CATILIN
CATLIN INSURANCE COMPANY LTD.

600,000 PREFERRED SHARES
(NON-CUMULATIVE, $1,000 LIQUIDATION PREFERENCE)

We are offering 600,000 of our Non-Cumulative Perpetual Preferred Shares, par value $0.01 per share, which we refer to in this
offering memorandum as the ‘‘Shares’’. Upon the liquidation, dissolution or winding-up of Catlin Insurance Company Ltd., the
holders of the Shares will be entitled to receive from our assets legally available for distribution to shareholders after satisfaction of
indebtedness and other prior ranking claims, if any, a liquidation preference of $1,000 per Share, plus declared and unpaid
dividends, if any, without accumulation of any undeclared dividends. The Shares will be offered and sold, and may be transferred,
only in amounts of $100,000 and multiples of $1,000 in excess thereof. Accordingly, holders of Shares must hold at least 100 Shares
at any one time.

Holders of the Shares will be entitled to receive cash dividends only when, as and if declared by our board of directors or a duly
authorized committee of the board. Any such dividends will be payable semi-annually in arrears on the 19th day of each of January
and July, commencing on July 19, 2007, at a rate per year equal to 7.249% of the liquidation preference, up to but not including
January 19, 2017. Thereafter, if the Shares have not been redeemed, any dividends declared by our board of directors or a duly
authorized committee of the board will be payable quarterly at a floating dividend rate reset quarterly at a rate per year equal to
2.975% plus the 3-month LIBOR Rate (as defined herein) of the liquidation preference. Dividends on the Shares are not cumulative.
So long as any Shares remain outstanding, no dividend shall be paid or declared on our common shares, junior stock or any of our
other securities ranking junior to the Shares (other than a dividend payable solely in common shares, junior stock or in such other
junior securities), unless the full dividends for the latest completed dividend period on all outstanding Shares and any Parity Stock
(as defined herein) have been declared and paid or provided for. Catlin Group Limited has given a similar undertaking in relation to
its parity and junior obligations in a Deed Poll.

Except in specified circumstances relating to certain tax, corporate or regulatory events, the Shares are not redeemable prior to
January 19, 2017. On any dividend payment date falling on or after that date, the Shares will be redeemable at our option, in whole
or in part, at a redemption price of $1,000 per Share, plus declared and unpaid dividends, if any, without accumulation of any
undeclared dividends. See ‘‘Description of the Shares — Redemption”’, ‘“— Redemption Following Certain Corporate Events’’,
““— Regulatory Event Redemption’’ and ‘‘— Tax Redemption’’. Our ability to redeem the Shares is subject to certain restrictions
described under ‘‘Description of the Shares — Redemption’’. The Shares will not have voting rights, except as set forth under

““Description of the Shares — Voting Rights’’.

Offering price: $1,000 per Share plus accrued dividends, if any, from January 18, 2007

Investing in the Shares involves risks. See ‘‘Risk Factors’’ beginning on page 14 of this offering
memorandum to read about some of the risks you should consider before buying the Shares.

The Shares have not been approved or disapproved by the US Securities and Exchange Commission, or the SEC, any state securities
commission in the United States or any other US regulatory authority, nor have any of the foregoing authorities passed upon or
endorsed the merits of the offering of the Shares or the accuracy or adequacy of this offering memorandum. Any representation to
the contrary is a criminal offence in the United States.

The Shares have not been, and will not be, registered under the US Securities Act of 1933, as amended (the ‘‘Securities Act’’), or
under the applicable securities laws of Canada, Australia or Japan or under any other securities laws and, subject to certain
exceptions, may not be offered or sold directly or indirectly within the United States, Canada, Australia or Japan or to any resident
of Canada, Australia or Japan. The Shares are being offered in the United States only to qualified institutional buyers, as defined in
Rule 144A under the Securities Act, pursuant to an exemption from the registration requirements of the Securities Act, and are
being offered outside the United States in offshore transactions in reliance on Regulation S under the Securities Act. Prospective
purchasers are hereby notified that sellers of the Shares may be relying on the exemption from the provisions of Section 5 of the
Securities Act provided by Rule 144A.

It is expected that delivery of the Shares in book-entry form will be made against payment therefor in US dollars in same day funds
through the facilities of The Depository Trust Company on or about January 18, 2007.

Joint Coordinators and Bookrunners

JPMorgan Lehman Brothers

The date of this Offering Memorandum is January 11, 2007
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You should rely only on information contained in this offering memorandum or information to which we
have referred you. We have not authorized anyone to provide you with information that is different. This offering
memorandum may only be used where it is legal to sell these securities. The information in this offering
memorandum may only be accurate as of the date of this offering memorandum.

We are offering to sell, and are seeking offers to buy, the Shares only in jurisdictions where offers and sales
are permitted. The distribution of this offering memorandum and the offering of the Shares in certain jurisdictions
may be restricted by law. Persons outside the United States who come into possession of this offering
memorandum must inform themselves about and observe any restrictions relating to the offering of the Shares
and the distribution of this offering memorandum outside the United States. This offering memorandum does not
constitute, and may not be used in connection with, an offer to sell, or a solicitation of an offer to buy, any
securities offered by this offering memorandum by any person in any jurisdiction in which it is unlawful for such
person to make such an offer or solicitation. Each purchaser or subscriber of Shares offered hereby, in making a
purchase or subscription, will be deemed to have made certain acknowledgements, representations and
agreements as set out in the section of this offering memorandum entitled ‘‘Plan of Distribution — Transfer
Restrictions’’.

This offering memorandum is not a prospectus for the purposes of EU Directive 2003/71/EC.



ABOUT THIS OFFERING MEMORANDUM

This offering memorandum is based on information provided by us and other sources believed by us to be
reliable. The initial purchasers and their respective affiliates and any person acting on their behalf are not
responsible for, and are not making any representation or warranty, express or implied, to you concerning our
future performance or the accuracy or completeness of this offering memorandum.

In making an investment decision regarding the Shares offered hereby, you must rely on your own
examination of our company and the terms of the offering, including the merits and risks involved. You should
rely only on the information contained in this offering memorandum. We have not authorized any other person to
provide you with different information. If anyone provides you with different or inconsistent information, you
should not rely on it. You should assume that the information appearing in this offering memorandum is accurate
only as of its date. Our business, financial condition, results of operations and the information set forth in this
offering memorandum may have changed since the date of this offering memorandum.

You should not consider any information in this offering memorandum to be investment, legal or tax advice.
You should consult your own counsel, accountant and other advisors for legal, tax, business, financial and related
advice regarding purchasing the Shares. We are not, and the initial purchasers are not, making any representation
to any offeree or purchaser of the Shares regarding the legality of an investment in the Shares by such offeree or
purchaser under appropriate investment or similar laws.

The contents of our website do not form any part of this offering memorandum.

In connection with the offering, the initial purchasers and any of their respective affiliates acting as an
investor for its own account may take up the Shares and in that capacity may retain, purchase or sell for its own
account such securities and any of our securities or related investments and may offer or sell such securities or
other investments otherwise than in connection with the offering. Accordingly, references in this document to the
Shares being offered or placed should be read as including any offering or placement of securities to the initial
purchasers and any such affiliate acting in such capacity. The initial purchasers do not intend to disclose the
extent of any such investment or transactions otherwise than in accordance with any legal or regulatory obligation
to do so.

The distribution of this offering memorandum and the offer and sale of the Shares may be restricted by law
in certain jurisdictions. You must inform yourself about, and observe, any such restrictions. See ‘‘Description of
the Shares’” and ‘‘Plan of Distribution’” elsewhere in this offering memorandum. You must comply with all
applicable laws and regulations in force in any jurisdiction in which you purchase, offer or sell the Shares or
possess or distribute this offering memorandum and must obtain any consent, approval or permission required for
your purchase, offer or sale of the Shares under the laws and regulations in force in any jurisdiction to which you
are subject or in which you make such purchases, offers or sales. We are not, and the initial purchasers are not,
making an offer to sell the Shares or a solicitation of an offer to buy any of the Shares to any person in any
jurisdiction except where such an offer or solicitation is permitted. The initial purchasers reserve the right to
reject any offer to purchase the Shares in whole or in part and to sell to any prospective investor less than the full
amount of Shares requested.

Securities may be offered or sold in Bermuda only in compliance with the provisions of the Investment
Business Act of 2003 of Bermuda, which regulates the sale of securities in Bermuda.

All applicable provisions of the Financial Services and Markets Act 2000, or FSMA, must be complied with
in respect of anything done in relation to the Shares in, from or otherwise involving the United Kingdom.

No action has or will be taken in any Member State of the European Economic Area that as at the date of
this offering memorandum has implemented the Prospectus Directive (each a ‘‘Relevant Member State’’) to
permit an offer to the public of the Shares. Accordingly, the Shares may only be offered or sold in Relevant
Member States at any time:

(1) to legal entities which are authorized or regulated to operate in the financial markets or, if not so
authorized or regulated, whose corporate purpose is solely to invest in securities;
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(i1) to any legal entity having two or more of (1) an average of at least 250 employees during the
financial year; (2) a total balance sheet of more than €43,000,000 and (3) an annual net turnover of more
than €50,000,000 as shown in the last annual or consolidated accounts; or

(iii) in any other circumstances which do not require the publication of a prospectus pursuant to
Article 3 of the Prospectus Directive.

For the purpose of this provision, the expression ‘offer to the public’’ in relation to any Shares in any Relevant
Member State means the communication in any form and by any means of sufficient information on the terms of
the offering and the Shares to be offered so as to enable an investor to decide to purchase or to subscribe the Shares,
as the same may be varied in that Relevant Member State, and ‘‘Prospectus Directive’” means Directive 2003/71/EC
and includes any relevant implementing measures in each Relevant Member State.

Unless otherwise indicated, or the context otherwise requires, references in this offering memorandum to
““Catlin Bermuda’’, the “‘Issuer’’, ““we’’, “‘us’’ and ‘‘our’’ or similar terms are to Catlin Insurance Company
Ltd., and references to ‘‘CICL Group’’ are to Catlin Bermuda and its subsidiaries. References to ‘‘Catlin Group”’
are to Catlin Group Limited and its subsidiaries. References to ‘‘Catlin UK’* are to Catlin Insurance Company
(UK) Ltd., references to ‘“CICI’’ are to Catlin Insurance Company, Inc. and references to the Catlin Syndicate are
to Syndicate 2003 at Lloyd’s. Certain insurance industry and technical terms used in this document are defined or

explained in the Glossary.

FORWARD-LOOKING STATEMENTS

Some of the statements contained in this offering memorandum are forward-looking statements. These
forward-looking statements include estimates and assumptions related to economic, competitive and legislative
developments. We may from time to time make written or oral forward-looking statements in reports to
shareholders and in other communications. Forward-looking statements include statements concerning our plans,
objectives, goals, strategies, future events, future revenues or performance, capital expenditures, financing needs,
plans or intentions relating to acquisitions, our competitive strengths and weaknesses, our business strategy and
the trends we anticipate in the industries and the political and legal environment in which we operate and other
information that is not historical information.

LI 99 ¢ LI LRI LRI LRI

Words such as “‘believe’’, ‘‘anticipate’’, ‘‘estimate’’, ‘‘expect’’, “‘intend’’, ‘‘predict’’, ‘project’’, ‘‘could’’,

“may’’, “‘will”’, “‘plan’” and similar expressions are intended to identify forward-looking statements but are not
the exclusive means of identifying such statements.

These forward-looking statements are subject to change and uncertainty which are, in many instances,
beyond our control and have been made based upon management’s expectations and beliefs concerning future
developments and their potential effect upon us. By their very nature, forward-looking statements involve
inherent risks and uncertainties, both general and specific, and risks exist that the predictions, forecasts,
projections and other forward-looking statements will not be achieved. These risks, uncertainties and other
factors include, among other things, those listed under ‘‘Risk Factors’’, as well as those included elsewhere in this
offering memorandum. There can be no assurance that future developments will be in accordance with
management’s expectations or that the effect of future developments on us will be those anticipated by
management. Actual results could differ materially from those expected by management, depending on the
outcome of various factors. These factors include:

* our ability to implement our business strategy across insurance market cycles;

¢ the continuing acceptance of our security and financial condition by rating agencies, regulators, brokers
and our insureds and reinsureds;

* our ability to maintain or improve our ratings, which may be affected by our ability to raise additional
equity or debt financing, as well as other factors described herein;

¢ general economic and market conditions (including inflation, interest rates and foreign currency exchange
rates) and conditions specific to the reinsurance and insurance markets in which we operate;
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¢ competition, including increased competition, on the basis of pricing, capacity, coverage terms or other
factors;

e the loss of key personnel;
 the integration of businesses we may acquire into our existing operations;

¢ the accuracy of the estimates and judgments utilized in the preparation of our financial statements,
including those related to revenue recognition, loss and other reserves, reinsurance recoverables,
investment valuations, intangible assets, bad debts, income taxes, contingencies and litigation;

¢ greater than expected loss ratios on business written by us and adverse developments on claim and/or
claim expense liabilities on business previously written;

e severity and/or frequency of losses;

¢ claims for natural or man-made catastrophic events in our insurance or reinsurance business causing large
losses and substantial volatility in our results of operations;

¢ acts of terrorism, political unrest and other hostilities or other unforecasted and unpredictable events;

* our ability to integrate new management, staff and systems to manage successfully our business,
particularly given its rapid growth;

¢ the availability of reinsurance to manage our gross and net exposures and the cost of such reinsurance;
¢ the failure of reinsurers, managing general agents or others to meet their obligations to us;

¢ the timing of loss payments being faster or the receipt of reinsurance recoverables being slower than
anticipated by us;

¢ changes in accounting principles or the application of such principles by regulators or other relevant
authorities;

¢ statutory or regulatory developments, including as to tax policy and matters and insurance and other
regulatory matters (such as the adoption of proposed legislation that would affect Bermuda-headquartered
companies and/or Bermuda-based insurers or reinsurers); and

* rating agency policies and practices.

In addition, other general factors could affect our results, including: (a) developments in the world’s
financial and capital markets and our access to such markets; (b) changes in regulations or tax laws applicable to
us, our subsidiaries, brokers or customers; and (c) the effects of business disruption or economic contraction due
to terrorism or other hostilities.

This list of important factors is not exhaustive. When relying on forward-looking statements, you should
carefully consider the foregoing factors and other uncertainties and events, especially in light of the political,
economic, social and legal environment in which we operate. Such forward-looking statements speak only as of
the date on which they are made. Accordingly, we do not undertake any obligation to update or revise any of
them, whether as a result of new information, future events or otherwise other than as required by applicable laws.
We do not make any representation, warranty or prediction that the results anticipated by such forward-looking
statements will be achieved, and such forward-looking statements represent, in each case, only one of many
possible scenarios and should not be viewed as the most likely or standard scenario.



SUMMARY

This summary contains basic information about us, the Catlin Group and this offering. Because it is a
summary, it does not contain all of the information that you should consider before investing in the Shares. You
should read this entire offering memorandum carefully, including the section entitled ‘‘Risk Factors’, our
financial statements and the notes thereto, and the financial statements and the notes thereto included elsewhere

in this offering memorandum, before making an investment decision.

Catlin Bermuda

Catlin Insurance Company Ltd., or Catlin Bermuda, is the Bermudian insurance and reinsurance subsidiary
of Catlin Group Limited (which, together with its subsidiaries, we refer to as the Catlin Group). Catlin Bermuda
and its subsidiaries, which we refer to as the CICL Group, provide a wide range of property and casualty
insurance and reinsurance products worldwide, including property catastrophe and per risk excess of loss treaty
and casualty reinsurance products.

Catlin Bermuda is one of the principal operating subsidiaries of the Catlin Group. Through intra-group
reinsurance arrangements and capital support, it serves to centralize a significant proportion of the assets, capital
and underwriting risk of all of the Catlin Group, within regulatory and other constraints.

Catlin Bermuda’s subsidiaries include Catlin Insurance Company (UK) Ltd, or Catlin UK, and Catlin
Insurance Company, Inc., or CICI. Members of the CICL Group underwrite insurance and reinsurance for third
parties and Catlin Bermuda reinsures risk written by other members of the Catlin Group. For the six months
ended and as at June 30, 2006, the CICL Group’s gross premiums written and total assets were $465.2 million
and $3,111.6 million, respectively, representing 52% and 71%, of the Catlin Group’s total gross premiums
written and total assets. Of the CICL Group’s gross premiums written, $221.9 million, or 48%, was assumed
under reinsurance contracts with other companies in the Catlin Group which are outside the CICL Group. Of the
remaining $243.3 million in gross premiums written by the CICL Group on behalf of third parties, $116.6 mil-
lion, or 25% of total gross written premiums, was underwritten by Catlin UK and $126.7 million, or 27% of total
gross written premiums, was underwritten by Catlin Bermuda.

The Catlin Group

Established in 1984, the Catlin Group is an international specialist property and casualty insurer and
reinsurer, writing more than 30 classes of business from four underwriting platforms:

the Catlin Syndicate, which is the largest syndicate at Lloyd’s based on 2007 premium capacity of up to
£1,250 million, and is a recognised leader of numerous classes of specialty insurance and reinsurance;

Catlin Bermuda, which underwrites property treaty and casualty treaty reinsurance and property and
casualty insurance and also provides reinsurance support for other Catlin underwriting platforms;

Catlin UK, which specializes in underwriting commercial non-life insurance for UK clients; and

Catlin US, which comprises CICI, a Texas-domiciled insurer expected to commence operations soon,
together with Wellington Speciality Insurance Company, a non-admitted excess and surplus lines carrier,
and various other underwriting offices in the US.

In addition to the underwriting platforms, Catlin maintains a network of international offices that source
business locally and regionally for the underwriting platforms.

The Catlin Group has grown from a Lloyd’s marine syndicate with gross premiums written of $6 million (on
a Lloyd’s accounting basis) in 1985, its first full year of operation, to an international insurance and reinsurance
group with $1.387 billion in gross premiums written in 2005 and $903.1 million in the first six months of 2006.
The Catlin Group now underwrites a wide range of business classes at Lloyd’s, in Bermuda, in the UK company
market and in the US. While during this period numerous competitors at Lloyd’s and in other insurance markets
have been established and in some cases have exited the market fully or partially, the Catlin Group’s record of
managed growth and financial success over the past 20 years distinguishes it from many of its peers. The
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common shares of the Catlin Group’s holding company, Catlin Group Limited, have been traded on the London
Stock Exchange since April 2004.

The Wellington offer

On December 18, 2006, Catlin Group Limited announced that its recommended offer to acquire all of the
issued and to be issued share capital of Wellington Underwriting plc, referred to in this offering memorandum as
Wellington, had been declared unconditional.

