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Syndicate 623

Highlights

2005 2004
Syndicate capacity (£m) 220 344
Gross premiums written (£m) 258.0 349.0
Net premiums written (£m) 195.8 287.5
Net earned premiums (£m) 235.9 296.9
Profit before tax (£m) 17.1 31.4
Claims ratio 67% 58%
Expense ratio 31% 30%
Combined ratio 98% 88%
Rate increase - 1%
Cash and investments (£m) 429.8 469.8
Average investment return 2.9% 1.9%




Underwriter’s report

Overview

The syndicate has achieved a profit of £17.1m despite the extreme adverse conditions of the last year. Our unbroken record
of profitable results throughout uncertain and difficult times proves that our commitment to excellent underwriting,
maintaining a balanced and diversified portfolio, rigorous risk management practices and a strong reinsurance program are
central to what we do.

The total managed capacity for Beazley was £742m for 2005 (2004: £741m). Syndicate 623 contributed £220m (30%) and
Beazley Group plc through syndicate 2623, the remaining £522m (70%).

2005 was a year dominated by the worst catastrophe season including some fourteen hurricanes near the US. The cost in
human terms of these unpredictable events has been devastating. The cost to the insurance industry, estimated to be
between $60bn and $80bn, was the highest in recorded history, as is the total of some three million claims, and has had a
profound effect on the fate of individual insurance businesses. The combined impact on profit before tax of the three major
hurricanes (Katrina, Rita, and Wilma) for the syndicate was £30m net of reinsurance.

Inflating values and an unprecedented increase in demand for insurance products worldwide are some of the factors that
clearly indicate that insurance is a growth industry.

As we progress year to year and better understand the meaning of risk in a turbulent and constantly changing world, we are
better equipped to manage our exposures, including those to the most severe natural and man-made catastrophes. It is
through this experience and with effective risk management that we are able to change and respond to the unpredictable and
yet consistently produce profits.

Rating Environment

Renewal rates movement based on 2001 prevailing rates Year on year rate increases
Jan/Feb
2001 2002 2003 2004 2005 2004 2005 2006
Marine (%) 100 118 129 128 131 - 2 8
Property (%) 100 126 132 125 123 (5) (1) 5
Specialty lines (%) 100 134 160 166 164 4 (1) 3
Reinsurance (%) 100 142 149 148 149 - - 19
Total 100 131 145 146 145 1 - 7

Despite rates deteriorating in some of our business lines in 2005, we are trading in a good rating environment, which is
substantially better than in 2001.

In the fourth quarter, after the hurricane season, rates increased in catastrophe-prone areas, particularly on our offshore
energy, US commercial property and reinsurance accounts. We believe that business most impacted by the hurricane season
of 2005 will see major changes in the way it will be underwritten in terms of cover and pricing in 2006.

In our largest division, specialty lines, we had seen rates increase dramatically by 66% from 2001 until year-end 2004. While
tougher market conditions forced them to fall back marginally during 2005, we continue to exercise tight controls to ensure
only good quality risks are selected by our underwriters.

While rates are moving radically in areas of the business that are catastrophe-prone, we are not expecting rates in other
areas to increase substantially.

Rating agencies are demanding an increase in capital for insuring business more susceptible to catastrophe, which is helping
to drive rates up. We are delighted that A.M. Best recently reaffirmed our syndicate’s A (excellent) ratings, which in the
difficult market of 2005, is an indication of our strength and track record.

Hurricanes

In the third quarter of 2005 the insurance industry incurred a number of market changing events. Hurricane Katrina caused
human tragedy and massive property losses in the southern United States making it the largest insured loss in history. The
global insurance market incurred losses on Katrina alone of approximately $60bn, to be closely followed by Hurricane Rita
and Hurricane Wilma with losses of approximately $10bn each. Lloyd’s share of this loss has been estimated at £1.9bn for
Katrina with an estimate of £1.0bn for Rita and Wilma combined. This combined represents 21% of Lloyd’s 2005 capacity
(£13.7bn).

The insurance losses incurred from the 2005 hurricane season are extremely difficult to estimate and have highlighted a
number of issues with current industry wide modelling software. Initial estimates from the modelling agencies were for an
insured loss of no more than $25bn. These estimates for the total loss were later increased and stand at between $60bn
and $80bn, having a £30m net impact on the syndicate’s 2005 profit. The proof of our disciplined approach to underwriting
is the fact that we were still able to produce a profit.

Following the human tragedy of the hurricane season in 2005, people’s homes and businesses in and around New Orleans
are being rebuilt, which yet again demonstrates the important role the insurance industry plays in day-to-day life.



Investment performance

Average Balance (m)

Return (%)

Return (£m)

Syndicate Funds (Investment Grade Bonds & Cash)

(£) 47.2 5.1 2.4
$) 317.8 2.6 8.4
Other 35.5 2.5 0.9
Investment expenses - (0.3)
Total 400.5 2.8 11.4

The syndicate achieved an investment income of £11.4m (2004: £7.9m) in 2005 giving us an investment return of 2.8%
(2004: 1.9%). The investment income in 2005 is considerably more than in 2004 due to increased yields as US dollar
interest rates increased during the year. The syndicate average cash and investment balances reduced due to the payment of
£97.4m to Syndicate 2623 being 50% of the 2002 reinsurance to close.

All the syndicate’s managed funds are held in high grade fixed income bonds which are of short duration. In 2005, the

syndicate had not changed its investment risk appetite.

Individual Capital Adequacy
We use stochastic modelling techniques to regularly assess our Individual Capital Adequacy (ICA) for our Lloyd’s underwriting
operations. Through detailed measurement of risk exposures, we allocate capital to support business activities according to risk
profile. Stress and scenario analysis is performed and the results are documented and reconciled to the board’s risk appetite.

Prudential
Risk type

Importance
to Syndicate

Comment

Dominant

This is the largest
risk faced by the
syndicate as our
primary business is
to accept insurance
and reinsurance risk
by means of
appropriate
premiums to cover
claims and
operational costs,
and to maximise the
expected return on
regulatory capital.

Material

Both brokers and
reinsurers are of
good quality.

Low

This risk is low
because the
syndicate’s assets
are liquid and
short term.

Material

Syndicate assets
are high quality,
well diversified and
short term.

w “ LIqUIdlty m operatlonal

Low

We believe our
allocation of capital
to these risks is
cautious and is
based upon a set of
worst case defined
scenarios.

Insurance risk is our biggest risk, and includes both catastrophe and non-catastrophe exposures. To manage these

exposures we model aggregate risks and the likely financial impact to the syndicate for defined events.



Underwriter’s report continued

To manage our underwriting, we assign maximum gross and net line sizes for all underwriters. This limit is adjusted
according to the nature of the business being underwritten and the experience of the underwriter and cannot be exceeded
unless appropriately authorised. To ensure that our decisions are robust, there is a comprehensive sign-off process for
underwriting transactions including dual sign-off for all line underwriters.

Reserving activities are rigorously controlled to ensure adequate reserves are set. A quarterly peer review process exists for
the underwriting teams and syndicate actuary to independently determine required movements.

Reinsurance
We invest considerable time and resources in developing and implementing our reinsurance strategy, which includes capital
management, risk appetite, relationship management (especially with key reinsurers) and cycle management.

Significant amounts of reinsurance are purchased to mitigate the impact of catastrophes such as the recent hurricanes in the
US, provide lead line capabilities to our underwriters and manage the syndicate’s capital position.

The long term financial security of our reinsurance is key and our reinsurance committee meets monthly to assess and review
our reinsurance counterparties.

We have strict processes in place to manage reinsurance debt and ensure collection occurs as quickly as possible. The
combination of security vetting, strict policy wordings and reinsurance collection processes has helped manage our aged
debt. We are confident that these processes will respond well following the recent hurricanes.

Whilst prices remained high in 2005 we were able to place all the reinsurances at satisfactory terms and conditions. As the
business has grown, we have increased our retentions, and moved away from purchasing as much risk reinsurance,
concentrating more on our catastrophe covers. This strategy worked well as the reinsurances reacted as expected following
the 2005 hurricanes.

Reinsurance market conditions are likely to be difficult in 2006, especially in those lines of business most impacted by 2005
hurricanes, namely energy, property and property catastrophe.

2005 Year of Account
For the 2005 year of account our managed capacity was £742m with syndicate 623 providing capital of £220m (30%) and
Beazley Group plc through syndicate 2623 providing the remaining capital of £5622m (70%).

During the year, Beazley established its Managing General Agent (MGA) in the US. In 2005, $13.8m of property and
professional liability business in the US was written through the MGA.

We continue to progress with the development of BeazleyTrade, an online underwriting platform that provides automatic and
consistent rating and document production across geographies and business lines. BeazleyTrade also simplifies the
transactional process for brokers and makes it easier to do business with us.

The syndicate initially suffered rate reductions in a number of lines of business, in particular in the commercial property and
specialty lines divisions. Overall we saw rates unchanged in 2005 (in 2004 rates increased by 1%).

Despite the impact of the hurricanes as mentioned earlier in the report, we still anticipate that 2005 will be a breakeven year.

2004 Year of Account
Our managed capacity was £741m with syndicate 623 providing capital for £344m (46%) and Beazley Group plc through
syndicate 2623 providing capital for the remaining £397m (54%).

