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Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following
provisions (see General Instruction A.2. below):

o     Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

o     Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
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o     Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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EXPLANATORY NOTE

     We are amending the Current Report on Form 8-K that we filed on March 1, 2007 to include the Financial Statements of Business Acquired and Pro Forma
Financial Information set forth below under Item 9.01 Financial Statements and Exhibits.

ITEM 9.01. FINANCIAL STATEMENTS AND EXHIBITS.

(a) Financial Statements of Business Acquired.

          The required financial statements of Inter-Ocean Holdings Ltd. are attached hereto as Exhibit 99.1 and are incorporated in their entirety herein by
reference.

(b) Pro Forma Financial Information.

          The required pro forma combined financial information is attached hereto as Exhibit 99.2 and is incorporated in its entirety herein by reference.

(d) Exhibits.

23.1 Consent of Deloitte & Touche (for Inter-Ocean Holdings Ltd.)
 

99.1 Audited financial statements of Inter-Ocean Holdings Ltd. for the year ended December 31, 2006.



 

99.2 Pro Forma Condensed Combined Consolidated Financial Statements of Enstar Group Limited as of December 31, 2006 (Unaudited).
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SIGNATURES

     Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.
     
 ENSTAR GROUP LIMITED

  

Date: May 11, 2007 By:  /s/ richard j. harris   
  Richard J. Harris  
  Chief Financial Officer  
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EXHIBIT INDEX

23.1 Consent of Deloitte & Touche (for Inter-Ocean Holdings Ltd.)
 

99.1 Audited financial statements of Inter-Ocean Holdings Ltd. for the year ended December 31, 2006.
 

99.2 Pro Forma Condensed Combined Consolidated Financial Statements of Enstar Group Limited as of December 31, 2006 (Unaudited).



 

EXHIBIT 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in the Registration Statement on Form S-8 (Registration No. 333-141793) of Enstar Group Limited of our report
dated May 11, 2007, relating to the financial statements of Inter-Ocean Holdings Ltd. as of December 31, 2006 and for the year ended December 31, 2006,
included in the Current Report on Form 8-K/A of Enstar Group Limited filed with the Securities and Exchange Commission on May 11, 2007.
   
/s/ Deloitte & Touche   
   
Hamilton, Bermuda   
   
May 11, 2007   



 

Exhibit 99.1

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholder of Inter-Ocean Holdings Ltd.

We have audited the accompanying consolidated balance sheet of Inter-Ocean Holdings Ltd. and subsidiaries (the “Company”) as of December 31, 2006, and
the related consolidated statements of loss, comprehensive income, shareholders’ equity and cash flows for the year ended December 31, 2006. These
financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements based on
our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. The Company is not
required to have, nor were we engaged to perform, an audit of its internal control over financial reporting. An audit included consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for
our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Inter-Ocean Holdings Ltd. and
subsidiaries as of December 31, 2006 and the results of their operations and their cash flows for the year ended December 31, 2006 in conformity with
accounting principles generally accepted in the United States of America.

/s/ Deloitte & Touche

Hamilton, Bermuda
May 11, 2007



 

INTER-OCEAN HOLDINGS LTD.
CONSOLIDATED BALANCE SHEET

as of December 31, 2006
(expressed in thousands of U.S. dollars, except share data and per share data)

     
ASSETS     

Short-term investments and fixed maturities, available for sale, at fair value (amortized cost: $50,187)  $ 50,139 
Short-term investments and fixed maturities, trading securities, at fair value (amortized cost: $340,362)   343,259 

Total investments   393,398 
Cash and cash equivalents   21,286 
Restricted cash and cash equivalents   24,227 
Accrued interest receivable   4,668 
Accounts receivable   614 
Insurance and reinsurance balances receivable   218,142 
Funds withheld by reinsureds   40,512 

TOTAL ASSETS  $702,847 
     
LIABILITIES     

Insurance and reinsurance balances payable  $179,782 
Losses and loss adjustment expenses   452,366 
Accounts payable and accrued liabilities   248 

