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Notes to the Accounts (continued)
For the year ended 31 December 2005

1. Accounting policies (continued)
Past service cost is recognised immediately to the extent that the benefits are already vested, and otherwise is amortised on a
straight-line basis over the average period until the benefits become vested.

The retirement benefit obligation recognised in the balance sheet represents the present value of the defined benefit obligation as
adjusted for unrecognised past service cost, and as reduced by the fair value of scheme assets. Any asset resulting from this calculation
is limited to past service cost, plus the present value of available refunds and reductions in future contributions to the plan.

Share-based payments
On 1 January 2005 the group applied the requirements of IFRS 2 Share-based Payments. In accordance with transitional
provisions, IFRS 2 has been applied to all grants after 7 November 2002 which had not vested at 1 January 2005.

The group issues equity-settled share-based payments to certain employees. There is an Executive scheme for senior employees
and a Sharesave scheme open to all qualifying employees. Equity-settled share-based payments are measured at fair value at the
date of grant. The fair value determined at the grant date is expensed on a straight-line basis over the vesting period, based on the
group’s estimate of shares that will eventually vest. An amount equivalent to the profit and loss account charge is credited to the
profit and loss account reserve at date of grant.

Fair value is measured by use of the Black-Scholes-Merton pricing model. The expected option life used in the model is based on
management’s best estimate, taking behavioural considerations into account.

Profit from operations
Profit from operations is stated after the share of results of associates and joint ventures but before investment income and
finance costs.

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in the income
statement because it excludes items of income or expense that are taxable or deductible in other years and it further excludes
items that are never taxable or deductible. The group’s liability for current tax is calculated using tax rates that have been enacted
or substantively enacted by the balance sheet date.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets and liabilities
in the financial statements and the corresponding tax bases used in the computation of taxable profit, and is accounted for using
the balance sheet liability method. Deferred tax liabilities are generally recognised for all taxable temporary differences and
deferred tax assets are recognised to the extent that it is probable that taxable profits will be available against which deductible
temporary differences can be utilised. Such assets and liabilities are not recognised if the temporary difference arises from goodwill
or from the initial recognition (other than in a business combination) of other assets and liabilities in a transaction that affects
neither the tax profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries and associates, and
interests in joint ventures, except where the group is able to control the reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the asset is
realised. Deferred tax is charged or credited in the income statement, except when it relates to items charged or credited directly
to equity, in which case the deferred tax is also dealt with in equity.

Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and any recognised impairment loss.

Depreciation is charged so as to write off the cost or valuation of assets, other than land, over their estimated useful lives, using
the straight-line method, at the following annual rates:

Buildings 2.5%
Fixtures and equipment 20%-25%
Aircraft 10%
Leasehold buildings Over the lease term
Computers 25%
Motor vehicles 25%

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets or, where
shorter, over the term of the relevant lease.

The gain or loss arising on the disposal or retirement of an asset is determined as the difference between the sales proceeds and
the carrying amount of the asset and is recognised in income.

CTC

CHARLES TAYLOR
CONSULTING



1. Accounting policies (continued)

Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of ownership
to the lessee. All other leases are classified as operating leases.

Assets held under finance leases are recognised as assets of the group at their fair value or, if lower, at the present value of the
minimum lease payments, each determined at the inception of the lease. The corresponding liability to the lessor is included in
the balance sheet as a finance lease obligation. Lease payments are apportioned between finance charges and reduction of the
lease obligation so as to achieve a constant rate of interest on the remaining balance of the liability. Finance charges are charged
directly against income.

Rentals payable under operating leases are charged to income on a straight-line basis over the term of the relevant lease.

Benefits received and receivable as an incentive to enter into an operating lease are also spread on a straight line basis over the
lease term.

Intangible assets

An internally-generated intangible asset is recognised only if all of the following conditions are met:
* an asset is created that can be identified (such as software and new processes);

* it is probable that the asset created will generate future economic benefits; and

* the development cost of the asset can be measured reliably.

The value of customer relationships is measured and recorded as an intangible asset when businesses are acquired.

Intangible assets are recorded net of contributions to their cost from third parties and are amortised on a straight-line basis over
their useful lives or in line with anticipated cashflows.

Impairment of tangible and intangible assets excluding goodwill

At each balance sheet date, the group reviews the carrying amounts of its tangible and intangible assets to determine whether there
is any indication that those assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the
asset is estimated in order to determine the extent of the impairment loss (if any). Where the asset does not generate cash flows
that are independent from other assets, the group estimates the recoverable amount of the cash-generating unit to which the asset
belongs. An intangible asset with an indefinite useful life is tested for impairment annually and whenever there is an indication
that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying
amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognised as an expense
immediately, unless the relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a
revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the
revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been recognised for the asset (cash-generating unit) in prior years. A reversal
of an impairment loss is recognised as income immediately, unless the relevant asset is carried at a revalued amount, in which case
the reversal of the impairment loss is treated as a revaluation increase.

Financial instruments
Financial assets and financial liabilities are recognised on the group’s balance sheet when the group becomes a party to the
contractual provisions of the instrument.

Trade receivables
Trade receivables are measured on initial recognition at fair value. Trade receivables do not carry any interest. Appropriate allowances
for estimated irrecoverable amounts are recognised in the profit or loss when there is objective evidence that the asset is impaired.

Investments

Investments are recognised and derecognised on a trade date where a purchase or sale of an investment is under a contract whose
terms require delivery of the investment within the timeframe established by the market concerned, and are initially measured at
fair value, including transaction costs.
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Notes to the Accounts (continued)
For the year ended 31 December 2005

1. Accounting policies (continued)

At subsequent reporting dates, debt securities that the group has the expressed intention and ability to hold to maturity
(held-to-maturity debt securities) are measured at amortised cost using the effective interest rate method, less any impairment
loss recognised to reflect irrecoverable amounts. An impairment loss is recognised in profit or loss where there is objective
evidence that the asset is impaired, and is measured as the difference between the investment’s carrying amount and the present
value of estimated future cash flows discounted at the effective interest rate computed at initial recognition. Impairment losses are
reversed in subsequent periods when an increase in the investment’s recoverable amount can be related objectively to an event
occurring after the impairment was recognised, subject to the restriction that the carrying amount of the investment at the date
the impairment is reversed shall not exceed what the amortised cost would have been had the impairment not been recognised.

Investments are classified as either at fair value through income or available-for-sale, and are measured at subsequent reporting
dates at fair value. Where securities are held at fair value, gains and losses arising from changes in fair value are included in net
profit or loss for the period. For available-for-sale investments, gains and losses arising from changes in fair value are recognised
directly in equity, until the security is disposed of or is determined to be impaired, at which time the cumulative gain or loss
previously recognised in equity is included in the net profit or loss for the period. Impairment losses recognised in profit or loss for
equity investments classified as available-for-sale are not subsequently reversed through profit or loss. Impairment losses
recognised in profit or loss for debt instruments classified as available-for-sale are subsequently reversed if an increase in the fair
value of the instrument can be objectively related to an event occurring after the recognition of the impairment loss.

Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits and other short-term highly liquid investments that are
readily convertable to a known amount of cash and are subject to an insignificant risk of changes in value. Amounts of this nature
held in insurance companies have been shown within assets in insurance businesses and are not generally available for use by

the group.

Client funds under group control outside the insurance companies are included in the balance sheet under cash and cash
equivalents with a corresponding liability recognised and are also not available for use by the group.

Financial liability and equity
Financial liabilities and equity instruments are classified according to the substance of the contractual arrangements entered into.
An equity instrument is any contract that evidences a residual interest in the assets of the group after deducting all of its liabilities.

Bank borrowings

Interest-bearing bank loans and overdrafts are initially measured at fair value. Finance charges, including premiums payable on
settlement or redemption and direct issue costs, are accounted for on an accrual basis to the profit and loss account using the
effective interest method and are added to the carrying amount of the instrument to the extent that they are not settled in the
period in which they arise.

Trade payables
Trade payables are initially measured at fair value. They are not interest bearing.

Equity instruments
Equity instruments issued by the company are recorded at the proceeds received, net of direct issue costs.

Derivative financial instruments and hedge accounting

The group’s activities expose it primarily to the financial risks of changes in foreign currency exchange rates and interest rates.
The group uses foreign exchange forward contracts to hedge these exposures. The group does not use derivative financial
instruments for speculative purposes.

Changes in the fair value of derivative financial instruments that do not qualify for hedge accounting are recognised in the income
statement as they arise. There were no derivatives that qualified for hedge accounting during the period.

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated, or exercised, or no longer qualifies
for hedge accounting. At that time, any cumulative gain or loss on the hedging instrument recognised in equity is retained in
equity until the forecasted transaction occurs. If a hedged transaction is no longer expected to occur, the net cumulative gain or
loss recognised in equity is transferred to net profit or loss for the period.
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1. Accounting policies (continued)

(c) Accounting for insurance contracts and investment contracts businesses

(i) Non-life business

Revenue from insurance contracts

Revenue from insurance contracts represents premiums earned. Premiums are earned pro rata on a time apportioned basis.
Unearned premiums, representing unexpired periods of indemnity, are deferred and included in the balance sheet as a liability
under insurance technical balances. The treatment of associated acquisition costs and reinsurance premiums follows that of the
underlying premium. If it is likely that the unearned premium will not be sufficient to cover future losses, then further provision
is made.

Claims
Claims incurred comprise claims and related expenses paid in the year and changes in the provision for outstanding claims.
The treatment of associated reinsurance recoveries follows that of the underlying claim.

Insurance technical provision
These include oustanding claim provisions and unearned premium as liabilities and their associated reinsurance recoveries
as assets, as well as any deferred acquisition costs.

Outstanding claims provision

Provision is made at the year-end for the estimated cost of claims incurred but not settled at the balance sheet date, including the
cost of claims incurred but not yet reported to the group. The estimated cost of claims includes expenses to be incurred in settling
claims and a deduction for the expected value of salvage and other recoveries. The group takes all reasonable steps to ensure that
it has appropriate information regarding its claims exposures. However, given the uncertainty in establishing claims provisions, it
is likely that the final outcome will prove to be different from the original liability established.

The estimation of claims incurred but not reported (“IBNR”) is generally subject to a greater degree of uncertainty than the
estimation of claims already notified to the group.

In calculating the estimated cost of unpaid claims the group uses a variety of estimation techniques, generally based upon
statistical analyses of historical experience, which assumes that the development pattern of the current claims will be consistent
with past experience. Allowance is made, however, for changes or uncertainties which may create distortions in the underlying
statistics or which might cause the cost of unsettled claims to increase or reduce when compared with the cost of previously
settled claims including:

. changes in company processes which might accelerate or slow down the development and/or recording of paid or incurred
claims compared with the statistics from previous periods

. changes in the legal environment

. the effects of inflation

. changes in the mix of business

. the impact of large losses

. movements in industry benchmarks

Large claims impacting each relevant business class are generally assessed separately, being measured on a case-by-case basis or
projected separately in order to allow for the possible distorting effect of the development and incidence of these large claims.

Provisions are calculated gross of any reinsurance recoveries. Potential reinsurance recoveries are calculated as a function
of claims, and shown separately in the balance sheet as ‘amounts receivable under reinsurance contracts’.

The group assesses its reinsurance assets for impairment on a quarterly basis. If there is objective evidence that the reinsurance
asset is impaired, the group reduces the carrying amount of the reinsurance asset to its recoverable amount and recognises that
impairment loss in the income statement for the period.
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Notes to the Accounts (continued)
For the year ended 31 December 2005

1. Accounting policies (continued)

Receivables and payables related to insurance contracts

Receivables and payables are recognised when due. These include amounts due to and from agents, brokers and insurance
contract holders.

If there is objective evidence that the insurance receivable is impaired, the group reduces the carrying amount of the insurance
receivable accordingly and recognises that impairment loss in the income statement for the period.

Provision for future expenses
Provision is made for the cost of running off the group’s insurance business based on best estimates of the costs expected to be
incurred.

(ii) Life business
Insurance and investment contracts — classification
The group has acquired contracts that transfer insurance risk or financial risk or both.

Insurance contracts are those contracts that transfer significant insurance risk. Such contracts may also transfer financial risk. As a
general guideline, the group defines as significant insurance risk the possibility of having to pay benefits on the occurrence of an
insured event that are at least 10% more than the benefits payable if the insured event did not occur. The majority of the insurance
risk arises on contracts where optional insurance benefits were applied for at outset by the insured. The group practice is to treat
the insurance element as a separate unbundled contract.

Investment contracts are those contracts that transfer financial risk with no significant insurance risk.

Further contract distinctions are ‘Unit Linked’ and ‘Discretionary Participation Features’ (DPF). Unit-linked contracts are those
linked to specific assets, such that the value of contracts moves in line with the value of assets. DPF contracts are those where the
policy holders may receive a bonus, generally based on investment performance. Unit and non-unit linked policies may have DPF
or not.