Following our recruitment of the cargo and energy teams who contributed a full year in 2004, we were also able to add an
engineering team who joined us in late 2004.

Rate increases continued across most lines of our specialty lines business which showed an average rate increase of 1% on
renewal business. Within the reinsurance and marine departments, rates were generally stable whilst in the property department,
rates were down by 5% overall. We also experienced rate reductions in the energy and catastrophe reinsurance business.

Profits were hampered by the impact of the four hurricanes that made landfall in Florida during the second half of 2004.
However, despite this impact, the 2004 year of account has remained profitable and we expect a return of 6.5% of stamp
capacity (2004 at 12 months: 6.5%).

2003 Year of Account

We are delighted to declare a result of 16.3% of capacity (before member agent fees) for the 2003 year of account (2003 at
24 months: 12.9%). Our managed capacity was £660m for the 2003 year of account. We were able to take advantage of the
rate increases in certain areas and growth in new business. The capacity was structured such that syndicate 623 provided
50% of the capacity and syndicate 2623 provided the remaining capacity through Beazley Group plc. The 2003 year of
account was written in parallel between the two syndicates.

Rates increased across all lines of business by 11%, although the rate of increase slowed within the property and
reinsurance departments. However, within the specialty lines department the average rate increase achieved was 19%.

We also grew our business through the recruitment of experienced energy and cargo underwriters, both of whom made a
contribution to the 2003 result.



Specialty Lines

More than half of America’s top 50 engineers and architects rely on us for their

professional liability coverage, more than 30,000 attorneys from the 500 largest law firms
in the US count us as their partners for legal malpractice protection, and five of the world’'s
top ten management consultants give advice in the knowledge that we stand behind them.

2005 2004
Gross premiums written (£m) 125.3 178.0
Net premiums written (£m) 96.3 146.7
Net earned premiums (£m) 123.3 147.8
Net claims incurred (£m) 86.6 100.5
Net operating expenses (£m) 32.9 43.5
Technical result 3.8 3.8
Claims ratio 70% 68%
Expense ratio 27% 29%
Combined ratio 97% 97%
Percentage of lead business 74% 8%
Rate increase/(decrease) (1%) 4%

Profile

Specialty lines generated 48% of the syndicate’s gross premiums written in 2005. We are a market leader in many of our
lines of business that comprises of three product groups; management liability, professional liability and political and
contingency. Each of these three groups are then segmented by the size of the business written, namely large risk, middle
market and small risk/private enterprise. The new structure for the division came into effect in the second quarter of 2005
and is designed to promote consistency of approach and specialisation within the teams in both class of business and
customer segments. It also effectively integrates the UK and US teams, enabling us to leverage our underwriting expertise
across the business.

Market overview

In 2005, the rating environment broadly met our expectations. The team consolidated its position as rate increases flattened
as predicted. The impact of the hurricane activity on the portfolio eased pressure on pricing, which is likely to continue into
2006. We do not expect the mix of business we write to vary significantly from that written in 2005. This suggests that the
content of the book is expected to be stable for its fourth consecutive year.

The team have set key themes for 2006 which include the continued focus on providing clients with ready access to
experienced underwriters, the evolution of our claims management strategy, and seeking and implementing operational
efficiencies and automation where this can improve our service, costs and control.

Current performance
We expect another year of stability in the proportion of business we write for 2006. The income produced by brokers
remained stable as well with our top five brokers producing 53% of our income compared to 52% for 2004.

We continue to lead business where appropriate with 2005 seeing us as the insurer setting the terms for 72% of the policies
we wrote (78% by premium) against 72% for 2004 (73% by premium).

Geographically, our book is still predominately US domiciled with 62% of premium emanating from that territory compared to
63% in 2004. 20% of our premium comes from Europe which sees no change from 2004.

The way in which the business is written has slightly changed from 2004 with facultative business accounting for 68% of our
premium in 2005, against 73% for 2004 whilst binder income was up to 24% for 2005 (20% for 2004).

Outlook

The team will be continuing our policy of recruiting high calibre staff with the emphasis on US underwriters, claims, and
business management teams in 2006. We are also focusing on the retention and development of existing employees.
Underwriting continues to be the nucleus of our business, which we support with the continued development of our claims,
financial, operations and project management expertise. We believe our commitment to service excellence, risk analysis and
understanding, and delivery of products that meet our broker and client needs will drive the business towards sustainable
long term profitability.



Underwriter’s report continued

Property

We lead the programmes of Fortune 500 clients and insure some of the world’s biggest
construction projects including the $8bn expansion of the Rabigh refinery in Saudi Arabia.
We insure almost 50% of UK retail jewellers, including such prestigious brands as Cartier
and we are one of the top five providers of high-value homeowners’ insurance in the UK.

2005 2004
Gross premiums written (£m) 59.1 77.9
Net premiums written (£m) 45.2 63.4
Net earned premiums (£m) 53.4 70.4
Net claims incurred (£m) 29.2 33.3
Net operating expenses (£m) 21.4 22.3
Technical result 2.8 14.8
Claims ratio 55% 47%
Expense ratio 40% 32%
Combined ratio 95% 79%
Percentage of lead business 66% 60%
Rate decrease (1%) (5%)

Profile

The property group generated 23% of the syndicate’s gross premiums written. The team‘s underwriters are acknowledged
market leaders in all chosen classes of property insurance ranging from high-value homeowners’ and covers to large
corporate clients. Our geographic reach encompasses business from all parts of the globe. This diversity allied to our strong
underwriting experience enables us to provide our investors with a well balanced portfolio.

Market overview

Rates continued to be under pressure during the first half of 2005, especially on the large risk managed accounts where we
had to let go of business that was inadequately rated. ISO’s Property Claims Services (PCS) unit expects US property/casualty
insurers to pay a record US$50.3bn in catastrophe losses.

Current performance

The engineering team, who joined Beazley in September 2004, was well supported by our brokers during 2005 with some
good opportunities. They have enjoyed an excellent showing of business by the brokers, who are able to access of a highly
experienced and well respected team of specialist underwriters with market-leading capabilities. The market environment for
construction and erection business, both annually renewable and specific project remains strong.

The homeowners’ and jewellers block account has continued to grow in 2005, with most of the expansion coming from
established books of business. We are progressing plans to provide access to our jeweller block business in new markets
such as the Middle East and China. The market environment remains stable with rates holding firm in most areas.

We had successful first year in our Florida office, which has been established to write high value homeowners’ property risks.

We expect the loss we have incurred from Hurricane Katrina to be contained well within our reinsurance programme, a key
achievement that differentiates from our competitors. Selective and controlled underwriting has ensured that our large
commercial account has avoided many of the large individual risk losses in the market. Substantial reinsurance protection
remains in place as at 31 December 2005. Non hurricane loss activity continues to be benign in most property classes
during 2005.

Outlook

Due to the impact of the losses from the US hurricanes in 2004 and 2005 we expect rates to increase substantially in
catastrophe exposed areas, with a greater stability in pricing in other areas. Terms and conditions, such as deductibles, are
also expected to tighten as the supply of catastrophe insurance and reinsurance cover contracts and demand increases.

We expect rates to remain firm in the types of risk that Beazley target in the engineering and construction market, with no
reduction in deductibles or widening of terms. In the small risk accounts, such as the homeowners and jewellers block we
anticipate that rates will remain stable.

Further expansion is planned for the high-value homeowners’ account written by our surplus lines office in Florida with
additional states being rolled out during 2006. Commercial automobile physical damage and cargo insurance are additional
classes of business designed for small to medium sized trucking firms to provide cover for over-the-road equipment and
cargo legal liability exposure. These will be written in 2006 following the recruitment of a specialist underwriter.



Marine

We participate in the insurance of approximately 10% of the world's ocean-going trading
tonnage and are the prominent leader of voyage and tow business in the London market.
We insure 35% of the top 200 Oil and Gas Companies in the world and are leaders in
many developing areas of risk, insuring every offshore wind farm built in UK waters so far.

2005 2004
Gross premiums written (£m) 45.4 55.0
Net premiums written (£m) 37.3 45.9
Net earned premiums (£m) 41.6 44.7
Net claims incurred (£m) 19.9 17.6
Net operating expenses (£m) 12.8 16.1
Technical result 8.9 11.0
Claims ratio 48% 39%
Expense ratio 31% 36%
Combined ratio 79% 75%
Percentage of lead business 52% 53%
Rate increase 2% -

Profile
The marine team accounted for 18% of the syndicate’s gross premiums written. Since 1998 our lead capability, based on our
experience and expertise has enabled us to provide clients with comprehensive and competitive risk solutions.

We seek to utilise our leading market position and our in depth knowledge of the segment to access the highest quality
business. This capability combined with selective underwriting allows us to write a profitable account of business, at the
same time limiting the potential downside in the event of catastrophic losses.

Market overview

The year began with softening market conditions resulting in increased pricing pressure across the marine insurance industry.
This pressure was abated in the second half of the year due to the impact of the hurricane season. Outside the energy
account, capacity in world markets is such that rating remains competitive.

Current performance
During the past year we employed a regional cargo team operating out of Birmingham to write UK cargo business. This has
increased our full time employee numbers to 20 allowing us to broaden the number of marine product lines for the syndicates.