TOTAL LIABILITIES   632,396 
     
SHAREHOLDERS’ EQUITY     
Share capital     

Authorized issued and fully paid, par value $1 each (Authorized: 48,000) Ordinary shares (Issued: 13,200)   13 
Additional paid-in capital   31,814 
Accumulated other comprehensive (loss)   (48)
Retained earnings   38,672 

TOTAL SHAREHOLDERS’ EQUITY   70,451 
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY  $702,847 

See accompanying notes to the consolidated financial statements
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INTER-OCEAN HOLDINGS LTD.
CONSOLIDATED STATEMENT OF LOSS

for the year ended December 31, 2006
(expressed in thousands of U.S. dollars except per share data)

     
INCOME     

Consulting fees  $ 324 
Net investment income   26,169 
Net realized investment gains   16 

   26,509 
     
EXPENSES     

Salaries and benefits   800 
General and administrative expenses   3,875 
Interest expense   23,016 
Net foreign exchange (loss)   (9)

   27,682 
NET LOSS  $ (1,173)
PER SHARE DATA:    
Loss per share — basic and diluted  $ 0.89 
Weighted average shares outstanding — basic and diluted   13,200 

See accompanying notes to the consolidated financial statements
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INTER-OCEAN HOLDINGS LTD.
CONSOLIDATED STATEMENT OF COMPREHENSIVE LOSS

for the year ended December 31, 2006
(expressed in thousands of U.S. dollars)

     
NET LOSS  $ (1,173)
     
Other comprehensive income:     
Unrealized holding gains on investments arising during the period   139 
Reclassification adjustment for net realized gains included in net loss   (16)
Other comprehensive income:   123 
COMPREHENSIVE LOSS  $ (1,050)

See accompanying notes to the consolidated financial statements
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INTER-OCEAN HOLDINGS LTD.
CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

for the year ended December 31, 2006
(expressed in thousands of U.S. dollars)

     
Share Capital     

Balance, beginning and end of period  $ 13 
 
Additional Paid-in Capital     

Balance, beginning and end of period  $ 31,814 
 
Accumulated other comprehensive income (Unrealized losses on available-for-sale securities)     

Balance, beginning of period  $ (171)
Other comprehensive income   123 
Balance, end of period  $ (48)

 
Retained earnings     

Balance, beginning of period  $ 39,845 
Net loss   (1,173)
Balance, end of period  $ 38,672 

See accompanying notes to the consolidated financial statements
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INTER-OCEAN HOLDINGS LTD.
CONSOLIDATED STATEMENT OF CASH FLOWS

for the year ended December 31, 2006
(expressed in thousands of U.S. dollars)

     
OPERATING ACTIVITIES:     

Net loss  $ (1,173)
Adjustments to reconcile net loss to cash flows provided by operating activities:     

Amortization of bond premiums or discounts   (297)
Net realized investment gains on available-for-sale securities   (16)
Gain of sale of fixed assets   (50)

     
Changes in assets and liabilities:     

Purchases of trading securities   (134,071)
Sales and maturities of trading securities   159,015 
Accrued interest receivable   (362)
Accounts receivable   598 
Insurance and reinsurance balances receivable   (42,754)
Funds withheld by reinsureds   (2,862)
Insurance and reinsurance balances payable   (14,612)
Loss and loss adjustment expenses   44,949 
Account payable and accrued liabilities   (1,036)

Net cash flows provided by operating activities   7,329 
     
INVESTING ACTIVITIES:     

Purchase of available-for-sale securities   (219,337)
Maturities of available-for-sale securities   168,307 
Sales of available-for-sale securities   69,696 
Movement in restricted cash and cash equivalents   (7,726)
Sales of fixed assets   192 

Net cash flows provided by investing activities   11,132 
NET INCREASE IN CASH AND CASH EQUIVALENTS   18,461 
     
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR   2,825 
CASH AND CASH EQUIVALENTS, END OF YEAR  $ 21,286 
     
Supplemental Cash Flow Information     
 
Income taxes paid  $ 1 

See accompanying notes to the consolidated financial statements
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INTER-OCEAN HOLDINGS LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

December 31, 2006
(expressed in thousands of U.S. dollars)

1. DESCRIPTION OF BUSINESS

On February 23, 2007, Inter-Ocean Holdings Ltd. (“Inter-Ocean” or “the company”) was acquired by Oceania Holdings Ltd. (“Oceania”), a wholly-owned
subsidiary of Enstar Group Limited.

