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Glossary of Terms

Accident year
The calendar or accounting year in which
aloss occurs.

Actuarial best estimate

The result projected from a statistical model
in which the intention is to be neither
prudent nor optimistic. Actuarial best
estimate reserves should be enough to
pay the expected average future liabilities
but include no margin for the emergence
of worse than expected experience.

AIR

Service providing up-to-date information
and loss estimates for major natural
catastrophes worldwide.

Beurs
The Dutch corporate co-insurance market.

Binders/Binding authority

An authority granted by an active underwriter
to an intermediary whereby that intermediary

is entitled to accept, within certain limits,
insurance business on behalf of members.

Box at Lloyd’s

Accommodation in the underwriting room
at Lloyd’s from which business may be
transacted with Lloyd’s brokers.

Capacity
The maximum amount of business which
may be accepted by a Lloyd’s syndicate.

Catastrophe bonds

Risk-based securities that pay high interest
rates and provide insurance companies
with a form of reinsurance to pay losses
from a catastrophe. They allow insurance
risk to be sold to institutional investors

in the form of bonds, thus spreading the
risk. Other financial instruments used to
transfer catastrophe risk to capital markets
include catastrophe swaps and industry
loss warrants.

CDOs
Collateralised debt obligations. Entities
owning cash generating assets, which sells

the rights to the cash flows from those assets

along with associated risks.

Cede
To transfer risk from a direct insurer
to his reinsurers.

Claims ratio
Net claims plus claims expenses divided
by net earned premium.
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Co-insurance

In the context of the European insurance
market, co-insurance is the joint assumption
of risk between a number of insurers.

Combined ratio
Claims ratio plus expense ratio.

Commercial combined
Also known as “Package”. Policies where
several different types of insurance cover
are combined into one policy.

Contingent capital

Contingent capital arrangements provide
the option to raise capital during a defined
commitment period based upon the
occurrence of a qualifying event, such

as a defined insurance loss.

Coverholder

A company, authorised by a Lloyd’s
syndicate, to enter into contracts of
insurance and/or issue insurance
documentation on their behalf.

DFA
Dynamic Financial Analysis uses a detailed
modelling assessment of the key risks facing

an insurer to help assess its financial position.

Key areas of use include the assessment of
capital requirements and understanding the

possible impact of future plans and strategies.

Direct and facultative
Direct property insurance and facultative
reinsurance of property.

Earned premium

Proportion of insurance premium recognised
in the income statement based on the
estimated risk period falling in the
financial year.

ECF

Electronic claims file.

Endorsement

Any addition to a policy, or addition to the
printed wording, which changes or varies
terms of, or parties to, the contract.

Excess of loss reinsurance (XL)
A reinsurance that covers that part of a loss

paid by the reinsured which is in excess of an

agreed amount and then pays up to the limit
of the policy.

Expense ratio
Underwriting expenses divided by net
earned premium.

Facultative
Where the insurer accepts risks on an
individual basis.

“Gross” and “net” underwriting
When referring to premium written or earned,
losses or underwriting results, these terms
denote before (gross) and after (net) the
application of reinsurance.

IBNR

An estimate of claims or losses which
have been incurred but not yet reported
to the insurer.

IFRS

International Financial Reporting Standards.

Incurred loss

Paid claims plus claims advised by a
policyholder but not paid. Does not
include IBNR.

Incurred loss ratio
Incurred losses divided by earned premium.

Lead/non-lead

“Lead” denotes an underwriter in the
subscription market who sets the terms
and price of a policy. Following underwriters
accept the policy on the same terms.

Letter of credit (LOC)
Written undertaking by a financial institution
to provide funding if required.

Line size
The monetary limit of a policy for a first claim
accepted by an underwriter.

Line slip

A facility operated by a Lloyd’s broker
whereby risks can be bound to a panel of
insurers through the agreement of a leading
underwriter plus one or two following markets
(as specified on the slip at placement).

Loss ratio
See “incurred loss ratio” and “ultimate
loss ratio”.

NFIP

The National Flood Insurance Program is
a US federal insurance program providing
property insurance as protection against
flood losses in exchange for floodplain
management regulations that reduce
future flood damages.

Non-life

General insurance companies which sell
policies other than life insurance, annuities
or pension products.



