurer to dispute or deny claims payment on grounds of misrepresentation or fraud; or any
specific liability contractually borne by the policy or contract holder. A Best's Financial Strength Rating is not a
recommendation to purchase, hold or terminate any insurance policy, contract or any other financial obligation
issued by an insurer, nor do they address the suitability of any particular policy or contract for a specific

purpose or purchaser.

A Best's Debt/Issuer Credit Rating is an opinion regarding the relative future credit risk of an entity, a credit
commitment or a debt or debt-like security.

Credit risk is the risk that an entity may not meet its contractual, financial obligations as they come due. These
credit ratings do not address any other risk, including but not limited to liquidity risk, market value risk or price
volatility of rated securities. The rating is not a recommendation to buy, sell or hold any securities, insurance
policies, contracts or any other financial obligations, nor do they address the suitability of any particular

http://www?3.ambest.com/ratings/reportserver.asp?x=1&report=003126&altsrc=24&refstr= 1/7/2011
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financial obligation for a specific purpose or purchaser.

In arriving at a rating decision, A.M. Best relies on third-party audited financial data and/or other information
provided to it. While this information is believed to be reliable, A.M. Best does not independently verify the
accuracy or reliability of the information. Any and all ratings, opinions and information contained herein are
provided "as is," without any express or implied warranty.

Visit www.ambest.com/ratings/notice for additional information or www.ambest.com/terms.html for details on

the Terms of Use.

Copyright © 2010 A.M. Best Company, Inc. All rights reserved.

No part of this report may be reproduced, distributed, or stored in a database or retrieval system, or
transmitted in any form or by any means without the prior written permission of the A.M. Best Company. While
the data in this report was obtained from sources believed to be reliable, its accuracy is not guaranteed.

AMB Credit Report - Insurance Professional BCR12222010
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003126 Transatlantic Reinsurance Company As of January 7, 2011
|Company Information |
Address: 80 Pine Street Top Officer: Robert F. Orlich

9th Floor Top Officer's Title: President & CEO

New York, NY 10005 Secretary: Elizabeth M. Tuck
Telephone: 212-365-2200 A.M.Best Number: 003126

Fax: 212-365-2360 NAIC Number: 19453
Web: www.transre.com FEIN Number: 135616275

History: Transatlantic Reinsurance Company began business in 1953.

Licensing: The company is licensed in the District of Columbia, Guam, Puerto Rico, AK, AZ, AR, CA, CO, CT, DE, FL, GA, ID, IL, IN, IA, KS, KY, LA,
MA, MI, MN, MS, NE, NV, NJ, NM, NY, OH, OK, PA, SC, SD, TX, UT, WA, WV and WI. Credit is allowed for reinsurance in AL, HI, ME, MD, MO, MT,
NH, NC, ND, OR, RI, TN, VT, VA and WY, as it meets state requirements other than licensing or accreditation. It is also licensed in Canada, Japan, the
United Kingdom, the Dominican Republic, the Hong Kong Special Administrative Region, People's Republic of China and Australia. In addition, the
company is registered or authorized as a foreign reinsurer in Germany (where it maintains a representative office, Trans Re (Munich), Argentina (where
it maintains a representative office in Buenos Aires, Transatlantic Re (Argentina) S.A.), Brazil (where it maintains a representative office in Rio de
Janeiro, Transatlantic Re (Brasil) Ltda., the Republic of Panama (where it maintains a representative office, TRC (PANAMA) S.A.), Bolivia, Chile,
Colombia, Ecuador, El Salvador, France, Guatemala, Honduras, Mexico, Nicaragua, Paraguay, Peru, Uruguay, Venezuela and is authorized to maintain
a representative office in Shanghai, People's Republic of China. Trans Re Zurich Reinsurance Company Ltd, a subsidiary of TRC, is licensed as a
reinsurer in Switzerland. Transatlantic Polska Sp. z 0.0., a subsidiary of TRC, maintains a registered representative office in Warsaw, Poland.