Inter-Ocean was incorporated in Bermuda on May 31, 1990.

Inter-Ocean’s wholly-owned subsidiaries are Inter-Ocean Reinsurance Company Ltd. (“Inter-Ocean Re”), Inter-Ocean Reinsurance (Ireland) Ltd. (“Inter-
Ocean (Ireland)”), Inter-Ocean Credit Products Ltd. (“Inter-Ocean Credit”) and Inter-Ocean Services Ltd. (“Inter-Ocean Services”).

In April 2005, the Board of Directors made the decision that the group would voluntarily cease underwriting new business.

Inter-Ocean Re was incorporated in May 1990 under the laws of Bermuda and is registered as a Class 3 insurer under The Insurance Act 1978 and related
regulations. Inter-Ocean Re provided coverage of property and casualty risks on a finite risk basis.

Inter-Ocean (Ireland) is domiciled in Ireland and was incorporated in June 2000 as a reinsurance company to provide reinsurance of property and casualty
risks on a finite risk basis.

Inter-Ocean Credit is domiciled in Bermuda and was incorporated in June 2001 to enter into non-insurance financial transactions.

Inter-Ocean’s policy was to arrange for the full reinsurance of the insurance risks which it underwrites in excess of net premium funds received. As a
consequence, Inter-Ocean retains no net insurance risk in respect of business underwritten but instead retains a fee or margin relating to each contract
assumed and, in certain cases, earns a profit commission on the results of business ceded. However, the company continues to be liable to its insureds and
reinsureds should its reinsurers fail to meet their obligations.
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INTER-OCEAN HOLDINGS LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

December 31, 2006
(expressed in thousands of U.S. dollars)

2. SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation — These consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the
United States of America. The preparation of Inter-Ocean’s consolidated financial statements necessarily requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the balance sheet date, as
well as the reported amounts of income and expenses during the fiscal period. Actual results could differ from those estimates.

Basis of Consolidation — The consolidated financial statements include the accounts of Inter-Ocean and its wholly-owned subsidiaries, Inter-Ocean Re,
Inter-Ocean (Ireland), Inter-Ocean Credit and Inter-Ocean Services. All significant intercompany transactions have been eliminated.

Cash and cash equivalents — Cash equivalents comprise term deposits and short-term liquid marketable securities having a maturity of less than three
months when acquired by the company.

Investments — The company’s marketable securities comprise debt securities other than debt securities with a maturity of less than three months when
acquired. Under the terms of certain of the company’s reinsurance contracts the investment return on a portion of the portfolio is credited to the benefit of
retrocessionaires. Pursuant to Derivative Implementation Guidance issue B-36 (“DIG B36”), this portion of the portfolio is classified as trading securities
and the remainder of the portfolio is classified as available-for-sale securities. The net unrealized appreciation on available-for-sale securities, comprising
unrealized gains and losses, represents the aggregate difference between the amortized cost of securities and the quoted market value of those securities at
the period end. Net unrealized appreciation or depreciation is included within accumulated other comprehensive income, a separate component of
shareholders’ equity. Securities classified as trading are stated at fair value with gains and losses included in net realized investment gains. Net realized
gains and losses, measured as the difference between the amount for which the securities are disposed and their amortized cost are included as a
component of income.

The premium or discount arising from the purchase of marketable debt securities (including zero coupon bonds) held by the company, determined at the
time of purchase, is amortized to maturity and the carrying value of such securities is adjusted monthly by the amount of the amortization.

Investments classified as available-for-sale are reviewed on a regular basis to determine if they have sustained an impairment of value that is considered to
be other than temporary. There are several factors that are considered in the assessment of an investment, which include (i) the time period during which
there has been a significant decline below cost, (ii) the extent of the decline below cost, (iii) the company’s intent and ability to hold the security, (iv) the
potential for the security to recover in value, (v) an analysis of the financial condition of the issuer and (vi) an analysis of the collateral structure and credit
support of the security, if applicable. The identification of potentially impaired investments involves significant management judgment. Any unrealized
depreciation in value considered by management to be other than temporary is recognized in net earnings in the period that it is determined. Investment
purchases and sales are recorded on a trade-date basis.