The offer involved an offer of both cash and shares of Catlin Group Limited to Wellington shareholders, and
valued each Wellington share at approximately 122 pence. This valued the issued share capital of Wellington at
approximately £602 million. Wellington is the holding company of an international insurance and reinsurance
group, which we refer to in this offering memorandum as the Wellington Group. The core of the Wellington
Group’s business is in the Lloyd’s insurance market, where the Wellington Group manages and underwrites a
diversified book of insurance and reinsurance business. The nature and scope of the Wellington Group’s business
is described in more detail under ‘‘Description of the Catlin Group — The Wellington offer’’.

We believe that the Catlin Group’s and the Wellington Group’s existing businesses are a strong complemen-
tary fit and the acquisition of Wellington is expected to bring material benefits to both businesses. The Catlin
Group post-acquisition is a major international specialty insurance business with well established underwriting
platforms in the United Kingdom and Bermuda and a significantly enhanced underwriting and distribution
platform in the United States.

We believe that both businesses have strong operational and underwriting expertise which will be further
strengthened and diversified through the combination. While in 2006 both the Catlin Group and Wellington had
among the largest Lloyd’s syndicates, the Catlin Group has a well developed Bermuda platform — an area where
Wellington, prior to the announcement of the recommended offer, had plans to expand. In the US, Wellington has
a growing business generating approximately $280 million in gross premiums written in 2006 which will
accelerate the Catlin Group’s existing plans to develop in that market. The combination therefore creates the
opportunity for both significant cost savings and revenue growth. Each of the Catlin Group’s core operating
platforms — the Catlin Syndicate, Catlin Bermuda, Catlin US and Catlin UK — will be strengthened as a result
of the acquisition.

The acquisition is expected to have a direct impact on Catlin Bermuda. As discussed below in ‘‘Related
Party Transactions — Intra-group Reinsurance Contracts’’, a significant portion of the Catlin Group’s risks are
ceded to Catlin Bermuda through intra-group reinsurance contracts. The acquisition is expected to increase the
premiums written by the Catlin Group, and as a result the intra-group reinsurance premium flowing to Catlin
Bermuda is expected to increase as well.

Strategy

The Catlin Group has formulated an integrated operating strategy for the CICL Group and its other
businesses, of which the primary objectives are:

* To develop and utilize the Catlin Group’s distinctive ‘‘multiple platform’” underwriting structure to
maximize earnings and to produce controlled, sustainable and diversified growth;

e To strengthen further its distribution network to provide the Catlin Group with increased access to
business in diverse geographic regions and business classes;

* To manage its capital efficiently and to adjust underwriting strategies to exploit prevailing conditions,
both in the overall marketplace and in individual classes of business;
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* To manage risk through effective underwriting controls and procedures, rigorous analytical review,
portfolio diversification, and the efficient use of reinsurance;

* To continue enhancing and improving business processes and controls; and
* To maintain underwriting talent, discipline and focus.

The principal executive office for Catlin Bermuda is located at Catlin Insurance Company Ltd., Cumberland
House, 6th floor, 1 Victoria Street, Hamilton HM 11, Bermuda, and the telephone number is (441) 296-0060.




THE OFFERING

The description of the terms of the Shares in this section is only a summary. Because the following summary
may not contain all of the information that is important to you, you should refer to the bye-laws of Catlin
Bermuda for a complete description of the terms of the Shares. You should also refer to the section entitled
“‘Description of the Shares’” in this offering memorandum.

Issuer .. ...

Securities Offered .................

Dividends . .

Redemption

Catlin Insurance Company Ltd.

Non-Cumulative Perpetual Preferred Shares, par value $0.01 per
share (the ‘‘Shares’’), with a liquidation preference of $1,000 per
Share, of Catlin Insurance Company Ltd, a Bermudian incorporated
company. The Shares will be offered and sold, and may be trans-
ferred, only in amounts of $100,000 and multiples of $1,000 in
excess thereof. Accordingly, holders of Shares must hold at least
100 Shares at any one time.

Dividends on the Shares if, as and when declared by our board of
directors or a duly authorized committee of the board out of funds
legally available for the payment of dividends under Bermuda law,
will be payable initially at a fixed rate per annum equal to 7.249% of
the liquidation preference, commencing on January 18, 2007 and up
to, but not including, January 19, 2017, which period we refer to as
the ‘‘Fixed Rate Period’’.

Commencing on January 19, 2017, dividends on the Shares will be
payable at a floating rate per annum equal to 2.975% plus the
3-month LIBOR Rate of the liquidation preference. The dividend
rate will be reset quarterly and each such dividend period is referred
to as a ‘‘Floating Rate Period’’.

Dividends on the Shares are non-cumulative. Consequently, if our
board of directors or a duly authorized committee of the board does
not declare a dividend for any dividend period, holders of the Shares
will not be entitled to receive a dividend for such period, and such
undeclared dividend will not accumulate and will not be payable. We
will have no obligation to pay dividends for a dividend period after
the dividend payment date for such period if our board of directors or
a duly authorized committee of the board has not declared such
dividend before the related dividend payment date, whether or not
dividends are declared for any subsequent dividend period with
respect to the Shares.

If declared, dividends on the Shares during the Fixed Rate Period
will be paid semi-annually in arrears on January 19 and July 19 of
each year and during the Floating Rate Period will be paid quarterly
in arrears on January 19, April 19, July 19 and October 19 of each
year.

See ‘‘Description of the Shares — Dividends’ in this offering
memorandum.

Except as described in ‘‘Description of the Shares — Redemption’’,
*“— Redemption Following Certain Corporate Events’’, ‘“— Regula-
tory Event Redemption’” and ‘‘“— Tax Redemption’’, the Shares are
redeemable on and after January 19, 2017, at our option, in whole or

in part, on any dividend payment date at a redemption price equal to
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Dividend Payment Restrictions ......

$1,000 per share, plus any declared and unpaid dividends to the date
of redemption, without accumulation of any undeclared dividends.

Under Bermuda law, we may not declare or pay a dividend if there
are reasonable grounds for believing that we are, or would after the
payment be, unable to pay our liabilities as they become due, or if the
realizable value of our assets would thereby be less than the
aggregate of our liabilities and our issued share capital and share
premium accounts. Further, we may not declare or pay any dividend
during any financial year if it would cause us to fail to meet our
relevant margins pursuant to the Bermuda Insurance Act 1978 or any
succeeding act.

Further, as long as any Shares remain outstanding for any dividend
period, unless the full dividends for the latest completed dividend
period on all outstanding Shares and Parity Stock (as defined below)
have been declared and paid or declared and a sum sufficient for the
payment thereof has been set aside:

(a) no dividend shall be paid or declared on our common shares or
any other of our Junior Stock (as defined below), other than a
dividend payable solely in our common shares or other Junior
Stock; and

(b) no common shares or other Junior Stock shall be purchased,
redeemed or otherwise acquired for consideration by, or on
behalf of, us (other than (i) as a result of a reclassification of
Junior Stock for or into other Junior Stock or the exchange or
conversion of one share of Junior Stock for or into another share
of Junior Stock or (ii) through the use of the proceeds of a
substantially contemporaneous sale of Junior Stock).

Catlin Group Limited will give a similar undertaking in relation
to its parity and junior obligations in a Deed Poll.

When dividends are not declared and paid or duly provided for in full
on any dividend payment date on the Shares and any shares of Parity
Stock, all dividends declared upon the Shares and all such Parity
Stock and payable on such dividend payment date shall be paid on a
pro rata basis so that the respective amounts of such dividends shall
bear the same ratio to each other as all declared but unpaid dividends
per Share and all Parity Stock payable on such dividend payment
date bear to each other. In the case of any Parity Stock having
dividend payment dates different from the dividend payment dates
pertaining to the Shares, the measurement date for such Parity Stock
shall be the dividend payment date falling within the related dividend
period for the Shares.

The Shares:

(a) will rank senior to our Junior Stock with respect to the payment
of dividends and distributions upon our liquidation, dissolution
or winding-up. ‘‘Junior Stock’’ includes our common shares and
any other class or series of our shares that ranks junior to the
Shares either as to the payment of dividends or as to the
distribution of assets upon any liquidation, dissolution or wind-
ing-up; and
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Liquidation Rights

Maturity ........

Pre-emptive Rights

Listing ..........

Tax Consequences

Ratings..........

Use of Proceeds ..

Governing Law . ..

Conversion. . ... ..

Risk Factors . .. ..

SVO Classification

(b) will rank at least equally with each other class or series of our
shares that ranks equally with the Shares as to dividends and in
the distribution of assets on our liquidation, dissolution or
winding-up, which we refer to as ‘‘Parity Stock’’.

Upon any voluntary or involuntary liquidation, dissolution or wind-
ing up, holders of the Shares and any Parity Stock are entitled to
receive from our assets legally available for distribution to sharehold-
ers, after satisfaction of indebtedness and other prior-ranking claims,
if any, before any distribution is made to holders of common shares
or other Junior Stock, a liquidation preference in the amount of
$1,000 per Share, plus declared and unpaid dividends, if any, without
accumulation of any undeclared dividends, to the date fixed for
distribution. See ‘‘Description of the Shares — Liquidation Rights’’.

The Shares do not have any maturity date, and we are not required to
redeem the Shares. Accordingly, the Shares will remain outstanding
indefinitely, unless and until we decide to redeem them.

Holders of the Shares will not have pre-emptive rights or subscrip-
tion rights to acquire more of our shares.

The Shares will not be listed on any securities exchange.

See ‘‘Taxation’’ in this offering memorandum for a discussion of the
tax consequences you should consider carefully before deciding to
invest in the Shares.

The Shares are expected to be rated BBB by Standard & Poor’s and
bbb by A.M. Best. A rating is not a recommendation to buy, sell or
hold securities and may be subject to review, revision, suspension,
reduction or withdrawal at any time by the assigning rating agency.

We estimate that, after deducting underwriting discounts and com-
missions, our net proceeds from this offering will be approximately
$594,000,000. We intend to use the net proceeds of this offering to
repay the borrowings under the $500 million facility agreement dated
November 17, 2006 between, among others, Catlin Group Limited,
as borrower and guarantor, and J.P. Morgan Europe Limited, as
Facility Agent, and to repay up to $50 million of existing borrowings
under Facility A of the Club Facilities and for general corporate
purposes.

The creation and issue of the Shares and the rights attached to them
shall be governed by and construed in accordance with the laws of
Bermuda.

The Shares are not convertible into or exchangeable for any of our
other securities or property.

See ‘‘Risk Factors’’ in this offering memorandum for a discussion of
factors you should consider carefully before deciding to invest in the
Shares.

The Securities Valuation Office, or SVO, of the National Association
of Insurance Commissioners, or NAIC, has advised us that it would
preliminarily designate the Shares that are offered hereby as pre-
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ferred equity. The NAIC classification of an investment directly
affects US insurance company investors because it affects the capital
required for such investment by such investors, but is not determina-
tive in any way in respect of any other tax, accounting or legal
considerations for investors generally. See ‘‘Risk Factors — The
Shares were preliminarily classified as preferred equity by the SVO
of the NAIC”’.

Dividend Disbursing Agent, Transfer
Agent and Registrar ........... .. .. The Bank of New York

Calculation Agent ................. The Bank of New York
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SUMMARY FINANCIAL AND OTHER INFORMATION
FOR CATLIN BERMUDA AND ITS SUBSIDIARIES

The following table sets forth a summary of historical consolidated financial and other information for the
CICL Group as at and for the six months ended June 30, 2006 and 2005 and as at and for the years ended
December 31, 2005, 2004 and 2003. The historical consolidated financial information set forth below has been
derived from our unaudited and audited consolidated financial statements included elsewhere in this offering
memorandum. This consolidated financial information should be read in conjunction with and is qualified by
reference to these financial statements and the related notes. The following consolidated statement of operations
and consolidated balance sheet data have been prepared in conformity with accounting principles generally
accepted in the United States of America, or US GAAP.

As at and for the Six

Months
Ended June 30, As at and for the Year
(unaudited) Ended December 31,
2006 2005 2005 2004 2003
(in thousands, except ratios)

Statement of Operations Information
Gross premiums written ................. $ 465,241 $ 396,602 $ 737,184 $§ 442524 $258,042
Net premiums earned. ................... $ 366,661 $ 249,531 $ 551,581 $ 334,938 $164,339
Net investment income and net realized

(losses)/gains on investments ........... 25,475 23,376 47,130 31,481 14,744
Net realized gains/(losses) on foreign

CUITENCY .« vttt et ee e e e e 25,317 (15,444) (16,325) 10,591 7,860
Otherincome .......................... 8,232 17,561 31,877 14,155 13,961
Total revenues . . ....................... 425,685 275,024 614,263 391,165 200,904
Losses and loss expenses ................ 209,706 131,938 475,687 200,031 93,910
Other eXpenses .. ... .. 84,826 57,726 106,691 75,413 26,737
Total expenses . ........................ 294,532 189,664 582,378 275,444 120,647
Income before income taxes .............. 131,153 85,360 31,885 115,721 80,257
Income tax benefit/(expense) ............. 852 (7,814) (12,113) (2,237) (142)
Net income ........................... $ 132,005 $ 77,546 $ 19,772 $ 113,484 §$ 80,115
Balance Sheet Information
Total investments and cash ............... $1,250,879 $ 954,397 $1,101,908 $ 909,614 $545,541
Total assets .. ............. i ... 3,111,555 2,082,725 2,376,152 1,720,227 931,579
Unpaid losses and loss expenses. .......... 942221 439,550 750,947 342,649 129,533
Unearned premiums . .................... 454,647 360,405 369,353 237,675 145244
Total stockholder’s equity ................ 1,078,986 962,912 889,574 896,359 595,971
Other Information
Lossratio(1)..............ovininon.... 57.1% 52.9% 86.2% 59.7% 57.1%
Expense ratio(2) . ........... ..o 23.1% 23.1% 19.3% 22.4% 16.3%
Combined ratio(3) ...................... 80.2% 76.0% 105.5% 82.1% 73.4%
Taxrate(4) . ..oovvi N/A 9.2% 38.0% 1.9% 0.2%

(1) Calculated as losses and loss expenses divided by net premiums earned

(2) Calculated as the total of policy acquisition costs and other expenses, less financing and amortization
expenses, divided by net premiums earned

(3) Total of loss ratio plus expense ratio

(4) Calculated as income tax expense divided by income before income taxes
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RISK FACTORS

You should carefully consider the following factors and other information in this offering memorandum
before deciding to invest in the Shares. Some of these factors apply to the insurance business generally, while
others are specific to Catlin Bermuda, the CICL Group or the Catlin Group. The risks and uncertainties
described below are not the only ones facing us or the Catlin Group. Additional risks and uncertainties not
presently known or risks that are currently deemed immaterial may also impair our business operations and those
of the Catlin Group. If any of the following risks actually occurs, the CICL Group’s and the Catlin Group'’s
business, financial condition or results of operations could be materially adversely affected. In that event, the
value of the Shares could decline, and you might lose all or part of your investment.

Risks Relating to the CICL Group, the Catlin Group and the Insurance Industry

The Catlin Group has in place a structure of systems, controls, and operating procedures that are used across
all operating platforms, including the CICL Group. Intra-Group reinsurance arrangements transfer to us a large
portion of the underwriting risk from the other underwriting subsidiaries of the Catlin Group. As a result, the
risks facing the Catlin Group may also affect the CICL Group. However, investors in the Shares will have
recourse only to the assets of Catlin Bermuda and not to the assets of the Catlin Group. The following discussion
includes risks that apply to the Catlin Group as a whole, as well as risks that are particular to Catlin Bermuda and
the CICL Group. For more information on the systems, controls and operating procedures used by all of the
Catlin Group’s operating platforms, see ‘‘Description of the Catlin Group’’. For more information on intra-group
reinsurance arrangements, see ‘‘Description of Catlin Bermuda and the CICL Group — Related Party Reinsur-
ance Contracts’” and ‘‘Related Party Transactions’’.

The underwriting of insurance and reinsurance risks is, by its nature, a high-risk business. Earnings
can be volatile and losses might be incurred which would have the effect of reducing shareholders’
funds and our ability to pay dividends on the Shares

The assumption of insurance and reinsurance risks is, by nature, a high-risk business. It is not possible to
predict with certainty whether a single risk or a portfolio of risks will result in a loss, or the timing and severity of
any loss that does occur. As a result, earnings of the Catlin Group and the CICL Group may be volatile. Further,
the past results of the Catlin Group and the CICL Group, as well as those of Wellington, are a historical record
and may not necessarily be a reliable guide to future prospects as, among other things, previously profitable
business could become unprofitable; the nature of business written or market conditions could change; reserves
created against future claims could prove to be inadequate; a reinsurance program could be insufficient or the
Catlin Group’s reinsurers could fail or refuse to pay.

It is inherently difficult to forecast the Catlin Group’s or CICL Group’s performance trends and returns. Not
only do underwriting results change but investment returns, which form an important part of the financial return
to the Catlin Group, are also affected by, among other things, interest rates, exchange rates, taxation changes and
other economic events that are outside the Catlin Group’s control. Losses may impact Catlin Bermuda’s ability to
pay dividends on the Shares.

The occurrence of catastrophic events could have a material adverse effect on the Catlin Group’s and
Catlin Bermuda’s financial results and financial condition and on Catlin Bermuda’s ability to pay
dividends on the Shares

The Catlin Group’s and the CICL Group’s property and casualty insurance and reinsurance contracts cover
catastrophic events such as hurricanes, windstorms, hailstorms, earthquakes, volcanic eruptions, fires, industrial
explosions, freezes, floods, riots, acts of terrorism and other natural or man-made disasters. Because the Catlin
Group and the CICL Group underwrite property and casualty insurance and reinsurance and thereby have large
aggregate exposures to natural and man-made disasters, their loss experience generally will include infrequent
events of great severity. These included, in 2005, Hurricanes Katrina, Rita and Wilma, which, in the case of
Katrina, led to the largest insured loss in history. The frequency and severity of catastrophe losses are inherently
unpredictable. Increases in the values and geographic concentrations of insured property and the effects of
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inflation have resulted in increased severity of industry losses in recent years and the Catlin Group expects that
those factors will increase the severity of catastrophe losses in the future. The volatility is compounded by
accounting principles that do not permit the Catlin Group to reserve for such catastrophic events until they occur.
In addition, depending on the nature of the claim, the speed with which claims are made and the terms of the
policies affected, the Catlin Group may be required to make large claims payments upon short notice.
Consequently, losses from catastrophic or extreme events are likely to have a material adverse effect on the Catlin
Group’s and Catlin Bermuda’s results of operations or financial condition and could impact Catlin Bermuda’s
ability to pay dividends on the Shares.