Revenue recognition
For investment contracts amounts collected as ‘premiums’ are not included in the income statement. They are reported as deposits
in the balance sheet (under investment contract assets).

Insurance premiums on insurance policies and fees charged on investment contracts are included as revenue in the income
statement and are recognised as services are provided.

Claims
Claims under insurance contracts are recognised when payments are due. Claims costs include claims handling costs.

‘Claims’ under investment contracts are not reflected in the income statement. They are deducted from investment contract
liabilities in the balance sheet.

Provisions for liabilities

The provisions for insurance contract liabilities are established using methods and assumptions approved by the Directors based
on advice from actuaries. This is based initially on the reserves required for regulatory purposes and adjusted to eliminate
undistributed surplus income and various regulatory or contingency reserves. This basis is commonly referred to as the ‘modified
statutory solvency basis’. Provisions are shown gross of reinsurance recoveries.

Investment contracts consist mainly of unit-linked contracts. Unit-linked liabilities are determined by reference to the value of the
underlying matched assets.

Value of business acquired

On acquisition of a portfolio of contracts, either directly from another insurer or through the acquisition of a subsidiary, the
group recognises an intangible asset representing the value of business acquired (VOBA). VOBA represents the present value
of future profits embedded in acquired contracts. The group amortises VOBA over the effective life of the acquired contracts.
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2. Accounting judgements and management of risks

Critical areas of management judgement and estimation

The following areas are considered the most significant in the preparation of these financial statements where the application of
management judgement or estimation has been required.

Revenue recognition in the Services businesses

Revenue is recognised when there is a contractual right to be paid in relation to past performance of contractual obligations. In
practice the group maintains time recording systems to capture time chargeable to clients and specified hourly rates are ascribed
to the hours recorded by case handlers. Hourly rates are usually agreed in advance in the form of pre-engagement contractual
terms or are based on standard hourly rates applicable to the type of work and country in which the work is performed.

Regular periodic reviews are performed by case handlers, and by management, to ensure the carrying value of work on unfinished
cases reflects management’s view of its ultimately realisable value. Provisions against irrecoverable work-in-progress and outstanding
fees are made where the realisable value is expected to be lower than the carrying value and conversely upwards revaluations of
work-in-progress are made where management considers the carrying value is lower than the amount ultimately recoverable.

Fair valuation of acquisitions

In accordance with IFRS the group has included the assets and liabilities of the entities acquired during the period in its
consolidated balance sheet at the date of acquisition at their fair values. The fair values of assets and liabilities acquired are
different in a number of instances from the values shown in the entities’ own accounts due to the application of different
accounting policies in these accounts or the application of fair valuation principles to assets recorded and liabilities recorded
by the entities under other bases such as historical cost. A summary of the differences is shown in note 12.

Impairment of goodwiill

Goodwill has arisen in relation to the group’s acquisitions of subsidiaries and is represented by the difference between the
estimated cost of the acquisitions and the fair value of the net assets acquired in those acquisitions. The company is required

to assess annually, or more often if there is an indication of impairment, the carrying value of goodwill. It does this by assessing
the future cashflows generated by the business units to which the goodwill has been allocated and by discounting those cashflows
to assess whether the discounted value is higher or lower than the carrying value of the related goodwill. Management judgement
is applied, in particular, in the initial allocation of goodwill to cash generating units, in assessing future cashflows and in
determining appropriate discount rates.

Insurance reserves

Insurance reserves are set to reflect management’s best estimate of the ultimate cost of settling claims incurred under insurance
policies previously written by the insurance companies acquired. A number of actuarial estimation techniques have been used in
arriving at the insurance reserves recorded in these accounts. Further details are given in the accounting policies section above.

Pensions

The group sponsors a number of defined benefit retirement schemes for employees. The scheme assets and the obligation to
provide future benefits are included in the group balance sheet. The cost of providing benefits to employees is reflected as a charge
in the group income statement. The respective scheme actuaries are engaged by the company to assist management in
determining the amounts to be recorded in these accounts. In this regard management is responsible for determining the
assumptions to be used in the actuarial calculations such the expected return on plan assets, salary growth and inflation. Further
details of the assumptions used are given in note 30.
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Notes to the Accounts (continued)
For the year ended 31 December 2005

2. Accounting judgements and management of risks (continued)

Management of risk

Legal and regulatory risk

A variety of legislation and regulation governs a wide number of the group’s businesses. Future changes in regulation are difficult
to predict and their impact may be difficult to mitigate and give rise to additional compliance costs.

The group also relies on continuing regulatory approval to carry on various parts of its business. Non-compliance with regulation
could give rise to fines or restrictions on approvals which might impair the group’s profitability or financial position.

Commercial risks

While affected by the insurance cycle, the group’s business portfolio is designed to limit its impact. However, the revenue of
adjusting businesses is always subject to levels of loss in the market generally as well as to the group’s market share, and loss rates
can fluctuate from year to year on a random basis. Resource levels are as far as possible planned to accommodate such
fluctuations and safeguard profitability

Failure to carry out the provision of services with care and efficiency could cause financial loss through the loss of contracts or
claims for damages. The group’s professional indemnity policy provides some protection against this and there are comprehensive
policies, procedures and training to minimise the risk.

The group depends on its Information Technology systems to support the management of its own and its Mutual clients’
businesses. Failure of these systems could cause financial loss. To manage the risk, systems development is carefully controlled and
there are appropriate support arrangements and business continuity plans.

The group’s cash flow depends on its ability to recover its fees from the world’s insurance markets. The complexities of the
subscription market, the geographical spread and the involvement of reinsurers all contribute to the risks of speed and reliability
of collection. In addition, the group is exposed to credit risk in relation to the ability of insurers to meet large losses and fees.
Credit management processes are supported by a variety of management, reporting and IT systems to reduce the risk.

The group employs highly specialist senior staff who are difficult to replace and their loss might result in adverse financial
consequences for the group. Suitable measures exist to encourage staff retention, for example relating to career opportunities,
remuneration and working conditions.

The group is vulnerable to adverse market perception as it operates in highly competitive markets where quality of service and
integrity are regarded as important benchmarks by both clients and regulators. Mismanagement, fraud or failure to satisfy fiduciary
or regulatory responsibilities, the negative publicity resulting from this or the accusation by a third party of such activities could
have a material adverse impact on the group. The group has a variety of risk management processes to reduce the likelihood of
such occurrences.

The group’s financial risks emanate from its cash, liquid resources and items such as trade debtors and trade creditors that arise
directly from its operations. These arise in various currencies. The detailed disclosures required on financial instruments in the
group’s main businesses are disclosed in note 25. Disclosures in relation to in the insurance companies are disclosed in note 27.

Tax and accounting risks
The group cannot predict or control changes in tax legislation in the jurisdictions in which it operates. However, it intends to
conduct its affairs in a tax-efficient manner and takes relevant professional advice where appropriate.

In common with other listed companies in the UK and Europe, the group is implementing International Financial Reporting
Standards (IFRS) for the first time. IFRS for insurance contracts are being implemented by a two-stage process, of which only the
standards for stage one have been agreed. Due to a number of new and revised standards included within the body of IFRS, there
is not yet a significant body of existing practice on which to draw in forming judgements regarding interpretation and application
of IFRS. Changes in standards and their interpretation and application could have a negative effect on the group. Risks in this
respect are being managed by appropriate staffing, training and professional advice.

Pensions risks

There are risks inherent in the group’s four defined benefit pension schemes. The level of scheme funding required depends on a
number of factors, including future investment performance, life expectancy and the accuracy of various actuarial assumptions.

If these factors are unfavourable, the level of funding required by the group may increase. In addition, the implementation of the
new Statutory Funding Objective for valuations after 23 September 2005 could result in a higher level of funding being agreed
between the group and scheme trustees. The Pensions Regulator also has powers to require higher levels of employer contribution.
These risks are being managed by continual consideration of the implications of new legislation, taking professional advice,
training and maintaining the dialogue between employer and trustees.

CTC

CHARLES TAYLOR
CONSULTING



2. Accounting judgements and management of risks (continued)

Future acquisitions

One of the principal strategies of the group is to make further value-enhancing insurance run-off acquisitions which provide the
opportunity to generate fees for providing run-off services. If the group were unable to achieve this aim, for example because of
insufficient financial resources, excessive competition for acquisition targets or regulatory change, this could delay or prevent the
achievement of this expected benefit and adversely affect the group’s future financial prospects. The group expends significant
management time on activities designed to reduce the risk of this outcome.

Insurance risks

The risks to the group from the acquired insurance businesses are believed to be low. In addition to the protection provided by the
risk management processes within the businesses themselves, the group has no obligation to pay consideration for any of the
insurance entities unless they generate distributable profits. The group has advanced £5,000,000 of interest-bearing consideration to
the vendors of LCL in relation to insurance businesses but consideration is recoverable in the event and to the extent that
£5,000,000 of adjusted distributable reserves plus interest is not generated within 20 years from completion and no further
contingent consideration is payable until that sum has been generated.

(i) Life business
The gross liabilities and net assets of the life businesses are £271,522,000 and £10,871,000 respectively.

Asset management, risk benefit and fixed policy charges arising from the existing portfolio of business are the primary source of
revenue, although the majority of the risk benefit charges are passed on through reinsurance arrangements.

Risk exposures are regularly assessed for probability of occurrence and for severity. The group aims to generate earnings from the
administration of the portfolio rather than from significant risk retention and processes are in place to limit risk exposures. Only a
small proportion of the risk benefit insurance risks and discretionary participation investment risks are retained. Investment and
credit risks are limited as the majority of the policyholder liabilities are directly linked to the value of the investments held.

The deferred consideration payable to the former owners of LCL International Life Assurance Company Limited arising from its sale
to LCL Acquisitions Limited may be varied downwards depending on whether actual policy persistency rates to September 2007
vary from the rates assumed when the deferred consideration amounts were agreed.

To maximise capital efficiency and to reduce operational costs and risks the previous owners initiated an amalgamation process
during 2005. This process was concluded on 31 March 2006 with all policies being transferred into a single entity.

(ii) Non-life business
The gross liabilities and net shareholder assets of the non-life businesses, Bestpark International Ltd and Associated International
Insurance (Bermuda) Ltd, are £119,561,000 and £3,838,000 respectively.

The non-life businesses underwrote a variety of risks, but the remaining liability is predominantly third party liability, professional
indemnity, particularly with regard to financial institutions, and reinsurance. There is also a substantial potential liability arising
from latent defect policies on building construction risks, for which the period of cover has not yet expired.

For each class of business a different strategy has been adopted to manage the risk. With respect to the liability account there are
approximately 1,000 open claims. The primary responsibility for dealing with these claims has been outsourced to specialist
managers and solicitors. Their work is under constant review and supervision by one of our qualified solicitors.

The number of claims arising out of the professional indemnity account is sufficiently low to enable our claims manager to monitor
progress very closely on each case in order to enable the claims to be settled for the minimum cost.

All other claims liabilities are under constant review by our claims staff.

Given the low level of net assets in Bestpark International Ltd, there is a risk that the business may become insolvent at some point.
However, the group is under no obligation to contribute additional capital and does not intend to do so. Any future reduction in net
assets will not affect the group because deferred consideration payable to the vendors will be reduced proportionately.

No material disadvantage to the group is expected to result if Bestpark International Ltd were to become insolvent.
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Notes to the Accounts (continued)
For the year ended 31 December 2005

3. Segmental information

For management purposes, the group is currently organised into three operating divisions — CTC Management, CTC Services and

CTC Run-off Services.

Principal activities are as follows:

CTC Management — Mutual management, captive management, investment management and risk management.

CTC Services — Energy, Aviation, Non-Marine and Marine (including Average) adjusting.