Insurance and reinsurance transactions — For all insurance and reinsurance agreements, as no net insurance risk is retained by the company, the
company records the net fee or margin earned as a result of the transactions in the consolidated statement of loss over the period of gross insurance
exposure.
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INTER-OCEAN HOLDINGS LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

December 31, 2006
(expressed in thousands of U.S. dollars)

The insurance and reinsurance assets and liabilities relating to each of its direct, assumed and ceded agreements are recorded separately at their gross
amounts in the consolidated balance sheet.

Under certain agreements, the company pays an investment return to retrocessionaires based upon the investment return earned by the Company on a
portion of its investment portfolio. In these arrangements, gross investment returns are typically reflected in net investment income with a corresponding
increase or decrease (net of a spread) being recorded as interest expense in the company’s Consolidated Statement of Loss. In such cases, an embedded
derivative exists under Statement of Financial Accounting Standards (SFAS) 133 Derivatives Implementation Group (DIG) Issue No. B36. The fair value of
these derivatives is recorded by the Company as an increase or decrease to the insurance and reinsurance receivable balance.

Deposit Assets and Liabilities — In the normal course of its operations, the Company enters into certain contracts that do not meet the risk transfer
provisions of SFAS No. 113 “Accounting and Reporting for Reinsurance of Short-Duration and Long-Duration Contracts”. These contracts are accounted
for using the deposit accounting method in accordance with Statement of Position 98-7 “Deposit Accounting: Accounting for Insurance and Reinsurance
Contracts That Do Not Transfer Risk”.

Losses and loss adjustment expenses — The liability for losses and loss adjustment expenses includes an amount determined from loss reports and
individual cases and an amount, based on historical loss experience and industry statistics, for losses incurred but not reported. These estimates are
continually reviewed and are necessarily subject to the impact of future changes in such factors as claim severity and frequency. While company’s
management believes that the amount is adequate, the ultimate liability may be significantly in excess of, or less than, the amounts provided. Adjustments
will be reflected as part of net increase or reduction in loss and loss adjustment expense liabilities in the periods in which they become known.

The company’s insurance and reinsurance subsidiaries establish provisions for loss adjustment expenses relating to run-off costs for the estimated duration
of the run-off. These provisions are assessed at each reporting date and provisions relating to future periods adjusted to reflect any changes in estimates of
the periodic run-off costs or the duration of the run-off.

Profit commission — Certain of the company’s contracts accrue profit commissions representing estimated amounts that may be receivable from
retrocedents based on the experience fund and commutation provisions of the agreements as at the consolidated balance sheet date. Any adjustments
which may arise based on revisions to the profit commission are reflected in the consolidated financial statements in the period in which revisions and
interest expense are made. Amounts recorded as profit commission are included in insurance and reinsurance fee income.

Investment income — Investment income and interest expense are recognized when earned and are stated net of amortization. Under the terms of certain of
Inter-Ocean’s reinsurance contracts an investment return is credited to the benefit of retrocessionaires on loss and loss adjustment expense liabilities and
insurance balances payable.

Foreign currency translation — Assets and liabilities denominated in foreign currencies are translated at the rates of exchange prevailing at the period
end. Income and expense amounts are translated at the rates of exchange prevailing at the time of the various transactions. Gains and losses arising from
translation are included in income.

New Accounting Pronouncements — In July 2006, the FASB issued FASB Interpretation No. 48 (FIN 48), Accounting for Uncertainty in Income Taxes.
FIN 48 prescribes detailed guidance for the financial statement recognition, measurement and disclosure of uncertain tax positions recognized in an
enterprise’s financial statements in accordance with FASB Statement No. 109, “Accounting for Income Taxes.” Tax positions must meet a more-likely-
than-not recognition threshold at the effective date to be recognized upon the adoption of FIN 48 and in subsequent periods. FIN 48 will be effective for
fiscal years beginning after December 15, 2006 and the provisions of FIN 48 will be applied to all tax positions upon initial adoption of the Interpretation.
The cumulative effect of applying the provisions of this Interpretation will be reported as an adjustment to the opening balance of retained earnings for
that fiscal year. The company is currently evaluating the potential impact of FIN 48 on its financial statements when adopted.