The insurance business is historically cyclical and highly competitive, and as a result the Catlin Group
and the CICL Group expect to experience highly competitive periods with excess underwriting capacity
and unfavorable premium rates

The insurance and reinsurance industry has historically experienced significant fluctuations in pricing and
operating results due to competition, frequency or severity of catastrophic events, levels of capacity, general
economic conditions and other factors. Insurance and reinsurance capacity is related to prevailing premium rates,
the level of insured losses and the level of industry surplus that, in turn, might fluctuate in response to changes in
rates of return on investments being earned in the insurance and reinsurance industry and other factors. As a
result, the insurance and reinsurance business historically has been a cyclical industry characterized by periods of
intense price competition due to excessive underwriting capacity as well as periods when shortages of capacity
permitted favorable premium levels.

Following the extreme hurricane-related losses from 2005, there has been substantial new capital entering
into the insurance industry. This increase in capital, added to retained earnings from a period of profitable
underwriting conditions, could suppress pricing, encourage less favorable policy terms and dilute demand for
some or all of the Catlin Group’s or CICL Group’s products.

In addition to these considerations, changes in the frequency and severity of losses suffered by insureds and
insurers might affect the cycles of the insurance and reinsurance business significantly. The Catlin Group and
Catlin Bermuda expect to continue to experience the effects of this cyclicality, which, during down periods, could
harm their financial condition, profitability or cash flows and Catlin Bermuda’s ability to pay dividends on the
Shares.

In the reinsurance business, other financial institutions are now able to offer services similar to those that the
Catlin Group and the CICL Group offer. Financial institutions have also created alternative capital market
products, such as reinsurance securitization, that compete with reinsurance products. Such alternative products
might be perceived to be more beneficial for some ceding companies than reinsurance offered by reinsurance
companies and could result in lower demand for certain of the Catlin Group’s and CICL Group’s products.

Some of the Catlin Group’s and CICL Group’s competitors have greater name and brand recognition than
the Catlin Group or CICL Group companies. Many of them also have more (in some cases substantially more)
capital and greater marketing and management resources, and might offer a broader range of products and more
competitive pricing than the Catlin Group or the CICL Group does.

The Catlin Group’s and CICL Group’s competitive position is based on many factors, including its perceived
overall financial strength, ratings assigned by independent rating agencies, geographic scope of business, client
relationships, premiums charged, contract terms and conditions, products and services offered (including the
ability to design customized programs), speed of claims payment, reputation, experience and qualifications of
employees and local presence. If competition limits the Catlin Group’s or CICL Group’s ability to write new
business at adequate rates, their profitability and return on capital could be adversely affected.
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The failure of any of the loss limitation methods employed by the Catlin Group or the CICL Group
could have a material adverse effect on the Catlin Group’s or Catlin Bermuda’s financial condition or
their results of operations and on Catlin Bermuda’s ability to pay dividends on the Shares

The Catlin Group and the CICL Group seek to limit their exposure to insurance and reinsurance losses
through a number of loss limitation methods, including internal risk management and security procedures, and
through the purchase of outwards reinsurance. The underwriting processes employed by the Catlin Group and the
CICL Group includes the setting and monitoring of underwriting guidelines, the monitoring and control of risks
written (including peer review) and the ongoing review of premium rate adequacy. See ‘‘Description of the Catlin
Group — Underwriting’’. Underwriting is a matter of judgment involving important assumptions about matters
that are inherently unpredictable and beyond the Catlin Group’s and CICL Group’s control and for which
historical experience and probability analysis might not provide sufficient guidance.

The Catlin Group and the CICL Group seek to limit their loss exposure by various means, including on
occasion by writing coverage on an excess-of-loss basis, setting appropriate per-occurrence and/or aggregate
limits, limiting aggregate exposures, excluding certain risks and otherwise restricting the terms and conditions
they offer. Various provisions in the Catlin Group’s and CICL Group’s policies, such as limitations or exclusions
from coverage or choice of forum, might not be enforceable in the manner the Catlin Group or the CICL Group
intends due to, among other things, disputes relating to coverage and choice of legal forum.

In addition, the Catlin Group and the CICL Group seek to limit their loss exposure by geographic
diversification. Geographic zone limitations involve significant underwriting judgments, including the definition
of probable maximum losses, specification of the areas constituting the zones and the inclusion of a particular
policy within a particular zone’s limits.

Notwithstanding the risk mitigation and underwriting controls employed, one or more catastrophic or other
loss events could result in claims that substantially exceed the Catlin Group’s or CICL Group’s expectations,
which could have a material adverse effect on their financial condition or results of operations, possibly to the
extent of eliminating the Catlin Group’s and CICL Group’s shareholders’ equity, statutory surplus and ability to
pay dividends.

If actual losses exceed the Catlin Group’s or CICL Group’s loss and loss expense reserves, the financial
condition and results of operations, and Catlin Bermuda’s ability to pay dividends on the Shares, could
be significantly adversely affected

Loss and loss expense reserves represent estimates involving legal analysis and interpretation, and actuarial
and statistical projections of the Catlin Group’s and CICL Group’s expectations of the ultimate settlement and
administration costs of claims incurred, including those incurred but not reported (IBNR). The Catlin Group and
the CICL Group utilize both proprietary and commercially available actuarial models as well as historical
industry loss development patterns to establish appropriate loss and loss expense reserves. Unforeseen losses, the
type and magnitude of which the Catlin Group or the CICL Group cannot predict, or losses which exceed the
amount estimated, may emerge in the future. Actual losses and claim expenses paid may deviate, perhaps
substantially, from the reserve estimates reflected in the Catlin Group’s or Catlin Bermuda’s financial statements.

In addition, in relation to its third party reinsurance business, the CICL Group does not separately evaluate
each of the individual risks assumed under reinsurance treaties. As a result, the CICL Group is dependent on the
original underwriting and reserving decisions made by ceding companies. The CICL Group is therefore subject to
the risk that the third party ceding companies might not have adequately evaluated the risks to be reinsured and
that the premiums ceded might not adequately compensate the CICL Group for the risks it assumes or that claims
may not have been adequately reserved or notified by the cedent.

To the extent that the Catlin Group purchases reinsurance, the uncertainties of estimating loss reserves are
exacerbated by the significant periods of time that may elapse between the occurrence of an insured loss, the
payment by the relevant member of the Catlin Group of claims in respect of that loss and the subsequent
indemnification by the reinsurer (or retrocessionaire). The Catlin Group seeks to mitigate this exposure by
purchasing reinsurance and retrocessional protections from parties whom it believes will have the financial
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resources to respond to claims. However, if that proves not to be the case, the relevant member of the Catlin
Group may be required to increase its reserves at the time it identifies a meaningful risk of default with a
corresponding reduction in net income and this could have an adverse impact on profitability.

Under US GAAP, the Catlin Group and the CICL Group are not permitted to establish loss and loss expense
reserves until an event occurs which might give rise to a loss. Once the Catlin Group or CICL Group becomes
aware of such an event, reserves are established based upon estimates of the total losses incurred by the insured or
the ceding insurers and an estimate of the portion of such loss the Catlin Group or the CICL Group has insured or
reinsured. As a result, only loss and loss expense reserves applicable to losses incurred up to the reporting date
(including IBNR) may be set aside, with no allowance for the provision of a contingency reserve to account for
expected future loss events. Losses arising from future events will be estimated and recognized at the time the
loss event is notified.

It is possible that losses in respect of events that have occurred could exceed the Catlin Group’s or CICL
Group’s loss and loss expense reserves and have a material adverse effect on results of operations in a particular
period, their financial position or their ability to pay dividends.

The Catlin Group and the CICL Group are exposed to further losses from the US hurricane events of
2005

As at June 30, 2006, the Catlin Group estimated that the financial impact of the three hurricanes (Katrina,
Rita and Wilma) that caused extensive damage in the Gulf of Mexico and the south-eastern United States during
the second half of 2005 would be a gross loss of approximately $639 million and a net loss, after reinsurance
recoveries, of approximately $360 million. These estimated amounts have been accounted for in the Catlin
Group’s and Catlin Bermuda’s profit and loss accounts as shown in the financial statements included elsewhere
in this offering memorandum.

The Catlin Group has recently acquired Wellington pursuant to a recommended offer made by Catlin Group
Limited for the entire issued and to be issued share capital of Wellington. The Catlin Group therefore now is
exposed to risks associated with the Wellington Group. Wellington’s Syndicate 2020 provides capacity to both the
direct and reinsurance markets that cover assets both onshore and offshore in the geographical area that was
impacted by the 2005 hurricanes in the US. As at June 30, 2006, the Wellington Group’s share of the claims is
estimated to be £187 million (net of reinsurance and including reinstatement premiums). However, it is likely that
the losses arising out of the 2005 hurricanes in the US will only be finally determined after several years.

The Wellington Group’s reinsurance protection for hurricane Katrina is now exhausted and therefore its
share of any further deterioration in the gross ultimate loss recorded by Syndicate 2020 beyond the estimate
referred to above will impact the Catlin Group’s results on a pound for pound basis. Reinsurance protection for
hurricanes Rita and Wilma in respect of property insurance and reinsurance classes is available; however, the
whole account marine reinsurance programme protecting the hurricane Rita loss is exhausted and therefore the
Wellington Group’s share of any deterioration in the ultimate gross loss arising from classes protected by this
programme will also impact the Catlin Group’s result on a pound for pound basis.

Due to the normal course of claims resolution and payment, many of the Catlin Group’s, the Wellington
Group’s and the CICL Group’s exposures from these events are not yet fully settled. Hurricane Katrina is the
largest insured loss in history and claims related to Katrina are still subject to uncertainty, both in respect of the
amount of the original loss and the impact of claims on the reinsurance market. As a result, there is a risk that the
Catlin Group’s, the Wellington Group’s and the CICL Group’s final liability from these hurricane events will
differ significantly from the loss currently estimated.

A substantial portion of the Catlin Group’s and a portion of the CICL Group’s gross exposure to these
events is reinsured. Should there be any significant failure of reinsurers to meet claims on time or at all, the Catlin
Group will still be obliged to respond under the original insurance contracts, and its net losses will be increased to
the extent of any such failure, which could have a material adverse effect on the Catlin Group’s results of
operations and/or liquidity.
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The Catlin Group has significantly expanded its operations in recent years and might not effectively
manage the growth of its operations

In recent years the Catlin Group has significantly expanded its operations through the commencement of
Catlin Bermuda’s operations in Bermuda in 2002, the commencement of Catlin UK and in the United Kingdom
in early 2004. Members of the Catlin Group have recently opened offices in Cologne, Antwerp, Guernsey,
San Francisco, Atlanta, New York, Calgary, Hong Kong, Toronto and Sydney. Catlin UK has also established
various regional offices throughout the United Kingdom. These expansions have increased the Catlin Group’s
gross premiums written and number of employees. The Catlin Group’s ability to manage its growth effectively
will require it to continue to enhance its operations, financial, management and underwriting controls, reporting
systems, policies and procedures, and to train, motivate and manage its employees and, as required, to implement
new management information and control systems. There can be no assurance that the Catlin Group will be able
to enhance its management information and control systems in an efficient and timely manner or that, if
implemented, such enhancements will be adequate to support the Catlin Group’s expanded operations. Any
inability of the Catlin Group to manage successfully its expansion could have a material adverse effect on its
business, results of operations and financial condition.

As part of the Catlin Group’s rapid growth, it will need to be closely familiar with the risk profile of its
expanded operations and manage a more complex allocation of capital resources. If the Catlin Group is unable to
evaluate properly the relevant risks and utilize appropriately its economic capital, the Catlin Group’s business,
results of operations and financial condition could be materially adversely affected.

The Catlin Group’s and CICL Group’s reliance on binding authorities subjects it to certain risks

A proportion of the Catlin Group’s business, and some of the CICL Group’s business, is generated by third-
party coverholders underwriting pursuant to binding authorities, under which authority coverholders write
business on the Catlin Group’s or CICL Group’s behalf. There is no guarantee that, notwithstanding the risk
evaluation and control procedures in place, a coverholder will observe or comply with the terms of its binding
authority, including the parameters within which it may underwrite on the Catlin Group’s or CICL Group’s
behalf. A coverholder that exceeds its authority to underwrite could expose the Catlin Group or CICL Group to
unanticipated underwriting losses. For more information on business written pursuant to binding authorities,
please refer to “‘Description of the Catlin Group — Distribution and Marketing — Third Party Coverholders’’.

Interest rate changes and the Catlin Group’s investment performance might affect its financial condition
and its ability to conduct business and pay dividends and Catlin Bermuda’s ability to pay dividends on
the Shares

The Catlin Group holds significant investments to support its liabilities and its profits will be affected by the
returns achieved on its invested assets. The Catlin Group’s invested assets contain interest sensitive instruments
such as bonds, which could be adversely affected by changes in interest rates. Interest rates are highly sensitive to
many factors, including governmental monetary policies, domestic and international economic and political
conditions and other factors beyond the Catlin Group’s control. Although the Catlin Group attempts to manage
the risks of investing and borrowing in a changing interest rate environment, it might not be able to mitigate
interest rate sensitivity effectively, and a significant increase in rates could have a material adverse effect on the
Catlin Group’s book value. Over the past year, rising US interest rates have caused a decline in the market value
of a number of the Catlin Group’s interest-sensitive assets.

The Catlin Group is also exposed to interest rate changes by virtue of the amounts outstanding under its
credit facilities as described in ‘‘Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Liquidity and Capital Resources — Capital Resources’’. Borrowings under its credit facilities bear
interest at rates that may fluctuate (including where rates are linked to LIBOR). Increases in interest rates would
adversely affect the Catlin Group’s income and the cash flow that would be available for the payment of interest
and principal under its credit facilities and could affect the ability of Catlin Bermuda to pay dividends on the
Shares.
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If reinsurance arrangements are not available under acceptable terms, the financial condition and
results of operations of the Catlin Group could be adversely affected

From time to time, market conditions have limited, and in some cases have prevented, insurers and reinsurers
from obtaining the types and amounts of reinsurance that they consider adequate for their business needs. For
example, following the events of the 2005 hurricane season in the United States, terms and conditions in the
reinsurance and retrocessional markets generally became less attractive for purchasers of reinsurance as the
supply contracted, terms tightened and premium rates increased. The Catlin Group believes it has been able to
arrange appropriate reinsurance for 2006 and will attempt to do so for 2007. However, should this not be the case
or should a similar market disruption occur in the future, the Catlin Group might not be able to obtain its desired
amounts of reinsurance or retrocessional reinsurance. In addition, even if the Catlin Group is able to obtain such
reinsurance or retrocessional reinsurance, it might not be able to negotiate terms that it deems appropriate or
acceptable in terms of price or scope of coverage or obtain such reinsurance or retrocessional reinsurance from
entities with satisfactory creditworthiness.

Since the Catlin Group purchases most of its reinsurance cover on a calendar year basis, there is a mismatch
between the risk exposure inwards which runs across a number of calendar years, and its reinsurance program.
The Catlin Group therefore runs the significant risk of not being able to purchase sufficient reinsurance (either at
all or at an acceptable price) to cover the unexpired portion of risks, with the result that a large loss or losses
might not be protected by any reinsurance. Although the Catlin Group has in the past been able to purchase
suitable reinsurance, there remains a risk that it may not be able to do so in the future.

Reinsurance purchased by the Catlin Group may not be adequate for actual loss experience

The Catlin Group follows the customary insurance practice of reinsuring and retroceding with other
insurance and reinsurance companies a portion of the risks under the insurance and reinsurance contracts that it
writes. These reinsurance and retrocession arrangements are maintained to protect the Catlin Group against the
severity of losses on individual claims and unusually serious occurrences in which a number of claims produce a
large aggregated loss. The amount of coverage purchased is determined by the Catlin Group’s risk appetite
together with the price, quality and availability of such coverage. Coverages purchased for one year will not
necessarily conform to purchases for another year. There can be no assurances that the Catlin Group’s
reinsurance and retrocessional reinsurance protection will be sufficient for all eventualities.

The Catlin Group is subject to the credit risk of its reinsurers

Reinsurance recoverables are the most significant credit risk to the Catlin Group. As of December 31, 2005,
reinsurance recoverables for the Catlin Group totaled $607.4 million, representing approximately 16% of the Catlin
Group’s total assets and reinsurance recoverables for the CICL Group totaled $41.5 million, representing
approximately 2% of the CICL Group’s total assets. As of June 30, 2006, reinsurance recoverables for the Catlin
Group totaled $522.4 million, representing approximately 12% of the Catlin Group’s total assets, and reinsurance
recoverables for the CICL Group totaled $50.5 million, representing approximately 2% of the CICL Group’s total
assets. As a result of the completion of the Wellington offer, the Catlin Group now is exposed also to the Wellington
Group’s reinsurance recoverables. As at June 30, 2006, such reinsurance recoverables totaled £623.3 million,
representing approximately 29% of Wellington’s total assets. A reinsurer’s insolvency, or inability or refusal to
make payments under the terms of any of its agreements with a member of the Catlin Group or Catlin Bermuda,
could have a material adverse effect on the Catlin Group because that member of the Catlin Group and Catlin
Bermuda remain liable to their insureds.

Although reinsurance does not discharge a Catlin Group or CICL Group member from their primary
obligation to pay under an insurance policy for losses insured, or under a reinsurance agreement for losses
assumed, reinsurance does make the assuming reinsurer or retrocessionaire liable to the relevant Catlin or CICL
Group member for the reinsured or retroceded portion of the risk. Collectability of reinsurance and retrocessions
is largely a function of the solvency of reinsurers. The Group Reinsurance Security Committee assesses the
security represented by individual reinsurers using both in-house procedures and market and financial informa-
tion supplied by a third-party consultant. Despite these measures, a reinsurer’s insolvency or inability or
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unwillingness to make payments under the terms of a reinsurance or retrocession arrangement could have a
material effect on the Catlin Group’s financial condition or results of operations.

Certain of the Catlin Group’s underwriting subsidiaries and the Catlin Syndicate and Wellington
Syndicate are rated by independent rating agencies, and a decline in these financial strength ratings
could affect their standing among brokers, agents and customers and cause their sales and earnings to
decrease

Competition in the types of insurance and reinsurance businesses that the Catlin Group, the Wellington
Group and the CICL Group underwrite is based on many factors, including the perceived financial strength of the
insurer or reinsurer and ratings assigned by independent rating agencies. The Catlin Group’s underwriting
subsidiaries are rated by A.M. Best and Standard & Poor’s. The objective of these rating systems is to provide an
opinion of an insurer’s financial strength and ability to meet ongoing obligations to its policyholders.