CTC Run-off Services — insurance company acquisition and run-off services. The results of insurance companies have been shown
separately in the segmental information. Segmental information about these businesses is presented below:

Revenue

Management

Services

Run-off services

Insurance companies — life and non-life
Eliminations

Consolidated

Result

Management

Services

Run-off services

Insurance companies — life and non-life

Consolidated

Unallocated foreign exchange
Share of results of associates and joint ventures

Profit from operations
Investment income
Finance costs

Profit before tax
Tax

Profit after tax

Other information

Capital additions
Management

Services

Run-off services

Unallocated corporate assets

Consolidated

Depreciation and amortisation
Management

Services

Run-off services

Unallocated corporate assets

Consolidated
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Year to
31 December 2005
£000

32,981
34,196
536
350

(383)

67,680

Year to
31 December 2005
£000

6,285
4,644
106
625

11,660

(517)
236

11,379
580
(1,534)

10,425
(398)

10,027

Year to
31 December 2005
£000

152
644
179

976

239
525
23
89

876

Year to
31 December 2004
£000

30,850
31,959

62,809

Year to
31 December 2004
£000

5,998
4,007

10,005

412
14

10,431
273
(1184)

9,520
(1,460)

8,060

Year to
31 December 2004
£000

154
365

114
633

295
597

111

1,003



3. Segmental information (continued)

Balance Sheet

Assets

Management

Services

Run-off services

Insurance companies — life and non-life
Unallocated corporate assets and eliminations

Consolidated total assets

Liabilities

Management

Services

Run-off Services

Insurance companies — life and non-life
Unallocated corporate liabilities and eliminations

Consolidated total liabilities

Segmental information on a geographical basis is shown below:

Revenue

United Kingdom
Other Europe
North America
Asia Pacific
Bermuda

Consolidated

Other information
Capital additions
United Kingdom
Other Europe
North America
Asia Pacific
Bermuda

Consolidated

Balance sheet
Assets

United Kingdom
Other Europe
North America
Asia Pacific
Bermuda
Eliminations

Consolidated

At
31 December 2005
£000

88,393

110,875
27,390

405,792
(81,977)

550,473

67,988
92186
31,056

391,083

(54,798)

527,515

Year to
31 December 2005

21,971
2,413
8,990
8,286
26,020

67,680

Year to
31 December 2005

508

152
278
31

976

At
31 December 2005
£000

760,285
10,262
42,233
16,655
26,071

(305,033)

550,473

At
31 December 2004
£000

85,621
104,200

(98,220)

91,601

55,788
91,116

(63,821)

83,083

Year to
31 December 2004

21,094
1,492
8,525
7,403

24,295

62,809

Year to
31 December 2004

251
58
71

214
37

631

At
31 December 2004
£000

247,458
8,711
28,566
15153
31,931

(240,218)

91,601
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Notes to the Accounts (continued)
For the year ended 31 December 2005

4. Administrative expenses

Administrative expenses are as follows:

Staff costs

Depreciation and other amounts written off tangible fixed assets
Other operating charges

Total administrative expenses

Profit from operations is after charging/(crediting):
Rentals under operating leases:

Land and buildings

Hire of other assets

Depreciation and other amounts written off tangible fixed assets:

Owned assets
Assets held under finance leases
Auditors’ remuneration
— audit fees paid to the group’s main auditors (UK and overseas)

— fees paid to the group’s main auditors for other services (overseas)

— audit fees paid to other auditors (UK and overseas)
Losses/(gains) on foreign exchange
Profit on sale of fixed assets

The audit fee in respect of the company was £51,000 (2004 — £35,000).

Year to
31 December 2005
£000

40,512
876
15,424

56,812

2,544
510

753
123

515
74
30

459

12)

Year to
31 December 2004
£000

37,926
1,003
13,463

52,392

2,061
390

873
130

428
21

(412)

(47)

The company’s main auditors charged fees for UK non-audit services accounting to £807,000 (2004 — nil) relating principally to

due diligence work on the LCL group acquisition.

5. Information regarding directors and employees

Directors’ emoluments
Remuneration for management services
Pension contributions

Year to
31 December 2005
£000

1,813
178

1,991

The emoluments and interests of the directors of the company are set out in detail on pages 13 to 17.

Employees

The average number of people, including directors, employed by the group in the year was:

Executive and administration

Staff costs incurred during the year in respect of employees were:

Wages and salaries
Social security costs
Other pension costs

Employee Share Ownership Plan Trust (“ESOP")

Year to
31 December 2005
No.

754

Year to
31 December 2005
£000

34,468
2,459
3,585

40,512

Year to
31 December 2004
£000

1,708
176

1,884

Year to
31 December 2004
No.

719

Year to
31 December 2004
£000

32,047
2,390
3,489

37,926

The trustee of the ESOP is the Codan Trust Company Limited, an independent professional trust company registered in Bermuda.
The ESOP is a discretionary trust for the benefit of employees of the group and provides a source of shares to distribute to the
group’s employees (including executive directors and officers) under the group’s various bonus and incentivisation schemes,

at the discretion of the trustee acting on the recommendation of a committee of the board.

The assets, liabilities, income and costs of the ESOP are incorporated into the consolidated financial statements.

CTC

CHARLES TAYLOR
CONSULTING



6. Investment income and other income from non-insurance activities

Profit on sale of investments
Interest receivable and similar income
Other income

7. Finance costs

Bank loans and overdrafts repayable within five years
Other loans
Finance leases

8. Income tax expense

United Kingdom corporation tax at 30% (2004 — 30%) based on the profit for the year

Overseas taxation

Deferred taxation

Prior years’ adjustments

Share of taxation of associates

Factors affecting the tax charge for the current year

Year to
31 December 2005
£000

232
317
31

580

Year to
31 December 2005
£000

1,496
12
26

1534

Year to
31 December 2005
£000

876

283

(238)

(607)
84

398

The current tax charge for the year is lower than the standard rate of corporation tax in the UK. The differences are

explained below.

Current tax reconciliation
Profit on ordinary activities before tax

Current tax at 30% (2004 — 30%)

Effects of:

Expenses not deductible for tax purposes

Movements on other short term timing differences

Lower tax rates on overseas earnings

Insurance company profits not taxable or relieved by losses
Prior period adjustments

Total current tax charge

Year to
31 December 2005
£000

10,425

3127

185

574
(2,455)
(188)
(607)

636

Year to
31 December 2004
£000

27
66
180

273

Year to
31 December 2004
£000

1147
18
19

1184

Year to
31 December 2004
£000

1163

372
(47)
(28)

1,460

Year to
31 December 2004
£000

9,520

2,856

186
570
(2,077)

@7
1508
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Notes to the Accounts (continued)
For the year ended 31 December 2005

9. Profit of parent company

As permitted by Section 230 of the Companies Act 1985, the income statement of the parent company is not presented
as part of these financial statements. The parent company’s profit for the year before dividends amounted to £12,936,000
(2004 — £3,276,000).

10. Dividends paid Year to Year to
31 December 2005 31 December 2004
£000 £000

Ordinary dividends paid comprise:
Final dividend for 2004 paid during 2005: 5.42p (2004 — 4.93p) per 1p ordinary share 1,948 1,767
Interim dividends paid: 3.96p (2004 — 3.60p) per 1p ordinary share 1,423 1,294
3,371 3,061

11. Earnings per share

Earnings per ordinary share have been calculated by dividing the profit on ordinary activities after taxation and minority interests
for each period by the weighted average number of shares in issue. The shares held by the ESOP have been excluded from the
calculation because the trustees have waived the right to dividends on these shares.

The calculation of the basic and diluted earnings per share is based on the following data:

Year to Year to
31 December 2005 31 December 2004
£000 £000
Earnings
Earnings for the purposes of basic and diluted earnings per share being net profit
attributable to equity holders of the parent 9,915 8,029
Number Number
Number of shares
Weighted average number of ordinary shares for the purposes of basic earnings per share 36,115,159 35,790,684
Effect of dilutive potential ordinary shares:
Share options 241,046 26,564
Weighted average number of ordinary shares for the purposes of diluted earnings per share 36,356,205 35,817,248
CTC
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12. Acquisition of subsidiaries
On 1 December 2005 the group acquired 100 per cent of the issued share capital of LCL Group Limited and LCL Acquisitions
Limited. Further details are given in the directors’ report.

The consideration for LCL Group Limited comprised £21.5 million in cash and 0.7 million Charles Taylor Consulting plc (CTC)
shares with a fair value of £1.9 million based on the fair value of tangible net assets acquired. The consideration for LCL
Acquisitions Limited comprised an initial allotment of 1.9 million CTC shares with a fair value of £5 million based on the
prevailing share price at the relevant agreement date together with an earnout of up to 1.9 million CTC shares and £10.0 million
in loan notes.

Details of principal subsidiaries acquired are given in note 32.
This has been accounted for as a single transaction by the purchase method of accounting.

The net assets acquired in the transaction, and the goodwill arising, are as follows:

Acquiree’s
carrying amount Fair
before value Fair
combination adjustments value
£000 £000 £000
Net assets acquired

Intangible assets 7 12,916 12,923
Property, plant and equipment 1129 - 1129
Net assets in insurance businesses 13,689 (279) 13,410
Trade and other receivables 1,491 - 1,491
Cash and cash equivalents 2,032 - 2,032
Trade and other payables (8,224) 2,600 (5,624)
Tax liabilities (714) - (714)
Provisions (368) (3,948) (4,316)
Bank overdrafts and loans (4,900) - (4,900)
4,142 11,289 15,431
Attributable to minority interests 127) - 127)
4,015 11,289 15,304
Goodwill 20,963
Total consideration 36,267
Total
£000

Consideration comprises:
Cash consideration for LCL Group Limited 21,500
Share consideration for LCL Group Limited 1,935
Deferred contingent consideration for LCL Acquisitions Limited 5,457
Advance contingent share consideration for LCL Acquisitions Limited 5,000
Acquisition costs payable 2,375

36,267

Total deferred consideration payable at 31 December amounted to £7,369,000 comprising share consideration for LCL Group
Limited of £1,935,000 and contingent consideration for LCL Acquisitions Limited of £5,457,000, less interest on advance
consideration of £23,000.

Net cash outflow arising on acquisitions

Cash consideration paid — LCL Group Limited 21,500
Acquisition costs paid 1,987
Deferred consideration paid for Bateman Chapman (Holdings) Limited group 4,400
Net cash outflow 27,887
Cash and cash equivalents acquired 2,032

The goodwill arising on the acquisition is attributable to the anticipated profitability arising from new customer relationships,
future operating synergies from the combination and the ability to acquire and extract value from future run-off businesses.

LCL Group Limited and LCL Acquisitions Limited contributed £639,000 revenue and £720,000 to the group’s result for the period
between the date of acquisition and the balance sheet date.

It is impracticable to disclose the revenue and profit of the combined entity as though the acquisition date for all the businesses
was the beginning of the year because a number of the businesses were themselves acquired by LCL during the year, the businesses
had non-coterminous year ends and the opening IFRS balance sheet of the entities at 1 January would be difficult to establish.
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Notes to the Accounts (continued)
For the year ended 31 December 2005

13. Goodwill

Goodwill
Group £000
At 1 January 2005 18,077
Arising on acquisition of LCL companies 20,963
Acquired with LCL companies 7
At 31 December 2005 39,047

The group tests goodwill for impairment annually and for new acquisitions in the year of acquisition, or more frequently if there
are indications that goodwill might be impaired. There are no accumulated impairment losses.

The recoverable amounts of cash generating units are determined from value in use calculations, where the key assumptions relate
to discount rates, revenue growth and cost growth. Management estimates discount rates using pre-tax rates that reflect current
market assessments of the time value of money and the risks specific to the cash generating units. The discount rates used in the

latest impairment review fall within the range 9-12%. The revenue and cost growth rates used are based on reasonable

management expectations for the current year budget and the following four years, with an extrapolation using a steady growth
rate representing the long-term industry growth rate for subsequent years. Revenue and cost growth rates for the five-year forecast
period and the subsequent extrapolation fall within the range of 3-5% pa.

At 31 December 2005, goodwill was allocated to cash generating units as follows:

£000
Energy North America 1,351
Aviation London 442
Aviation North America 1,738
Non-Marine UK 2,718
Energy UK 11,828
Investment Management UK 7,366
Run-off services UK 13,604
39,047
14. Intangible assets

() (i) (iii) (iv)

Non-life

insurance

Customer Life-insurance discount on
IT assets relationships VOBA reserves Total
£000 £000 £000 £000 £000
At 1 January 2005 — — - - —
Additions 784 — — - 784
Arising from acquisitions — 697 8,027 4192 12,916
Amortisation (45) (12) (48) (28) (133)
At 31 December 2005 739 685 7,979 4164 13,567

(i) IT assets are internally generated intangible assets such as software and new processes. These assets are amortised over their
expected useful lives which range between three and ten years.

(if) Customer relationship intangible assets represent the value of expected profits arising from existing customer relationships in
businesses acquired and are amortised on a straight line basis over five years.

(iii) Value of business acquired (VOBA) represents the present value of future profits embedded in acquired insurance contracts and
is amortised based on the anticipated emergence of profits.