In September 2006, the FASB issued FAS 157, Fair Value Measurement. This Statement provides guidance for using fair value to measure assets and
liabilities. Under this standard, the definition of fair value focuses on the price that would be received to sell the asset or paid to transfer the liability (an
exit price), not the price that would be paid to acquire the asset or received to assume the liability (an entry price). FAS 157 clarifies that fair value is a
market-based measurement, not an entity-specific measurement, and sets out a fair value hierarchy with the highest priority being quoted prices in active
markets and the lowest priority to unobservable data. Further, FAS 157 requires tabular disclosures of the fair value measurements by level within the fair
value hierarchy. FAS 157 is effective for fiscal years beginning after November 15, 2007, and interim periods within those fiscal years. Early adoption is
permitted as of the beginning of a fiscal year. The company is currently evaluating the potential impact of FAS 157 on its financial statements when
adopted.

In February 2007, the FASB issued FAS No. 159 “The Fair Value Option for Financial Assets and Financial Liabilities — Including an amendment of
FASB Statement No. 115” (“FAS 159”). FAS 159 permits entities to choose to measure many financial instruments and certain other items at fair value.
The objective is to improve financial reporting by providing entities with the opportunity to mitigate volatility in reported earnings caused by measuring
related assets and liabilities differently without having to apply complex hedge accounting provisions. This statement is expected to expand the use of
fair value measurement, which is consistent with the FASB’s long-term measurement objectives for accounting for financial instruments. The fair value
option established will permit all entities to choose to measure eligible items at fair value at a specified election dates. An entity shall record unrealized
gains and losses on items for which the fair value option has been elected through net income in the statement of operations at each subsequent reporting
date. This statement is effective as of the beginning of an entity’s first fiscal year that begins after November 15, 2007. The company is currently
evaluating the potential impact of FAS 159 on its financial statements when adopted.
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INTER-OCEAN HOLDINGS LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

December 31, 2006
(expressed in thousands of U.S. dollars)

3. RESTRICTED CASH AND CASH EQUIVALENTS

Cash and cash equivalents in the amount of $24,227 is restricted at December 31, 2006 to meet obligations to ceding insurers and reinsurers.

4. INVESTMENTS

Available-for-sale Securities

The amortized cost and quoted market values of investments in available-for-sale securities are as follows:
                 
      Gross   Gross   Quoted  
  Amortized  unrealized   unrealized   market  
  cost   gains   losses   value  
U.S. Treasury securities and obligations of U.S. government

corporations and agencies  $ 7,314  $ —  $ (47)  $ 7,267 
Corporate securities   9,617   7   (15)   9,609 
Mortgage/asset-backed securities   6,602   7   —   6,609 
                 
Total  $ 23,533  $ 14  $ (62)  $ 23,485 
Short-term Securities   26,654   —   —   26,654 
                 
Total  $ 50,187  $ 14  $ (62)  $ 50,139 

As of December 31, 2006 none of these securities were considered to be other than temporarily impaired. Management has the intent and ability to hold
these securities until recovery of the unrealized loss. The unrealized losses from these securities were not a result of credit, collateral or structural issues.

Proceeds from sales of available-for-sale securities during 2006 were $69,696. Gross realized gains of $140 and gross realized losses of $124 were realized
on those sales in the period.

The amortized cost and estimated fair value as at December 31, 2006 of debt securities, classified as available-for-sale by contractual maturity are shown
below. Expected maturities could differ from contractual maturities because borrowers may have the right to call or prepay obligations with or without call
or prepayment penalties.
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INTER-OCEAN HOLDINGS LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

December 31, 2006
(expressed in thousands of U.S. dollars)

         
      Quoted  
  Amortized  market  
Available-for-sale Securities  cost   value  
         
Due in one year or less  $ 34,045  $ 34,029 
Due after one year through five years   7,162   7,139 
Due after five years through ten years   1,260   1,242 
Due after ten years   1,117   1,120 
   43,585   43,530 
         