A.M. Best maintains a letter scale rating system ranging from ‘‘A++’" (Superior) to ‘‘F’’ (In Liquidation). In
2005, A.M. Best affirmed the A (Excellent) ratings of Catlin Bermuda and the Catlin Syndicate. Upon its
establishment in 2005, Catlin UK received an A (Excellent) rating. A.M. Best has recently placed the financial
strength and issuer credit ratings of Catlin Bermuda and other Catlin Group companies under review with
negative implications, and Catlin is actively engaged with A.M. Best to alleviate any concerns that A.M. Best may
have. A.M. Best has announced that it will complete its review in the first quarter of 2007. Standard & Poor’s
maintains a letter scale rating from ‘“‘AAA’’ (Extremely Strong) to ‘‘R’’ (Regulatory Action). In May 2006,
Standard & Poor’s assigned a financial strength rating of ‘“A—"" to both Catlin Bermuda and Catlin UK.
Standard & Poor’s assigned an interactive Lloyd’s Syndicate Assessment of “‘4—"" (low dependency) to the Catlin
Syndicate. The Wellington Syndicate is rated A (Excellent) by A.M. Best, 3pi by Standard & Poor’s and A2 by
Moody’s. Wellington Specialty Insurance Company is rated A— (Excellent) by A.M. Best. There is no guarantee
that these ratings will be maintained in the future, or that the ratings of Catlin Bermuda and other Catlin Group
companies will not be affected adversely by the acquisition of Wellington. A downgrade in any of these ratings
would adversely affect the Catlin Group’s or Catlin Bermuda’s competitive position in the insurance and
reinsurance industries and make it more difficult to market its products. A downgrade could, therefore, result in a
substantial loss of business as insureds, ceding companies, agents and brokers that place business with Catlin
Bermuda or other Catlin Group companies might move to other insurers and reinsurers with higher ratings or
insist on less favorable terms as a condition of continuing to do business. A credit rating downgrade might also
give rise to a right of termination or amendment of the Catlin Group’s credit facilities and/or certain reinsurance
contracts written by members of the Catlin Group.

The majority of cedents and brokers maintain a listing of acceptable reinsurers, generally based upon credit
rating. Failure to qualify for such lists of acceptable reinsurers would seriously reduce the volumes of business
presented to Catlin Bermuda’s reinsurance underwriters. In addition, the need to maintain a high rating could
require additional capital in the future, particularly if the insurance market softens.

The Catlin Group’s and CICL Group’s operating results could be adversely affected by currency
fluctuations

The Catlin Group and the CICL Group are exposed to currency fluctuations, predominantly among US
dollars, pounds sterling, Canadian dollars and euros, which could affect their earnings. The Catlin Group and
Catlin Bermuda operate in a number of countries and therefore the results of their operations are subject to both
currency transaction and translation risk.

Currency transaction risk arises from the mismatch of cash flows due to currency exchange fluctuations. For
example, the UK operations incur expenses in pounds sterling but generate revenues in a number of other
currencies in addition to sterling, predominantly US dollars and euros. These transactional exposures are
managed by converting sufficient cash flows arising in currencies other than pounds sterling into pounds sterling,
for example, including through the use of spot or forward exchange contracts and option contracts, to satisfy
pounds sterling denominated expenses.
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Wellington has progressively reduced its investment in shares of Aspen Insurance Holdings Limited
(““Aspen’’), which is a Bermuda based insurance holding company with operations in the insurance and
reinsurance markets in London, Bermuda and the United States of America, to zero. Wellington holds options to
acquire approximately 3.8 million further Aspen shares (representing approximately 3.6 per cent. of Aspen’s
issued share capital). The Wellington Group has hedged the sterling value of the Aspen shares it could acquire
under the options it has been granted by the use of currency options. Other than as described in this offering
memorandum, no members of the Catlin Group currently engage in any hedging transactions.

Translation risk arises because the Catlin Group and CICL Group report in US dollars, but a significant
portion of the underlying premiums, reserves, operating expenses and acquisition costs are denominated in other
currencies. A portion of the Catlin Group’s loss reserves and investments is also in non-US currencies. The Catlin
Group might, from time to time, experience losses resulting from fluctuations in the values of these currencies
against the US dollar, which could adversely affect its reported results. To minimize exposure to changing rates of
exchange, the Catlin Group seeks to match assets and liabilities by major currency. However, to the extent that
there is a mismatch in net assets, the Catlin Group is exposed to currency fluctuations that could adversely affect
the total profit/(loss) recognized for the financial period. To the extent that the records of subsidiaries might be
maintained in currencies other than US dollars, the Catlin Group is subject to additional translation risk since, on
consolidation, movements in currency exchange rates would affect its operational results.

The terms of the credit facilities available to the Catlin Group impose restrictions on operations, and
may restrict growth, result in a competitive disadvantage and adversely affect its ability to conduct
business

The terms of the credit facilities available to the Catlin Group contain numerous operating and financial
covenants. These covenants limit the Catlin Group’s ability, among other things, to:

* make acquisitions and disposals;

¢ make investments;

* pay dividends and make capital expenditures; and

* borrow more money for operations or capital in the future.

These restrictions could reduce the Catlin Group’s flexibility to respond to changing business and economic
conditions, including increased competition in the insurance industry, and could prevent the Catlin Group from
expanding the business. The Catlin Group’s credit facilities are secured by a combination of fixed and floating
charges. Further information on the Catlin Group’s credit facilities is given in ‘‘Management’s Discussion and
Analysis of Financial Condition and Results of Operations — Liquidity and Capital Resources — Capital
Resources’’.

Compliance with financial covenants in the Catlin Group’s credit facilities presents a risk that alternative
financing may be required if covenants are breached. The financial covenants in the Catlin Group’s credit
facilities contain a number of requirements, in particular, that the Catlin Group’s consolidated net worth and
consolidated borrowings to consolidated net worth remain above agreed levels and that Standard & Poor’s and
A.M. Best’s ratings of Catlin Bermuda do not fall below BBB or B++ respectively. These requirements represent
considerable constraints as they add complexity to capital management and present a risk that alternative
financing could be required if the covenants are breached.

The Catlin Group or CICL Group might require additional capital in the medium or long-term future
that might not be available or might only be available on unfavorable terms

The Catlin Group’s and CICL Group’s future capital requirements depend on many factors, including loss
experience, regulatory changes to capital requirements, the actions of various rating agencies and the Catlin
Group’s and CICL Group’s ability to write business successfully and to establish premium rates and reserves at
levels sufficient to cover losses. To the extent that current capital and the funds generated by the Shares are
insufficient to fund future operating requirements, the Catlin Group or CICL Group might need to raise
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additional funds through financings or curtail its growth and reduce its assets. Any equity or debt financing, if
available at all, could be on terms that are not favorable to the Catlin Group or CICL Group. If the Catlin Group
or the CICL Group cannot obtain adequate capital on favorable terms or at all, its business, financial condition or
operating results could be adversely affected. A more detailed explanation of the regulatory environment in which
the Catlin Group and the CICL Group operate is set out in ‘‘Regulation’’.

The Catlin Group and the CICL Group outsource a number of internal functions

The Catlin Group and the CICL Group make extensive use of outsourcing to third parties to provide a
number of functions, including certain of their loss and claims adjusting, claims payment, premium collection and
bookkeeping functions, as well as investment management and investment accounting. The Catlin Group and the
CICL Group must effectively monitor and audit the performance of these third parties to ensure high standards of
delivery. To the extent that these outsourcing arrangements impact the FSA-regulated entities within the Catlin
Group they are also subject to the FSA’s rules and guidance on outsourcing by regulated firms. In the event that
the FSA were to determine that the performance of these third parties, or any other aspect of the arrangements,
was in some way unsatisfactory, the Catlin Group or CICL Group could be required to alter its existing
arrangements or enter into arrangements with alternative service providers. There can be no assurance that such a
change would not disrupt the Catlin Group’s or CICL Group’s operations, or that the Catlin Group or CICL
Group would be able to find a suitable service provider or enter into new outsourcing arrangements on acceptable
commercial terms. In addition, as regards the FSA-regulated entities within the Catlin Group, to the extent that
any such change to existing outsourcing arrangements or the entering into of new arrangements were to be
regarded as ‘‘material’’, appropriate prior notification would have to be made to the FSA by those regulated
entities in line with the FSA rules and guidance on outsourcing by regulated firms. A failure or delay in providing
any such notice could be cause for sanction by the FSA.

The Catlin Group’s or CICL Group’s computer and data processing systems could fail, be perceived to
be insecure or be subject to third party claims, which could adversely affect its business and damage its
customer relationships

The Catlin Group’s and CICL Group’s business is highly dependent upon the successful and uninterrupted
functioning of its computer and data processing systems. The Catlin Group has developed a proprietary
underwriting system and data warehouse known as ‘‘the FRAME’’ which is used by most of the Catlin Group’s
operating subsidiaries. The Catlin Group and the CICL Group rely on these systems for critical elements of their
business process, including, for example, entry and retrieval of individual risk details, premium and claims
processing, monitoring aggregate exposures and financial and regulatory reporting. The Catlin Group has trained
staff committed to the development and maintenance of these systems. However, the failure of these systems
could interrupt the Catlin Group’s or CICL Group’s operations or materially impact their ability to conduct
business. The Catlin Group and the CICL Group rely on their own staff to repair any flaws or damage to the
system and, if sustained or repeated, a system failure could result in the loss of existing or potential business
relationships, or compromise the Catlin Group’s or CICL Group’s ability to pay claims in a timely manner or give
rise to regulatory implications, which could result in a material adverse effect on the Catlin Group’s or CICL
Group’s financial condition and results of operations. The Catlin Group’s insurance might not adequately
compensate it for material losses that could occur due to disruptions in its service as a result of computer and data
processing systems failure.

The Catlin Group and the CICL Group retain confidential information regarding their business dealings in
computer systems. Therefore, a security breach of the Catlin Group’s or CICL Group’s computer systems could
damage their reputation or result in liability. The Catlin Group or the CICL Group might be required to spend
significant capital and other resources to protect against such breaches or to alleviate problems caused by such
breaches. Any publicized compromise of security could deter transactions involving the transmission of
confidential information. Despite existing security measures, the Catlin Group’s and the CICL Group’s data
infrastructure could still be vulnerable to physical break-ins, computer viruses, programming errors, infiltration
or attacks by third parties or similar disruptive problems, any of which could have a material adverse effect on the
Catlin Group’s or Catlin Bermuda’s financial condition and results of operations.
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The protection provided by the US Terrorism Risk Insurance Act is uncertain

The US Terrorism Risk Insurance Act, or TRIA, requires the Catlin Group and the CICL Group in certain
circumstances to offer coverage against acts of terrorism to US insureds. TRIA also imposes various
administrative and record-keeping obligations on the Catlin Group and the CICL Group. In exchange, the US
government is required to reimburse insurers for certain losses arising out of certain terrorist acts in accordance
with the terms of TRIA. No terrorist events have occurred since the passage of TRIA that would trigger its
application, so there remains considerable uncertainty as to how the act would operate in practice. If in the event
of a qualifying terrorist attack the US government did not provide reimbursement to the Catlin Group or the
CICL Group in accordance with the Catlin Group’s expectations, the Catlin Group’s financial results could be
detrimentally impacted.

TRIA was originally scheduled to expire on December 31, 2005, but in 2005 was extended until
December 31, 2007. There can be no assurance that TRIA will be continued beyond 2007.

The Catlin Group and the CICL Group depend on brokers and coverholders to distribute their products;
the loss of business provided by brokers and coverholders could have a material adverse effect

The Catlin Group and the CICL Group rely heavily on brokers to distribute their products. Brokers are
independent and therefore no broker is committed to recommend or sell the products of the Catlin Group or the
CICL Group. The Catlin Group’s and CICL Group’s relationships with their brokers are important, and the
failure, inability or unwillingness of brokers to market the Catlin Group’s or CICL Group’s products could have a
material adverse effect on their financial performance.

In addition, the Catlin Group and the CICL Group use a large number of coverholders to distribute their
products. Coverholders could, subject to applicable notice provisions, cease doing business with the Catlin Group
or Catlin Bermuda at any time. The loss or deterioration of one or more of these relationships could adversely
affect the Catlin Group’s or Catlin Bermuda’s financial condition. The Catlin Group and the CICL Group might
not be successful in maintaining their current relationships with their significant coverholders, which could have a
material adverse effect on their financial condition or their results of operations.

In addition, the brokers and coverholders present a credit risk to the Catlin Group and the CICL Group. In
accordance with industry practice, the Catlin Group and the CICL Group generally pay amounts owed on claims
under their insurance and reinsurance contracts to brokers, and these brokers, in turn, pay these amounts to the
clients that have purchased insurance or reinsurance from the Catlin Group or CICL Group. If a broker fails to
make such a payment, it is highly likely that the Catlin Group or CICL Group will be liable to the client for the
deficiency because of local laws or contractual obligations. Likewise, in certain jurisdictions, when the insured or
ceding insurer pays premiums for these policies to brokers for subsequent payment to the Catlin Group or CICL
Group, these premiums might be considered to have been paid and the insured or ceding insurer will no longer be
liable to the Catlin Group or CICL Group for those amounts, whether or not they actually received the premiums
from the broker. Consequently, the Catlin Group and the CICL Group assume a degree of credit risk associated
with brokers around the world with respect to most of their insurance and reinsurance business.

The European Competition Commission is conducting an inquiry into business insurance

In June 2005, the European Competition Commission opened its sector inquiry into business insurance. The
inquiry is focused on removing barriers to entry within the European business insurance market and removing
anti-competitive practices. This is likely to involve a review of the use of standard policy provisions, the role of
insurers’ associations and other agreements between insurance and reinsurance market participants. The
Commission is expected to publish its findings in the first quarter of 2007. It is possible that individual
enforcement action may then occur. There can be no assurance that the outcome will not have an adverse impact
on the Catlin Group and/or CICL Group.
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The regulatory systems under which the Catlin Group and the CICL Group operate, and potential
changes to these systems, could have a material adverse effect on their business

The conduct of insurance and reinsurance business activities is subject to legal requirements and
governmental and quasi-governmental supervision in the various jurisdictions in which the Catlin Group and the
CICL Group operate.

The Catlin Group’s and the CICL Group’s ability to conduct insurance and reinsurance business in different
countries generally requires the holding and maintenance of various licenses, permissions or authorizations, and
compliance with rules and regulations promulgated from time to time in these jurisdictions.

A failure to comply with rules and regulations could, in any jurisdiction, lead to, among other things,
disciplinary action, the imposition of fines or the suspension or revocation of licenses, permissions or
authorizations to conduct the Catlin Group’s or CICL Group’s business in that jurisdiction, which could have a
material adverse effect on the continued conduct of business in a particular jurisdiction. Among other things,
insurance laws and regulations applicable to members of the Catlin Group could:

* require the maintenance of certain solvency levels;

¢ regulate transactions, including transactions with affiliates and intra-group guarantees;
* in certain jurisdictions, restrict the payment of dividends or other distributions;

¢ require the disclosure of financial and other information to regulators; or

¢ establish certain minimum operational requirements or customer service standards such as the timeliness
of finalized policy language (“‘contract certainty’’) or lead time for notice of non-renewal or changes in
terms and conditions.

Over the past few years, the insurance industry in the United States, the United Kingdom, Bermuda, Europe
and other markets in which the Catlin Group and Wellington Group operate has been subject to increased scrutiny
by regulatory bodies, and such increased scrutiny can be expected to continue in the future. This scrutiny has led
to changes in certain legal and regulatory provisions which govern the operations of the Catlin Group and the
CICL Group, and it can be expected that further reviews and changes to applicable laws and regulations will
occur in the future. Neither the Catlin Group nor the CICL Group can predict the effect that any proposed or
future law or regulation might have on their financial condition or results of operations. It is possible that the
CICL Group or any of the other Catlin Group entities could be adversely affected by changes in applicable laws
or regulations or in their interpretation or reinforcement.

In particular, changes in regulatory capital requirements in the United States, the United Kingdom or
Bermuda would impact upon the level of capital reserves required to be maintained by individual Catlin Group
entities or by the Catlin Group.

The Council of Lloyd’s has certain wide discretionary powers to regulate members of Lloyd’s. It can, for
instance, vary the method by which the capital solvency ratio is calculated or the investment criteria applicable to
funds at Lloyd’s. Any such variation might affect the Catlin Syndicate’s and the Wellington Syndicate’s overall
premium limit or further restrict the use of the Catlin Group’s capital. In addition, US regulators require Lloyd’s
syndicates trading in certain business in the United States to maintain minimum deposits (which are the subject of
various trusts established in the United States, referred to as the US trust funds) as protection for US
policyholders. Accordingly, in the event of a major claim arising in the United States, for example from a major
catastrophe, syndicates participating in such US business may be required to make cash calls to meet claims
payment and deposit funding obligations. Lloyd’s regulations currently restrict the distribution of monies to
members of a syndicate for an underwriting year of account until a period of 36 months has expired, subject to
the managing agent’s discretion to pay out interim profits after one year. There is also a limited ability for
managing agents to withdraw funds from US trust funds other than at the quarterly revision periods.

Any increase in the capital requirements for the Catlin Syndicate or the Wellington Syndicate or an
obligation to grant additional funding for the US trust funds would particularly affect the CICL Group, which
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typically provides, through intra-group financing arrangements, the funds necessary to meet Lloyd’s
requirements.

For further information on the various laws and regulations affecting the business of the Catlin Group and
the CICL Group, please refer to ‘‘Regulation’’.

The Catlin Group and the CICL Group could be affected by the loss of one or more key employees

The business of the Catlin Group and the CICL Group might be adversely affected if certain key individuals
cease to be employed by the Catlin Group or the CICL Group or if their services otherwise cease to be available.
It might be very difficult for the Catlin Group or CICL Group to compensate for the loss of certain key members
of senior management. In addition, there is a risk that an underwriter or entire underwriting team for a class of
business could leave the Catlin Group or the CICL Group, which could limit their and/or their relevant
underwriting platform’s ability to carry on business in certain classes of insurance.

If the Catlin Group or CICL Group underestimates the outcome of litigation, their profitability and
ability to pay dividends might be adversely impacted

The Catlin Group and the CICL Group are involved in litigation in the normal course of their insurance
operations and the probable outcome of all such litigation is taken into account in the assessment of claims
provisions. If the outcome of such litigation is underestimated, the Catlin Group’s or CICL Group’s results, and
their ability to pay dividends, could be impacted accordingly.

Litigation (including litigation to which the Catlin Group entities are not a party such as litigation involving
their insureds under third party liability policies or their reinsureds) might have an adverse impact upon the Catlin
Group’s and the CICL Group’s business in that decisions of the courts may increase their claims costs under
affected contracts or, more generally, might expand the scope of legal liabilities for the Catlin Group or its
insureds and reinsureds. Such an expansion of liability could increase the amount of claims which have to be paid
by the Catlin Group or the CICL Group.