[Best‘s Ratings

Financial Strength Ratings Issuer Credit Rating
Rating: A (Excellent) Long-Term: a
Affiliation Code: N/A Outlook: Stable
Financial Size Category: XV ($2 Billion or greater) Action: Affirmed
Outlook: Stable Effective Date: 12/21/2010

Action: Affirmed
Effective Date: 12/21/2010

Previous FSR Rating Event
A g (Excellent) 2010

Security Ratings
No data available

Rating Rationale

Rating Rationale: Transatlantic Reinsurance Company's (Transatlantic) wholly owned European subsidiary, Trans Re Zurich, is group rated with
Transatlantic and receives the same rating.

The rating reflects Transatlantic's excellent business profile as a leading international reinsurance organization, with a book of business that is
diversified by product line and geography. Transatlantic predominately writes casualty-oriented business, and it has a relatively long track record of
stable and consistent operating results, which have generated very strong operating cash flows. Throughout 2010, the company's risk-adjusted capital
has continued to improve and is currently at its strongest level in recent history.

Partially offsetting these positive rating attributes are A.M. Best's concerns regarding the soft casualty market, from which Transatlantic derives a
significant portion of its premiums as well as reserve adequacy on its casualty-oriented business. In addition, as a casualty writer, Transatlantic has a
significant amount of investment leverage, although this concern is somewhat mitigated based on the company's investing philosophy.

[Business Review I

The following text is derived from the report of Transatlantic Holdings, Inc. Group.

The companies within the Transatlantic Holdings, Inc. Group offer capacity for treaty and facultative business, both directly and through reinsurance
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003126 Transatlantic Reinsurance Company As of January 7, 2011

|Business Review |

intermediaries. The group ranks as one of the leading global professional reinsurers based on net premiums written. The group's business emphasis
focuses on the reinsurance of more complex risks, requiring a high degree of underwriting, actuarial and claims expertise. The reinsurer's operating
philosophy, which stems from its specialty focus, is to adapt quickly to changing marketplace conditions. As a consequence, Transatlantic has been
creative, with business written on both a proportional and non-proportional basis. Business risks include general liability which includes specialty risks,
auto liability, medical malpractice, homeowners, fire, allied lines, inland marine, ocean marine, aviation, accident and health, surety and credit. A
substantial portion of the business that Transatlantic writes requires a high level of expertise to properly evaluate these complex risks.

Business is derived from both domestic and foreign sources. Transatlantic's home office is in New York City and TRC is licensed or can serve as a
reinsurer in all 50 states and the District of Columbia in the United States and in Puerto Rico and Guam. In addition, the company has numerous
licenses and is registered or authorized to operate in various international jurisdictions throughout the world.

The trend for Transatlantic has been that approximately half of total net premiums have been written outside of the United States. Transatlantic's
business is largely written on a treaty basis which accounts for vast majority of net premiums. Treaty business is split between pro-rata and excess of
loss placements with a bias towards pro-rata. For the group as a whole, the split between casualty and property is about 70% and 30%, respectively. Of
the facultative net premiums written, approximately 60% represented casualty and the remainder property premium.

Note: The commentary above is an excerpt. Please refer to the AMB Credit Report - Insurance Professional for the complete text.
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003126 Transatlantic Reinsurance Company As of January 7, 2011
|Company Information |
Address: 80 Pine Street Top Officer: Robert F. Orlich

9th Floor Top Officer's Title: President & CEO

New York, NY 10005 Secretary: Elizabeth M. Tuck
Telephone: 212-365-2200 A.M.Best Number: 003126

Fax: 212-365-2360 NAIC Number: 19453
Web: www.transre.com FEIN Number: 135616275

History: Transatlantic Reinsurance Company began business in 1953.