In the early part of 2005 we started to see some pressure on ratings across the book. Due to the impact of the major US
hurricanes this pressure has reduced somewhat, although the hull and cargo markets still remain competitive. In particular,
our energy book has seen rate increases with the most dramatic rises being reserved for business exposed to the Gulf of
Mexico.

The past year saw some notable claims activity. Hurricane Katrina closely followed by Rita and Wilma has been an
unprecedented succession of losses. Our gross estimated Katrina loss across both syndicates currently stands in the region
of $50m, with the net loss after reinsurance recoveries at less than $2m. Our gross loss from Hurricane Rita should not
exceed $20m and we have negligible notified losses for Wilma. Relative to market share we believe these figures to be low,
ostensibly due to selective underwriting particularly in the energy account where several of the largest loss-making accounts
were declined.

We recently employed a marine surveyor on the hull and machinery account to manage some of our claims. Swift attendance
at marine casualties and efficiently dealing with claims proves an invaluable tool for our market reputation, loss mitigation
and claims handling.

The mix of business is broadly similar to last year. During 2005, the UK cargo team launched five products on BeazleyTrade,
our online brokerage platform, which makes it easier for our brokers to do business with us.

Claims activity has been normal apart from the cargo account which had a slightly greater than average frequency. At the end
of October the net incurred loss ratio for 2005 year of account stood at 24% which compares favourably with prior years.

Outlook
We believe that although some areas of the marine market are going to be competitive, there are great opportunities,
especially within the offshore energy segment.

The marine cargo account is now well established and we are focussing our resources on the core accounts, which have been
historically profitable with low claims volatility.

As proven this year, predicting future claims activity is difficult. Excluding major catastrophes, we believe that our claims
pattern over the next year should be consistent with 2005.

We aim to increase our distribution channels by introducing products through BeazleyTrade, which is in addition to our
existing strategy of underwriting individual risks through Lloyd’s.



Underwriter’s report continued

Reinsurance

We help to protect the balance sheets of a significant proportion of the world’s leading
general insurers and many of our clients have been with us for over 10 years.

2005 2004
Gross premiums written (£m) 28.2 38.1
Net premiums written (£m) 17.0 31.5
Net earned premiums (£m) 17.6 34.0
Net claims incurred (£m) 22.1 19.5
Net operating expenses (£m) 6.4 7.6
Technical result (10.9) 6.9
Claims ratio 126% 57%
Expense ratio 36% 22%
Combined ratio 162% 79%
Percentage of lead business 28% 26%

Rate increase - -

Profile

The reinsurance team represents 11% of the syndicate’s gross premiums written. The team maintains a well established lead
position in the market and provides capacity predominantly to cedents operating in major non-life insurance markets. We
specialise in writing property catastrophe, property risk excess, casualty catastrophe, aggregate excess of loss and pro-rata
business. The department’s main exposures outside of the US emanate from the UK, Europe, Japan, Canada and
Australasia.

Market overview
The reinsurance market saw the first half of the year begin with reinsurance ratings slightly declining. As such many of the
Lloyd’s participants were anticipating a softening market and were planning to reduce capacity.

In the second half of 2005, we saw an unprecedented level of hurricane activity in the US. To put these losses in context, we
witnessed 6 out of the 10 largest US insured losses in history, just in the past two years. Unlike the hurricane season in
2004, which primarily affected direct insurers, the losses from Hurricane Katrina resulted in reinsurers bearing the largest
share of the insured loss.

Current performance

Many of our clients have been with us for at least 10 years with the renewal retention ratio remaining high in 2005. In
addition we successfully increased our share of target business. Western Europe, in particular Germany, France and Italy
have yielded opportunities for new business along with Australasia and Canada. We have increased our profile in Central and
Eastern Europe and this remains an area of potential development in the future.

Outlook

There is likely to be stronger demand for risk transfer in 2006. However, we also expect the supply of reinsurance to contract
leading to a hardening of the reinsurance market. This may translate into either higher premiums or tightening of terms and
conditions or a combination of both.

The January 2006 renewal season has demonstrated some of the opportunities available from these market conditions,
particularly on accounts which suffered losses in 2005. Rates, terms and conditions are expected to remain at a level that
will allow the syndicate to continue to promote our strengths with both brokers and clients alike.

We will continue to use modelled data with a due level of caution and understanding and combine it with other tools prior to
making underwriting decisions.

The team will also continue to advance our long-term objective of developing a well diversified portfolio focusing on larger
non-life insurance markets. The team intends to take advantage of its position in the Lloyd’s market during the current cycle,
targeted development particularly in Europe, thus increasing the portfolio efficiency.



Managing agent’s report

The managing agent presents its report for the year ended 31 December 2005.

Basis of preparation

These financial statements have been prepared in accordance with the Insurance Accounts Directive (Lloyd’s Syndicate and
Aggregate Accounts) Regulations 2004 (“the Regulation”) and applicable Accounting Standards in the United Kingdom. They
comply with the Statement of Recommended Practice issued by the Association of British Insurers in December 2005 (“the
ABI SORP”).

Change in accounting policy

The underwriting results have been determined on an annual accounting basis. This represents a fundamental change in
reporting basis. Previously results were determined on a three year funded basis whereby each underwriting year of account
is normally kept open for three years and the result ascertained at the end of the third year when the year of account is
closed by reinsurance. Under the three year funded basis no provision is made on open years of account for underwriting
losses, if any, which may have arisen.

In June 2003 the EU Insurance Accounts Directive (the Directive) was amended so that syndicates were no longer required to
prepare accounts on a three year funded basis. Instead, the Directive now provides a framework that allows Lloyd’s to move
to annual accounting for all aspects of reporting. The move to annual accounting brings reporting at Lloyd’s in line with the
rest of the insurance market and improves the transparency of syndicate results.

The prior year figures have been restated and the impact of the change in reporting basis is given in note 5 of the Notes to
the Financial Statements.

Risk management
Our business is to accept and manage unwanted risk, which means that rigorous risk management is at the centre of
everything we do.

Risk management principles
Within the syndicate, risk management is based upon three principles:

— Controlled risk taking;
— Clear accountability; and
— Open risk culture.

Risk assurance framework

The syndicate is structured to ensure clear ownership and accountability of risk management activities and alignment with
syndicate strategy through a risk assurance framework. The board of directors of Beazley Furlonge Limited have ultimate
responsibility over risk management and defining risk tolerance. Responsibility has also been allocated to key individuals and
committees for management of all risks and controls on a day-to-day basis

Risk management team

The risk management team exists to reinforce the risk management framework throughout all our activities, which ensures a
consistent approach towards the identification, measurement and mitigation of risk. Through representation of this team in
all board meetings and management committees, we are able to identify, measure, transfer and control risks at the point
that they occur. We use the BeazleyRiskMatrix system, an online risk management tool, to support this process.

Interface with Internal Audit and Compliance

Risk management, internal audit and compliance processes are closely coordinated so that their activity is complimentary
and avoids duplication. Internal audit provides assurance over the operating effectiveness of controls and prioritises its work
through a risk-based approach.

Our compliance team ensures that activities of the syndicate comply with appliance regulations.



Managing agent’s report continued

Directors

The Directors of Beazley Furlonge Limited during the period covered by this annual report who participated on syndicate 623
either directly as a name, through NamesCos, or indirectly through Beazley Staff Underwriting Limited are as follows:

2003 2004 2005 2006

year of year of year of year of

account account account account

capacity capacity capacity capacity

£ £ £ £

J G W Agnew - - 70,000 78,253
A F Beazley 1,100,000 1,357,710 1,025,095 1,145,953
N H Furlonge - 132,000 111,841 111,841
J G Gray - 132,000 111,841 111,841
D A Horton - 132,000 111,841 111,841
N P Maidment - 132,000 111,841 111,841
A R Manners 750,000 500,000 558,950 558,950
J G B Rowell 1,000,000 1,116,100 1,250,000 1,100,000
J D Sargent 1,000,000 870,400 - -
C A Washbourn - 129,643 109,843 109,843

Annual general meeting

In accordance with the Byelaws, an application has been made to the Council of Lloyd’s to waive the requirement for having a
syndicate annual general meeting as it is intended to re-appoint KPMG as auditors. As there is no other business to consider

at the meeting, no annual general meeting of the syndicate will be held.

Statement of managing agent’s responsibilities

The Companies Act 1985 requires the managing agent to prepare financial statements for Syndicate 623 at 31 December
each year which give a true and fair view of the state of affairs of the syndicate and of its profit or loss for that year.

In preparing those financial statements, the managing agent is required to:

1. select suitable accounting policies which are applied consistently, with the exception of changes arising on the

adoption of new accounting standards in the year;

2. make judgements and estimates that are reasonable and prudent;

3. state whether applicable accounting standards have been followed, subject to any material departures disclosed and

explained in the financial statements; and

4. prepare the financial statements on a going concern basis.

The directors confirm that they have complied with the above requirements in preparing the financial statements of Syndicate 623.

The managing agent is responsible for keeping proper accounting records which disclose with reasonable accuracy at any
time the financial position of the syndicate and enable it to ensure that the financial statements comply with the Companies
Act 1985. It is also responsible for safeguarding the assets of the syndicate and hence for taking reasonable steps for

prevention and detection of fraud and other irregularities.