Risks relating to Lloyd’s and other regulatory matters
General

The Catlin Group operates in a regulated industry. Its underwriting activities are regulated partly by the FSA
and partly by Lloyd’s. The regulators have substantial powers of intervention in relation to the companies and
members of Lloyd’s which they regulate, including the power to prevent them from carrying out or effecting
contracts of insurance.

European Directives affect the regulation governing the carrying on of insurance business in the
United Kingdom. A new Directive covering the prudential supervision of insurance companies is being developed
to replace the existing insurance Directives. The new insurance Directive is presently under consultation and is
unlikely to come into force before 2010. Likewise, there is a new reinsurance Directive currently under
consultation, which was mostly implemented in the UK by December 31, 2006, although there are some
provisions remaining which must be implemented by December 2007. There can be no assurance that future
legislation will not have an adverse effect on the Catlin Group and/or CICL Group.

Lloyd’s franchise obligations and the business plan

Following the introduction of the proposals made by the Chairman’s Strategy Group for the modernisation
of the Lloyd’s market, all Lloyd’s managing agencies are required to comply with Lloyd’s franchise principles
and have their syndicate business plan approved by the Lloyd’s Franchise Board. The Lloyd’s Franchise Board
may require changes to any business plan presented to it for approval, which could lead to a change in business
strategy which may have an adverse effect on the Catlin Group’s and/or CICL Group’s financial condition and
operating results.
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Value of Funds at Lloyd’s

A proportion of the Catlin Group’s Funds at Lloyd’s is provided by means of secured investments. The
capital value of these investments may fall as well as rise and the income derived from them may fluctuate.
Should the value of the Funds at Lloyd’s of the Catlin Group be reduced due to changes in value or to meet
underwriting or other relevant liabilities, the Catlin Group’s underwriting capacity may be reduced. Lloyd’s also
has the power to reduce the underwriting capacity of the Catlin Group or to prohibit the Catlin Group’s corporate
members from underwriting if at any time the value of its total Funds at Lloyd’s falls by more than 10% from the
funds required at the last coming into line exercise and such shortfall is not made good by the Catlin Group,
which might not always be possible. A reduction in the Catlin Group’s underwriting capacity could adversely
affect its financial condition and operating results, which in turn may adversely affect the CICL Group’s financial
condition and operating results.

Risk based capital

The capital solvency ratio which is required by Lloyd’s to be maintained by the Catlin Group’s corporate
members in the form of Funds at Lloyd’s to support the underwriting activities of such corporate member is
determined by a risk based capital assessment in accordance with the rules in the FSA’s Lloyd’s specialist
sourcebook and the integrated prudential sourcebook. This calculates the capital requirement by taking account of
the type, volume and diversification of the business underwritten, and applying various stress tests and scenario
analyses to allow for underwriting liquidity, market, operational and other risks. The process and the method by
which the capital requirement is calculated may alter from year to year and the Catlin Group’s future
underwriting capacity may be reduced as a consequence, which in turn may have material adverse consequences
for the Catlin Group’s results. Any such adverse consequences also could adversely affect the CICL Group’s own
financial condition and operating results. In addition, since 1 July 2006, Lloyd’s managing agents are now
required to comply with the FSA’s prudential requirements, which provide for, inter alia, an enhanced capital
requirement and a new requirement for managing agents to assess the financial resources needed to support the
risks of the insurance business that they manage, taking account of the underlying risks, the effectiveness of
controls that mitigate those risks and stress and scenario tests. This new individual capital adequacy requirement
aims to achieve a better assessment of the capital needed to support each syndicate, based on modeling individual
syndicate robustness under a number of possible scenarios. Any failure by the Catlin Group to comply with these
requirements could affect the amount of business which the Catlin Group may underwrite and/or could result in
sanctions being imposed by the FSA, which in turn could adversely affect the CICL Group.

Risk of Equitas failure

In the event that Equitas, the entity into which 1992 and prior years have been reinsured, were to fail,
Lloyd’s could be required to consider whether it wished to make good any shortfall or replenish the regulatory
deposits which may have been used to meet policyholder claims. This might require the use of the New Central
Fund (see below), following prior approval of the members of Lloyd’s in general meeting. If the New Central
Fund were to be used for either of these purposes, an additional New Central Fund levy might be imposed,
subject to approval by vote, on all members underwriting on the relevant year of account in proportion to their
underwriting capacity, although this levy might be weighted towards continuing members having an exposure to
any unpaid liability in respect of 1992 and prior underwriting years. Any such levy could adversely affect the
Catlin Group’s and CICL Group’s respective financial condition and operating results.

Regulatory authorities in a number of jurisdictions require the maintenance of deposits for the protection of
policyholders as a condition of their regulatory approval and accreditation of Lloyd’s. If Equitas were to fail to
meet its liabilities in full, the deposit in place at that time could be vulnerable to seizure by regulators or
policyholders. The Lloyd’s market would have to consider making good any part of the deposit required to be
used to meet its liabilities, or risk being unable to continue to do business in the relevant jurisdiction. The seizure
of such deposits could have an adverse impact on the Catlin Group’s and CICL Group’s financial condition and
operating results. While the risk of failure of Equitas has diminished following the agreement with National
Indemnity Company, a subsidiary of Berkshire Hathaway Inc., to reinsure the bulk of Equitas’s liabilities, some
risk of failure remains.
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The New Central Fund

Despite the principle that each member of Lloyd’s is only responsible for the proportion of risk written on its
behalf, the New Central Fund acts, inter alia, as a policyholders’ protection fund to make payments where other
members have failed to pay valid claims. The Council may resolve to make payments from the New Central Fund
for the advancement and protection of policyholders, which could lead to additional or special levies being
payable by the Catlin Group. This, in turn, could adversely affect the Catlin Group’s and CICL Group’s financial
and operating results.

Lloyd’s solvency

The FSA requires Lloyd’s to satisfy an annual solvency test. The solvency requirement is in essence that
Lloyd’s has sufficient assets in the aggregate to meet all outstanding liabilities of its members, both current and in
run-off. If Lloyd’s fails to satisfy the test in any year, the FSA may require Lloyd’s to cease trading and/or
members to cease or reduce underwriting. In the event of Lloyd’s failing to meet any solvency requirement, either
the Society of Lloyd’s or the FSA may apply to the court for a Lloyd’s Market Reorganisation Order (‘' LMRO’).
On the making of an order a ‘‘reorganisation controller’’ is appointed, and for its duration, a moratorium is
imposed preventing any proceedings or legal process from being commenced or continued against any party that
is the subject of such an order, which if made, would apply to the market as a whole, including members, former
members, managing agents, members’ agents, Lloyd’s brokers, approved run-off companies and coverholders
unless individual parties are specifically excluded.

Lloyd’s credit rating

The ability of Lloyd’s syndicates to trade in certain classes of business at current levels is dependent on the
maintenance of a satisfactory credit rating issued by an accredited rating agency. The financial security of the
Lloyd’s market is regularly assessed by three independent rating agencies, A.M. Best, Standard & Poor’s and
Fitch Ratings. The Catlin Group’s Syndicate 2003 and the Wellington Group’s Syndicate 2020 each benefit from
Lloyd’s current ratings and would be adversely affected if the current ratings were downgraded from their present
levels. This in turn could adversely affect the CICL Group’s financial condition and operating results.

Lloyd’s trading licenses

Lloyd’s worldwide insurance and reinsurance business is subject to local regulation. Changes in such
regulation may have an adverse effect on members generally and on the Catlin Group and CICL Group.

Lloyd’s charges

Lloyd’s imposes a number of charges on businesses operating in the Lloyd’s market, including, for example,
annual subscriptions and central fund levies for members and policy signing charges. The bases and amounts of
these charges may be varied by Lloyd’s and could adversely affect the Catlin Group’s and CICL Group’s
financial condition and operating results.

Lloyd’s US trading arrangements

The US Situs Trust Deeds require syndicates transacting certain types of business in the United States to
maintain minimum deposits as protection for US policyholders. These deposits represent the syndicates’
estimates of unpaid claims liabilities (less premiums receivable) relating to this business, adjusted for provisions
for potential bad debt on premiums earned but not received and for any anticipated profit on unearned premiums.
No credit is generally allowed for potential reinsurance recoveries. The New York Insurance Department and the
US National Association of Insurance Commissioners currently require funding of 30% of gross liabilities in
relation to insurance business classified as ‘“Surplus Lines’’. The ‘‘Credit for Reinsurance’’ trust fund is usually
required to be funded at 100% of gross liabilities. The funds contained within the deposits are not ordinarily
available to meet trading expenses. US regulators may increase the level of funding required or change the
requirements as to the nature of funding.
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Accordingly, in the event of a major claim arising in the United States, for example from a major
catastrophe, syndicates participating in such US business may be required to make cash calls to meet claims
payments and deposit funding obligations. This could adversely affect the Catlin Group’s and CICL Group’s
financial performance.

Judicial proceedings or regulatory action may affect business practices

A complaint filed by Eliot Spitzer, the Attorney General of New York State, on behalf of the people of the
State of New York on 14 October 2004, in the Supreme Court of the State of New York County and New York
made formal allegations of anti-competitive and fraudulent behaviour against Marsh & McLennan Companies,
Inc. and Marsh Inc., and against certain insurance companies in the United States arising from broker
remuneration practices. Also, other brokers including A J Gallagher, Aon and Willis were subject to investigation
by other US agencies. That activity has resulted in settlements with Aon, A J Gallagher, Marsh, and Willis.
Restitutionary funds amounting to some US$1.1 billion have been set up for policyholders to be compensated for
broker use of contingent commission arrangements. None of Catlin Group Limited, Wellington or Catlin
Bermuda is a named party in these proceedings. Investigations have been undertaken by other Attorneys General
from other States, including but not confined to the States of California and Connecticut. Some of these
investigations have resulted in the filing of a complaint, whilst others are still at the information gathering stage.
Catlin Group Limited and Wellington have responded to queries from various state insurance commissioners but
so far as Catlin Group Limited and Catlin Bermuda are aware no investigation is ongoing with respect to the
Catlin Group or the CICL Group. These investigations have, however, created uncertainty over certain insurance
business practices in the United States and there can be no assurance that the United States market will continue
to operate in the same manner as that in which it currently operates or that other United States market participants
will remain unaffected. Whilst the FSA has stated that it is monitoring events in the United States, it has not
publicly stated that it is undertaking any investigation in relation to market practices in the United Kingdom. Any
of the FSA’s or competition authority’s investigations or any other investigations of the regulatory systems under
which the Catlin Group operates, and consequent potential changes thereto, could have a material adverse effect
on the business of the Catlin Group and/or CICL Group.

Investigation by the Insurance Commissioner for the State of Georgia, United States

The Insurance Commissioner for the State of Georgia, United States, has announced that he is conducting an
investigation into the use of finite insurance and reinsurance and potential manipulation of financial statements.
The Georgia Insurance Department has issued subpoenas to a number of participants in the insurance market in
the United States and Europe (including the United Kingdom). The investigation is at the information gathering
stage. There can be no assurance that the results of this investigation will not affect insurance business practices.
Catlin Group Limited and Wellington have responded to queries from the commissioner but so far as Catlin
Group Limited and Catlin Bermuda are aware no investigation is ongoing with respect to the Catlin Group or the
CICL Group.

Investigation by the Securities and Exchange Commission and the US Attorney for the Southern District
of New York

The Securities and Exchange Commission (‘“SEC’’) and the US Attorney for the Southern District of New
York (‘“‘USAO’’) have started an investigation into the use of finite insurance and reinsurance products. The
Society of Lloyd’s was requested by the SEC and USAO to gather information on insurance and reinsurance
business of a finite nature from all managing agents conducting business through their syndicates at Lloyd’s. This
investigation is at the information gathering stage. There can be no assurance that the results of this investigation
will not affect insurance business practices. Catlin Group Limited and Wellington have responded to queries from
the SEC and USAO but so far as Catlin Group Limited and Catlin Bermuda are aware no investigation is ongoing
with respect to the Catlin Group or the CICL Group.
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Risks relating to the Wellington acquisition

The Catlin Group may not achieve, or may have difficulty achieving, the expected benefits of the
Wellington acquisition.

The Catlin Group may not realize the expected benefits and synergies associated with the Wellington
acquisition or may encounter difficulties in achieving these anticipated benefits. There can be no assurance that
the Catlin Group will realize these benefits in the time expected or at all. In addition there can be no assurance
that the costs of the implementation of the expense savings programme will not exceed those estimated by the
Catlin Group.

Following completion of the Wellington acquisition it now is necessary to integrate the Wellington
businesses into the Catlin Group’s own. Implementation of the planned integration (including realization of the
forecast benefits) will be challenging within the timeframe contemplated. Successful implementation of this
programme will require a significant amount of management time and, thus, may affect or impair management’s
ability to run the business effectively during the period of implementation. In addition, the Catlin Group may not
have, or be able to retain, personnel with the appropriate skill sets for the tasks associated with the integration
programme, which could adversely affect the implementation of the Catlin Group’s plans. This integration may
take longer than expected or difficulties relating to the integration, of which the Directors are not yet aware, may
arise. This could have a negative impact post-acquisition on the Catlin Group’s results of operations.

Risks relating to forward-looking statements

A number of factors could cause actual results of the Catlin Group or the CICL Group to differ
materially from the forward-looking statements in this document

While this “‘Risk Factors’ section of this offering memorandum alludes to material risks, the risks listed
above do not necessarily comprise all those associated with an investment in Catlin Bermuda. In addition, this
document contains forward-looking statements which involve unknown risks, uncertainties and other factors
which could cause the actual results, financial condition, performance or achievements of the Catlin Group or
Catlin Bermuda to be materially different from any future results, performance or achievements expressed or
implied by such forward-looking statements. Factors that might cause such a difference include, but are not
limited to, those discussed in this section ‘‘Risk Factors’’.

Risks Relating to Taxation
Catlin Bermuda may become subject to taxes in Bermuda after 2016

Catlin Bermuda has received the standard assurance from the Bermuda Minister of Finance, under
Bermuda’s Exempted Undertakings Tax Protection Act 1966, as amended, that if any legislation is enacted in
Bermuda that would impose tax computed on profits or income, or computed on any capital asset, gain or
appreciation, or any tax in the nature of estate duty or inheritance tax, then the imposition of any such tax shall
not be applicable to Catlin Bermuda or to any of its operations or to its shares, debentures or other obligations
until March 28, 2016. Consequently, if Catlin Bermuda’s Bermuda tax exemptions are not extended past
March 28, 2016, it may be subject to Bermuda tax after that date.

The impact of the OECD’s review of harmful tax practices is uncertain

The Organization for Economic Cooperation and Development, or OECD, has published reports and
launched a dialogue among members and non-members on measures to limit harmful tax practices. These
measures are directed at counteracting the effects of tax havens and preferential tax regimes around the world.

Bermuda is not currently listed as a tax haven and, in response to the review, has committed to adopt
international standards for fair tax competition, transparency and disclosure. It is not clear what further changes
will result from this ongoing commitment or whether such changes will subject Catlin Bermuda or the Catlin
Group to additional taxes.
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Shareholders’ investment could be materially and adversely affected if Catlin Bermuda is deemed to be
engaged in business in the United States

Catlin Bermuda believes that Catlin Bermuda and its non-US subsidiaries, other than Catlin UK, operate in
such a manner that they are not subject to US federal tax (other than US excise tax on reinsurance premiums and
withholding tax on certain investment income from US sources) because they do not engage in a trade or business
in the United States. Nevertheless, because definitive identification of activities which constitute being engaged
in a trade or business in the United States is not provided by the US Internal Revenue Code of 1986, as amended
(the ““‘Code’’), or regulations or court decisions, there can be no assurance that the US Internal Revenue Service
(the ““IRS’*) will not contend that Catlin Bermuda or one or more of such non-US subsidiaries are engaged in a
trade or business in the United States, in which case your investment in Catlin Bermuda could be materially and
adversely affected.

Catlin UK conducts business in the United States through a permanent establishment. Although there can be
no assurance, Catlin Bermuda believes that Catlin UK should be entitled to the benefits of the income tax treaty
between the United Kingdom and the United States (the ““UK-US Treaty’’). As a result, Catlin UK should only
be liable for US federal income tax on income that is attributable to its permanent establishment and withholding
tax on certain US-source investment income.

Under certain circumstances, a Shareholder may be required to pay taxes on his pro-rata share of
related party insurance income of Catlin Bermuda and its non-US insurance company subsidiaries

If in any taxable year 25% or more of the total combined voting power or total value of Catlin Bermuda or
any non-US insurance company subsidiary is owned by US persons (directly, indirectly or constructively), such
insurance company would be a ‘‘controlled foreign corporation’’, or CFC, under the ‘‘related person insurance
income’” (“‘RPII’’) provisions of the Code. In that event, if the RPII of such insurance company equals or
exceeds 20% of such insurance company’s gross insurance income and direct or indirect insureds (and persons
related to such insureds) own (or are treated as owning) 20% or more of the voting power or value of the shares of
such insurance company, a US person that owns Shares directly or indirectly on the last day of the taxable year
would be required to include in its income for US federal income tax purposes its share of the RPII of such
insurance company for the portion of the taxable year during which such insurance company was a CFC under the
RPII provisions, whether or not distributed, even though such US person may not have owned the Shares
throughout such period. There can be no assurance that the RPII of Catlin Bermuda or any of its non-US
insurance company subsidiaries will not equal or exceed 20% of Catlin Bermuda’s or the non-US subsidiary’s
gross insurance income in any taxable year and that ownership of shares of Catlin Bermuda or any of its non-US
subsidiaries by direct or indirect such insureds and related persons will not equal or exceed the 20% threshold
described above.

The RPII rules provide that if a sharcholder that is a US person disposes of shares in a non-US insurance
company that has RPII (even if the amount of RPII is less than 20% of the company’s gross insurance income)
and in which US persons own directly, indirectly or constructively 25% or more of the shares, any gain from the
disposition will generally be treated as ordinary income to the extent of the shareholder’s share of the company’s
undistributed earnings and profits that were accumulated during the period that the shareholder owned the shares
(whether or not such earnings and profits are attributable to RPII). In addition, such a sharcholder will be
required to comply with certain reporting requirements, regardless of the amount of shares owned by the
shareholder. If Catlin Bermuda is a CFC under the RPII provisions, these rules generally will apply to
dispositions of Shares by a US person. See ‘‘Taxation — United States Taxation — Taxation of Shareholders —
Dispositions of Shares’” below.

US Persons who hold Shares will be subject to adverse tax consequences if Catlin Bermuda is considered to
be a passive foreign investment company for US federal income tax purposes

Catlin Bermuda does not expect to become in 2007 a ‘‘passive foreign investment company’’, or PFIC, for
US federal income tax purposes. There can be no assurance, however, that Catlin Bermuda will not be a PFIC for
2007 or any subsequent year. If Catlin Bermuda were considered a PFIC, it could have material adverse tax
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consequences for an investor that is subject to US federal income taxation, including subjecting the investor to a
greater US tax liability than might otherwise apply. See ‘‘Taxation — United States Taxation — Taxation of
Shareholders — Passive foreign investment company’’ below.