Mortgage/asset-backed securities/other investments   6,602   6,609 
 
  $ 50,187  $ 50,139 

Trading Securities

The amortized cost and estimated fair value as at December 31, 2006 of debt securities classified as trading was as follows:
         
      Quoted  
  Amortized   market  
  cost   value  
U.S. Treasury securities and obligations of U.S. government corporations and agencies  $ 191,084  $ 188,861 
Corporate securities   142,473   147,559 
Mortgage/asset-backed securities   6,805   6,839 
 
Total  $ 340,362  $ 343,259 

5. INSURANCE AND REINSURANCE BALANCES RECEIVABLE AND FUNDS WITHHELD BY REINSUREDS

Insurance and reinsurance balances receivable represent amounts due from insureds, reinsureds and reinsurers. The total balance of $218,142 comprises
the following:
     
Paid losses recoverable  $ 9,766 
Outstanding loss reserves recoverable   16,997 
Incurred but not reported recoverable   191,379 
     
  $ 218,142 
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INTER-OCEAN HOLDINGS LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

December 31, 2006
(expressed in thousands of U.S. dollars)

Failure of insureds and reinsureds or reinsurers to pay amounts due under insurance and reinsurance contracts could result in losses to the company. The
company evaluates the financial condition of its clients and reinsurers and monitors the concentration of credit risk arising from geographic regions,
business practices or economic characteristics of such companies to minimize its exposure to significant loss. As at December 31, 2006 allowances were
not considered necessary.

Insurance and reinsurance balances receivable include $217,432, representing 95% of total reinsurance balances recoverable, associated with a single A.M
Best A rated reinsurer. The funds withheld of $40,512 are due from one ceding company.

6. LOSSES AND LOSS ADJUSTMENT EXPENSES

The total balance of $452,366 comprises the following:
     
Outstanding loss reserves   $  40,519 
Incurred but not reported loss reserves   411,847 
     
   $452,366 

Activity in the liability for unpaid loss and loss adjustment expenses is summarized as follows:
     
Balance as at December 1, 2005   $480,178 
Less reinsurance recoverables   (220,936)
Net balance as at December 1, 2005   259,242 
Incurred related to prior years   — 
Net investment income   22,810 
Run off provision   2,315 
Paid related to prior years   (40,377)
Net balance as at December 31, 2006   243,990 
Plus reinsurance recoverables   208,376 
Balance as at December 31, 2006   $452,366 
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INTER-OCEAN HOLDINGS LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

December 31, 2006
(expressed in thousands of U.S. dollars)

7. STATUTORY REQUIREMENTS
 

  The company’s insurance and reinsurance operations are subject to insurance laws and regulations in Bermuda and Ireland. Statutory capital and surplus
as reported to the relevant regulatory authorities for the insurance and reinsurance subsidiaries of the company as of December 31, 2006 was as follows:

      Inter-Ocean
  Inter-Ocean Re  (Ireland)
Required statutory capital and surplus   $  1,250   $3,000 
Actual statutory capital and surplus   68,341   3,632 
Statutory income   (1,396)   573 
Maximum available for dividends   67,091   632 

  Distributions from Inter-Ocean Re cannot be made without prior approval of the Bermuda Monetary Authority.
 

  Inter-Ocean and Inter-Ocean Re have provided guarantees to Inter-Ocean (Ireland) such that they will maintain minimum capital and surplus levels to
Inter-Ocean (Ireland) as required by the Irish regulatory authorities.

 
8. RELATED PARTY TRANSACTIONS
 

  The company has entered into insurance and reinsurance agreements with unrelated parties, as well as with shareholders of Inter-Ocean. The company has
ceded certain risks to shareholders of Inter-Ocean. In addition, the company has entered into various investment management agreements with companies
that are related to this same shareholder.
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INTER-OCEAN HOLDINGS LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

December 31, 2006
(expressed in thousands of U.S. dollars)

The consolidated financial statements, include the following amounts which are attributable to related party transactions and balances:
     
Investment management fees  $ 44 
Insurance and reinsurance balances receivable   217,432 
Accounts receivable and prepaid expenses   573 
Insurance and reinsurance balances payable   31,412 

9.  COMMITMENTS AND SECURITY ARRANGEMENTS
 

  At December 31, 2006 the company had established letters of credit with various banks providing aggregate letter of credit capacity of $117,000. Letters
of credit issued under these facilities are collateralized by pledged cash and cash equivalents and marketable securities of the company, and by
assignment of various amounts due to the company under certain retrocessional contracts. At December 31, 2006, letters of credit under these facilities
totaling approximately $87,000 were outstanding.