By order of the board
D A Horton
Director

23 March 2006
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Independent auditor’s report

to the members of Syndicate 623

We have audited the financial statements of Syndicate 623 for the year ended 31 December 2005 which comprise the profit
and loss account, the balance sheet, the cash flow statement, the statement of total recognised gains and losses and the
related notes. The financial statements have been prepared under the historical cost convention, as modified by the
revaluation of investments, and the accounting policies set out therein.

This report is made solely to the members of the syndicate, as a body, in accordance with Section 235 of the Companies Act
1985. Our audit work has been undertaken so that we might state to the syndicate’s members those matters we are
required to state to them in an auditors’ report and for no other purpose. To the fullest extent permitted by law, we do not
accept or assume responsibility to anyone other than the syndicate’s members as a body, for our audit work, for this report,
or for the opinions we have formed.

Respective responsibilities of managing agent and auditors

As described in the statement of managing agent’s responsibilities on page 10, the directors of the managing agent are
responsible for the preparation of the financial statements which are required to be prepared in accordance with applicable
law and UK Accounting Standards (UK Generally Accepted Accounting Practice).

Our responsibility, as independent auditors, is to audit the annual report in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board.

We report to you our opinion as to whether the financial statements give a true and fair view and have been properly
prepared in accordance with the Companies Act 1985. We also report to you if, in our opinion, the managing agent’s report
is not consistent with the syndicate’s financial statements, if the managing agent has not kept proper accounting records in
respect of that syndicate if the financial statements are not in agreement with the accounting records and if we have not
received all the information and explanations we require for our audit.

We read the other information attached to the financial statements and consider whether it is consistent with the audited
financial statements and if information specified by law regarding Active Underwriters’ remuneration. We consider the
implications for our report if we become aware of any apparent misstatements or material inconsistencies with the financial
statements. Our responsibilities do not extend to any other information.

Basis of audit opinion

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

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

Opinion

In our opinion the financial statements:

— give a true and fair view in accordance with UK Generally Accepted Accounting Practice, of the state of affairs of Syndicate
623 as at 31 December 2005 and of its profit for the year then ended; and

— have been properly prepared in accordance with the Companies Act 1985.

KPMG Audit Plc

Chartered Accountants and Registered Auditors
8 Salisbury Square

London EC4Y 8BB

23 March 2006
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Profit and loss account: technical account

Year ended 31 December 2005

2005 2004
(Restated)
Notes £m £m
Gross premiums written 4 258.0 349.0
Outward reinsurance premiums (62.2) (61.5)
Net premiums written 195.8 287.5
Change in the gross provision for unearned premiums 45.1 18.1
Change in the provision for unearned premiums, reinsurers’ share (5.0) (8.7)
Change in the net provision for unearned premiums 40.1 9.4
Net earned premiums 235.9 296.9
Allocated investment return transferred from the non-technical account 11.4 7.9
Claims paid
- Gross amount (114.1) (139.2)
- Reinsurers’ share 25.9 56.9
Net claims paid (88.2) (82.3)
Change in the gross provision for claims (140.0) (72.7)
Change in the provision for claims, reinsurers’ share 70.4 (15.9)
Change in the net provision for claims (69.6) (88.6)
Net claims incurred (157.8) (170.9)
Net operating expenses 7 (66.2) (97.5)
Balance on the technical account 23.3 36.4

All of the above operations are continuing.
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Profit and loss account: non-technical account

Year ended 31 December 2005

2005 2004

(Restated)

Notes £m £m

Balance on the technical account 23.3 36.4
Investment income 11 11.8 7.9
Investment expenses and charges, including value adjustments (0.3) (0.3)
Unrealised gains/(losses) on investments (0.2) 0.3
34.7 44.3

Allocated investment return transferred to general business technical account (11.4) (7.9)
Other charges 12 (6.2) (5.0)
Retained profit for the financial year 171 314

Statement of total recognised gains and losses

2005 2004

(Restated)

Notes £m £m

Profit for the financial year 17.1 31.4
Prior year adjustment 5 (316.9) -
Total recognised gains and losses since last annual report (299.8) 314
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Balance sheet

As at 31 December 2005

2005 2004
(Restated)
Assets Notes £m £m
Investments
Other financial investments 13 358.9 404.4
Deposits with ceding undertakings 0.1 0.1
359.0 404.5
Reinsurers’ share of technical provisions
Provision for unearned premiums, reinsurers’ share 6 26.2 28.8
Claims outstanding, reinsurers’ share 6 238.5 244.4
264.7 273.2
Debtors
Debtors arising out of direct insurance operations 69.6 75.5
Debtors arising out of reinsurance operations 15.1 27.0
Other Debtors 14 47.4 13.9
132.1 116.4
Cash at bank and in hand 23.3 14.6
Other assets 15 47.5 50.7
70.8 65.3
Prepayments and accrued income
Deferred acquisition costs 25.8 32.2
Accrued interest and rent 0.7 0.6
Other prepayments and accrued income 3.3 2.0
29.8 34.8
Total Assets 856.4 894.2
Liabilities
Members’ balances attributable to underwriting participations 16 30.3 62.1
Technical provisions
Provision for unearned premiums 6 127.9 162.0
Claims outstanding 6 614.9 617.1
742.8 779.1
Deposits received from reinsurers - 0.4
Creditors
Creditors arising out of direct insurance operations 38.0 0.5
Creditors arising out of reinsurance operations 2.4 32.2
Accruals and deferred income 3.5 1.2
Other creditors 17 39.4 18.7
83.3 52.6
Total Liabilities 856.4 894.2

The financial statements on pages 12 to 25 were approved by the Board of Beazley Furlonge Limited on 23 March 2006 and

were signed on its behalf by:

A F Beazley
(Active underwriter)

D A Horton
(For and on behalf of Beazley Furlonge Limited)
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Statement of cash flows

Year ended 31 December 2005

2005 2004
(Restated)
Reconciliation of operating profit to net cash inflow from operating activities Notes £m £m
Operating profit on ordinary activities 17.1 31.4
Unrealised investments gains/(losses) 0.1 (0.3)
Increase/(decrease) in net technical provisions (12.3) 58.0
(Increase)/decrease in debtors (11.6) 20.0
Increase/(decrease) in creditors 14.0 (22.6)
Net cash inflow from operating activities 7.3 86.5
Transfer to members in respect of underwriting participations (47.2) (2.5)
19 (39.9) 84.0

Cash flows were invested as follows:
Increase in cash holdings 8.7 1.3
Increase/(decrease) in overseas deposits (3.2) 5.9
Decrease in deposits received from reinsurers 0.4 -
Increase/(decrease) in debt securities and other fixed income securities (45.8) 76.8
Net investment of cash flows 19 (39.9) 84.0
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Notes to the financial statements

Year ended 31 December 2005

1. Basis of preparation

These financial statements have been prepared in accordance with the Insurance Accounts Directive (Lloyd’s Syndicate and
Aggregate Accounts) Regulations 2004 (“the Regulation”) and applicable Accounting Standards in the United Kingdom. They
comply with the Statement of Recommended Practice issued by the Association of British Insurers in December 2005 (“the
ABI SORP”").

2. Change in reporting basis

The underwriting results are determined on an annual basis of accounting (see note 5 below). This represents a fundamental
change in reporting basis rather than a series of changes in accounting policies. Previously results were determined on a
three year funded basis whereby each underwriting year of account is normally kept open for three years and the result
ascertained at the end of the third year when the year of account is closed by reinsurance. Under the three year funded basis
no provision is made on open years of account for underwriting losses, if any, which may have arisen.

In June 2003 the EU Insurance Accounts Directive (“the Directive”) was amended so that syndicates were no longer required
to prepare accounts on a three year funded basis. Instead, the Directive now provides a framework that allows Lloyd’s to
move to annual accounting for all aspects of reporting. The move to annual accounting brings reporting at Lloyd’s in line with
the rest of the insurance market and improves the transparency of syndicate results.

The prior year figures have been restated and the impact of the change in reporting basis is given in note 5.

3. Accounting policies
The financial statements have been prepared on an annual basis of accounting, whereby the incurred cost of claims,
commission and related expenses are charged against the earned proportion of premiums, net of reinsurance as follows:

a) Premiums

Gross premiums written comprise premiums on contracts incepted during the financial year. Premiums are shown gross of
brokerage payable and exclude taxes and duties levied on them. Estimates are made for pipeline premiums, representing
amounts due to the syndicate not yet notified, as well as adjustments made in the year to premiums written in prior
accounting periods.

b) Unearned premiums

Written premium is earned according to the risk profile of the policy. Unearned premiums represent the proportion of
premiums written in the year that relate to unexpired terms of policies in force at the balance sheet date, it is calculated
using the daily pro-rata method where the premium is apportioned over the period of risk.

c) Claims

Claims incurred represent the cost of claims and claims handling expenses paid during the financial year, together with the
movement in provisions for outstanding claims, claims incurred but not reported (IBNR) and future claims handling
provisions. Reinsurance recoveries are accounted for in the same period as the incurred claims for the related business.