(iv) Non-life insurance discount on reserves represents the difference between the nominal value of insurance reserves and the
discounted value of those reserves. The intangible asset arising is amortised to match the anticipated cash flows arising as
insurance claims are paid.
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15. Property, plant and equipment

Group

Cost

At 1 January 2005

Additions

Acquisitions

Foreign exchange translation differences
Disposals

At 31 December 2005

Accumulated depreciation

At 1 January 2005

Charge for the year

Acquisitions

Foreign exchange translation differences
Disposals

At 31 December 2005

Net book value
At 31 December 2005

Net book value
At 31 December 2004

Net book value
At 31 December 2005

Included in the above are the following assets held under finance leases:

Cost

At 1 January 2005

Additions

Foreign exchange translation differences
Disposals

At 31 December 2005

Accumulated depreciation

At 1 January 2005

Charge for the year

Foreign exchange translation differences
Disposals

At 31 December 2005

Net book value
At 31 December 2005

Net book value
At 31 December 2004

Freehold Leasehold Fixtures,
land and land and fittings and Motor
buildings buildings Computers equipment vehicles Aircraft Total
£000 £000 £000 £000 £000 £000 £000
503 2,020 3,561 3,622 1,201 506 11,313
— 153 219 305 295 4 976
- 344 1,080 462 - - 1,886
28 16 82 67 104 48 345
— (32) (81 (366) (304) — (783)
531 2,501 4,861 3,990 1,296 558 13,737
Freehold Leasehold Fixtures,
land and land and fittings and Motor
buildings buildings Computers equipment vehicles Aircraft Total
£000 £000 £000 £000 £000 £000 £000
172 1,204 3,106 3,064 568 103 8,217
17 190 213 184 237 35 876
- 22 532 166 - — 720
4 6 67 59 23 10 169
— (32) (80) (364) (195) — (671)
193 1,390 3,838 3,109 633 148 9,311
337 1112 1,023 881 662 410 4,426
331 816 448 482 616 403 3,096
Included in the above are the following amounts shown in the balance sheet as “other assets in insurance businesses”:
— 15 — 19 — — 34
Fixtures,
fittings and Motor
Computers equipment vehicles Total
£000 £000 £000 £000
22 6 696 724
— — 148 148
(22) (6) (206) (234)
— — 638 638
22 6 286 314
— — 123 123
- - 9) 9)
(22) (6) (126) (154)
- - 274 274
— — 364 364
- - 410 410
CcCTC
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Notes to the Accounts (continued)

For the year ended 31 December 2005

16. Investments held as non-current assets

Group

At 1 January 2005
Additions
Disposals

Share of profit
Exchange

At 31 December 2005

Company

Cost and net book value
At 1 January 2005
Additions

At 31 December 2005

17. Deferred taxation
Provided deferred taxation assets

Balance at 1 January
Retirement benefit obligation
Intangible assets

US tax losses

Other movements

Balance at 31 December

Unprovided deferred taxation assets

Share of net assets

Joint Associated
ventures undertakings
£000 £000
511 698

9 —

11 100

14) 85

517 883

Other at
cost Total
£000 £000
43 1,252
- 9
(12) (12)
- 111
- 71
31 1,431
Shares in group
undertakings Total
£000 £000
39,055 39,055
36,267 36,267
75,322 75,322
Group
At 31 December
2005 2004
£000 £000
7,896 5,680
(499) 2,188
(199) -
450 -
4 28
7,652 7,896

A non-life insurance company subsidiary acquired as part of the acquisition described in note 12 has unrelieved schedule D case
1 trading losses of approximately £36 million. The unprovided deferred tax asset in relation to these losses amounts to

approximately £11 million.

The group also has a potential deferred tax asset in relation to US goodwill amortisation allowances of approximately £1.5 million

(2004 — £1.6 million).

No provision is made for taxation liabilities which would arise on the distribution of profits retained by overseas subsidiaries
unless the dividends have been accrued or there is a binding agreement to remit past earnings. Unremitted distributable profits

of subsidiaries amounted to approximately £18 million at 31 December 2005 (2004 — £32 million).

18. Trade and other receivables

Trade debtors

Amounts owed by subsidiaries
Amounts owed by associates
Other debtors

Prepayments and accrued income
Corporation tax
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Group

At 31 December
2005 2004
£000 £000
19,254 17,661
24 425
4,466 2,043
22,889 16,725
131 204
46,764 37,058

Company
At 31 December

2005 2004
£000 £000
33,682 26,634
603 265
390 24
416 138
35,091 27,061



19. Trade and other payables

Group

At 31 December

2005

£000

“C” Loan stock 98
Other loans 450
Trade creditors 4,791
Amounts owed to subsidiaries -
Amounts owed to associates 146
Other taxation and social security 834
Other creditors 1,975
Accruals and deferred income 10,582
Deferred consideration — Baterman Chapman acquisition -
Deferred consideration — LCL acquisition* 4,387
23,263

2004
£000

185

2,165
106
938
938

6,136

4,400

14,868

Company

At 31 December
2005 2004
£000 £000
98 185
17,696 25,239
10 —
413 27
1,223 34
- 4,400
19,440 29,885

*Represents a pre-existing obligation of the LCL Acquisitions Limited group of companies prior to their acquisition by Charles

Taylor Consulting plc.

20. Borrowings

Group

At 31 December

2005
£000

Bank overdrafts and loans
within one year 17,718
between one and two years 7,433
between two and five years 22,020
in more than five years 3,932
51,103

2004
£000

14,603
4137
4,674

23,414

Company
At 31 December

2005 2004
£000 £000
10,110 5,575
7,433 4137
22,020 4,674
3,932 —
43,495 14,386

Bank loans and overdrafts are secured by charges on specific assets and cross guarantees between group companies. Finance leases

are secured on the leased assets.

Net interest bearing liabilities
Cash and cash equivalents

Bank overdrafts and current loans
Non-current bank loans

Loan stock

Finance leases

Client funds

Analysis of finance lease commitments

Group

At 31 December

2005
£000
Minimum lease payments due:
within one year 132
within two to five years 226
Less: finance charges allocated to future periods (37)
321
due within one year 115
due after more than one year 206
321

2004
£000

133
236

(46)
323

112
211

323

Group
At 31 December
2005 2004
£000 £000
31,828 24,222
(17,718) (14,603)
(33,385) (8,811)
(98) (185)
(321) (323)
(19,694) 300
(25,100) (18,156)
(44,794) (17,856)
Company
At 31 December
2005 2004
£000 £000
CcCTC
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Notes to the Accounts (continued)
For the year ended 31 December 2005

21. Provisions

Premises Employee Insurance

diapidations entitlements run-off

£000 £000 £000

At 1 January 2005 - 194 -
Acquisition of subsidiary 332 - 3,948
Utilised in year — — (310)
Profit and loss account charge — 65 -
At 31 December 2005 332 259 3,638

22. Called up share capital

Total
£000

194

4,280
(310)

65

4,229

At 31 December

2005
£000
Authorised
50,000,000 Ordinary shares of 1p each 500
Called up, allotted and fully paid
38,438,298 Ordinary shares of 1p each (2004 — 36,355,315) 384

2004
£000

500

364

2,082,983 ordinary 1p shares were issued during the year. 231,131 shares were issued for cash and 1,851,852 shares were issued as
part consideration for LCL Acquisitions Ltd (see note 12). The consideration above 1p per share is reflected in the share premium

account and amounts to £5,474,000.

Options

As at 31 December 2005 share options were outstanding as follows:
Option price
per ordinary
share (pence)

Savings Related Share Option Schemes
Normally exercised in the period between:

December 2005 and May 2006 213.75
December 2006 and May 2007 35775
December 2007 and May 2008 213.75
August 2006 and January 2007 257.85
May 2007 and October 2007 257.85
May 2009 and October 2009 257.85

Executive Share Option Schemes
Normally exercised in the period between:

October 2001 and October 2008 216.00
October 2002 and October 2009 345.50
March 2003 and March 2010 375.00
April 2003 and April 2010 368.50
October 2003 and October 2010 380.00
March 2004 and March 2011 388.50
April 2004 and April 2011 385.00
May 2004 and May 2011 407.50
April 2007 and April 2014 27750
CTC
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Number
of shares

55,700
2,960
117,562
10,380
80,476
51,607

77,000
29,980
8,000
158,500
6,000
40,000
603,000
178,000
468,000

1,887,165



23. Reconciliation of movement in shareholders’ funds

Profit Share
and loss Capital premium Merger Share Oown Minority
account reserve account reserve capital shares interest Total
£000 £000 £000 £000 £000 £000 £000 £000
Group
Balance at 1 January 2005
(restated — see note 33) (17,419) 662 19,505 6,872 364 (1,516) 50 8,518
Minority interest on acquisitions - — - — — — 131 131
Issue of share capital - — - — 20 — — 20
Share premium arising on issue of share capital - — 5,474 — - — - 5,474
Retained profit for the financial year 6,544 - - — - — 112 6,656
Actuarial gains on defined benefit
pension schemes 1,006 - - - - - - 1,006
Unrealised gains on available for sale
investments 372 — - — — — — 372
Foreign exchange translation differences 766 — - — - — - 766
Movement in own shares - - - — - 15 - 15
Balance at 31 December 2005 (8,731) 662 24,979 6,872 384 (1,501) 293 22,958

The capital reserve and merger reserve arose on formation of the group and are non distributable capital reserves.

Own shares comprise 458,588 (2004 — 463,370) shares held by the Charles Taylor Employee Share Ownership Plan Trust.
The market value of these shares was £1,450,284 (2004 — £1,084,286) at the balance sheet date.

There are no significant restrictions on the ability of subsidiaries to transfer funds to the parent in the form of cash dividends or
to repay loans or advances other than company law requirements dealing with distributable profits.

Profit Share
and loss premium Share
account account capital Total
£000 £000 £000 £000
Company
Balance at 1 January 2005 2,007 19,505 364 21,876
Issue of share capital - - 20 20
Share premium arising on issue of share capital - 5,474 - 5,474
Retained profit for the financial year 12,936 - - 12,936
Balance at 31 December 2005 14,943 24,979 384 40,306
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Notes to the Accounts (continued)
For the year ended 31 December 2005

24. Share based payments

The company operates an executive share option scheme for eligible employees, in which options are exercisable if earnings per
ordinary share increase by the Retail Price Index plus 6% over a three year period and personal targets are attained. The options
expire after 10 years from the date of grant and if the employee leaves they lapse unless exercised within 6 months of leaving.

The company also operates a SAYE Share Option Scheme for eligible employees under which options may be granted at a discount
of up to 20% of market value. Savings contracts may run over 3, 5 or 7 years. The options lapse immediately if the employee
leaves within 3 years of the option grant and lapse within 6 months of leaving if the employee leaves after 3 years of option grant.

Share options outstanding during the year were as follows:

At 31 December 2005 At 31 December 2004

Weighted average Weighted average

Options exercise price Options exercise price

Outstanding at beginning of year 2,259,229 £3.12 1,963,268 £3.21
Granted during the year - N/A 649,947 £2.72
Forfeited during the year 139,290 £2.68 312,832 £3.10
Exercised during the year 232,774 £214 40,754 £1.45
Outstanding at end of year 1,887,165 £3.26 2,259,229 £311
Exercisable at end of year 1,156,180 £3.66 1,165,844 £3.70

The options outstanding at 31 December 2005 had a weighted average contractual life of 4 years. No options were granted during
2005 and the options granted during 2004 had an aggregate fair value of £85,000.

The inputs into the Black-Scholes-Merton model are as follows:

2005 2004
Weighted average share price £2.70 £2.62
Weighted average exercise price £2.60 £2.48
Expected volatility 13.6% 13.6%
Expected life 2-5 years 2-5 years
Risk-free rate 41-47% 4.1-47%
Expected dividend yield 2.7-3.0% 2.7-3.0%

Expected volatility was determined by calculating the historical volatility of the company’s share price since flotation in 1996. The
expected life used in the model has been adjusted, based on management’s best estimate, for the effects of non-transferability,
exercise restrictions and behavioural considerations.

The company recognised total expenses of £81,000 relating to equity-settled share-based payment transactions in 2005
(2004 — £93,000).

25. Financial Instruments — excluding group insurance companies

The group’s financial instruments, other than derivatives, comprise borrowings, some cash and liquid resources, and various items
such as trade debtors and trade creditors, that arise directly from its operations. The main purpose of these financial instruments
is to raise finance for the group’s operations.

The group also enters into derivatives transactions (principally forward foreign currency contracts). The purpose of such
transactions is to manage the currency risks arising from the group’s operations and its sources of finance.

It is, and has been throughout the year under review, the group’s policy that trading in financial instruments shall be undertaken
where appropriate.

The main risks arising from the group’s financial instruments are interest rate risk, liquidity risk and foreign currency risk.
The board reviews and agrees policies for managing each of these risks and they are summarised below. These policies
are consistent with prior years.

Interest rate risk

The group finances its operations through a mixture of retained profits and bank borrowings. The group borrows in the desired
currencies at both fixed and floating rates of interest. At the year-end, 1% of the group’s borrowings were at fixed rates.

The remaining 99% of group borrowings were at floating rate interest and were not capped.