 

  In accordance with certain assumed reinsurance agreements, the company is required to deposit funds into trust to secure its obligations in respect of
losses payable and outstanding and the unexpired portion of premiums assumed. Under the terms of the trust agreements, the company is entitled to
receive the income derived from funds deposited into trust. At December 31, 2006, cash and marketable securities with a quoted market value of
$299,867 were pledged under these trust agreements.

 

  On February 22, 2007 Oceania entered into a term facility agreement for $26,825 with a London-based bank, which contains various financial and
business covenants, including limitations on liens on the stock of restricted subsidiaries, restrictions as to the disposition of the stock of restricted
subsidiaries and limitations on mergers and consolidations.

 
10. TAXATION

 a)  Bermuda
 

   The company has received an undertaking from the Bermuda government exempting it from all local income, withholding and capital gains taxes
until March 28, 2016. At present time no such taxes are levied in Bermuda.

 b)  Ireland
 

   Inter-Ocean (Ireland) is subject to corporation tax at a rate of 12.5% of net income. Due to losses carried forward in 2005 there is no tax liability for
2006.
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INTER-OCEAN HOLDINGS LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

December 31, 2006
(expressed in thousands of U.S. dollars)

11. CONTINGENT LIABILITY
 

  A number of the company’s shareholders have received subpoenas and other informational requests from U.S. governmental authorities seeking
information regarding finite reinsurance transactions and related matters. The company has not received a subpoena. The company retained outside
counsel in late 2004 to review and advise on the policies and practices of the company’s finite reinsurance operations. To date, neither the company nor
outside counsel has discovered any evidence of wrongdoing on the part of the company.
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EXHIBIT 99.2

ENSTAR GROUP LIMITED
(FORMERLY CASTLEWOOD HOLDINGS LIMITED)
UNAUDITED PRO FORMA CONDENSED COMBINED

FINANCIAL STATEMENTS

     The following unaudited pro forma condensed combined financial statements are based on the historical financial statements of Enstar Group Limited, or
Enstar, and Inter-Ocean Holdings Ltd., or Inter-Ocean, and have been prepared to illustrate the effects of the acquisition of all of the outstanding share capital
of Inter-Ocean by Oceania Holdings Ltd., a wholly-owned subsidiary of Enstar, or Oceania, which was completed on February 23, 2007. The following data is
presented as if the acquisition was completed as of December 31, 2006 for the unaudited pro forma condensed combined financial statements. The unaudited
condensed combined pro forma financial information (i) is based on the cash payment by Enstar of approximately $57 million to the former shareholders of
Inter-Ocean and (ii) reflects the purchase of Inter-Ocean under the purchase method of accounting and represents a current estimate of the financial
information based on available information from Enstar and Inter-Ocean.

     The pro forma information includes adjustments to record the assets and liabilities of Inter-Ocean at their estimated fair market values and is subject to
adjustment as additional information becomes available and as additional analyses are performed. To the extent there are significant changes to Inter-Ocean’s
business, the assumptions and estimates herein could change significantly. The pro forma financial information is presented for illustrative purposes only
under one set of assumptions and does not reflect the financial results of the combined companies had consideration been given to other assumptions or to
the impact of possible operating efficiencies, asset dispositions, and other factors. Further, the pro forma financial information does not necessarily reflect the
historical results of the combined company that actually would have occurred had the transaction been in effect during the period indicated or that may be
obtained in the future. The unaudited pro forma condensed combined financial statements should be read in conjunction with “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” and the historical financial statements, including the related notes, of Enstar covering the
twelve-month period ended December 31, 2006 included in Enstar's Annual Report on Form 10-K for the fiscal year ended December 31, 2006, which is
included in Enstar's Annual Report on Form 10-K filed with the United States Securities and Exchange Commission on March 16, 2007 as well as the
historical financial statements of Inter-Ocean included elsewhere in this current report.