The provision for claims comprises amounts set aside for claims advised and IBNR. The IBNR amount is based on estimates
calculated using widely accepted statistical techniques (e.g. “chain ladder”) which are reviewed annually by external
consulting actuaries. The techniques generally use projections, based on past experience of the development of claims over
time, to form a view on the likely ultimate claims to be experienced. For more recent underwriting, regard is given to the
variations in the business portfolio accepted and the underlying terms and conditions. Thus, the critical assumptions used
when estimating claims provisions are that the past experience is a reasonable predictor of likely future claims development
and that the rating and other models used to analyse current business are a fair reflection of the likely level of ultimate
claims to be incurred.

The reinsurers’ share of provisions for claims is based on calculated amounts of outstanding claims and projections for
IBNR, net of estimated irrecoverable amounts having regard to the reinsurance programme in place for the class of business,
the claims experience for the year and the current security rating of the reinsurance companies involved.

d) Acquisition costs

Acquisition costs comprise brokerage, staff and staff related costs of the underwriters acquiring the business, and premium
levy. The proportion of acquisition costs in respect of unearned premiums is deferred at the balance sheet date and
recognised in later periods when the related premiums are earned.

e) Foreign currencies
Income and expenditure in US dollars, Canadian dollars and Euros are translated at the average rates of exchange for the period.

Syndicate assets and liabilities are translated into sterling at the rates of exchange at the balance sheet date unless contracts
to sell currency for sterling have been entered into prior to the year end, in which case the contracted rates have been used.
Differences arising on translation of foreign currency amounts in syndicates are included in the profit and loss account.

f) Investments
Investments are stated at current value at the balance sheet date. For this purpose listed investments are stated at bid-
market value and deposits with credit institutions and overseas deposits are stated at cost.

g) Investment return
Investment return comprises all investment income, realised investment gains and losses and movements in unrealised
gains and losses, net of investment expenses, charges and interest.
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Realised gains and losses on investments carried at market value are calculated as the difference between sale proceeds
and purchase price. Movements in unrealised gains and losses on investments represent the difference between the
valuation at the balance sheet date, together with the reversal of unrealised gains and losses recognised in earlier
accounting periods in respect of investment disposals in the current period.

Investment return is initially recorded in the non-technical account. A transfer is made from the non-technical account to the
technical account to reflect the investment return on funds supporting underwriting business.

h) Taxation

Under Schedule 19 of the Finance Act 1993 managing agents are not required to deduct basic rate income tax from trading
income. In addition, all UK basic rate income tax (currently at 30%) deducted from syndicate investment income is
recoverable by managing agents and consequently the distribution made to members or their members’ agents is gross of
tax. Capital appreciation falls within trading income and is also distributed gross of tax.

No provision has been made for any United States Federal Income Tax payable on underwriting results or investment
earnings. Any payments on account made by the syndicate during the year have been included in the balance sheet under the
heading ‘other debtors’.

No provision has been made for any other overseas tax payable by members on underwriting results.

i) Pension costs
Beazley Furlonge Limited operates both a defined benefit and a defined contribution scheme. Pension contributions relating to
syndicate staff are charged to the syndicate and included within net operating expenses.

4. Segmental analysis
An analysis of the underwriting result before investment return is set out below:

2005 Marine Property Specialty Reinsurance Unallocated Total
Lines

£m £m £m £m £m £m
Gross premiums written 45.4 59.1 125.3 28.2 - 258.0
Net premiums written 37.3 45.2 96.3 17.0 - 195.8
Gross earned premiums 49.8 69.1 154.2 30.0 - 303.1
Outward reinsurance premiums (8.2) (15.7) (30.9) (12.4) - (67.2)
Net earned premiums 41.6 53.4 123.3 17.6 - 235.9
Gross claims 38.4 49.4 115.0 51.3 - 254.1
Reinsurers’ share (18.5) (20.2) (28.4) (29.2) - (96.3)
Net claims 19.9 29.2 86.6 22.1 - 157.8
Net operating expenses 12.8 21.4 32.9 6.4 - 73.5
Technical result before investment
income 8.9 2.8 3.8 (10.9) - 4.6
Profit on exchange - - - - 7.3 7.3
Investment income - - - - 11.4 11.4
Balance on technical account 8.9 2.8 3.8 (10.9) 18.7 23.3
Claims ratio 48% 55% 70% 126% - 67%
Expense ratio 31% 40% 27% 36% - 31%
Combined ratio 79% 95% 97% 162% - 98%
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Notes to the financial statements continued

Year ended 31 December 2005

2004 (restated) Marine Property Specialty Reinsurance Unallocated Total
Lines
£m £m £m £m £m £m
Gross premiums written 55.0 77.9 178.0 38.1 - 349.0
Net premiums written 45.9 63.4 146.7 31.5 - 287.5
Gross earned premiums 54.1 86.6 186.0 40.3 - 367.0
Outward reinsurance premiums (9.4) (16.2) (38.2) (6.3) - (70.1)
Net earned premiums 44.7 70.4 147.8 34.0 - 296.9
Gross claims 21.6 39.0 129.5 21.8 - 211.9
Reinsurers share (4.0) (5.7) (29.0) (2.3) - (41.0)
Net claims 17.6 33.3 100.5 19.5 - 170.9
Net operating expenses 16.1 22.3 43.5 7.6 - 89.5
Technical result before investment
income 11.0 14.8 3.8 6.9 - 36.5
Loss on exchange - - - - (8.0) (8.0)
Investment income - - - - 7.9 7.9
Balance on technical account 11.0 14.8 3.8 6.9 (0.2) 36.4
Claims ratio 39% 47% 68% 57% - 58%
Expense ratio 36% 32% 29% 22% - 30%
Combined ratio 75% 79% 97% 79% - 88%
All premiums were written in the UK.
The expense ratios and net operating expenses shown above are calculated excluding any profit or loss on exchange.
The above teams are classified in Schedule 9a of the Companies Act 1985 as:
— Marine = Marine, aviation and transport
— Property = Fire and other damage to property
— Specialty Lines = Third party liability
— Reinsurance = Reinsurance
Geographical origin of gross direct premiums written:
An analysis of gross direct premiums written by reference to the situs of the risk is provided below:
2005 2004
(Restated)
£m £m
Risks located in UK 36.5 49.7
Risks located in other member states of the EU 20.6 25.9
Risks located in other countries 200.9 273.4
Gross premium written 258.0 349.0

5. Change in reporting basis

Prior to 1 January 2005, the syndicate had reported on a three year funded basis whereby each underwriting year of account
is normally kept open for three years and the result ascertained at the end of the third year when the year of account is

closed by reinsurance, normally to the syndicate’s following year of account. No provision is made on open years of account
for underwriting losses, if any, which may have arisen.

The move to the annual basis of accounting represents a fundamental change in the reporting basis rather than a series of
changes of accounting policies. Comparative amounts for 2004 have been restated. The net effect of the change is reflected
in a prior year adjustment to members’ balances shown in note 16. A reconciliation of members’ balances as published

under the previous reporting basis is as follows:
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£m

Members’ balances under previous reporting basis 379.0

Annual accounting adjustment arising from:

— premiums (88.2)

— claims (61.7)

— other income (10.3)

— expenses (156.7)
(316.9)

Members’ balances restated under new reporting basis 62.1

Under the annual basis of accounting, premiums are recognised on an earned basis and are stated gross of brokerage and
commissions (see notes 3 (a) and (b)). Previously, premiums represented transactions that were processed by Xchanging
Ins-sure Services up to the balance sheet date.

Under the annual basis of accounting, claims are provided for on the basis of premiums earned up to the balance sheet date
(see notes 3 (c)). Previously, no provision for claims was made on open years and claims were provided on the basis of
ultimate premium written on the closing year.

Under the annual basis of accounting, expenses are accounted for on an accruals basis. In addition, acquisition costs are
deferred to the extent that they relate to unearned premiums (see note 3 (d)). Previously, expenses relating to open years
were included on a provisional basis and were not finalised until the year of account is closed. Acquisition costs were written
off as incurred.

A full breakdown of the accounting policies used under the previous basis of accounting can be found in the 2004 syndicate
annual report.

6. Technical provisions Provision
for unearned Claims
premium outstanding
£m £m
Gross technical provisions
As at 1 January 2005 162.0 617.1
Exchange adjustments 11.0 29.3
Reinsurance to close paid - (171.5)
Movement in the provision (45.1) 140.0
As at 31 December 2005 127.9 614.9
Reinsurers’ share of technical provisions
As at 1 January 2005 28.8 244.4
Exchange adjustments 2.4 9.9
Reinsurance to close paid - (86.2)
Movement in the provision (5.0) 70.4
As at 31 December 2005 26.2 238.5
Net technical provisions
As at 1 January 2005 133.2 372.7
As at 31 December 2005 101.7 376.4
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Notes to the financial statements continued

Year ended 31 December 2005

7. Net operating expenses 2005 2004
(Restated)
£m £m
Acquisition costs 53.2 67.5
Change in deferred acquisition costs 8.1 4.8
Administration expenses 4.9 25.2
66.2 97.5

Administration expenses include:

Auditors’ remuneration

Audit services 0.1 0.1
Other services - -
(Profit)/Loss on exchange (7.3) 8.0

Total commissions for direct insurance accounted for in the year amounted to £49m (2004: £62.3m). Total fees paid to

Beazley Furlonge Limited in respect of services provided to the syndicate amounted to £1.3m (2004: £2.0m).