Liquidity risk

As regards liquidity, the group’s policy has throughout the year been that, to ensure continuity of funding, its borrowings should
be repaid over several years. At the year-end, 65% of the group’s borrowing were due to mature in more than one year.
Short-term flexibility is achieved by overdraft facilities.
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25. Financial Instruments (continued)

Foreign currency risk

The group has significant overseas subsidiaries, which operate mainly in the USA, Bermuda and the Asia Pacific region and whose
revenues and expenses are denominated mainly in foreign currencies. In order to protect the group’s sterling balance sheet from
the movements in the foreign currency/sterling exchange rate, the group finances its net investment in these subsidiaries by means
of borrowings in the currencies in which these subsidiaries operate.

37% (2004 — 45%) of the group’s fees are invoiced to clients in US Dollars. The group seeks to reduce currency exposures on fees
in its UK companies through forward currency contracts and by matching US$ debtors with US$ overdrafts.

Financial instruments held by the group and their fair value at 31 December were as follows:

Financial Assets

Cash at bank and in hand
Forward foreign currency contracts

Trade debtors

Financial Liabilities

Bank loans and overdrafts

Other loans

Obligations under finance leases and hire purchase contracts

Trade creditors

Group
At 31 December

Book Estimated
value fair value
2005 2005
£000 £000
31,828 31,828
(149) (149)
19,254 19,254
50,933 50,933
51,103 51,103
548 548
321 321
4,791 4,791
56,763

56,763

Group

At 31 December

Book
value
2004
£000

24,222
206
17,661

42,089

23,414
185
323

2,165

26,087

Estimated
fair value
2004
£000

24,222
206
17,661

42,089

23,414
185
323

2,165

26,087

The fair values of the forward foreign currency contracts have been determined by reference to prices available from the markets
on which the instruments involved are traded. All the other fair values shown above have been calculated by discounting cash

flows at prevailing interest rates.

The interest rate risk profile of financial assets and financial liabilities at 31 December was as follows:

Financial Assets
Sterling

Uss$

Other

Financial Liabilities
Sterling

Uss$

Other

Group at 31 December
Non-interest

Company at 31 December
Non-interest

Floating rate bearing Total Floating rate bearing Total
2005 2005 2005 2004 2004 2004
£000 £000 £000 £000 £000 £000

3,968 10,822 14,790 17,516 10,048 27,564

24,997 5,753 30,750 6,055 4,858 10,913

2,714 2,679 5,393 857 2,755 3,612

31,679 19,254 50,933 24,428 17,661 42,089
Non-interest Non-interest

Floating rate Fixed rate bearing Total  Floating rate Fixed rate bearing Total
2005 2005 2005 2005 2004 2004 2004 2004
£000 £000 £000 £000 £000 £000 £000 £000

50,955 321 3,368 54,644 20,359 323 1,374 22,056
563 — 1,084 1,647 3,195 — 562 3,757
133 - 339 472 45 — 229 274

51,651 321 4,791 56,763 23,599 323 2,165 26,087
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Notes to the Accounts (continued)
For the year ended 31 December 2005

25. Financial Instruments (continued)
Floating rate financial liabilities

Sterling denominated bank borrowings and overdrafts bear interest at rates based on the LIBOR and US dollar denominated bank

borrowings bear interest at rates based on the US Prime rate.

Fixed rate financial liabilities

The fixed rate financial liabilities amount to £321,000 (2004 — £323,000) with a weighted average interest rate of 9% repayable

over a weighted average period of two years.

Currency exposures

As at 31 December 2005, after taking into account the effects of forward foreign exchange contracts the group had no material

currency exposures.

Maturity of financial liabilities
The maturity profile of the group’s financial liabilities at 31 December was as follows:

In one year or less, or on demand

In more than one year but not more than two years
In more than two years but not more than five years
In more than five years

Borrowing facilities

2005
£000

23172
7,639
22,020
3,932

56,763

The group has various undrawn committed borrowing facilities. The facilities available at 31 December in respect of which

all conditions precedent had been met were as follows:

Expiring in one year or less

26. Operating leases

At the balance sheet date the group had annual commitments under operating leases as set out below:

At 31 December

Land and
buildings
2005
£000

Operating leases which expire:
Within one year 507
Within two to five years 1,638
After five years 618
2,763
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Other
2005
£000

89
499

588

2005
£000

5,600

2004
£000

17,065
4,348
4,674

26,087

2004
£000

3,100

At 31 December

Land and
buildings
2004
£000

336
1,396
618

2,350

Other
2004
£000

32
402

434



27. Insurance company disclosures

The directors do not believe the group is exposed to any adverse risk from the valuation of the assets or liabilities of the group’s
insurance companies, as the acquisition cost of the insurance companies is adjustable and limited to the distributable profits
arising from these companies (see note 2).

There is no material risk to the group arising from the investment portfolios held by the life insurance businesses as the majority of
policyholder liabilities are directly linked to the value of investments held.

Although there is some uncertainty over the ability of the non-life insurance company, Bestpark International Limited, to pay all
its future liabilities, and consequently a possibility that the company may become insolvent, the directors believe that there would
be no material disadvantage to the group in that event. The group is under no obligation to contribute further capital and does not
intend to do so and the prospective reduction in net assets will not affect the group because no deferred consideration will be
payable to the vendors in the event that net assets are nil.

The directors believe that there is no material risk to the group due to variations in the timing or value of insurance claims, or the
reinsurance protection thereon, concentration of risk, interest rate risk or credit risk arising out of the acquired insurance
companies for the reasons stated above.

Further details of the amounts included in the consolidated accounts in respect of the group’s insurance companies are disclosed
below to assist readers in understanding their impact on the Consolidated Income Statement and Balance Sheet.

Consolidated income statement for group insurance companies
Period from 1 December to 31 December 2005

Non-life Life
business business Total
£000 £000 £000
Revenue
Gross premiums written (65) 174 109
Outward reinsurance premiums 38 (174) (136)
Net written premiums 27) - 27)
Change in the gross provision for unearned premiums 205 - 205
Change in the provision for unearned premiums, reinsurers' share (106) - (106)
99 - 99
Fees from investment contracts acquired — 236 236
Fees from insurance contracts acquired - 42 42
— 278 278
Total revenue 72 278 350
Investment income 238 181 419
Other income - 145 145
Claims incurred, net of reinsurance
Claims paid, gross amount (3,615) (1,896) (5,511)
Claims paid reinsurers share (320) 1,910 1,590
(3,935) 14 (3,921)
Change in provision for claims, gross amount 4,063 (155) 3,908
Change in provision for claims, reinsurers' share 38 - 38
4101 (155) 3,946
Claims incurred, net of reinsurance 166 (141) 25
Net operating expenses (104) (210) (314)
Net result 372 253 625

Gains on available for sale investments shown in SORIE 372 - 372
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Notes to the Accounts (continued)
For the year ended 31 December 2005

27. Insurance company disclosures (continued)
Investments held by group insurance companies

Life insurance Life investment

Non-life contract contracts
investments investments investments* Total
£000 £000 £000 £000
Corporate and government securities 63,626 - 35,868 99,494
Unit trusts - - 144,106 144,106
Unlisted investments - - 14,962 14,962
Cash and cash deposits to back unit-linked liabilities - - 31,443 31,443
With profits investments held with insurance companies — 39,061 - 39,061
Other — - 3,757 3,757
63,626 39,061 230,136 332,823

Other cash and cash equivalents in insurance businesses 21,001 9,570 - 30,571

* Investment contract assets are held to back unit-linked liabilities. Any increase or decrease in their value is matched by an increase
or decrease or the associated liability to policyholders.

At At
31 December 2005 31 December 2004
£000 £000
Other assets in insurance businesses
Debtors arising from insurance operations 3,468 —
Deferred acquisition costs 5,933 —
9,401 —
At At
31 December 2005 31 December 2004
£000 £000
Other liabilities in insurance businesses
Creditors arising from insurance operations 10,660 —
Deferred reinsurance commissions 2,530 —
Provisions 1,600 —
Other creditors 1,100 -
15,890 —
Group net investment in insurance companies
The group’s net interest in insurance companies at 31 December 2005 can be summarised as follows:
Total
£000
Total assets in insurance businesses 405,792
Total liabilities in insurance businesses (391,083)
Deferred consideration payable to former shareholders (7,369)
Deferred consideration liability acquired with LCL companies (4,387)
Intangible assets future profits — life 7,979
Intangible assets discount of liabilities — non-life 4,164
Additional run-off cost provision (3,638)
Bank loans acquired with LCL companies (4,900)
Other loans acquired with LCL companies (400)
6,158
Advance consideration (see note 12) (5,000)
1,158

The group’s net interest in insurance companies includes an advance of £5 million in consideration which is contingent
on an equivalent amount of profits emerging from the insurance companies plus interest.

28. Capital commitments
There were no capital commitments at 31 December 2005 (2004 — Nil).
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29. Notes to the cash flow statement

Group Company
Year to Year to Year to Year to
31 December 2005 31 December 2004 31 December 2005 31 December 2004
£000 £000 £000 £000
Profit/(loss) from operations 10,754 10,431 (291) (41)
Adjustments for: - —
Depreciation of property, plant and equipment 876 1,003 - —
Gain on disposal of property, plant and equipment (12) (47) - —
(Decrease)/increase in provisions (175) 627 - —
Share of results of associates and joint ventures (236) 14) - —
Operating cash flows before movements in working capital 11,207 12,000 (291) (41)
(Increase)/decrease in receivables (7,864) 1,188 (8,030) (3,684)
Increase/(decrease) in payables 13,752 7,027 (5,969) 6,946
Cash generated by operations 17,095 20,215 (14,290) 3,221
Income taxes paid (1,090) (2,651) - —
Interest paid 1,377) (1,184) (1,065) (771)
Net cash from operating activities 14,628 16,380 (15,355) 2,450

Additions to motor vehicles during the period amounting to £148,000 (2004 — £195,000) were financed by new finance leases.

Cash and cash equivalents (which are presented as a single class of assets on the face of the balance sheet) comprise cash at bank
and other short-term highly liquid investments with a maturity of three months or less. The cashflow statements exclude the
cashflows within the group’s insurance companies.

Cash includes client monies of £25,100,000 (2004 — £18,156,000).

30. Retirement benefit schemes

Certain employees of the group are eligible for one of the four defined benefit schemes operated by the group, details of which are
set out below. The assets of all these pension schemes are held in separate trustee administered funds. The defined benefit pension
schemes are subject to triennial valuations by independent, professionally qualified actuaries, using the projected unit credit
method. The results of the last review for each scheme are as follows:

Charles Taylor Wm. Elmslie Richards Hogg
& Co. Ltd & Sons 1972 E R Lindley Pension & Life
Retirement Pension & Life & Co. Ltd Assurance
Benefits Scheme Assurance Fund Pension Plan Scheme
The last valuation was carried out as at 1 July 2004 1 Jan 2003 1 July 2005 1 May 2003
Market value of scheme at last valuation was £22,175,000 £1,973,000 £3,663,100 £6,290,000
Percentage coverage of actuarial value to
benefits accrued to members 68% 150% 94% 62%
The following actuarial assumptions were applied:
Investment returns 6.5% 7.0% 5.5% 7.0%
Salary growth 4.5% 5.0% 3.0% 4.25%
Employer ongoing contribution rates for 2005 as percentage of
pensionable earnings 17.8% Nil 21.2% 15.8%

The employer’s contribution rates over the average remaining service lives of the members of each scheme take account of the
surplus/deficit disclosed by the above valuations. The total expense recognised in the income statement during the year in respect
of the above schemes amounted to £2,063,000 (2004 — £2,033,000).

The total expense recognised in the income statement in respect of defined contribution schemes amounted to £1,522,000
(2004 — £1,456,000).

The four defined benefit schemes are now all closed to new entrants, but existing members continue to accrue benefits. This means
that the service cost in respect of existing members (expressed as an annual percentage of pensionable payroll) may be expected to
increase in successive years as a result of the schemes’ ageing membership.