Risks Relating to the Shares
Dividends on the Shares are non-cumulative

Dividends on the Shares are non-cumulative. Consequently, if our board of directors or a duly authorized
committee of the board of directors does not authorize and declare a dividend for any dividend period, holders of
the Shares would not be entitled to receive any such dividend, and such unpaid dividend will cease to accrue and
be payable. We will have no obligation to pay dividends accrued for a dividend period after the dividend payment
date for such period if our board of directors or a duly authorized committee of the board has not declared such
dividend before the related dividend payment date, whether or not dividends are declared for any subsequent
dividend period with respect to the Shares or any other preferred shares or parity stock we may issue.

Our ability to declare and pay dividends on the Shares will be limited by law and by the ability of our
subsidiaries to pay dividends or extend loans

We are subject to Bermuda regulatory constraints that will affect our ability to pay dividends and make other
payments. Under the Bermuda Companies Act 1981 we may declare or pay a dividend or make a distribution out
of contributed surplus only if, among other things, we have reasonable grounds for believing that we are, or would
after the payment be, able to pay our liabilities as they become due or if the realizable value of our assets would
thereby not be less than the aggregate of our liabilities and issued share capital and share premium accounts. Our
ability to pay dividends may also be affected by our obligations under the Catlin Group’s credit facilities. Further
information on the Catlin Group’s credit facilities is given in ‘‘Management’s Discussion and Analysis of
Financial Condition and Results of Operations — Liquidity and Capital Resources’’. Any inability of Catlin
Bermuda to pay dividends could cause the market price of the Shares to decline.

Furthermore, we will depend in part on dividends from direct and indirect subsidiaries to pay dividends on
the Shares. The inability of our direct and indirect subsidiaries to pay dividends to us could have a material
adverse effect on our business and our ability to pay dividends.

The Shares may not be a suitable investment for all investors

Each potential investor in the Shares must determine the suitability of its investment in light of its own
circumstances. In particular, each potential investor should:

¢ have sufficient knowledge and experience to make a meaningful evaluation of the Shares, the merits and
risks of investing in the Shares and the information contained or incorporated by reference in this offering
memorandum;

* have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its particular
financial situation, an investment in the Shares and the impact such investment will have on its overall
investment portfolio;

¢ have sufficient financial resources and liquidity to bear all of the risks of an investment in the Shares,
including where the currency for principal or interest payments is different from the potential investor’s
currency;

¢ understand thoroughly the terms of the Shares; and

* be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for economic,
interest rate and other factors that may affect its investment and its ability to bear the applicable risks.
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The Shares have no fixed final redemption date

The Shares have no fixed final redemption date and holders of Shares have no rights to call for the
redemption of the Shares. Although Catlin Bermuda may redeem the Shares in certain circumstances at its
option, there are limitations on its ability to do so. Therefore, holders of Shares should be aware that they may be
required to bear the financial risks of an investment in the Shares for an indefinite period of time.

An active market for the Shares may fail to develop

Prior to the offering there has been no market for the Shares and there can be no assurance that an active
market for the Shares will develop and, if such a market were to develop, neither the initial purchasers nor any
other person are required to maintain such a market. The liquidity and the market prices for the Shares can be
expected to vary with changes in market and economic conditions generally and in Catlin Bermuda’s financial
condition and prospects in particular, as well as in response to other factors that generally influence the market
prices of securities.

We are controlled by Catlin Group Limited, which owns all of our common shares, and holders of the
Shares have limited voting rights

We are controlled by Catlin Group Limited, a Bermuda company listed on the London Stock Exchange that
owns all of our common shares. The interests of Catlin Group Limited may not be the same as your interests as a
holder of Shares. Holders of Shares will not possess any voting rights, except in certain limited circumstances,
and generally will not be entitled to appoint, change or increase or decrease the number of directors of Catlin
Bermuda. Accordingly, other than in certain specified circumstances, the Shares may have no voting rights with
respect to certain matters upon which Catlin Group Limited, as the holder of all of our common shares, may be
entitled to vote. See ‘‘Description of the Shares — Voting Rights’’.

The Shares are subordinated to our existing and future debt and the obligations of our subsidiaries

The holders of our indebtedness will have prior rights with respect to any proceeds distributed in connection
with any insolvency, liquidation, reorganization, dissolution or other winding up of our business. This may have
the effect of reducing the amount of proceeds in connection with any insolvency, reorganization, dissolution or
other winding up of our business paid to you as a holder of the Shares. Payment of amounts due on the Shares
will be subordinated to all of our existing and future debt and will be structurally subordinated to existing and
future obligations of Catlin Bermuda’s subsidiaries.

We are a Bermuda company and it may be difficult for you to enforce judgments against us

Catlin Bermuda is a Bermuda company and a substantial portion of our assets are or may be located in
jurisdictions outside the United States. It may therefore be difficult for investors to effect service of process
against us or to enforce against us any claim they may have arising under, or any judgments of, US courts,
including judgments predicated upon the civil liability provisions of the US federal securities laws.

There is no treaty in force between the United States and Bermuda providing for the reciprocal recognition
and enforcement of judgments in civil and commercial matters. Further, it may be difficult to compel a non-US
company and its affiliates to subject themselves to a US court’s judgment. As a result, whether a United States
judgment would be enforceable in Bermuda against us or our directors and officers depends on whether the US
court that entered the judgment is recognized by the Bermuda court as having jurisdiction over us or our directors
and officers, as determined by reference to Bermuda conflict of law rules. A judgment debt from a US court that
is final and for a sum certain based on US federal securities laws will not be enforceable in Bermuda unless the
judgment debtor had submitted to the jurisdiction of the US court, and the issue of submission and jurisdiction is
a matter of Bermuda (not United States) law.

In addition to and irrespective of jurisdictional issues, the Bermuda courts will not enforce a United States
federal securities law that is either penal or contrary to public policy of Bermuda. An action brought pursuant to a
public or penal law, the purpose of which is the enforcement of a sanction, power or right at the instance of the
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state in its sovereign capacity, will not be entertained by a Bermuda Court. Certain remedies available under the
laws of US jurisdictions, including certain remedies under US federal securities laws, will not be available under
Bermuda law or enforceable in a Bermuda court, as they would be contrary to Bermuda public policy. Further, no
claim may be brought in Bermuda against us or our directors and officers in the first instance for violations of US
federal securities laws because these laws have no extraterritorial jurisdiction under Bermuda law and do not have
force of law in Bermuda. A Bermuda court may, however, impose civil liability on us or our directors and officers
if the facts alleged in a complaint constitute or give rise to a cause of action under Bermuda law.

Our bye-laws restrict shareholders from bringing legal action against our officers and directors

Our bye-laws contain a broad waiver by our shareholders of any claim or right of action, both individually
and on our behalf, against inter alia any of our officers or directors. The waiver applies to any action taken by an
officer or director, or the failure of an officer or director to take any action, in the performance of his or her
duties, except with respect to any matter involving any fraud or dishonesty on the part of the officer or director.
This waiver limits the right of shareholders to assert claims against our officers and directors unless the act or
failure to act involves fraud or dishonesty.

The Shares were preliminarily classified as preferred equity by the SVO of the NAIC

The SVO has advised us that it would preliminarily classify the Shares offered herby as preferred equity for
purposes of calculating the statutory risk-based capital requirements of US insurance companies that hold the
Shares. However, the SVO will not provide an official designation of the security-type of the Shares unless and
until an insurance company subject to regulation by a US state insurance department purchases Shares and
reports them to the SVO. The SVO will then review the final documentation related to the Shares and publish its
final NAIC designation. Accordingly, no assurance can be given as to the official NAIC designation of the
Shares. The NAIC classification of an investment directly affects US insurance company investors because it
affects the capital required for such investment by such investors, but is not determinative in any way of any other
tax, accounting or legal considerations for investors generally.
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USE OF PROCEEDS

We estimate that, after deducting underwriting discounts and commissions, our net proceeds from this
offering will be approximately $594,000,000. We intend to use the net proceeds of this offering to repay the
borrowings under the $500 million facility agreement dated November 17, 2006 between, among others, Catlin
Group Limited, as borrower and guarantor, and J.P. Morgan Europe Limited, as Facility Agent, and to repay up to
$50 million of existing borrowings under Facility A of the Club Facilities and for general corporate purposes.
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CAPITALIZATION

The following table sets forth, as at June 30, 2006:

¢ the actual consolidated capitalization for the CICL Group; and

¢ the consolidated capitalization for the CICL Group on a pro forma basis, after giving effect to the offer of
Shares described in this offering memorandum, as if it had occurred on June 30, 2006.

The table below should be read in conjunction with the CICL Group’s audited consolidated financial
statements and related notes thereto included elsewhere in this offering memorandum.
As at June 30, 2006

Actual Pro forma
(in thousands)

Total debt(1). .. ... . — —

Preferred stock

Preference shares issued hereunder . ........ ... ... ... ... ... ...... — $ 600,000
Stockholder’s equity

Common SharesS. . ... i $ 1,000 $ 1,000
Additional paid-in capital . ....... .. .. .. L 736,986 736,986
Accumulated other comprehensive loss . .......... .. .. .. ... (24,610) (24,610)
Retained earnings .. ..........oiuiinini i 365,610 365,610
Total capitalization .. ........ ... ... .. . ... ... . . . . $1,078,986  $1,678,986

(1) Total debt (actual and pro forma) does not include borrowings under $500 million credit facilities entered
into in connection with the Wellington acquisition. See the section ‘‘Management’s Discussion and Analysis
of Financial Condition and Results of Operations — Liquidity and Capital Resources — Liquidity require-
ments’’ below. The Catlin Group maintains Letter of Credit and Revolving Loan Facilities, or Club Facilities,
comprised of three facilities. One of those facilities, a $50 million revolving facility, is secured by floating
charges on Catlin Group assets and cross guarantees from material subsidiaries, including assets held by, and
material subsidiaries within, the CICL Group. Further information on the Club Facilities is provided in the
section ‘‘“Management’s Discussion and Analysis of Financial Condition and Results of Operations —
Liquidity and Capital Resources — Capital resources’’.

Except as described in this offering memorandum, there has been no material change to our capitalization
since June 30, 2006.

35



SELECTED FINANCIAL AND OTHER INFORMATION FOR
CATLIN BERMUDA AND ITS SUBSIDIARIES

The following table sets forth selected historical consolidated financial and other information for the CICL
Group as at and for the six months ended June 30, 2006 and 2005 and as at and for the years ended December 31,
2005, 2004 and 2003. The selected historical consolidated financial information set forth below has been derived
from our unaudited and audited consolidated financial statements included elsewhere in this offering memoran-
dum. This selected consolidated financial information should be read in conjunction with and is qualified by
reference to these financial statements and the related notes. The following consolidated statement of income and
consolidated balance sheet data have been prepared in conformity with US GAAP.

Statement of Operations
Information

Gross premiums written .............
Reinsurance premiums ceded .........

Net premiums written . ..............
Change in unearned premiums . .......

Net premiums earned. . ..............
Net investment income . .............

Net realized (losses)/gains on

nvestments . . ................ ...

Net realized gains/(losses) on foreign

CUITENCY « o vvoee et e eeeaeaens
Other income ......................

Total revenues . ....................

Losses and loss expenses ............
Policy acquisition costs ..............
Administrative and other expenses . . . ..

Total expenses . ....................

Net income before income taxes. . .....
Income tax benefit/(expense) .........

Netincome .......................

Balance Sheet Information

Total investments and cash ...........
Total assets ............. ...t
Unpaid losses and loss expenses. . ... ..
Unearned premiums . .. ..............
Total stockholder’s equity ............

Other Information

Lossratio(1).......................
Expense ratio(2) . ............ ... ...
Combined ratio(3) ..................
Taxrate(4) ...

As at and for the Six Months
Ended June 30,

(unaudited) As at and for the Year Ended December 31,
2006 2005 2005 2004 2003
(in thousands, except ratios)
$ 465241 $ 396,602 $ 737,184 § 442,524  $258,042
(27,747) (31,456) (42,525) (38,877) (361)
437,494 365,146 694,659 403,647 257,681
(70,833)  (115,615)  (143,078) (68,709)  (93,342)
366,661 249,531 551,581 334,938 164,339
27,478 21,978 46,781 28,796 14,572
(2,003) 1,398 349 2,685 172
25,317 (15,444) (16,325) 10,591 7,860
8,232 17,561 31,877 14,155 13,961
425,685 275,024 614,263 391,165 200,904
209,706 131,938 475,687 200,031 93,910
75,190 44,572 79,104 62,379 21,687
9,636 13,154 27,587 13,034 5,050
294,532 189,664 582,378 275,444 120,647
131,153 85,360 31,885 115,721 80,257
852 (7,814) (12,113) (2,237) (142)
§ 132,005 $ 77,546 $ 19,772 § 113484 §$ 80,115
$1,250,879 $§ 954,397  $1,101,908 $ 909,614  $545,541
3,111,555 2,082,725 2,375,824 1,720,200 933,264
942,221 439,550 750,947 342,649 129,533
454,647 360,405 369,353 237,675 145,244
1,078,986 962,912 889,574 896,359 595,971
57.1% 52.9% 86.2% 59.7% 57.1%
23.1% 23.1% 19.3% 22.4% 16.3%
80.2% 76.0% 105.5% 82.1% 73.4%
N/A 9.2% 38.0% 1.9% 0.2%

(1) Calculated as losses and loss expenses divided by net premiums earned

(2) Calculated as the total of policy acquisition costs and other expenses, less financing and amortization
expenses, divided by net premiums earned

(3) Total of loss ratio plus expense ratio

(4) Calculated as income tax expense divided by income before income taxes
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

The following is a discussion and analysis of the CICL Group’s results of operations and financial condition,
which have been prepared on a consolidated basis, in accordance with US GAAP, and compares the results of
operations and financial condition for the six months ended June 30, 2006 and 2005 and for the years ended
December 31, 2005, 2004 and 2003.

General
Overview

Catlin Bermuda is the Bermudian insurance and reinsurance subsidiary of Catlin Group Limited. Catlin
Bermuda provides a wide range of property and casualty insurance and reinsurance products worldwide,
including property catastrophe and per risk excess of loss treaty and casualty reinsurance products.

Catlin Bermuda is one of the principal operating subsidiaries of the Catlin Group. Through intra-group
reinsurance arrangements and capital support, it serves to centralize a significant proportion of the assets, capital
and underwriting risk of all of the Catlin Group, within regulatory and other constraints.

Catlin Bermuda’s subsidiaries include Catlin UK and Catlin US. Members of the CICL Group underwrite
insurance and reinsurance for third parties and Catlin Bermuda also reinsures risk written by other members of
the Catlin Group. For the six months ended and as at June 30, 2006, the CICL Group’s gross premiums written
and total assets were $465.2 million and $3,111.6 million, respectively, representing 52% and 71%, of the Catlin
Group’s total gross premiums written and total assets. Of the CICL Group’s gross premiums written,
$221.9 million, or 48%, was assumed under reinsurance contracts with other companies in the Catlin Group
which are outside the CICL Group. Of the remaining $243.3 million in gross premiums written by the CICL
Group on behalf of third parties, $116.6 million, or 25%, of total gross premiums written, was underwritten by
Catlin UK and $126.7 million, or 27%, of total gross premiums written was underwritten by Catlin Bermuda.

For the year ended and as at December 31, 2005, the CICL Group’s gross premiums written and total assets
were $737.2 million and $2,376.2 million, respectively, representing 53% and 62% of the Catlin Group’s total
gross premiums written and total assets. Of the CICL Group’s gross premiums written, $327.9 million, or 45%,
was assumed under reinsurance contracts with other companies in the Catlin Group which are outside the CICL
Group. Of the remaining $409.3 million in gross premiums written by the CICL Group for third parties,
$232.1 million, or 31%, of the total, was underwritten by Catlin UK and $177.2 million, or 24%, of the total, was
underwritten by Catlin Bermuda.

Drivers of profitability
General

The CICL Group’s profitability depends to a large extent on:

e the quality of its underwriting and pricing;

¢ the level of incurred losses;

e its ability efficiently and effectively to manage risk, including through the use of reinsurance;

e its ability to manage operating and administrative costs; and

e its ability to earn appropriate yields on its invested assets.

Revenues

The CICL Group derives its revenues principally from premiums from its insurance and reinsurance
businesses, including reinsurance pursuant to which it assumes risks from other companies in the Catlin Group. It
also earns net investment income and investment gains from its portfolio of invested assets.
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Premiums from the CICL Group’s insurance and reinsurance businesses are a function of the amount and
types of contracts the CICL Group writes as well as prevailing market prices. There are many types of insurance
and reinsurance contracts, with unique pricing, terms and conditions and expected profit margins. CICL Group’s
net premiums written are stated after deduction of reinsurance premiums ceded during the period. During the first
six months of 2006, $221.9 million, or 48%, of the CICL Group’s gross premiums written was assumed under
reinsurance contracts with other companies in the Catlin Group. Please refer to ‘“— Material Items Affecting
Results — Related Party Reinsurance Contracts’” for more information about these contracts. Of the remaining
$243.3 million gross premiums written with third parties, $116.6 million, or 25%, of total gross premiums written
was underwritten by Catlin UK and $126.7 million, or 27%, was underwritten by Catlin Bermuda.

During 2005, $327.9 million, or 45%, of the CICL Group’s gross premiums written was assumed under
reinsurance contracts with other companies in the Catlin Group. Of the remaining $409.3 million gross premiums
written with third parties, $232.1 million, or 31%, was written by Catlin UK and $177.2 million, or 24%, was
written by Catlin Bermuda.

The CICL Group’s invested assets currently consist entirely of fixed-income instruments. Investment income
is primarily a function of the average assets in the CICL Group’s portfolio and the average yield earned on those
assets. The investment yield is a function of market interest rates as well as the credit quality and maturity of the
assets. In addition, the CICL Group realizes capital gains or losses on its invested assets as a result of changing
market conditions, including, but not limited to, changes in market interest rates and changes in the market’s
perception of the credit quality of the CICL Group’s invested assets.

Expenses

The CICL Group’s expenses consist primarily of:

* Insurance and reinsurance losses and loss expenses, including in connection with reinsured losses of
related parties, net of recoveries from the CICL Group’s reinsurers;

¢ Policy acquisition costs, including commissions, premium taxes and other underwriting costs;
e Operating and administrative costs; and
¢ Income taxes.