In addition

£14.3m (2004: £16.3m) was recharged to the syndicate from Beazley Furlonge Limited in respect of expenses incurred by

the Beazley Furlonge Limited on behalf of the syndicate.

8. Staff numbers and costs

All staff are employed by Beazley Management Limited. The following amounts were recharged to the syndicate in respect of

salary costs:

2005 2004

(Restated)

£m £m

Wages and salaries 5.3 5.6
Short-term incentive payments 0.8 0.7
Social security costs 0.6 0.7
Pension costs 1.1 1.7
7.8 8.7

The number of employees employed by Beazley Management Limited but working for the combined syndicates
end was as follows:

as at the year

2005 2004
(Restated)
Number £m
Marine 17 11
Property 33 30
Specialty Lines 77 66
Reinsurance 7 8
Support 100 60
234 175
9. Emoluments of the directors of Beazley Furlonge Limited
The directors of Beazley Furlonge Limited received the following aggregate remuneration charged to Syndicate 623 and
included within net operating expenses:
2005 2004
(Restated)
Number £m
Emoluments and fees 1.5 1.8
Contributions to defined benefit pension schemes 0.1 0.3
1.6 21
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10. Active underwriter's emoluments

The aggregate amount of remuneration paid to and for the benefit of the Active Underwriter, which was recharged to

Syndicate 623 was £0.3m (2004: £0.4m).

11. Investment income 2005 2004
(Restated)
£m £m
Income from investments 17.5 15.5
Realised losses on investments (5.7) (7.6)
11.8 7.9
12. Other charges 2005 2004
(Restated)
£m £m
Other personal expenses 6.2 5.0

13. Investments Market value Cost
2005 2004 2005 2004
(Restated) (Restated)
£m £m £m £m

Debt securities

- fixed interest 310.9 340.3 310.8 343.5
- floating interest 48.0 64.1 48.9 64.7
358.9 404.4 359.7 408.2
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Notes to the financial statements continued

Year ended 31 December 2005

14. Debtors 2005 2004
(Restated)

£m £m

Amounts due from Syndicate 2623 40.0 1.0
Amounts due from members 4.6 -
Other debtors 2.8 12.9
47.4 13.9

All insurance debtors relate to business transacted with brokers and intermediaries. These balances are due within one year.
The amount due from Syndicate 2623 is offset against the amounts due to other Beazley group companies, leaving a net
balance of £14m. Any balances between Syndicate 623 and Beazley group companies are treated as arms length
transactions. Interest is charged on these balances at commercial rates.

15. Other assets 2005 2004
Other assets comprise of overseas deposits held as a condition of conducting underwriting (Restated)
business in certain countries. £m £m
lllinois deposits 22.4 17.4
Kentucky deposits 1.4 1.2
South African deposits 2.7 5.2
Japanese deposits 0.4 0.3
Australian deposits 6.1 9.9
Joint Asset Trust Funds 8.2 8.9
Additional Securities Limited 3.2 4.5
Lloyd’s Canadian Margin Funds 3.1 3.3

47.5 50.7

The lllinois and Kentucky deposits are calculated by reference to the syndicate’s premium income and estimated exposure to
outstanding liabilities arising from business written in the States of Illinois and Kentucky, US, and are required to enable the
syndicate to underwrite business arising in those states.

The South African deposits are represented by the Lloyd’s South African Trust Deed (LSATD) for 1999 and post business.

The Japanese deposits represent the statutory deposit required in Japan and a collateral account for letter of credit against
liabilities arising from business underwritten in the country.

The Australian deposits are represented by the Lloyd’s Australian Trust Fund deposit of £5.6m (2004: £9.3m) and the
Lloyd’s Joint Asset Trust Fund deposits of £0.5m (2004: £0.6m). The Lloyd’s Australian Trust Fund deposits are to enable
the syndicate to underwrite business arising in Australia and the contribution to the fund is calculated by reference to the
premium income and estimated exposure to outstanding liabilities arising from business written in Australia. The Lloyd’s
Australian Joint Asset Trust Fund deposits are an interim fund for business written between 1993 and 1998 and are
determined by reference to the syndicate’s 1998 and prior estimated net liabilities in Australia.

The Joint Asset Trust Funds are calculated by reference to the syndicate’s US dollar reinsurance and surplus lines premium
income and is required to enable Names to write certain reinsurance and surplus lines business in the US.

The deposits with Additional Securities Limited are interest bearing and are determined by reference to the syndicate’s
premium income arising from business written in Switzerland, Singapore and certain other overseas countries, and are
required to enable the syndicate to underwrite business arising in those countries.
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16. Reconciliation of members’ balances 2005 2004
(Restated)

£m £m

Members’ balances brought forward at 1 January 379.0 47.7
Prior year adjustment (see note 5) (316.9) -
Members’ balances restated at 1 January 62.1 47.7
Profit for the year 17.1 31.4
Advance distributions (9.7) (17.0)
Profit distribution before members agent’s fees — 2002 Year of account (39.2) -
Members’ balances carried forward at 31 December 30.3 62.1

Members participate on syndicates by reference to years of account (YOA) and their ultimate result, assets and liabilities are
assessed with reference to policies incepting in that year of account in respect of their membership of a particular year.

The profit distribution before members’ agents’ fees includes £9.8m paid to the names on Syndicate 2623 for the 2002 year of
account. The capital for Syndicate 2623 in 2002 was provided by Berkshire Hathway as part of a qualifying quota share agreement.

17. Creditors 2005 2004
(Restated)

£m £m

Amount due to Syndicate 2623 - 1.5
Other creditors including taxation and social security 39.4 17.2
39.4 18.7

18. Movement in opening and closing investments net of financing 2005 2004
(Restated)

£m £m

Net cash inflow from the year 5.5 7.4
Cash flow — investments (45.4) 77.0
Movement arising from cash flows (39.9) 84.4
Changes in market value (0.1) 0.3
Total movement in investments net of financing (40.0) 84.7
Investments as at 1 January 469.8 385.1
Investments as at 31 December 429.8 469.8

Of the cash outflow during the year £97.4m was transferred to Syndicate 2623 as part of the reinsurance to close.
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Notes to the financial statements continued

Year ended 31 December 2005

19. Movement in cash and investments Changes to
At 1 market At 31
January value and December
2005 Cash flow currencies 2005
£m £m £m £m
Cash at bank and in hand 14.6 8.7 - 23.3
Overseas deposits 50.7 (3.2) - 47.5
65.3 5.5 - 70.8

Investments:

Debt securities and other fixed income securities 404.4 (45.8) (0.2) 358.5
Deposits with credit institutions - 0.4 - 0.4
Deposits with ceding undertakings 0.1 - - 0.1
Total investments 404.5 (45.4) (0.1) 359.0
Total cash and investments 469.8 (39.9) (0.1) 429.8

20. Related parties transactions

Beazley Furlonge Limited, the managing agency of Syndicate 623, is a wholly owned subsidiary of Beazley Group plc. The
directors of Beazley Group plc have participated in Syndicate 623 either directly through NamesCos or indirectly through
Beazley Staff Underwriting Ltd. Details of the participations are disclosed in the managing agent’s report on page 10.

There is no direct participation on Syndicate 623 for 2003. The directors have shareholdings in Beazley Group plc which
provides the capacity for Syndicate 2623. Syndicate 2623 has capacity of £330m, as disclosed already in this report, and
writes in parallel with Syndicate 623. Specific shareholdings are shown below.

Shareholding of
Beazley Group plc
as at 31 December

Shareholding of
Beazley Group plc
as at 31 December

2004 2005
J G W Agnew 114,263 114,263
A F Beazley 7,009,905 7,009,905
G P Blunden 72,713 72,713
J D Fishburn 15,714 15,714
N H Furlonge 2,510,831 2,510,831
J G Gray 3,368,805 3,368,805
D A Horton 36,461 36,461
N P Maidment 2,945,307 2,945,307
A R Manners 969,572 969,572
A D Pomfret 16,500 16,500
J G Rowell 4,120,663 4,120,663
J D Sargent 1,292,193 1,292,193
C A Washbourn 327,865 327,865
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N H Furlonge had a shareholding of approximately 5% in D3 Human Resources Limited, a company which provides Beazley
Furlonge Limited with consultancy advice on training. D3 Human Resources Limited receives fees, on normal commercial
terms, for the services it provides to Beazley Furlonge Limited. He had disposed of the holdings by 31 December 2005.

The syndicate paid Alliance Capital Limited £0.6m in 2005 (2004: £0.4m) in respect of the investment services provided.
G Blunden, a non-executive director of Beazley Furlonge Limited, is an employee of Alliance Capital Limited and a member of
the investment committee.

During the year Beazley Furlonge Limited provided £12.9m (2004: £10.1m) of services to Syndicate 623.

Beazley group has three service companies (managing general agents) located in the UK, US and Hong Kong— Beazley
Solutions Limited, Beazley Services USA Inc. (BUSA) and Asia Pacific Underwriting Agency Limited, all of which are cover
holders for syndicates 623/2623.