Licensing: The company is licensed in the District of Columbia, Guam, Puerto Rico, AK, AZ, AR, CA, CO, CT, DE, FL, GA, ID, IL, IN, IA, KS, KY, LA,
MA, MI, MN, MS, NE, NV, NJ, NM, NY, OH, OK, PA, SC, SD, TX, UT, WA, WV and WI. Credit is allowed for reinsurance in AL, HI, ME, MD, MO, MT,
NH, NC, ND, OR, RI, TN, VT, VA and WY, as it meets state requirements other than licensing or accreditation. It is also licensed in Canada, Japan, the
United Kingdom, the Dominican Republic, the Hong Kong Special Administrative Region, People's Republic of China and Australia. In addition, the
company is registered or authorized as a foreign reinsurer in Germany (where it maintains a representative office, Trans Re (Munich), Argentina (where
it maintains a representative office in Buenos Aires, Transatlantic Re (Argentina) S.A.), Brazil (where it maintains a representative office in Rio de
Janeiro, Transatlantic Re (Brasil) Ltda., the Republic of Panama (where it maintains a representative office, TRC (PANAMA) S.A.), Bolivia, Chile,
Colombia, Ecuador, El Salvador, France, Guatemala, Honduras, Mexico, Nicaragua, Paraguay, Peru, Uruguay, Venezuela and is authorized to maintain
a representative office in Shanghai, People's Republic of China. Trans Re Zurich Reinsurance Company Ltd, a subsidiary of TRC, is licensed as a
reinsurer in Switzerland. Transatlantic Polska Sp. z 0.0., a subsidiary of TRC, maintains a registered representative office in Warsaw, Poland.

Best's Ratings

Financial Strength Ratings Issuer Credit Rating
Rating: A (Excellent) Long-Term: a
Affiliation Code: N/A Outlook: Stable
Financial Size Category: XV ($2 Billion or greater) Action: Affirmed
Outlook: Stable Effective Date: 12/21/2010

Action: Affirmed
Effective Date: 12/21/2010

Previous FSR Rating Event
A g (Excellent) 2010

Security Ratings
No data available

lRating Rationale I

Rating Rationale: Transatlantic Reinsurance Company's (Transatlantic) wholly owned European subsidiary, Trans Re Zurich, is group rated with
Transatlantic and receives the same rating.

The rating reflects Transatlantic's excellent business profile as a leading international reinsurance organization, with a book of business that is
diversified by product line and geography. Transatlantic predominately writes casualty-oriented business, and it has a relatively long track record of
stable and consistent operating results, which have generated very strong operating cash flows. Throughout 2010, the company's risk-adjusted capital
has continued to improve and is currently at its strongest level in recent history.

Partially offsetting these positive rating attributes are A.M. Best's concerns regarding the soft casualty market, from which Transatlantic derives a
significant portion of its premiums as well as reserve adequacy on its casualty-oriented business. In addition, as a casualty writer, Transatlantic has a
significant amount of investment leverage, although this concern is somewhat mitigated based on the company's investing philosophy.

IBusiness Review I

The following text is derived from the report of Transatlantic Holdings, Inc. Group.

The companies within the Transatlantic Holdings, Inc. Group offer capacity for treaty and facultative business, both directly and through reinsurance
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[Business Review |

intermediaries. The group ranks as one of the leading global professional reinsurers based on net premiums written. The group's business emphasis
focuses on the reinsurance of more complex risks, requiring a high degree of underwriting, actuarial and claims expertise. The reinsurer's operating
philosophy, which stems from its specialty focus, is to adapt quickly to changing marketplace conditions. As a consequence, Transatlantic has been
creative, with business written on both a proportional and non-proportional basis. Business risks include general liability which includes specialty risks,
auto liability, medical malpractice, homeowners, fire, allied lines, inland marine, ocean marine, aviation, accident and health, surety and credit. A
substantial portion of the business that Transatlantic writes requires a high level of expertise to properly evaluate these complex risks.

Business is derived from both domestic and foreign sources. Transatlantic's home office is in New York City and TRC is licensed or can serve as a
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