Non-monetary assets & liabilities
Assets and liabilities that are accounting
entries and are not expected to be
exchanged for cash — such as unearned
premium reserves.

Outstanding claims
Losses which have been reported to the
insurer but not yet paid.

Package
See “commercial combined”.

Personal lines

Property/casualty insurance products
that are designed for and bought by
individuals, including homeowners
and automobile policies.

Proportional reinsurance

A type of reinsurance where the

ceding insurer cedes to its reinsurer a
predetermined proportion of the premium
and liability of those policies subject to
the reinsurance agreement.

Quota share

A form of proportional reinsurance where
the reinsurer receives a percentage of every
risk, as defined by the reinsurance contracts,
written by the ceding company.

Rating agency
Credit agencies which determine insurers’
financial strength and company debt ratings.

Realistic disaster scenario (RDS)
Modelling of the probable loss which may
arise from a defined catastrophic event.

Reinsurance

Insurance bought by insurers. A reinsurer
assumes part of the risk and part of the
premium originally taken by the insurer,
known as the primary company.

Reinsurance to close

Premium paid by a closing year of account to
a later year to cover its outstanding liabilities.
A reinsurance to close is usually made three
years after the commencement of a year

of account.

Reserves
Funds that have been set aside to meet
outstanding claims and IBNR.

Retention ratio
The percentage of the previous year’s
premium that is renewed.

Retrocession
The reinsurance of liability accepted by way
of reinsurance.

Return on capital (ROCE)

After tax profit divided by opening
shareholders’ equity plus debt, adjusted
for any capital raisings or returns.

Return on equity (ROE)

After tax profit divided by opening
shareholders’ equity, adjusted for any
capital raisings or returns.

Risk-based capital

Risk-based capital is a method used to
measure the minimum amount of capital
that an insurance company needs to support
its overall business operations taking into
account the size and type of risk taken

by the insurer.

RMS
Risk Management Solutions. Provider
of catastrophic modelling software.

Run-off
Increase or decrease to claims on old years
of account.

Service company

A company set up to operate a binding
authority on behalf of the Syndicate to
write business from non-Lloyd’s brokers
or policyholders directly.

Sidecars

Specialty reinsurance companies designed
to provide additional capital to a specific
reinsurance company. Investors, such

as hedge funds, invest in a reinsurance
company, the sidecar, to reinsure specific
risks for a specific reinsurance company.

Solvency Il

A proposed EU-wide regulatory regime
which intends to align solvency capital
to an insurers risk profile. Expected to
be implemented in 2012/13.

Special purpose vehicle

Corporate entity designed to isolate financial
risk, often to allow other investors to
participate in that risk.

Specie
The insurance of high value items including
deposits, bullion and fine art.

Subordinated debt

Subordinated debt is debt that takes a

lower priority than other debt. If an issuer is
liquidated then subordinated debt holders will
only be paid after senior creditors have been
fully paid.
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Sub-prime

Mortgages provided to home buyers with
lower credit scores. Nearly all sub-prime
loans in the US are packaged into mortgage
backed securities for sale to investors.

Subscription market
Insurance market, such as Lloyd’s, whereby
underwriters subscribe to proportions of risks.

Surplus

The amount by which the gross sum insured
accepted by the insurance company exceeds
its own retention.

Surplus lines

A reinsurance where the surplus of the
reinsured’s retention is ceded up to an agreed
amount. Once accepted, both parties pay
their proportion of losses arising.

Total shareholder returns
Returns combining share price performance
and dividend payments.

Treaty
A reinsurance contract covering entire
portfolios of risks.

Ultimate loss ratio (ULR)

Total forecast claims divided by total forecast
premium expected to arise from a policy or
class of business. Losses include those paid,
those notified and IBNR.

Underwriting year

The year to which a policy is allocated
and to which all premiums and claims

in respect of that policy are attributed.
Allocation is determined by the inception
date of the policy.

Unearned premium

Proportion of insurance premium covering
periods after the end of the financial year.
Held in the unearned premium reserve.

US admitted market
The market provided by insurers who are
licensed to do business in US States.

XL

See “excess of loss”.