Beazley Solutions Limited specialises in underwriting UK professional indemnity and UK marine cargo business.

BUSA is an MGA based in Florida and Connecticut writing both property and specialty lines business. During the year BUSA
charged commissions of £0.2m.

Asia Pacific Underwriting Agency Limited was established to access specialty lines business in Hong Kong. On 26th January
2006 Beazley group increased its shareholding from 79.8% to 100%.

Syndicate 623 will be charged commissions at appropriate and competitive market rates for the type of business
underwritten by these companies. As Beazley group owns 100% of the share capital, it could receive profits from these
entities in the future from the business underwritten by the names on Syndicate 623.

Beazley has also established a licensed insurance company in the US (Beazley Insurance Company Inc. (BICI)) to write
specialty lines business not normally available to the names of the syndicates. The names will participate in the business
underwritten in BICI by way of reinsurance of part of the portfolio into the syndicates. The syndicates will be charged
commissions at an appropriate and competitive market rate for the type of business underwritten by BICI. As Beazley group
owns 100% of the share capital of the insurance company, it could receive profits from this company in the future from the
business underwritten by the names on Syndicate 623.

Profit related remuneration for Syndicate 623’s underwriting staff is charged to the syndicate. The Directors and staff are not
charged profit commission on their underwriting participations.

21. Post balance sheet events
The following amounts are proposed to be transferred to members’ personal reserve funds on 18 April 2006. The figures
stated are before members’ agents’ fees incurred.

2005 2004

(Restated)

£m £m

2002 Year of account - 39.2
2003 Year of account 41.6 9.7
2004 Year of account 9.2 -
50.8 48.9
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Syndicate 623 — 2003 year of account
Underwriting year accounts

31 December 2005
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2003 year of account - closed at 31 December 2005

Managing agent’s report

Basis of preparation

The syndicate underwriting year accounts have been prepared under the Insurance Accounts Directive (Lloyd’s Syndicate and
Aggregate Accounts) Regulations 2004 (“Lloyd’s Regulations”) and in accordance with the Syndicate Accounting Byelaw (No.9
of 2005), applicable accounting standards in the United Kingdom and comply with the Statement of Recommended Practice
issued by the Association of British Insurers in December 2005 (“the ABI SORP”).

Members participate on a syndicate by reference to a year of account and each syndicate year of account is a separate
annual venture. These accounts relate to the 2003 year of account which has been closed by reinsurance to close at 31
December 2005; consequently the balance sheet represents the assets and liabilities of the 2003 year of account and the
profit and loss account reflects the transactions for that year of account during the 36 months period until closure.

Annual general meeting

In accordance with the Byelaws, an application has been made to the Council of Lloyd’s to waive the requirement for having a
syndicate annual general meeting as it is intended to re-appoint KPMG as auditors. As there is no other business to consider
at the meeting, no annual general meeting of the syndicate will be held.

Statement of managing agent’s responsibilities
The Lloyd’s Regulations require the managing agent to prepare syndicate underwriting year accounts for each syndicate in
respect of any underwriting year which is being closed by reinsurance to close at 31 December.

The managing agent must prepare the syndicate underwriting year accounts which give a true and fair view of the result of
the closed year of account.

In preparing the syndicate underwriting year accounts, the managing agent is required to:

— select suitable accounting policies which are applied consistently and where there are items which affect more than one
year of account, ensure a treatment which is equitable between the members of the syndicate affected. In particular, the
amount charged by way of premium in respect of the reinsurance to close shall, where the reinsuring members and
reinsured members are members of the same syndicate for different years of account, be equitable as between them,
having regard to the nature and amount of the liabilities reinsured;

— take into account all income and charges relating to a closed year of account without regard to the date of receipt or payment;
— make judgements and estimates that are reasonable and prudent; and

— state whether applicable accounting standards have been followed, subject to any material departures disclosed and
explained in these accounts.

The managing agent is responsible for keeping proper accounting records which disclose with reasonable accuracy at any
time the financial position of the syndicate and enable it to ensure that the syndicate underwriting year accounts comply with
the Lloyd’s Regulations. It also has general responsibility for taking such steps as are reasonably open to it to safeguard the
assets of the syndicate and to prevent and detect fraud and other irregularities.

By order of the board
D A Horton
Director

23 March 2006
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2003 year of account - closed at 31 December 2005

Independent auditor’s report to the members of Syndicate 623
on its 2003 year of account

We have audited the syndicate underwriting year accounts of Syndicate 623 for the year ended 31 December 2005 which
comprise the Profit and Loss Account, the Balance Sheet and the related notes. These accounts have been prepared in
accordance with the Lloyd’s Regulations and the accounting policies set out therein.

This report is made solely to the members of the syndicate, as a body, in accordance with the Lloyd’s Regulations. Our audit
work has been undertaken so that we might state to the syndicate’s members those matters we are required to state to
them in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the syndicate members as a body, for our audit work, for this report, or for the opinions
we have formed.

Respective responsibilities of the managing agent and auditors
As described in the Statement of Managing Agent’s Responsibilities on page 28, the managing agent is responsible for the
preparation of the syndicate underwriting year accounts in accordance with the Lloyd’s Regulations.

Our responsibility is to audit the accounts in accordance with the Lloyd’s Regulations, relevant requirements established by
Lloyd’s Byelaws and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the syndicate underwriting year accounts give a true and fair view of the result of
the closed year of account and have been properly prepared in accordance with the Lloyd’s Regulations. We also report to
you if, in our opinion, the managing agent has not kept proper accounting records in respect of the syndicate, if the syndicate
underwriting year accounts are not in agreement with the accounting records or if we have not received all the information
and explanations we require for our audit.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
syndicate underwriting year accounts. It also includes an assessment of the significant estimates and judgements made by
the managing agent in the preparation of the syndicate underwriting year accounts, and of whether the accounting policies
are appropriate to the syndicate's circumstances, consistently applied and adequately disclosed.

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

Opinion
In our opinion the syndicate underwriting year accounts:

— give a true and fair view of the profit of its 2003 closed year of account; and
— have been properly prepared in accordance with the Lloyd’s Regulations.

KPMG Audit Plc

Chartered Accountants and Registered Auditor
8 Salisbury Square

London EC4Y 8BB

23 March 2006
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2003 year of account - profit and loss account

For the 36 months ended 31 December 2005

Notes 2003 year

of account
£m
Syndicate allocated capacity 330.0
Gross premiums written 357.5
Outward reinsurance premiums (75.1)
Net premiums written and earned 282.4
Allocated investment return transferred from the non-technical account 10.8
Reinsurance to close premiums received, net of reinsurance 2 100.3
111.1
Gross claims paid (87.5)
Reinsurers' share 18.9
Claims incurred, net of reinsurance (68.6)
Reinsurance to close premiums payable, net of reinsurance 3 (168.8)
(237.4)
Balance on technical account before syndicate operating expenses 7 156.1
Net operating expenses 4 (91.0)
Balance on technical account 6 65.1
Investment income 5 11.1
Investment management expenses and charges (0.3)
10.8
Allocated investment return transferred to the technical account (10.8)
Other charges (11.4)
Profit for the 2003 closed year of account 53.7
Return on capacity, before members’ agents’ fees 16.3%

There are no recognised gains or losses in the accounting period other than those dealt with in the technical and
non-technical accounts.
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2003 year of account - balance sheet

Closed at 31 December 2005

Notes 2003 year
of account
£m
Assets

Investments 154.0
Debtors 26.8
Reinsurance recoveries anticipated on gross reinsurance to close premiums payable to close the account 122.7
Cash at bank and in hand 12.7
Overseas deposits 12 29.2
Prepayments and accrued income 0.7
Total assets 346.1

Liabilities
Amounts due to members 10 41.6
Reinsurance to close premium payable to close the account — gross amount 3 291.5
Creditors 11 12.9
Accruals and deferred income 0.1
Total Liabilities 346.1

The underwriting year accounts on pages 30 to 35 were approved by the Board of Directors on 23 March 2006 and were

signed on its behalf by:

A F Beazley
Active Underwriter

D A Horton
For and on behalf of Beazley Furlonge Ltd.
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2003 year of account - notes to the underwriting year accounts

Closed at 31 December 2005

1. Accounting Policies

Underwriting transactions

a) The underwriting accounts for each year of account are normally kept open for three years before the result on that year is
determined. At the end of the three years’ period, outstanding liabilities can normally be determined with sufficient accuracy
to permit the year of account to be closed by payment of a reinsurance to close premium to the successor year of account.

b) Gross premiums are allocated to years of account on the basis of the inception date of the policy. Commission and
brokerage are charged to the year of account to which the relevant policy is allocated. Policies written under binding
authorities, lineslips or consortium arrangements are allocated to the year of account into which the arrangement incepts.
Additional and return premiums follow the year of account of the original premium. Premiums in respect of reinsurance ceded
are attributed to the same year as the original risk being protected. Premiums are shown gross of brokerage payable and
exclude taxes and duties levied on them. Estimates are made for pipeline premiums, representing amounts due but not yet
notified to the syndicate year of account.

c) Gross claims paid are allocated to the same year of account as that to which the corresponding premiums are allocated
and include internal and external claims settlement expenses. Reinsurance recoveries are allocated to the year of account to
which the claim was charged.

d) The reinsurance to close premium is determined by reference to outstanding liabilities, including claims incurred but not
yet reported, relating to the closed year and to all previous closed years reinsured therein. Although the estimate of net
outstanding liabilities is considered to be fair and reasonable, it is implicit in the estimation procedure that the ultimate
liabilities will be at variance from the premium so determined. The reinsurance to close premium includes a provision for
unearned premiums and unexpired risks at the balance sheet date, net of deferred acquisition costs.