International Accounting Standard 19 “Employee Benefits”

The calculations used for I1AS 19 disclosures have been based on the most recent actuarial valuations and updated by the group’s
actuaries to take account of the requirements of IAS 19 in order to assess the liabilities of the Pension Plans at 31 December 2005.
Plan assets for the four schemes are stated at their market value at 31 December 2005.
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Notes to the Accounts (continued)
For the year ended 31 December 2005

30. Retirement benefit schemes (continued)
Similar financial assumptions have been used for each of the four schemes to calculate scheme liabilities under IAS 19, as follows:

At 31 December At 31 December At 31 December

2005 2004 2003

% % %

Rate of increase in salaries 4.30 4.40 4.30

Rate of increase of pensions in payment 2.80 2.90 2.80

Discount rate 4.90 5.30 5.40

Inflation assumption 2.80 2.90 2.80

The combined assets in the schemes and the expected rate of return were:
At 31 December At 31 December At 31 December

2005 2005 2004 2004 2003 2003

£000 % £000 % £000 %

Equities 27,195 740 21,040 6.30 18,074 6.40

Bonds 3,943 4.90 4,609 5.30 6,945 5.40

Gilts 5,342 410 4,650 4.60 2,793 4.70

Property 71 5.40 62 5.80 50 5.90

Cash 2,416 4.50 1,677 475 1,509 3.50

Other 7127 6.00 6,465 6.00 5,845 6.00
Total market value of assets 46,094 38,503 35,216

The amount recognised in the balance sheet in respect of the group’s retirement benefit obligations is as follows:

2005 2004 2003

£000 £000 £000

Total market value of assets as shown above 46,094 38,503 35,216
Actuarial value of liability (69,320) (63,430) (52,841)
Effect of paragraph 58(b) limit (740) (702) (708)
Other amounts payable to former employees (61) (64) (67)
Overseas retirement benefit obligation (132) (143) (143)
Net liability recognised in the balance sheet (24,159) (25,836) (18,543)
Related deferred tax asset 7,244 7,737 5,548
Pension liability net of related deferred tax asset (16,915) (18,099) (12,995)

The plan assets do not include any of the group’s own financial instruments, nor any property occupied by, or other assets used
by, the group. The expected rates of return on individual categories of plan assets are determined by reference to relevant indices
published by iBoxx. The overall expected rate of return is calculated by weighting the individual rates in accordance with the
anticipated balance in the plan’s investment portfolio.

Amounts recognised in profit or loss in respect of the defined benefit plans are as follows:

Year to Year to

31 December 2005 31 December 2004

£000 £000

Current service cost 1,227 1131
Expected return on pension scheme assets (2,541) (2,029)
Interest on pension obligation 3,377 2,931
2,063 2,033

The charge for the year is included in administrative expenses in the income statement. The actual return on plan assets was
17% (2004 — 8%).

Analysis of amount recognised in Statement of Recognised Income and Expense (SORIE)

Year to Year to

31 December 2005 31 December 2004

£000 £000

Actual return less expected return on assets 4,080 771
Experience gains and losses on liabilities 2,263 (451)
Changes in assumptions (4,867) (6,945)
Actuarial gain/(loss) recognised 1,476 (6,625)
Adjustment due to surplus cap (39) 7
Net gain/(loss) recognised — before tax 1,437 (6,618)
Movement in deferred tax (431) 1,985
Net gain/(loss) recognised in SORIE 1,006 (4,633)
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30. Retirement benefit schemes (continued)

Changes in the present value of the defined benefit obligation are as follows:

Year to Year to
31 December 2005 31 December 2004
£000 £000
Opening defined benefit obligation 63,430 52,841
Service cost 1,227 1131
Interest cost 3,377 2,931
Actuarial losses 2,467 7,396
Member contributions 262 289
Benefits paid (1,443) (1,158)
Closing defined benefit obligation 69,320 63,430
Changes in the fair value of plan assets are as follows:
Year to Year to
31 December 2005 31 December 2004
£000 £000
Opening fair value of plan assets 38,503 35,216
Expected return 2,541 2,029
Actuarial gains 4,080 772
Contributions by employer 2,151 1,355
Member contributions 262 289
Benefits paid (1,443) (1,158)
Closing fair value of plan assets 46,094 38,503
History of experience gains and losses
Year to Year to Year to
31 December 2005 31 December 2004 31 December 2003
£000 £000 £000
Difference between expected and actual return on scheme assets:
amount 4,080 772 1,934
percentage of scheme assets 8.9% 2.0% 5.5%
Experience gains and losses on scheme liabilities:
amount 2,263 (451) (337)
percentage of scheme liabilities (3.3%) 0.7% 0.6%
Total amount recognised in statement of recognised income and expense:
amount 1,437 (6,618) (907)
percentage of scheme liabilities (2.1%) 10.3% 17%

Sensitivity analysis

The key assumptions used in the IAS 19 valuation are detailed above. The sensitivities regarding these assumptions are shown

below.

Assumption Change in assumption Indicative effect on the scheme’s liabilities
Discount rate Increase/decrease by 0.25% Decrease/increase by 6%
Longevity Increase by 1 year Increase by 3%

The group expects to contribute approximately £2,200,000 to its defined benefit plans in 2006.

31. Related party transactions

Transactions during the year with associated undertakings entered into in the ordinary course of business were as follows:

Year to Year to

31 December 2005 31 December 2004

£000 £000

Fees issued to related parties 10 22
Management charges to related parties - 9
Fees issued by related parties 5 11

Amounts owed by and to associate undertakings are given in notes 18 and 19.

The company received dividends from its subsidiaries during 2005 of £17,979,000 (2004 — £2,500,000). Interest receivable by the
company from its subsidiaries amounted to £118,000 (2004 — £102,000). Amounts owed by and to subsidiaries are given in notes
18 and 19.

The remuneration of directors and other key management during the year are disclosed on pages 13 to 17.

A director of the company, A Brannon, has a beneficial interest in a lease entered into with a subsidiary. In the period to
31 December 2005 rentals of £2,439 were paid and an amount of £428 was owing at 31 December 2005.
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Notes to the Accounts (continued)
For the year ended 31 December 2005

32. Principal subsidiaries
The subsidiaries listed below are included in the Consolidated Financial Statements.

The main trading activities, except where noted below, are the provision of specialist insurance management services to mutual
associations and captive insurance companies, claims consulting and average adjusting, third party claims administration, risk

assessment services, insurance and insurance run-off services. The principal place of business is the same as the place of

incorporation/establishment unless otherwise indicated.

Subsidiary Principal place
of business

Bateman Chapman (Australia) Pty Ltd

Charles Taylor Consulting (Australia) Pty Ltd

Charles Taylor Consulting (Development) Pty Ltd
Charles Taylor Consulting (Management) Pty Ltd
Charles Taylor & Co. (Bermuda)

Charles Taylor (Bermuda) Ltd

Charles Taylor (Hamilton) Ltd

Charles Taylor Captive Management Company Limited
Charles Taylor Consulting (Canada) Inc

China Technical Consulting (Shanghai) Co Limited
CTC Adjusters Surveyors Co Limited

Charles Taylor Consulting Services France srl

Bateman Chapman (Holdings) Limited

Bateman Chapman Limited

Charles Taylor & Co. Limited

Charles Taylor Administration Services Limited

Charles Taylor Consulting Services Limited

Charles Taylor Holdings Limited Holding Company

Charles Taylor Investment Management Company Limited

Charles Taylor Overseas Limited Holding Company
LCL Acquisitions Limited* Holding Company
LCL Group Limited* Holding Company

LCL Insurance Services Limited*
LCL Services Limited*

Farway Limited*

Bestpark International Limited*

LCL Collections Limited*

Metrowise Limited* Holding Company

Richards Hogg Overseas Limited Holding Company

The Richards Hogg Lindley Group Limited Holding Company

Charles Taylor (Guernsey) Limited Greece
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Place of
incorporation/
establishment

Australia
Australia
Australia
Australia
Bermuda
Bermuda
Bermuda
Bermuda
Canada
China
China
France
Great Britain
Great Britain
Great Britain
Great Britain
Great Britain
Great Britain
Great Britain
Great Britain
Great Britain
Great Britain
Great Britain
Great Britain
Great Britain
Great Britain
Great Britain
Great Britain
Great Britain
Great Britain

Guernsey

Percentage
of equity
share capital

100
100
100
100
100
100
100
100
100
70

70

100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100



32. Principal subsidiaries (continued)
Subsidiary undertakings and main activity

Richards Hogg Holdings Limited

Richards Hogg Lindley (Hellas) Ltd

Richards Hogg Lindley (India) Ltd

PT Radita Hutama Internusa

LCL International Life Assurance Company Limited*
Charles Taylor Consulting (Japan) Limited

CTC Services (Malaysia) SDN Bhd

CTC Mexico SA de CV

Charles Taylor Consulting (Netherlands) BV

Charles Taylor Holdings BV

Richards Hogg Lindley (Phils) Inc

Charles Taylor Mutual Management (Asia) Pte. Limited
Charles Taylor Consulting SL

Overseas Adjusters and Surveyors Co

CTC Americas Inc

CTC Mutual Management Inc

LAD (Aviation) Inc

Rush Johnson Associates LLP

Signal Administration Inc

Holding Company

Holding Company

Holding Company

Principal place
of business

Greece

India

Place of
incorporation/
establishment

Hong Kong
Hong Kong
Hong Kong
Indonesia
Isle of Man
Japan
Malaysia
Mexico
Netherlands
Netherlands
Philippines
Singapore
Spain
Taiwan

USA

USA

USA

USA

USA

Percentage
of equity
share capital

100
100
100
775
100
100
100
100
100
100
100
100
100
85

100
100
100
100
100

Except for the holdings in LCL Group Limited, LCL Acquisitions Limited, Charles Taylor Holdings Limited, Bateman Chapman
(Holdings) Limited and The Richards Hogg Lindley Group Limited, all holdings are indirect.

Associate undertakings and Joint Ventures

Crescendo Holdings Limited
Tower Marine Consultants Limited
Dari Co Limited

CTC-IGS Iran (Kish) Ltd
Interprogetti Spa

Ingegneria del Rischio S.r.l.

Fender Marine AS

Korhi Average Adjusters Limited

*Acquired during the year. Further details disclosed in note 12.

Holding Company

Principal place
of business

Italy

Place of
incorporation/
establishment

Great Britain
Great Britain
Hong Kong
Iran

Italy

Italy
Norway

South Korea

Percentage
of equity
share capital

50
50
50
50
40
25
50
50
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Notes to the Accounts (continued)
For the year ended 31 December 2005

33. Explanation of transition to IFRS

The group has applied IFRS 1, First Time Adoption of International Financial Reporting Standards, in preparing these consolidated
financial statements. The group’s transition date is 1 January 2004 and as such an opening IFRS balance sheet has been prepared at
that date. Consequently, 2004 comparative information has been restated under these new accounting standards.

In order to make the transition to IFRS easier, IFRS 1 allows some exemptions from full retrospective application of certain

standards. In preparing these consolidated financial statements in accordance with IFRS 1, the group has applied the mandatory
exceptions and certain of the optional exceptions from full retrospective application of IFRS. The group has not applied IFRS 7 and

other IFRSs that are not yet in force.

The group has elected to apply the following optional exemptions, and mandatory exceptions, from full retrospective application:

Business combinations exemption

The group has applied the business combinations exemption in IFRS 1. It has not restated business combinations that took place

prior to the 1 January 2004 transition date.

Cumulative translation differences exemption

The group has elected to set the previously accumulated translation differences to zero at 1 January 2004. This exemption has

been applied to all subsidiaries in accordance with IFRS 1.

Estimates exception

Estimates under IFRS at 1 January 2004 are consistent with estimates made for the same date under UK GAAP.

IFRS reconciliations

The reconciliations of equity at 1 January 2004 (date of transition to IFRS) and at 31 December 2004 (date of last UK GAAP
financial statements) and the reconciliation of profit for 2004 are required by IFRS 1 First-time Adoption of International Financial

Reporting Standards in the year of transition.