Year of account (yoa)

The year for Lloyd’s syndicates to which a
policy is allocated and to which all premiums
and claims in respect of that policy are
attributed. Allocation is determined

by the inception date of the policy.
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Information for shareholders

Financial Calendar

2010

31 March Payment of second interim dividend
13 May Annual General Meeting
23 August Announcement of interim results and interim dividend for the six months ending 30 June 2010
8 October Expected payment of interim dividend
2011

Feb/March Announcement of 2010 results
May Annual General Meeting

Electronic communications
Shareholders approved a change to our
Articles of Association at our 2008 AGM

by which the Board adopted electronic
shareholder communication. This enables
the Company to circulate hard copies of the
Annual and Interims Reports only to those
who opt to receive them. Other shareholders
may notify an email address to which a link
is sent, or failing that they receive a paper
notification, informing them as and when
such reports become available on our
website. If any shareholder wishes to opt
back in to receiving printed shareholder
documents, or wishes to notify their email
address for the first time or amend a
previous notification, they should

contact our registrar Computershare.

We also provide electronic proxy voting
facilities for shareholders in respect of our
AGM (and generally intend to do so for any
other shareholders’ meetings), for shares
held in both CREST and certificated form.

Dealing in Amlin shares

Amlin’s ordinary shares have a premium
listing on the London Stock Exchange.
Prices are reported daily in the Financial
Times and in most other UK national
newspapers with share price services.

NatWest Stockbrokers Limited, an affiliate
of the Company’s stockbroker RBS Hoare
Govett Limited, offers a low cost dealing
service, which enables UK resident
investors who may not have their own
stockbrokers to buy or sell Amlin shares.
For further information please call NatWest
Stockbrokers on 0870 600 3070 or find the
relevant form together with further details
on our website. NatWest Stockbrokers
Limited is authorised by the Financial
Services Authority.

The UK capital gains tax position
regarding the B Shares issue
(2007/2008)

The detailed UK and US tax position

of all aspects of the return of capital and
share consolidation that was completed
early in 2008 was set out in a circular to
shareholders dated 16 November 2007,
copies of which are available from the
Company Secretary and on the Amlin
website. This involved the replacement
of each 9 ordinary shares of 25p each

in the Company previously held by
shareholders by 9 B Shares of 22.4p
each and 8 consolidated ordinary
shares of 28.125p each (New Shares).
All of such B Shares have subsequently
been redeemed.

Recent dividend payments on Amlin ordinary shares
Dividend and other payments on Amlin ordinary shares from 1 January 2007 to date have been as follows:

Further to that circular, the market value

of a New Share for UK tax purposes on
the first day on which its price was quoted
(17 December 2007) was 302.125p.

The market value on the same date

of a B Share for UK tax purposes was
considered to be 22.3p. As the B Shares
were not be traded on any stock exchange,
its value was calculated by reference to its
redemption value of 22.4p on the first
redemption date of 14 January 2008,

with a discount applied to take account

of the minimum period prior to redemption.
Accordingly, shareholders subject to UK
taxation of capital gains may apportion the
allowable expenditure in relation to their
holdings of ordinary shares of 25p each
prior to 17 December 2007 as follows:

e Holdings of new ordinary shares
of 28.125p each: 92.333%

e Holdings of B Shares: 7.667%

Shareholder enquiries

Amlin’s website is at www.amlin.com.
Please call our Shareholder Enquiry Line on
020 7746 1111. For enquiries concerning
share registration, call our Registrar,
Computershare Investor Services PLC

on 0870 703 6165.

Record date

Payment date Amount per share

2006 final 30 March 2007 30 May 2007 7.8p
Special 30 March 2007 30 May 2007 8.0p
2007 interim 21 Sept 2007 19 Oct 2007 5.0p
Return of capital* 14 Dec 2007 17 Jan 2008 22.4p*
2007 final 25 March 2008 30 April 2008 10.0p
2008 interim 12 Sept 2008 10 Oct 2008 6.0p
2008 final 27 March 2009 20 May 2009 11.0p
2009 interim 11 Sept 2009 8 Oct 2009 6.5p

* In the absence of any contrary election, the return of capital was made by way of redemption of B shares. This was usually treated as a capital realisation for UK private
shareholders. Dividends shown above from the 2007 final dividend onwards are per consolidated 28.125p ordinary share rather than per the previous 25p shares.

Details of the second interim dividend declared in respect of 2009 (in place of a final dividend) are set out in the directors’ report on page 116.
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