Comparatives
e) Comparatives are not provided in these accounts as each syndicate year of account is a separate annual venture.

Investment return

f) The gross investment return comprises investment income, realised investment gains and losses and movements in
unrealised gains and losses, net of investment expenses and charges. Investment return arising in each calendar year is
allocated to years of account in proportion to the average funds available for investment attributable to those years.
Investment returns in respect of overseas deposits are allocated to the year of account which funded these deposits.

g) The investment return is wholly allocated to the technical account.

h) Investments are valued at bid market value at the balance sheet date. Movements in unrealised gains and losses on
investments represent the difference between their valuation at the balance sheet date and their purchase price or, if they
have been previously valued, their valuation at the last balance sheet date.

Syndicate operating expenses

i) Costs incurred by the managing agent in respect of the syndicate are charged to the syndicate. Where expenses do not
relate to any specific year of account they are apportioned between years of account on a basis which reflects the benefit
obtained by each year of account from each type of expense.

j) Where expenses are incurred jointly by the managing agent and the syndicate, they are apportioned as follows:

— Salaries and related costs - according to the staff time spent on dealing with syndicate matters
— Accommodation costs — proportioned based on the overall staff costs allocation above
— Other costs - as appropriate in each case

Taxation

k) Under Schedule 19 of the Finance Act 1993, managing agents are not required to deduct basic rate income tax from
trading income. In addition, all UK basic income tax deducted from syndicate investment income is recoverable by managing
agents and consequently the distribution made to members or their members’ agents is gross of tax. Capital appreciation
falls within trading income and is also distributed gross of tax. It is the responsibility of members to agree and settle their
individual tax liabilities with the Inland Revenue.

I) No provision has been made for any US Federal Income Tax or any overseas tax payable on the underwriting results or
investment earnings.

Members resident overseas for tax purposes are responsible for agreeing and settling any tax liabilities with the taxation
authorities of their country of residence.

32



Basis of currency translation

m) The syndicate operates in four separate currency funds of Sterling, Euro, US dollars and Canadian dollars. Items
expressed in US dollars, Euro and Canadian dollars are translated to Sterling at the rates of exchange ruling at the balance
sheet date. The Euro, US dollar and Canadian dollar exchange rates ruling at 31 December 2005 are Euro 1.46, US$1.72

and C$2.01.
2. Reinsurance to close premiums received 2003 year
of account
£m
Gross reinsurance to close premium received 196.5
Reinsurance recoveries anticipated (96.2)
Reinsurance to close premium received, from 2002 and earlier, net of reinsurance 100.3
3. Reinsurance to close premiums payable 2003 year
of account
£m
Gross reinsurance to close premium payable (291.5)
Reinsurance recoveries anticipated 122.7
Reinsurance to close premium payable to 2004, net of reinsurance (168.8)
4. Net operating expenses 2003 year
of account
£m
Acquisition costs 68.8
Administration expenses:
Salaries and related costs 8.7
Accommodation 1.1
Interest payable -
Processing costs 2.5
Overseas operating expenses 2.1
Premium levy 3.9
Auditors’ remuneration
- Audit 0.1
- Other -
Other professional fees 0.6
Profit on exchange (1.0)
Standard personal expenses 6.1
Other expenses 1.9
26.0
Claims Handling expenses (2.1)
Overriding commission receivable (1.7)
Net operating expenses 91.0
5. Investment income 2003 year
of account
£m
Income from investments 17.7
Loss on the realisation of investments (6.6)
11.1
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2003 year of account - notes to the underwriting year accounts continued

Closed at 31 December 2005

6. Segmental analysis

An analysis of the underwriting result before investment return is set out below:

2003 year of account Marine Property Specialty Reinsurance Total
Lines
£m £m £m £m £m
Gross premiums written 49.2 91.1 174.9 42.3 357.5
Net premiums written 38.7 71.6 141.2 30.9 282.4
Net earned premiums 38.7 71.6 141.2 30.9 282.4
Investment income 1.1 2.0 6.7 1.0 10.8
Net claims (15.9) (26.7) (87.4) (7.2) (137.1)
Net operating expenses (12.5) (23.5) (44.4) (10.6) (91.0)
Balance on technical account 11.4 23.4 16.1 14.2 65.1
Claims ratio 41% 37% 62% 23% 49%
Expense ratio 32% 33% 31% 34% 32%
Combined ratio 73% 70% 93% 57% 81%
The above teams are classified in Schedule 9a of the Companies Act 1985 as;
— Marine = Marine, aviation and transport
— Property = Fire and other damage to property
— Specialty Lines = Third party liability
— Reinsurance = Reinsurance
Geographical origin of gross direct premiums written:
An analysis of gross direct premiums written by reference to the situs of the risk is provided below:
2003 year
of account
£m
Risks located in UK 52.3
Risks located in other member states of the EU 25.0
Risks located in other countries 280.2
Gross premiums written 357.5
7. Analysis of result before net operating expenses and investment return 2003 year
of account
£m
Amount attributable to business allocated to the 2003 year of account 153.5
Surplus on the reinsurance to close for the 2002 year of account 2.6
156.1
8. Investments 2003 year
At market value: of account
£m
Debt securities 153.8
Other investments 0.2
154.0
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9. Debtors 2003 year
of account

£m

Arising out of direct insurance operations intermediaries 3.9
Amount due from Managing Agent -
Members’ agents’ fees 1.8
Other debtors 21.1
26.8

10. Amounts due to members 2003 year
of account

£m

Profit for the 2003 closed year of account 53.7
Transfers to members’ personal reserve funds in 2004 and 2005 (12.1)
Amounts due to members at 31 December 2005 41.6
11. Creditors 2003 year
of account

£m

Arising out of direct insurance operations 0.2
Arising out of reinsurance operations 0.8
Profit commission payable 11.4
Other creditors 0.5
12.9

12. Overseas deposits 2003 year
of account

£m

Illinois deposits 15.9
Kentucky deposits 0.7
South African deposits 2.3
Australian deposits 3.9
Joint Asset Trust Funds 5.1
Lloyd’s Canadian Margin Funds 1.3
29.2

13. Related party translations

Please refer to page 24 for further details of related party transactions for the 2003 year of account.
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Seven year summary of closed year results

at 31 December 2005

2003 2002 2001 2000 1999 1998 1997
Syndicate allocated capacity - £000’s 330,000 325,000 215,317 125,186 94,699 94,690 89,874
Capacity utilised 97% 86% 109% 108% 124% 88% 2%
Number of underwriting members 1,675 1,612 1,351 960 827 830 958
Aggregate net premiums - £000’s 222,451 181,641 143,785 79,102 70,813 56,589 44,489
Net capacity utilised 67% 56% 67% 63% 75% 60% 50%
Underwriting profit as a percentage
of gross premiums 27.8% 23.2% 3.1% 3.0% 2.1% 2.5% 6.7%
Results for an illustrative £10,000 share £ £ £ £ £ £ £
Gross premiums 8,800 8,609 10,943 10,810 12,394 8,829 7,201
Net premiums 6,741 5,589 6,678 6,319 7,478 5,976 4,950
Reinsurance to close from an earlier
account 2,870 4,085 3,897 6,146 7,619 6,606 5,799
Net claims (2,176) (2,299) (3,829) (5,073) (6,192) (4,829) (3,623)
Reinsurance to close the year of account (5,116) (5,375) (6,405) (7,066) (8,647) (7.536) (6,644)
Underwriting profit 2,319 2,000 341 326 258 217 482
Profit/(loss) on exchange 29 (8) 64 (22) (31) 3 21
Syndicate operating expenses (526) (405) (512) (524) (556) (582) (597)
Balance on technical account 1,822 1,587 (107) (220) (329) (362) (94)
Gross investment return 337 234 341 488 776 614 430
Profit before personal expenses 2,159 1,821 234 268 447 252 336
lllustrative personal expenses
— lllustrative personal expenses (184) (184) (159) (185) (195) (224) (199)
— Managing agent’s profit commission (345) (285) (17) (21) (52) (16) (32)
Profit after illustrative profit
commission and personal expenses 1,630 1,352 58 62 200 12 105

Note:

1.The illustrative profit commission and personal expenses are estimates of amounts which might be charged on an illustrative share of
£10,000. The agency agreements for 1991 and subsequent years of account only provide for the deduction of fees and profit commission on
behalf of the managing agent.

2.The effect of any minimum charges on personal expenses or deficit clauses on profit commission have been ignored.

3.Internal claims settlement expenses have been included in “net claims”.

4.The 2002 account figures above are not on a combined Syndicate 623 and 2623 basis. They reflect the pure Syndicate 623 position.
5.The syndicate allocated capacity excludes the qualifying quota share arrangements in 2002.

6.The above fgures are stated before members’ agents’ fees.
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