 

ENSTAR GROUP LIMITED
UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED BALANCE SHEET

As of December 31, 2006
(Expressed in thousands of U.S dollars)

                 
  Enstar Group  Inter-Ocean   Adjustment  Combined  
  Limited   Holdings Limited  Entries      
                      Assets                 
Total investments  $ 747,529  $ 393,398  $    $1,140,927 
Cash and cash equivalents   450,817   21,286   (30,879)(a)  441,224 
Restricted cash and cash equivalents   62,746   24,227       86,973 
Reinsurance balances receivable   408,142   218,142       626,284 
Other assets   105,018   45,794       150,812 
Total Assets  $ 1,774,252  $ 702,847  $ (30,879)  $2,446,220 

Liabilities                 
Loss and loss adjustment expense provisions  $ 1,214,419  $ 452,366  $ (2,208)(a) $1,664,577 
Reinsurance balances payable   62,831   179,782       242,613 
Accounts payable and accrued labilities   29,191   248       29,439 
Loans Payable   62,148       26,625(a)   88,773 
Other liabilities   31,533           31,533 
   1,400,122   632,396   24,417   2,056,935 
Minority Interest   55,520   0       55,520 

Members’ Equity                 
Share capital — ordinary shares   19   13   (13)(a)  19 
Additional paid-in capital   111,371   31,814   (31,814)(a)  111,371 
Accumulated other comprehensive income   4,565   (48)   48(a)   4,565 
Retained earnings   202,655   38,672   (38,672)(a)    
           15,155(a)   217,810 
   318,610   70,451   (55,296)   333,765 
Total Liabilities & Members Equity  $ 1,774,252  $ 702,847  $ (30,879)  $2,446,220 

     
Note a     
To record the acquisition of Inter-Ocean by Enstar Group Limited     

using the purchase method of accounting. A summary of the adjustments is as follows:     
Purchase price  $ 57,201 
Direct costs of acquisitions   303 
Total purchase price (cash of $30,879 and loans payable of $26,625)   57,504 
Net assets acquired at fair value   72,659 
Excess of net assets over purchase price (negative goodwill)  $(15,155)



 

ENSTAR GROUP LIMITED
UNAUDITED PRO FORMA CONDENSED COMBINED CONSOLIDATED STATEMENTS OF EARNINGS

for the year ended December 31, 2006
(Expressed in thousands of U.S. dollars)

                 
  Enstar Group  Inter-Ocean  Adjustment   
  Limited  Holdings Limited Entries  Combined
INCOME                 

Consulting fee  $ 33,908  $ 324  $ (750)a  $ 33,482 
Net investment income and net realized gains   48,001   26,185       74,186 

   81,909   26,509   (750)   107,668 
EXPENSES                 

Net reduction in loss and loss adjustment expense liabilities   (31,927)   0       (31,927)
Salaries and benefits   40,121   800       40,921 
General and administrative expenses   18,878   3,875   (750)a   22,003 
Interest expense   1,989   23,016       25,005 
Foreign exchange gain   (10,832)   (9)       (10,841)

   18,229   27,682   (750)   45,161 
EARNINGS BEFORE INCOME TAXES, SHARE OF NET EARNINGS OF

PARTLY-OWNED COMPANY, AND MINORITY INTEREST   63,680   (1,173)       62,507 
                 
INCOME TAXES   318           318 
                 
SHARE OF NET EARNINGS OF PARTLY-OWNED COMPANY   518           518 
                 
MINORITY INTEREST   (13,208)           (13,208)
                 
NET EARNINGS  $ 51,308  $ (1,173)  $ —  $ 50,135 
                 
Basic earnings per share  $ 2,756.72          $2,693.69 
Diluted earnings per share  $ 2,720.76          $2,658.55 
                 
Weighted average shares outstanding — basic   18,612           18,612 
Weighted average shares outstanding — diluted   18,858           18,858 

Note a
Represents the elimination of the annual management fee charged by the Enstar Group Limited to Inter-Ocean Holdings Ltd.
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