Losses and loss expenses are a function of the amount and type of insurance and reinsurance contracts the
CICL Group writes and the frequency and severity of claims and losses in those contracts. The CICL Group
initially records losses and loss expenses based on an actuarial analysis of the estimated loss it expects to incur on
each contract or group of contracts written. The CICL Group increases or decreases its initial loss estimates as
actual losses occur, but the ultimate losses and loss expenses are finally determined when claims are settled.

Policy acquisition costs vary with and are primarily related to the production of premium, and as such are
primarily a function of the amount and type of insurance and reinsurance contracts written. Operating and
administrative costs are largely overhead and include salaries and related costs. Income taxes are a function of the
amount of taxable income earned in the applicable tax jurisdiction.

Industry Conditions
Pricing conditions and premium rates

The non-life insurance and reinsurance industry is cyclical, with periods of excess underwriting capacity and
lower premium rates as well as periods of higher rates due to shortages of underwriting capacity. The cycle
affects different elements of the non-life industry in different ways and in different periods.

The hurricanes that struck the United States, Mexico and the Caribbean in the second half of 2005 affected
the non-life reinsurance industry, particularly classes such as property catastrophe and marine reinsurance, energy
and facultative property coverages. Premium rates for these classes have risen steeply since the hurricanes.

38



Excluding the impact of the hurricanes, the non-life insurance and reinsurance markets have performed well
since 2002. However, premium rates in some classes have declined over this period as competition has increased
due to excess underwriting capacity. This trend is continuing in some non-catastrophe classes of business.

Interest rate fluctuations

Volatility in the world’s fixed income markets impacts the value of the capital and the profitability of
insurance companies. Movements in short and long-term interest rates affect the level of investment income and
gains and losses on fixed income securities and, as a result, the value of the capital and the profitability of
insurance and reinsurance companies.

In the second half of 2003, interest rates started to rise in some markets such as the United Kingdom and the
United States. This trend continued during 2004, 2005 and the first half of 2006. As a result, companies such as
those in the CICL Group that invested in fixed income securities have been able to invest in higher yielding
securities and earn higher investment income during these periods. However, rising interest rates also caused the
fixed income securities the CICL Group already held to decrease in value.

For the first six months of 2006, the CICL Group had net unrealized losses on investments of $15.1 million
and net realized losses on investments of $2.0 million. During 2005, the CICL Group had net unrealized losses on
investments of $18.3 million, compared to net unrealized gains of $6.0 million at the end of 2004. For the year
ended December 2005, CICL Group had net realized gains on investments of $0.3 million, compared to
$2.7 million in 2004.

Regulatory, legislative and judicial environment

The CICL Group’s insurance and reinsurance businesses are regulated in each jurisdiction in which the
CICL Group operates. In addition, business which is written in Lloyd’s and reinsured by Catlin Bermuda is
regulated by Lloyd’s and the UK Financial Services Authority, or the FSA. Further changes in government
policy, taxation or other laws may affect the CICL Group’s operations and its financial results.

Political, judicial and legislative developments could broaden the scope of coverage or increase the amount
of damages to be paid under the CICL Group’s existing policies. For example, the Terrorism Risk Insurance Act
in the United States, or TRIA, made terrorism coverage mandatory in insurance policies, even if it was
specifically excluded by the terms of the relevant contract. TRIA created a federal program that backs up
insurance companies and guarantees that certain terrorist-related claims will be reimbursed. Also in the US, court
decisions in asbestos, environmental, workers compensation, professional malpractice and other categories of
claims have caused the insurance industry to set higher loss reserves and claims charges for these classes. The
reinsurance industry is generally becoming subject to a greater degree of regulatory oversight and increased
capital requirements, and insurers’ capital adequacy faces increased scrutiny from major rating agencies,
particularly after the large catastrophe losses in 2005.

Critical Accounting Policies
Revenue recognition

The CICL Group derives its revenues principally from premiums from its insurance and reinsurance
businesses. Premiums received from clients that are not insurance companies are referred to as insurance
premiums. Premiums in respect of clients that are insurance companies are referred to as reinsurance premiums.
When the CICL Group purchases reinsurance protection for the business that it underwrites, it cedes premium to
the reinsurer (or ‘‘retrocessionaire’’, in the case of reinsurance premiums ceded to another reinsurer). The amount
of gross premiums written less outward reinsurance premiums is referred to as net premiums written. The CICL
Group records premiums according to the terms of the underlying policies and according to various estimates that
the CICL Group is required to make.

Premiums written are generally earned on a pro-rata basis over the coverage period and, as a result,
premiums written during one reporting period do not necessarily represent the risks actually carried during that
period. In a typical reporting period, the CICL Group generally earns a portion of the premiums written during

39



that period, and a portion of premiums that were written during earlier periods. Likewise, some part of the CICL
Group’s premiums written in a given period will not be earned until future periods. The CICL Group allocates
premiums written but not yet earned to an unearned premium reserve, which it records as a liability on its balance
sheet. As time passes, the unearned premium reserve in relation to a policy is gradually reduced and a
corresponding amount is recognized in the income statement, as the premium is earned. The CICL Group writes
numerous types of insurance and reinsurance policies, some of which are earned during periods shorter than one
reporting period, while others are earned during substantially longer periods. The CICL Group’s mix of business
can change significantly from one period to the next and these changes can cause the relationship between
premiums written and premiums earned to differ, perhaps significantly, on a year-to-year basis. Typically,
differences in the percentage growth or decline between premiums written and earned mainly reflect differences
in the CICL Group’s mix of business and growth effects from year to year.

Reserves for losses and loss expenses

As required by applicable insurance laws and regulations and by US GAAP, the CICL Group establishes
reserves for payment of losses and loss expenses. The level of reserves that the CICL Group establishes is based
on estimates of future payments to settle claims, including legal and other expenses. Reserve estimates are made
on a non-discounted basis and can include assumptions for items such as inflation rates and legal and regulatory
developments, which can change over time. These estimates and assumptions, which cover both current and prior
underwriting years, are based on available facts at the time the reserve is established and are inherently uncertain.

For most insurance and reinsurance companies, the estimation of the reserve for losses and loss expenses is
the most significant judgment made by management. In deciding on appropriate levels of reserves, CICL Group’s
management considers internal and external actuarial estimates which are based on generally accepted actuarial
principles. External actuarial consultants are regularly engaged to estimate reserves. The reserve for unpaid losses
and loss expenses is based upon the total cost of claims that were reported to the CICL Group but not yet paid
and the CICL Group’s estimate of the anticipated cost of claims incurred but not reported. The CICL Group
segregates certain large losses for separate reserve calculation.

The CICL Group regularly reviews and updates the methods, estimates and assumptions used to calculate
and establish its reserves. In addition, the CICL Group re-estimates reserves established in prior years, which in
some years leads to a strengthening of reserves already established and in others to a reversal of reserves
previously established.

For more information on the reserves for claims incurred, including the CICL Group’s and Catlin Group’s
accounting policies in relation thereto, see ‘‘Description of the Catlin Group — Loss and Loss Expense
Reserves’’.

Material Items Affecting Results
Major loss events

Catastrophic events that occur during a given financial year impact the CICL Group’s losses and loss
expenses and, in turn, its results for that year. Once such an event occurs, reserves are established based upon
estimates of the total losses incurred by the insured or the ceding insurers and an estimate of the portion of such
loss the Catlin Group or the CICL Group has insured or reinsured. It is possible that losses in respect of events
that have occurred could exceed the Catlin Group’s or the CICL Group’s loss and loss expense reserves and have
a material adverse effect on results of operations in a particular period, their financial position or their ability to
pay dividends.

During 2005, Hurricanes Katrina, Rita and Wilma struck the United States, Mexico and the Caribbean.
Before related party insurance, the CICL Group, through Catlin Bermuda, incurred a gross loss of $91.6 million,
or $74.0 million net of reinsurance during 2005 for these three hurricanes. After inward and outward
reinstatement premiums, the net loss recorded in the CICL Group’s 2005 results was $69.5 million. Including
losses assumed from other Catlin Group companies outside of the CICL Group, the CICL Group’s net loss was
estimated to be $205.2 million. The total losses to the CICL Group resulting from these three hurricanes may be

40



adjusted in subsequent periods as claims experience develops. In the first half of 2006, Catlin Bermuda incurred a
further gross loss of $11.4 million, or $9.8 million net of reinsurance. Including losses assumed from other Catlin
Group companies outside the CICL Group, the additional losses recorded were $17.4 million.

During 2004, the CICL Group incurred gross losses of $25.7 million, or $18.8 million net of reinsurance, as
a result of Hurricanes Charley, Frances, Ivan and Jeanne. Including losses assumed from other Catlin Group
companies outside the CICL Group, the CICL Group’s net loss was estimated to be $72.8 million.

During 2003, there was a relatively low incidence of catastrophic loss for the CICL Group.

Reinsurance

The CICL Group’s results may vary significantly from year to year depending on the occurrence of, and the
CICL Group’s exposure to, natural and other disasters, such as windstorms, earthquakes, floods, fires,
explosions, terrorism and other catastrophic events. The frequency and severity of these types of events is
inherently uncertain. To manage this exposure to large loss events, the CICL Group uses the risk management
procedures established for the Catlin Group, including policies for managing aggregation of risk and the use of
reinsurance. See ‘‘Description of the Catlin Group — Risk Management’’ for further information on the Catlin
Group’s risk management procedures.

Catlin Group purchases its third party outwards reinsurance to protect the overall Catlin Group portfolio,
based on specific risks assumed by each of its underwriting platforms. It purchases a significant portion of its
reinsurance program on a ‘‘losses occurring’’ basis. Premiums in respect of these reinsurance contracts are
allocated to the CICL Group in accordance with its participation in the Catlin Group program and are expensed
by the CICL Group over the period of coverage, which is generally 12 months from the date of inception of the
policy.

Related party reinsurance contracts

As at June 30, 2006 and December 31, 2005, there were three types of related party reinsurance contracts in
place that ceded related party risk to the CICL Group:

¢ whole account qualifying quota share contracts of 10% on the 2004 year of account, 30% on the 2003
year of account and 20% on the 2002 year of account;

* a 50% whole account corporate quota share contract; and
* a long tail stop loss contract, covering certain long-tail casualty classes of business.

All of the above contracts cede Catlin Syndicate risk to Catlin Bermuda. In addition, there is a 60% whole
account quota share contract, which cedes Catlin UK risk to Catlin Bermuda, which is eliminated on
consolidation of the CICL Group. A 75% corporate quota share contract, ceding CICI risk to Catlin Bermuda,
was entered into in the fourth quarter of 2006.

The qualifying quota share contracts on the 2002 and 2003 years of account were commuted in the fourth
quarter of 2006.

At the end of 2004, the qualifying quota share, corporate quota share and the long tail stop loss contracts
were in place. The corporate quota share was put in place at the end of 2004, covering 2004, 2005 and 2006
underwriting years. Because the corporate quota share contract was put in place at the end of 2004, the
reinsurance for the 2004 underwriting year is deposit accounted, and not recorded as premium income, since it is
considered to be a retrospective contract. The reinsurance provided thereunder for the 2005 underwriting year is
accounted for as a normal reinsurance contract. As a result of this contract, related party reinsurance premiums
increased substantially in 2005 compared to 2004.

At the end of 2003, the 30% qualifying quota share contract covering the 2003 year of account was in place,
as well as the long tail stop loss contract.
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Catlin Bermuda’s Consolidated Statement of Operations for the Six Months Ended June 30, 2006 and
2005

For the Six Months
Ended June 30,

2006 2005
(in thousands)
Gross premiums WIItteN . .. ...ttt ettt e e e $465,241  $396,602
Reinsurance premiums ceded . . ... ... (27,747) (31,456)
Net premiums WIitten . . ... .o 437,494 365,146
Change in unearned Premiums . . ... .ovvv ettt et eee (70,833) (115,615)
Net premiums earned . .. ...ttt 366,661 249,531
Net Investment INCOIMIE . . . . ..ottt ettt e e et e e 27,478 21,978
Net realized (losses)/gains on investments ............................ (2,003) 1,398
Net realized gains/(losses) on foreign currency ........................ 25,317 (15,444)
Other INCOME . . . . ..t e e 8,232 17,561
Total revenues . ... .......... .t e 425,685 275,024
Losses and 10SS XPenSses . . ..ot it ettt 209,706 131,938
Policy acquisition COStS. .. ..ottt e e 75,190 44,572
Administrative and other eXpenses. . ...t ... 9,636 13,154
Total eXPenses . . ... ...ttt 294,532 189,664
Income before income tax benefit/(expense). . .............covrviin.... 131,153 85,360
Income tax benefit/(eXpense) . . .. ...t 852 (7,814)
Net iNCOME . . . ... $132,005 $ 77,546

Six Months Ended June 30, 2006 Compared to Six Months Ended June 30, 2005
Gross premiums written

Gross premiums written increased $68.6 million, or 17%, from $396.6 million in 2005 to $465.2 million in
2006. Included in this amount were premiums assumed from related parties, which increased $40.2 million, or
22%, from $181.7 million in 2005 to $221.9 million in 2006. Third party gross premiums written increased
$28.5 million, or 13%, from $214.9 million in 2005 to $243.4 million in 2006.

Catlin Bermuda Total Gross Premiums Written

For the Six Months
Ended June 30,

2006 2005
(in thousands)
Catlin Bermuda —related party .................oiiiiieiinnanin... $221,866  $181,746
Catlin Bermuda — third party . ......... . .. i 126,732 99,619
Catlin UK . ..o 116,632 115,237
Total gross premiums written ... ............. .. .. .. ... .. .. ... ..... $465,241  $396,602

Within Catlin Bermuda, the main class of business contributing to the increase in gross premiums written
was Catastrophe Treaty, reflecting a favorable environment and reinstatement premiums, as well as increased
demand for back-up cover in the wake of the 2005 hurricanes in the United States. Market conditions for
catastrophe exposed business continued to be favorable in peak zones. As a result, Catlin management increased
this business to take advantage of these higher rates and capital efficiency.
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The main classes of business contributing to the increase in gross premiums written by Catlin UK include
General Liability, due to a new facility. In addition, premiums written in the Aviation class written from the
Guernsey office for non-airline business contributed to the increase.

Net premiums earned

Net premiums earned increased $117.2 million, or 47%, from $249.5 million in 2005 to $366.7 million in
2006. Of this amount, related party net premiums earned increased $84.7 million, or 99%, from $85.5 million in
2005 to $170.3 million in 2006. The third party classes of business in Catlin Bermuda with the greatest increases
in net premiums earned were Catastrophe Treaty, Proportional Treaty, Casualty Treaty and Medical Malpractice,
reflecting the growth in these classes over the past several underwriting years.

The Catlin UK platform became more established in 2006, its third underwriting year. The increase in net
premiums earned within Catlin UK in 2006 reflected premiums written in the prior year and recorded as revenue
in 2006, as well as an increase in premiums written in the current underwriting year.

Net investment income and net realized gains on investments

Net investment income and net realized gains on investments increased $2.1 million, or 9%, from
$23.4 million in 2005 to $25.5 million in 2006. Realized return on average investments, including interest on
funds held, was 1.78% in 2006, compared to 3.79% in 2005. See ‘‘“— Annualized Return on Average
Investments’” below, for a more detailed analysis of the CICL Group’s investment return.

Net realized gains/(losses) on foreign exchange

During the six months ended June 30, 2006, the CICL Group realized a gain on foreign exchange of
$25.3 million, compared with a loss of $15.4 million in the prior year.

The pound sterling/US dollar spot rate at January 1, 2006 was 1.72 and at June 30, 2006 was 1.85, a change
of 7.6%. During 2005, the rate changed by 6.8%, from 1.92 at January | to 1.79 at June 30.

The CICL Group records gains and losses on foreign exchange when CICL Group companies realize gains
and losses on transactions in currencies which are not their functional currency (the currency in which most cash
flows are denominated), or when they revalue assets and liabilities which are not denominated in their functional
currency. All of the related party reinsurance contracts are denominated in sterling and therefore the revaluation
of the net assets from these contracts results in gains or losses for Catlin Bermuda. In 2006, the revaluation of the
related party reinsurance net assets resulted in the majority of the foreign exchange gains.

Gains and losses arising on the translation of the financial position of Catlin UK from its functional currency
into US dollars are recorded directly in stockholder’s equity and are not recorded in CICL Group’s statement of
operations.

Losses and loss expenses

Losses and loss expenses increased $77.8 million, or 59%, from $131.9 million in 2005 to $209.7 million in
2006. The loss ratio increased 4.2 percentage points, from 52.9% in 2005 to 57.1% in 2006.

Related party losses and loss expenses increased $35.1 million, or 60%, from $58.2 million in 2005 to
$93.3 million in 2006. This is mainly due to losses assumed from the Catlin Syndicate, a related party, with the
growth of the underlying premium assumed as well as approximately $7.0 million of assumed losses related to the
development of the losses from the 2005 hurricanes in the United States.

Losses and loss expenses incurred from third party business increased $42.7 million, or 58%, from
$73.7 million in 2005 to $116.4 million in 2006. The increase mainly represents a satellite loss of $19.0 million
incurred by Catlin UK during the first quarter of 2006.
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Policy acquisition costs

Policy acquisition costs increased $30.6 million, or 69%, from $44.6 million in 2005 to $75.2 million in
20006, reflecting growth in net premiums earned. The policy acquisition cost ratio increased by 2.6 percentage
points, from 17.9% in 2005 to 20.5% in 2006. Brokerage rates were basically unchanged for Catlin Bermuda, but
increased for Catlin UK.

Administrative and other expenses

Administrative and other expenses decreased $3.5 million, or 27%, from $13.1 million in 2005 to
$9.6 million in 2006. The administrative and other expense ratio decreased 2.6 percentage points, from 5.2% in
2005 to 2.6% in 2006.

Significant professional fees were incurred in the first half of 2005 for due diligence for the acquisition of
Catlin US, to establish the new Catlin UK insurance company structure and to novate the business from the UK
Branch of Catlin Bermuda to Catlin UK.

Tax expense
Income tax expense decreased $8.6 million, from a $7.8 million tax expense in 2005 to a $0.8 million tax

recovery in 2006. The recovery reflects the net loss position in Catlin UK.