Reconciliation of equity at 1 January 2004 (date of transition to IFRS)

Note
Goodwill
Property, plant and equipment
Investments
Deferred tax assets d

Total non-current assets

Trade and other receivables a, b
Cash and cash equivalents

Total current assets

Total assets

Interest-bearing loans
Trade and other payables
Employee benefits
Dividend to shareholders
Current tax liability
Deferred tax liability

Total liabilities

Total assets less total liabilities

Issued capital

Other reserves

Own shares

Retained earnings a, b,cdef
Minority interest

Total equity
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UK GAAP
6,247
3,319
1,296

10,862

30,107
16,369

46,476

57,338

18,038
19,677
67
1,767
603
a7

40,199

17,139

15,693
7,534
(1,563)
(4,528)

3

17,139

Effect of transition
to IFRS

5,680

5,680
(1,783)

(1,783)
(3,897)

18,476
1,767)

16,709

(12,812)

(12,812)

(12,812)

IFRS
6,247
3,319
1,296
5,680

16,542

28,324
16,369

44,693

61,235

18,038
19,677
18,543
603

a7

56,908

4,327

15,693
7,534
(1,563)

(17,340)

3

4,327




33. Explanation of transition to IFRS (continued)

Reconciliation of equity at 31 December 2004 (date of last UK GAAP financial statements)

Goodwill

Property, plant and equipment
Investments

Deferred tax assets

Total non-current assets

Trade and other receivables
Cash and cash equivalents

Total current assets

Total assets

Interest-bearing loans
Trade and other payables
Employee benefits
Dividend to shareholders
Current tax liability

Total liabilities

Total assets less total liabilities

Issued capital
Other reserves
Own shares
Retained earnings
Minority interest

Total equity

Reconciliation of profit for the year ended 31 December 2004

Revenue

Administrative expenses
Other income
Finance costs

Profit before tax
Tax expense

Net profit/(loss)

Note

a, b

a, b,cde

Note

a,cf

UK GAAP
18,077
3,096
1,252

22,425

39,045
24,222

63,267

85,692

23,922
33,033
64
1,946
292

59,257

26,435

19,869
7,534
(1,516)

498
50

26,435

UK GAAP
62,809

(51,214)
287
(1184)

(52,111)

10,698
(1,460)

9,238

Effect of transition
to IFRS

7,896

7,896

(1,987)

(1,987)

5,909

25,772
(1,946)

23,826

(17,917)

(17,917)

(17,917)

Effect of transition
to IFRS

(1,178)

(1178)

(1,178)

1178)

IFRS
18,077
3,096
1,252
7,896

30,321

37,058
24,222

61,280

91,601

23,922
33,033
25,836

292

83,083

8,518

19,869
7,534
(1,516)

(17,419)

50

8,518

IFRS
62,809

(52,392)
287
(1184)

(53,289)

9,520
(1,460)

8,060
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Notes to the Accounts (continued)
For the year ended 31 December 2005

33. Explanation of transition to IFRS (continued)
Notes to the reconciliations of equity and profit
The transition to IFRS resulted in the following changes in accounting policies:

a)

b)

<)

d)

f)

Under previous Generally Accepted Accounting Principles (GAAP) start-up costs relating to new mutuals and certain new
business ventures were capitalised from the point at which agreement for establishing the new business was reached, up until
the point at which they became operational. The costs were then amortised over the period when revenue was expected to be
earned under the management agreements. Under IFRS these costs do not qualify for recognition as assets. The effect of the
change is a decrease in equity at 31 December 2004 of £328,000 (£454,000 as of 1 January 2004) and an increase of profit
before tax of £114,000 for the year to 31 December 2004.

Accrued income and trade debtors are shown at their fair value which is lower than the amount realisable in cash because of
the time value of money and the length of time taken to convert accrued income and trade debtors into cash. Under previous
GAAP accrued income and trade debtors were recorded at the amount the group was contractually entitled to receive less any
provision for uncollectable amounts. The effect of the change is a decrease in equity at 31 December 2004 of £1,329,000
(£1,329,000 as of 1 January 2004).

Obligations arising from defined benefit pension schemes which are in excess of the value of plan assets are shown as a
liability. Under previous GAAP obligations arising from defined benefit pension schemes were not recognised as a liability but
disclosed separately in the notes. The effect of the change is a decrease in equity at 31 December 2004 of £26,102,000
(£18,476,000 as of 1 January 2004) and a decrease of profit before tax of £1,199,000 for the year to 31 December 2004. The
pension scheme liability previously disclosed under FRS 17 at 31 December 2004 was £25,629,000. The total decrease in
equity arising from the change to IFRS was £26,102,000 as a result of a deficit funding prepayment of £330,000 recognised in
the 31 December 2004 balance sheet as previously stated and the recognition of deficits in overseas subsidiaries of £143,000.

The change in accounting for obligations arising from defined benefit schemes increased the deferred tax asset by £7,737,000
at 31 December 2004 (£5,548,000 as of 1 January 2004). A deferred tax asset relating to fixed asset timing differences has also
been recognised amounting to £159,000 at 31 December 2004 (£132,000 as of 1 January 2004).

Dividends to shareholders declared after the balance sheet date but before the financial statements are authorised for issue are
not recognised as a liability at the balance sheet date but disclosed separately in the notes. Under previous GAAP dividends for
the accounting period were recognised as a liability. The effect of the change is an increase in equity at 31 December 2004 of
£1,946,000 (£1,767,000 as of 1 January 2004). The change does not affect profit or loss before tax.

This change in accounting policy affected the company and the group equally. There were no other changes in accounting
policy for the company arising from the introduction of IFRS.

Share options granted to employees are recognised as an expense over the vesting period based on the value of the option at
the date of grant. Under previous GAAP the cost of share options was not recognised in profit or loss. The effect of the change
is a decrease of profit before tax of £93,000 for the year to 31 December 2004.
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Five Year Record

0] (if) (iii) (iv) V)

2001 2002 2003 2004 2005
(Restated) (Restated) (Restated)

£000 £000 £000 £000 £000
Consolidated profit and loss account for year
Revenue 50,634 55,649 55,921 62,809 67,680
Profit from operations before amortisation
of goodwill 8,897 8,187 8,972 10,431 11,379
Amortisation of goodwill* (5,733) (5,621) - - —
Profit from operations 3,164 2,566 8,972 10,431 11,379
Net other charges (408) (538) (145) (911) (954)
Profit before tax 2,756 2,028 8,827 9,520 10,425
Income tax expense 1,423) (1,107) (1,146) (1,460) (398)
Minority interests 13 — 2) (31 112)
Profit for the year 1,346 921 7,679 8,029 9,915
Earnings and dividends
Earnings per ordinary share — basic 4.0p 2.7p 22.4p 22.4p 27.5p

— adjusted 21.3p 19.3p 22.4p 22.4p 27.5p

Dividends per ordinary share 6.77p 7.45p 8.20p 9.02p 10.00p
Cover for ordinary dividends (adjusted) 3.1x 2.6Xx 2.7x 2.5x 2.8x

Adjusted earnings per ordinary share exclude the items marked” and £478,000 relating to a discontinued activity in 2000.

() (i) (i) (iv) V)

2001 2002 2003 2004 2005
(Restated) (Restated) (Restated)

£000 £000 £000 £000 £000
Consolidated balance sheet at year end
Assets employed
Non-current assets 19,870 13,311 10,862 30,321 66,089
Net current assets 4,908 7,300 10,809 13,249 26,217
Non-current liabilities and provisions (10,411) (6,372) (4,532) (35,052) (69,348)
Net assets 14,367 14,239 17,139 8,518 22,958
Financed by
Share capital and share premium 14,950 15,465 15,693 19,869 25,363
Capital and merger reserves 7,534 7,534 7,534 7,534 7,534
Profit and loss account (8,118) (8,762) (4,528) (17,419) (8,731)
Own shares — — (1,563) (1,516) (1,501)
Minority interests 1 2 3 50 293
Equity shareholders’ funds and minorities 14,367 14,239 17,139 8,518 22,958

The above additional information relating to the five year record has been prepared from the audited records of the group.
While it does not form part of the statutory financial statements, it should be read in conjunction with them and the responsibilities
section of the auditors’ report thereon.

Notes

(i) Prepared in accordance with applicable UK GAAP.

(ii) As for (i) but restated for the introduction of FRS 5 Application note G. The effect of the change was to reduce profit before tax
by £936,000 and to increase net assets by £312,000.

(iii) As for (ii) but restated for UITF 38. Policy of amortising goodwill ceased. Amortisation in 2003 would have been £3,363,000
but for the change in policy.

(iv) As for (iii) but restated for the introduction of IFRS (see note 33).

(v) Prepared in accordance with IFRS.

This Annual Report and Accounts contains certain forward-looking statements. By their nature, forward-looking statements
involve risks and uncertainties because they relate to events and depend on circumstances that will or may occur in the future.
Actual results may differ from those expressed in such statements, depending on a variety of factors, including demand and
pricing; operational problems; general economic conditions; political stability and economic growth in relevant areas of the
world; changes in laws and governmental regulations; exchange rate fluctuations and other changes in business conditions; the
actions of competitors and other factors.
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Shareholder Information

Analysis of shareholdings
The tables below show an analysis of ordinary shareholdings as at 31 December 2005.

Holder Percentage Shares held Percentage
Individuals 9,471,335 24.6 529 69.2
Nominee companies 27,237,246 70.9 210 274
Other corporations 1,729,717 4.5 26 3.4
38,438,298 100.0 765 100.0

Number of shares held:
1 to 5,000 698,372 18 513 671
5,001 to 10,000 495,349 13 66 8.6
10,001 to 50,000 2,397,328 6.2 101 13.2
50,001 to 250,000 6,875,670 17.9 53 6.9
250,001 to 1,000,000 15,261,671 39.7 25 3.3
1,000,001 to 2,000,000 12,709,908 331 7 0.9
38,438,298 100.0 765 100.0

Annual General Meeting
The AGM of the company will be held on 5 May 2006. The notice of the meeting is set out on page 65.

Shareholder enquiries
The company’s registrar is Computershare Investor Services PLC. Enquiries relating to the following administrative matters should
be addressed to the company’s registrar: Computershare Investor Services PLC, The Pavilions, Bridgewater Road, Bristol BS99 7NH.
Tel: 0870 702 0002.
— Dividend reinvestment plan.
— Dividend payment enquiries.
— Dividend mandate instructions. Dividends may be paid directly into your bank or building society account on completion
of a mandate instruction form. Tax vouchers are sent to the shareholder’s registered address.
— Loss of share certificates/dividend warrants/tax vouchers.
— Notification of change of address.
— Transfer of shares to another person.
— Amalgamation of accounts. If you receive more than one copy of the annual report, you may wish to amalgamate your accounts
on the share register.
For other enquiries relating to shareholder services or general enquiries about the company, please contact: The Company
Secretarial Department, Charles Taylor Consulting plc, Essex House, 12-13 Essex Street, London WC2R 3AA. Tel. 020 7759 4934.

Share price information
Charles Taylor Consulting’s share price appears in the Financial Times under “General Financial” and also in the Guardian and the
Independent.

Dividends and tax on dividends

Dividend information can be found in the Report of the Directors on page 8.

Non-taxpayers may be able to claim back from the Inland Revenue some or all of the tax paid by the company on their cash
dividend payments. The dividend tax voucher will be required when making a claim.

Unsolicited mail

As the company’s share register is, by law, open to public inspection, shareholders may receive unsolicited mail from organisations
that use it as a mailing list. To limit the amount of unsolicited mail you receive, write to the Mailing Preference Service, FREEPOST
29, London W1E OZT.
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Notice of Annual General Meeting

NOTICE IS HEREBY GIVEN that the Annual General Meeting of Charles Taylor Consulting plc will be held at International House,
1 St Katharine’s Way, London, EIW 1UT, at 12 noon on 5 May 2006 for the transaction of the following business:

Ordinary Business
To consider and, if thought fit, pass the following ordinary resolutions:

1

10.

That the accounts for the year to 31 December 2005, and the reports of the directors and the auditors thereon, be received and
adopted.

That the Report of the Remuneration Committee on pages 13 to 17 of the Report and Accounts for 2005 be approved.

That a final dividend of 6.04p per share be paid to the holders of ordinary shares on the register of members of the company
at the close of business on 21 April 2006.

That J G Roach Il be re-elected as a director.
That R T C Wong be re-elected as a director.
That J S McKay be re-elected as a director.
That G W Fitzsimons be elected as a director.
That T D Ely be elected as a director.

That A Brannon be elected as a director.

That Deloitte & Touche LLP be re-appointed as auditors of the company and that their remuneration be determined by the
directors.

Special Business
To consider and, if thought fit, pass the following resolutions:

11.

12

13.

As an ordinary resolution

THAT the company be authorised to make donations to EU (European Union) political organisations, not exceeding £10,000
in total, during the period beginning with the date of the 2006 Annual General Meeting and ending at the conclusion of the
day on which the 2007 Annual General Meeting is held.

As a special resolution

Authority to repurchase shares

THAT the directors be and are hereby generally and unconditionally authorised for the purpose of Section 166 of the
Companies Act 1985 to make market purchases (within the meaning of Section 163 (3) of the Companies Act 1985) of
Ordinary Shares of 1p each in the capital of the company provided that:

a) the maximum number of Ordinary Shares hereby authorised to be purchased is 3,847,574;
b) the minimum price which may be paid for such shares is 1p;

c) the maximum price (exclusive of expenses) which may be paid for any such share will be not more than 5% above the
average of the middle market quotation for such shares as derived from the Daily Official List of the London Stock
Exchange LSE for the ten business days in respect of which the Daily Official List is published immediately preceding the
day on which the share is to be purchased;

d) the authority hereby conferred shall expire at the earlier of 15 months from the date of this resolution and the end of the
2007 Annual General Meeting of the company;

e) the company may make a contract to purchase its own shares under the authority hereby conferred prior to the expiry of
such authority which will or may be executed wholly or partly after the expiry date of such authority and make purchases
of its own shares in pursuance of any such contract as if the authority conferred hereby had not expired.