Catlin Bermuda’s Consolidated Statement of Operations for the Years Ended December 31, 2005, 2004
and 2003

For the Year Ended December 31,

2005 2004 2003
(in thousands)
Gross premiums Written .. ...........uirvininennnnnnan.. $737,184  $442,524  $258,042
Reinsurance premiums ceded ........... ... .. .. ... (42,525) (38,877) (361)
Net premiums WITHeN ... ..ottt 694,659 403,647 257,681
Change in unearned premiums . ..............c.c.ouuenn.. (143,078) (68,709) (93,342)
Net premiums earned. . .. ...ttt 551,581 334,938 164,339
Net investment iNCOME . .. ...t . 46,781 28,796 14,572
Net realized gains on investments. ........................ 349 2,685 172
Net realized (losses)/gains on foreign currency .............. (16,325) 10,591 7,860
Other iNCOME . ... ..ot e e e 31,877 14,155 13,961
Total revenues . . .......... ... ... . 614,263 391,165 200,904
Losses and 10ss eXpenses . .............oeuiniunenenan .. 475,687 200,031 93,910
Policy acquisition COStS ... ..... ..ot 79,104 62,379 21,687
Administrative and other expenses ........................ 27,587 13,034 5,050
Total exXpenses . ... ........uuiuiin i 582,378 275,444 120,647
Income before income taxes . ................... .. ....... 31,885 115,721 80,257
INCOME taX . ..ottt e (12,113) (2,237) (142)
Netincome ........ ... ... ... .. ... $ 19,772  $113,484 $ 80,115

Year Ended December 31, 2005 Compared to Year Ended December 31, 2004
Gross premiums written

Gross premiums written increased $294.7 million, or 67%, from $442.5 million in 2004 to $737.2 million in
2005. Included in this amount were premiums assumed from related parties, which increased $237.5 million, or
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263%, from $90.3 million in 2004 to $327.9 million in 2005. This increase was largely due to the change in the
accounting treatment of the qualifying quota share contract as described above under ‘‘— Material Items Affect-
ing Results — Related Party Reinsurance Contracts’’. Third party gross premiums written increased $57.1 mil-
lion, or 16%, from $352.2 million in 2004 to $409.3 million in 2005.

For the Year Ended December 31,

2005 2004 2003
(in thousands)
Catlin Bermuda —related party .......................... $327,.876 $ 90,332  $201,069
Catlin Bermuda — third party. .. ...... ... .. .. ... ... ... 177,179 152,482 56,973
Catlin UK . .. ... .. 232,129 199,710 —
Total gross premiums written. .......................... $737,184  $442,524  $258,042

Within Catlin Bermuda, the main class of business contributing to the increase in gross premiums written
was Catastrophe Treaty, reflecting a good rating environment and reinstatement premiums, as well as increased
demand for back-up cover in the wake of the 2005 hurricanes in the United States. In addition, premiums written
in the Medical Malpractice class of business increased because a consortium arrangement with Berkshire
Hathaway was not renewed during 2005 and, as a result, Catlin Bermuda wrote 100% of the business during 2005
rather than sharing it with Berkshire Hathaway. This increase was partly offset by decreases in the Political Risk
class of business, since all business written during 2004 was multi-year and non-cancelable and therefore all
gross premiums were recorded as written in 2004. In addition, Catlin Bermuda exited the Medical Expenses class
of business at the end of 2004.

The main classes of business contributing to the increase in gross premiums written by Catlin UK include
UK Commerecial, due to binder contracts written late in 2004, which continue to generate premiums in 2005, as
well as increased line sizes during the year. In addition, premiums written in the Aviation class of business
increased after the Catlin Group decided in late 2004 to write certain aviation contracts wholly by Catlin UK
rather than continuing to do so on a split stamp basis with the Catlin Syndicate. Finally, Catlin UK started writing
Construction business for the first time at the end of 2004.

Net premiums earned

Net premiums earned increased $216.7 million, or 65%, from $334.9 million in 2004 to $551.6 million in
2005. Of this amount, related party net premiums earned increased $78.2 million, or 54%, from $143.7 million in
2004 to $221.9 million in 2005. A substantial portion of this increase was due to the effect of the differing
accounting treatments of the corporate quota share contracts in 2004 and 2005 described above. The third party
classes of business in Catlin Bermuda with the greatest increases in net premiums earned were Catastrophe
Treaty, Proportional Treaty and Medical Malpractice, reflecting the growth in these classes over the past couple
of underwriting years.

The Catlin UK platform became more established in 2005, its second underwriting year. The increase in net
premiums earned within Catlin UK in 2005 reflected the recording as revenue of premiums written in the prior
year, as well as an increase in premiums written in the current underwriting year.

Net investment income and net realized gains on investments

Net investment income and net realized gains on investments increased $15.6 million, or 50%, from
$31.5 million in 2004 to $47.1 million in 2005. Realized return on average investments, including interest on
funds held, was 4.7% in 2005, compared to 4.3% in 2004. See ‘‘— Annualized Return on Average Investments’’,
for a more detailed analysis of the CICL Group’s investment return.

Net realized (losses)/gains on foreign exchange

During the year ended December 31, 2005, the CICL Group realized a loss on foreign exchange of
$16.3 million, compared with a gain of $10.6 million in the prior year.
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The pound sterling/US dollar spot rate at January 1, 2005 was 1.92 and at December 31, 2005 was 1.72, a
change of more than 10%. In 2004, the rate changed by 7%, from 1.79 at January 1 to 1.92 at December 31.

In 2005, the revaluation of the related party reinsurance net assets carried in Catlin Bermuda resulted in
exchange losses. These losses were partly offset by gains realized on the transfer of balances from the separately
regulated UK branch of Catlin Bermuda to Catlin Bermuda.

Losses and loss expenses

Losses and loss expenses increased $275.7 million, or 138%, from $200.0 million in 2004 to $475.7 million
in 2005. The loss ratio increased 26.5 percentage points, from 59.7% in 2004 to 86.2% in 2005.

Related party losses and loss expenses increased $164.0 million, or 198%, from $83.0 million in 2004 to
$247.0 million in 2005. This is largely due to an increase in the losses assumed from Catlin Syndicate, a related
party, as a result of the 2005 hurricanes in the United States. The CICL Group assumed $131.2 million of net
losses under the related party reinsurance contracts.

Losses and loss expenses incurred from third party business increased $111.7 million, or 95%, from
$117.0 million in 2004 to $228.7 million in 2005. This increase reflects hurricane losses incurred by Catlin
Bermuda in 2005 in the Catastrophe Treaty class of business. Included in these numbers are net incurred losses of
$74.0 million for the three hurricanes, which increased the loss ratio by 13.4 percentage points. In addition, losses
and loss expenses in Catlin UK also increased as the underwriting matured, in line with the growth in net
premiums earned.

The release of reserves relating to claims incurred in the prior years totaled $33.2 million in 2005, compared
to a release of $14.9 million in 2004. In both years, these releases were a result of changes in estimates of insured
events in previous years; the estimates were adjusted to reflect reductions of expected ultimate loss costs,
settlement of losses at amounts below previously estimated loss costs and a reduction in uncertainty surrounding
the quantification of the net cost of claim events.

Policy acquisition costs

Policy acquisition costs increased $16.7 million, or 27%, from $62.4 million in 2004 to $79.1 million in
2005, reflecting growth in net premiums earned. The policy acquisition cost ratio decreased by 4.3 percentage
points, from 18.6% in 2004 to 14.3% in 2005, representing decreases in brokerage rates.

Administrative and other expenses

Administrative and other expenses increased $14.6 million, or 112%, from $13.0 million in 2004 to
$27.6 million in 2005. The administrative and other expense ratio increased 1.1 percentage points, from 3.8% in
2004 to 4.9% in 2005.

Significant professional fees were incurred in 2005 for due diligence for the acquisition of Catlin US, and to
establish the new Catlin UK insurance company structure and to novate the business from the UK Branch of
Catlin Bermuda to Catlin UK.

Tax expense

Income tax expense increased $9.9 million, from $2.2 million in 2004 to $12.1 million in 2005. The tax rate
increased substantially, from 2% in 2004 to 38% in 2005, largely due to losses assumed by Catlin Bermuda,
which has a tax rate of zero, under the related party reinsurance contracts, with no corresponding offset of taxable
profits in Catlin UK.
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Year Ended December 31, 2004 Compared to Year Ended December 31, 2003
Gross premiums written

Gross premiums written increased $184.5 million, or 72%, from $258.0 million in 2003 to $442.5 million in
2004. Included in this amount were premiums assumed from related parties, which decreased $111.5 million, or
55%, from $201.8 million in 2003 to $90.3 million in 2004. This decrease was largely due to the decrease in the
qualifying quota share reinsurance from 30% in 2003 to 10% in 2004, as described above in ‘‘— Material
Items Affecting Results — Related Party Reinsurance Contracts’’. Third party gross premiums written increased
$295.2 million, or 518%, from $57.0 million in 2003 to $352.2 million in 2004. This increase was due to the
establishment of Catlin UK, which started writing business in 2004, as well as to increases in classes of business
written by Catlin Bermuda, such as Catastrophe Treaty and Proportional Treaty.

Net premiums earned

Net premiums earned increased $170.6 million, or 104%, from $164.3 million in 2003 to $334.9 million in
2004. Of this amount, related party net premiums earned increased $0.3 million, from $143.4 million in 2003 to
$143.7 million in 2004. Third party net premiums earned increased substantially as Catlin UK started writing
business during 2004. In addition, Catlin Bermuda started writing third-party business during 2003 and this
growth reflected premiums written in 2003 being earned in 2004, as well as increased earnings on premiums
written during 2004. This increase arose as Catlin Bermuda became more established in its second underwriting
year.

Net investment income and net realized gains/(losses) on investments

Net investment income and net realized gains/(losses) on investments increased $16.8 million, or 114%,
from $14.7 million in 2003 to $31.5 million in 2004. Realized return on average investments, including interest
on funds held, was 4.3% in 2004, compared to 3.2% in 2003. See ‘‘— Annualized Return on Average
Investments’’, for a more detailed analysis.

Net realized gains on foreign exchange

Realized gains on foreign exchange increased $2.7 million, or 34%, from $7.9 million in 2003 to
$10.6 million in 2004.

The pounds sterling/US dollar spot rate increased from 1.79 at January 1, 2004 to 1.92 at December 31,
2004, an increase of 7%. In 2003, the rate increased from 1.61 at January 1 to 1.79 at December 31, an increase
of 11%. The foreign exchange gains in both years reflect the strengthening in sterling, as well as an increase in
the level of sterling transactions with related party companies.

Losses and loss expenses

Losses and loss expenses increased $106.1 million, or 113%, from $93.9 million in 2003 to $200.0 million
in 2004. The loss ratio increased 2.6 percentage points, from 57.1% in 2003 to 59.7% in 2004. Included in these
numbers were net incurred losses of $18.8 million for hurricanes Charley, Frances, Ivan and Jeanne in 2004;
there were no comparable losses in 2003.

Related party losses and loss expenses decreased $0.9 million, or 1%, from $83.9 million in 2003 to
$83.0 million in 2004.

Losses and loss expenses incurred from third party business increased $100.8 million, or 622%, from
$16.2 million in 2003 to $117.0 million in 2004. This reflects the startup of Catlin UK during 2004. In addition,
losses and loss expenses in Catlin Bermuda increased as claims in respect of the 2003 underwriting year were
made as the policies written in that year matured, in line with the growth in net premiums earned.
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Policy acquisition costs

Policy acquisition costs increased $40.7 million, or 188%, from $21.7 million in 2003 to $62.4 million in
2004. The policy acquisition cost ratio increased 5.4 percentage points, from 13.2% in 2003 to 18.6% in 2004.
Catlin UK began writing business during 2004, resulting in a higher brokerage rate than business written in Catlin
Bermuda.

Administrative and other expenses

Administrative and other expenses increased $7.9 million, or 155%, from $5.1 million in 2003 to
$13.0 million in 2004. The administrative and other expense ratio increased 0.7 percentage points, from 3.1% in
2003 to 3.8% in 2004. These increased expenses reflect startup costs of Catlin UK as well as increased staff
throughout the CICL Group to manage its growing business.

Tax expense

Income tax expense increased $2.1 million, from $0.1 million in 2003 to $2.2 million in 2004, primarily due
to the startup of Catlin UK and taxable profits generated during its first year of operation.

Annualized Return on Average Investments

For the Six Months
Ended June 30,

2006 2005
(in thousands, except
percentages)
Total investments, as at June 30 .. ...... ... ... ... $1,250,879  $954,397
Net investment iINCOME . . .. ..ottt e e e $ 27,478 $ 21,978
Net realized (losses)/gains on investments . .......................... (2,003) 1,398
Net unrealized losses on Investments ... .............oeuvrnenennn... (15,079) (5,858)

$ 10396 § 17,518

Realized annualized return on average investments.................... 4.38% 5.06%
Total annualized return on average investments....................... 1.78% 3.79%

Six Months Ended June 30, 2006 Compared to Six Months Ended June 30, 2005

During the first six months of 2006, average interest rates continued to rise, with three-year rates in the
U.S. averaging 4.65% in 2006 compared to 2.74% in 2005. Similarly, five year rates averaged 4.75% as
compared to 3.78% for the same period last year. As a result of the relatively short-term nature of CICL Group’s
liabilities and therefore its matched assets, the CICL Group was heavily impacted by these rate rises, and
recorded substantial unrealized losses on its invested assets.

In addition, the CICL Group holds significant levels of treasury inflation protected securities. The interest
rate rises during the year triggered accretion income in these securities, which contributed to the increase in net
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investment income during the year. At the same time, the amortized cost of the portfolio increased above market
value, further contributing to the CICL Group’s total unrealized loss position.

For the Year Ended December 31,

2005 2004 2003

(in thousands, except percentages)
Total investments, as at December 31 ... ....... ... ... ... ......... $1,101,908  $909,614  $545,541
Net Investment INCOME . . . . .o vttt ettt et e e $ 46,781 $ 28,796 $ 14,572
Net realized gains on investments .. ..................ueuenon.... 349 2,685 172
Net unrealized (losses)/gains on investments . ..................... (18,339) 6,021 5,582

$§ 28,791 $ 37,502 § 20,326

Realized annualized return on average investments ................. 4.7% 4.3% 3.2%
Total annualized return on average investments .................... 2.9% 5.3% 4.4%

Year ended December 31, 2005 compared to year ended December 31, 2004

During 2005, short-term interest rates rose and yield curves flattened dramatically, significantly impacting
fixed income securities with a maturity of less than three years. As a result of the relatively short-term nature of
CICL Group’s liabilities and therefore its matched assets, the CICL Group was heavily impacted by these rate
rises, and recorded substantial unrealized losses on its invested assets.

Year ended December 31, 2004 compared to year ended December 31, 2003

During 2004, one to five year interest rates remained relatively flat, with small decreases in longer-term
rates. Due to the increased level of CICL Group’s investments in fixed maturities in early 2004, unrealized gains
increased year on year. The majority of these gains were experienced in the portfolio of treasury inflation
protected securities referred to above. In addition, the duration of the CICL Group fixed maturity portfolio
increased, from 1.3 years at the end of 2003 to 3.7 years at the end of 2004.

Liquidity and Capital Resources

The CICL Group has no borrowings. The principal sources of funds for these companies’ operations consist
of insurance and reinsurance premiums and net investment income. The principal uses are the payment of claims
related to insurance and reinsurance risks and operating expenses as well as capital expenditures and the purchase
of reinsurance. Catlin Bermuda did not pay dividends in 2005, 2004 or 2003.

The CICL Group’s businesses are subject to both regulatory and solvency requirements. On both an
individual company and on a consolidated basis, the CICL Group exceeds minimum solvency requirements.

Liquidity requirements

As at June 30, 2006, the Catlin Group had outstanding debt of $50 million, representing borrowings under
the 364-day $50 million revolving facility with a one year term-out option that comprises part of the Club Facility
discussed below under ‘‘— Capital resources’’. The facility is guaranteed by cross guarantees of material
subsidiaries, including members of the CICL Group. This debt bears interest at LIBOR plus 65 basis points and
the Catlin Group is required to maintain free and unencumbered assets consisting of cash, OECD government
bonds, US agency bonds and corporate bonds, discounted by prescribed percentages, in an amount sufficient to
repay the loan at any time. This loan, which is available under one, two or three month renewal periods, can be
repaid, with notice, at any time at the discretion of the Catlin Group in increments of $10 million. The Catlin
Group has the option to extend the revolving facility for 364 days, or to convert all cash advances into a term
loan. The Catlin Group’s debt to equity ratio was 4.9% at June 30, 2006.

On November 17, 2006, Catlin Group Limited, as borrower and guarantor, and Catlin Holdings Limited,
Catlin Holdings (UK) Limited, Catlin Bermuda, Catlin Syndicate Limited, Catlin Finance (UK) Limited and
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Catlin Insurance Company (UK) Holdings Limited, each as guarantors, entered into a $500 million credit facility
with JPMorgan Europe Limited, as Facility Agent, JPMorgan PLC, as arranger, and JPMorgan Chase Bank, N.A.,
as original bank.

The facility agreement provides for a single US dollar denominated facility to be used, amongst other
purposes, for financing the Wellington acquisition and associated transaction and other costs. All amounts
outstanding under the facility agreement shall be repaid on the final maturity date, being 364 days after the date
of the facility agreement, provided that, at Catlin Group Limited’s option (subject to no default being outstanding
under the facility agreement and payment of an extension fee of 0.15% of each bank’s commitment), the final
maturity date may be extended by 6 months. Catlin Group Limited intends to repay amounts borrowed under this
facility with net proceeds from this offering.

Under the facility, the borrower and guarantors give various covenants and undertakings customary for
facilities of this nature, including the provision of certain financial information, preservation of assets and
compliance with all material laws to which such entities may be subject. The facility agreement contains certain
restrictions on the borrowers and guarantors including restrictions on granting security, entering into mergers and
acquisitions, the disposal of certain assets, entering into transactions with affiliates, the incurrence of financial
indebtedness and the granting of loans and guarantees. The facility agreement also contains events of default
customary for acquisition financings, the occurrence of which would entitle the banks to accelerate all
outstanding loans and terminate their commitments in respect of the facility agreement.

Liquidity sources

As at June 30, 2006, the CICL Group’s consolidated total invested assets were $1.3 billion, which included
cash and short-term instruments of $463 million. The CICL Group’s invested assets consist solely of highly
liquid, highly rated investments. As at June 30, 2006, 96% of the CICL Group’s invested assets were rated AA—
or Aa3 or better by either Standard & Poor’s or Moody’s, with an overall weighted average of AAA. A key
objective of the Catlin Group’s investment policy is to match the currency of its risks to the currency of its
investments in order to avoid foreign exchange exposure.

CICL Group’s cash flows from operations were $74.1 million in the first six months of 2006, $226.6 million
in 2005, $265.9 million in 2004 and $42.2 million in 2003.

The CICL Group assumes business from the Catlin Syndicate, a related party. Cash flows from the
operations of the Catlin Syndicate are subject to restrictions imposed by Lloyd’s. These cash flows can be used to
pay expenses, including claims and reinsurance costs, in respect of the Syndicate. However, under the Lloyd’s
accounting system, net profits for a given Lloyds underwriting year of account are only distributable from
premium trust funds to members of a syndicate upon closure of the year of account (ordinarily 36 months from
commencement of the year of account). At the managing agent’s discretion, profits may be pai