As an ordinary resolution
Authority to allot shares
THAT:

a) the directors be and they are hereby generally and unconditionally authorised for the purpose of section 80 of the
Companies Act 1985 to allot and grant rights to subscribe for or to convert securities into unissued shares of the company
up to an aggregate nominal amount of £115,287, provided that this authority shall expire at the conclusion of the Annual
General Meeting of the company to be held in 2007 or, if earlier, the date falling 15 months after the date of passing this
resolution.

b) the company be allowed to make any offer or agreement which will or might require any such shares to be allotted or any
such rights to be granted after the expiry of this authority and the directors may, notwithstanding such expiry, allot shares
and grant such rights in pursuance of any such offer or agreement made by the company before the expiry of this
authority; and

c) this authority be in substitution for all subsisting authorities given by the company for the purpose of section 80 of the
Companies Act 1985 to the extent that such authorities are unused.
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Notice of Annual General Meeting (continued)

14. As a special resolution
Disapplication of pre-emption rights on allotment
THAT the directors be empowered to allot any equity securities of the company under the authority conferred on them by this
meeting for the purpose of section 80 of the Companies Act 1985 as if section 89(1) of that Act did not apply to any such
allotment provided that this power be limited to:

a) the allotment of equity securities which are offered for cash to those persons who are registered on such date as the
directors may prescribe as the holders of the issued ordinary shares of the company (as nearly as may be in proportion to
the number of ordinary shares respectively held by them) other than those holders resident outside the UK to whom an
offer would be, in the opinion of the directors, impracticable or unlawful in any jurisdiction in the world.

b) the allotment of equity securities which are not offered to any holders of ordinary shares of the company resident outside
the UK pursuant to any such offer as aforesaid or which may represent fractional interests arising in connection with any
such offer; and

c) any other allotments of equity securities for cash up to an aggregate nominal amount of £19,236.

and shall expire at the conclusion of the Annual General Meeting of the company to be held in 2007 or, if earlier, the date
falling 15 months after the date of passing this resolution, save that the company may before such expiry make an offer or
agreement which would or might require securities to be allotted after such expiry and the directors may allot equity
securities in pursuance of such offer or agreement as if the power conferred hereby had not expired; the expression “equity
securities” having, for the purpose of this resolution, the meaning given to it by section 94 of the Companies Act 1985.

By order of the board Registered Office
| ] Keane Essex House, 12-13 Essex Street
Secretary London WC2R 3AA
7 April 2006 Registered Number 3194476

Authorised and regulated by the Financial Services Authority

Notes

1. A member of the company entitled to attend and vote at the Annual General Meeting may appoint one or more proxies to
attend and, on a poll, to vote instead of him/her. A proxy need not be a member of the company. To be effective the form of
proxy must be deposited with the company’s registrar, Computershare Investor Services PLC, PO Box 1075, Bristol BS99 377,
not less than 48 hours before the time of the meeting.

2. The completion of a proxy does not preclude a member from attending the Annual General Meeting and voting in person.

3. Copies of the directors’ service agreements or letters of appointment are available for inspection at the registered office of the
company during usual business hours on each business day. All such documents will also be available at the place of the
Annual General Meeting for at least 15 minutes prior to, and during, the Annual General Meeting.

4. The register of directors’ interests will be available for inspection at the commencement of, and during, the Annual General
Meeting.

5. As permitted by regulation 41 of the Uncertified Securities Regulations 2001, only those shareholders who are registered on the
company’s register of members at 12 noon on 3 May 2006 or, in the event that the Annual General Meeting is adjourned, on
the register of members 48 hours before the time of any adjourned meeting, shall be entitled to attend the Annual General
Meeting and to vote in respect of the number of ordinary shares registered in their names at that time. Changes to entries on
the register of members after 12 noon on 3 May 2006 or, in the event that the Annual General Meeting is adjourned, on the
register of members 48 hours before the time of any adjourned meeting, shall be disregarded in determining the rights of any
person to attend and/or vote at the Annual General Meeting.

6. By attendance at the Annual General Meeting (or any adjournment thereof) those attending confirm that they are requesting,
and are willing to receive, all communications made at that meeting relating to the company’s shares.

7. At this year’s Annual General Meeting, there are 18 resolutions which members are asked to approve. An explanation of these
resolutions is given below:
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Resolution 1
The Directors will present the Financial Review, the Auditors’ Report and the Accounts of the company for the year ended
31 December 2005.

Resolution 2

The Directors’ Remuneration Report is set out on pages 13 to 17. It complies with the requirement introduced by the Directors’
Remuneration Regulations of 2002 for a Report on the Remuneration of all Directors, and the Company Remuneration Policy.
The vote is advisory only and will not require the company to alter any arrangements detailed in the Report, should the
Resolution not be passed.

Resolution 3
The Directors will propose a final dividend of 6.04p.

Resolutions 4 to 9

The six directors, J G Roach IlI, R T C Wong, J S McKay, G W Fitzsimons, T D Ely and A Brannon, who in accordance with the
Articles of Association retire at the forthcoming Annual General Meeting; each being eligible, offer themselves for re-election and
following satisfactory performance reviews, the Nomination Committee supports their re-election as executive directors.

Joseph Garland Roach 111

Born 1946, Executive Director and Chief Executive Officer Americas

Joe Roach joined the group in 1995 and is Chief Executive of Signal Administration Inc. He joined McQueary and Henry Inc,. an
insurance broker, in 1985 and he worked until the end of 1995 for Signal Administration Inc. (Texas), which provided marketing
and risk selection services to Signal. He was appointed to the board on 13 February 1997.

Raymond Tak Chiu Wong

Born 1948, Average Adjuster, Executive Director Asian region

Raymond Wong, who had been with the Richards Hogg Group for 31 years prior to its acquisition in December 1997, has taken on
the supervisory role for the group activities in the Asian region. He has been a fellow of the Association of Average Adjusters since
1980. He was appointed to the board on 1 January 1999.

John Stewart McKay

Born 1945, Aviation Engineer, Executive Director and Chairman Services Division

John McKay became Chief Executive of Lloyd’s Aviation Division in 1994 and since its acquisition by the group in July 2000 has
continued in this role. He is also Chairman of the CTC Services Division, comprising those companies within the group primarily
focused on acting for insurers. He was appointed to the board on 13 September 2002.

George William Fitzsimons FCA

Born 1962, Chartered Accountant, Group Finance Director

George Fitzsimons joined the company in 2005. He previously held Finance Director and other senior financial positions in the
legal profession, aviation and retailing. He qualified as a Chartered Accountant with Coopers & Lybrand in 1988 and was a
management consultant until 1991. He was appointed to the board on 1 June 2005.

Thomas Damian Ely

Born 1964, Chief Operating Officer

Damian Ely joined the company in 1988 to work in London in the Mutual Management division. In 1995, in light of the growth of
Signal Mutual, he was transferred to the United Stated as Senior Vice President Operations for Signal Administration. In 1998, with
the development of the Services business in Americas he was appointed Chief Operating Officer, Americas. He returned to the UK
to take up the role of Group Chief Operating Officer from 1 October 2005. He was appointed to the Board on 12 October 2005.

Andrew Brannon

Born 1960, Chartered Accountant, Licensed Insolvency Practitioner, Executive Director

Andrew Brannon is a co-founder and director of the LCL Group, which is based in the City of London. The LCL Group was
acquired by the group in December 2005 and provides a wide range of specialist claims management, advisory and run-off
services primarily, to the insurance market. In 1997, he established MRC Consultants to provide Insolvency Practitioners
appointed to insurance and reinsurance institutions with management and other related services including run-off administration.
In 2002, MRC Consultants became a member of the LCL Group and changed its name to LCL Consulting Limited. He was
appointed to the board on 5 January 2006.
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Notice of Annual General Meeting (continued)

Resolution 10

Deloitte & Touche LLP have expressed their willingness to continue to act as Auditors of the company and Resolution 10 proposes
the re-appointment of that firm as the company’s Auditors and to authorise the Directors to determine the Auditors’
Remuneration.

Resolution 11

The Companies Act 1985 requires companies to obtain shareholder authority before they can make donations to EU political
organisations (which include UK political parties). The definition of political donations used in the Act is very broad. The
company’s policy is that it does not, directly or through any other subsidiary, make what are commonly regarded as donations
to any political party. The authority we are requesting from Shareholders is not designed to change that policy. It will, however,
ensure that the company acts within the provisions and definitions of the current UK law when carrying out the above activities.

Resolution 12

Resolution 12 seeks authority for the company to make market purchases of its own ordinary shares, which would otherwise be
prohibited by the Companies Act 1985. The Directors believe that there may be times when it would be desirable to manage the
company’s capital by buying back shares. However, the Directors only intend to use the authority if they believe such purchases
would be in the best interests of shareholders generally and would result in an increase in earnings per share. The resolution
specifies the maximum number of shares that can be acquired (approximately 10% of the issued ordinary share capital of the
company as at 7 April 2006) and the minimum and maximum prices at which they may be bought. Any shares purchased under
the authority granted by the resolution will either be cancelled or may be held as treasury shares (see the following paragraph).

The Companies (Acquisition of Own Shares) (Treasury Shares) Regulations 2003 came into force on 1 December 2003 and made
certain amendments to the Companies Act 1985 in relation to treasury shares. The amendments allow companies to retain any of
their own shares they have purchased as treasury shares with a view to possible re-issue at a future date, rather than cancelling
them as had previously been required by legislation. If the company were to purchase any of its own shares pursuant to the
authority of Resolution 12 it would consider holding them as treasury shares, provided that the number did not at any time exceed
10% of the company’s issued share capital. This would give the company the ability to re-issue treasury shares quickly and cost
effectively, and would provide the company with additional flexibility in the management of its capital base.

Resolution 13 and 14

As in previous years, Members passed Resolutions giving the Directors Authorisation, subject to a cap, to allot shares for cash or
otherwise and further for limited disapplication of section 89 of The Companies Act, empowering them to allot shares for cash or
otherwise in accordance with statutory pre-exemption rights in certain limited circumstances.
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Financial Diary 2006

Annual General Meeting
5 May 2006

Interim Results Announcement
25 September 2006

Final Dividend for 2005

Ex-dividend 19 April 2006
Record date 21 April 2006
Payment due 25 May 2006

Interim Dividend for 2006

Ex-dividend
Record date
Payment date

11 October 2006
13 October 2006
24 November 2006
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CTC Offices

Further information about CTC can be found on our website at “charlestaylorconsulting.com”, or by contacting one of our offices
on the telephone numbers listed below.

70

Country Telephone No
Australia Sydney (+61) 2 9252 1599
Brisbane (+61) 7 3870 3350
Brisbane (+61) 7 3839 9999
Perth (+61) 8 9321 2022
Perth (+61) 8 9334 0700
Belgium Brussels (+32) 2569 8632
Bermuda Hamilton (+1) 441 292 3103
Canada Calgary (+1) 403 266 3336
Halifax (+1) 902 835 7600
St. Johns (+1) 709 726 7750
China Hong Kong (+852) 2527 3215
Shanghai (+8621) 5835 2756
France Paris (+33) 153 430 030
Greece Piraeus (+30) 210 429 0733
India Mumbai (+91) 222283 5851
Indonesia Jakarta (+62) 21 515 2084
Surabaya (+62) 31 354 7281
Isle of Man Douglas (+44) 1624 683 683
Japan Tokyo (+81) 3 3255 8640
Korea Busan (+82) 51 441 8636
Seoul (+82) 2752 1891
Malaysia Selangor (+603) 7 781 2260
Mexico Mexico City (+5255) 3000 1880
Netherlands Rotterdam (+31) 10 411 1690
Philippines Manila (+63) 2 521 7172
Singapore Singapore (+65) 6221 1060
Singapore (+65) 6297 2161
Spain Madrid (+34) 91 417 0080
Taiwan Taipei (+886) 2 2706 6509
United Kingdom Bradford (+44) 1274 750460
Glasgow (+44) 141 221 2992
Liverpool (+44) 151 227 2175

London Cornhill House

(+44) 20 7398 5600

Head Office London Essex House (+44) 20 7759 4955
London International House (+44) 20 7488 3494
London Lime Street (+44) 20 7623 1819
Marlow (+44) 149 444 4811

UAE Dubai (+971) 4 359 3946

United States Addison, TX (+1) 972 447 2050
Covington, LA (+1) 985 809 1170
Dallas, TX (+1) 972 770 1480
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Earth City, MO
Frederick, MD
Grand Junction, CO

(+1) 314 739 4526
(+1) 301 694 4215
(+1) 970 255 0300

Houston, TX (+1) 713 840 1642
Long Beach (+1) 562 495 7900
Miami, FL (+1) 305 629 3683
Milford, OH (+1) 513 722 0727
New York, NY (+1) 212 809 8085
Orlando, FL (+1) 407 894 1634
Prescott, AZ (+1) 928 771 0031
Renton, WA (+1) 206 772 9315
Ronkonkoma, NY (+1) 631 285 6934
Van Nuys, CA (+1) 818 785 3513
West Trenton, NJ (+1) 609 538 8502
Wilton, CT (+1) 203 761 6060
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