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Directors’ responsibility statement

We acknowledge our responsibility for preparing the SFCR in all material respects in accordance with
the requirements of the PRA Rules and the Solvency IT Regulations.

Weare satisfied that:

a) Throughoutthefinancialyearin question, the insurer has complied in all material respects with
therequirements of the PRA Rules and Solvency II Regulations as applicable to the insurer, and

b) It is reasonable to believe that the insurer has continued to comply subsequently and will
continue to comply in the future.

By order of the Board

Crmd—_ @:

Richard Milner Chris Jones

Chief Executive Officer Chief Finance Officer
8th April 2022 8th April 2022
Plantation Place

30 Fenchurch Street
London

EC3M3BD

Highly Confidential

5



Report of the external independent auditor to the Directors of Aspen Insurance UK
Limited (‘the Company’) pursuant to Rule 4.1 (2) of the External Audit Part of the PRA
Rulebook applicableto SolvencyII firms

Report on the Audit of the Relevant Elements of the Solvency and Financial Condition
Report

Opinion

Except as stated below, we have audited the following documents prepared by Aspen Insurance UK
Limited as at 31 December 2021.

e The ‘Valuation for solvency purposes’ and ‘Capital Management’ sections of the Solvency and
Financial Condition Report of Aspen Insurance UK Limited as at 31 December 2021, (‘the
Narrative Disclosuressubjecttoaudit’); and

e Company templates S02.01.02 S17.01.02, , S23.01.01, S28.01.01, (‘the Templates subject
to audit’).

The Narrative Disclosures subject to audit and the Templates subject to audit are collectively referred
to as the ‘Relevant Elements of the Solvency and Financial Condition Report’.

Weare not required to audit, nor have we audited, and as a consequence do not express an opinion on
the Other Information which comprises:

¢ information contained within the Relevant Elements of the Solvency and Financial Condition
Report set out about above which are, or derive from the Solvency Capital Requirement, as
identifiedin the Appendixto thisreport;

e The ‘Business and performance’, ‘System of governance’ and ‘Risk profile’ sections of the
Solvency and Financial Condition Report;

e Companytemplates S05.01.02,505.02.01,519.01.21, S.25.03.21;

e Information calculated in accordance with the previous regime used in the calculation of the
transitional measure on technical provisions,and as a consequence all information relating to
the transitional measures on technical provisions as set out in the Appendix to thisreport

e the written acknowledgement by the Directors of their responsibilities, including for the
preparation of the Solvency and Financial Condition Report (‘the Responsibility
Statement’).

To the extent the information subject to audit in the Relevant Elements of the Solvency and Financial
Condition Report includes amounts that are totals, sub-totals or calculations derived from the Other
Information, we have relied without verification on the Other Information.

In our opinion, theinformation subject to auditin the Relevant Elements of the Solvency and Financial
Condition Report of Aspen Insurance UK Limited as at 31 December 2021 is prepared, in all material
respects, in accordance with the financial reporting provisions of the PRA Rules and Solvency II
regulations on which they are based, as modified by relevant supervisory modifications, and as
supplemented by supervisory approvals and determinations.

Basis for opinion
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We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK))
including ISA (UK) 800 and ISA (UK) 805, and applicable law. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Relevant Elements
of the Solvency and Financial Condition Report section of our report.

We are independent of the Company in accordance with the ethical requirements that are relevant to
our audit of the Solvency and Financial Condition Report in the UK, including the FRC’s Ethical
Standard as applied to publicinterest entities, and we have fulfilled our other ethical responsibilities in
accordance with these requirements. We believe that the audit evidence we have obtained s sufficient
and appropriate to provide a basis for our opinion.

Emphasis of Matter — special purposebasis of accounting

Wedraw attention to the ‘Valuation for solvency purposes’ and ‘Capital Management’ and other relevant
disclosures sections of the Solvency and Financial Condition Report, which describe the basis of
accounting. The Solvency and Financial Condition Reportis prepared in compliance with the financial
reporting provisions of the PRA Rules and SolvencyII regulations, and therefore in accordance with a
special purpose financial reporting framework. The Solvency and Financial Condition Report is
required to be published, and intended users include but are not limited to the Prudential Regulation
Authority. As a result, the Solvency and Financial Condition Report may not be suitable for another
purpose. Our opinion is not modified in respect of this matter.

Goingconcern

The Directors have prepared the Solvency and Financial Condition Report on the going concern basis
asthey do not intend to liquidate the Company or to ceaseits operations, and as they have concluded
that the Company’s financial position means thatthis is realistic. They have also concluded thatthere
areno material uncertainties that could have cast significant doubt over its ability to continue as a going
concern for at least a year from the date of approval of the Solvency and Financial Condition Report
(“thegoing concern period”).

We used our knowledge of the Company, itsindustry, and the general economic environment to identify
the inherent risks to its business model and analysed how those risks might affect the Company's
financial resources or ability to continue operations over the going concern period. The risks that we
considered most likelyto adversely affect the Company’s available financial resources over this period
were:

e adeteriorationin claims experience, potentially caused by market wide catastrophe event(s) or
impacts of the COVID-19 pandemic; and

e adeteriorationin thevaluation of the Company’s investments arising from a significant change in
the economic environment.

We also considered less predictable but realistic second order impacts, such as the failure of
counterparties who have transactions with the Company (such as reinsurers) to meet commitments,
that could give rise to a negative impact on the Company’s financial position, theimpact of COVID-19
on the economic environmentand the resultingimpact on the Company’s available financial resources.

We considered whether these risks could plausibly affect the liquidity in the going concern period by
assessing the degree of downside assumption that, individually and collectively, could result in a
liquidity or solvency issue, taking into account the Company’s current financial resources and capital
headroom (a reverse stress test).

Our conclusionsbased on this work:

¢ we considerthat the directors’ use of the going concern basis of accountingin the preparation
of the Solvency and Financial Condition Report is appropriate; and

e wehave notidentified, and concur with the directors’ assessment thatthere is not, a material

uncertainty related to events or conditions that, individually or collectively, may cast significant
doubton the Company'sability to continue as a going concern for the going concern period.
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However, as we cannot predict all future events or conditions and as subsequent events may result in
outcomes thatare inconsistent withjudgementsthat were reasonable at the time they were made, above
conclusions are nota guarantee thatthe Companywill continue in operation.

Fraud and breaches oflaws and regulations — ability to detect
Identifying andresponding to risks of material misstatement due to fraud

Toidentify risks of material misstatement due to fraud (“fraud risks”) we assessed events or conditions
thatcouldindicate an incentive or pressure to commit fraud or provide an opportunity to commit fraud.
Our risk assessment procedures included:

* Enquiring of directors, the audit committee, internal audit, the risk and compliance officers and
inspection of policy documentation as to the Company’s high-level policies and procedures to
prevent and detect fraud, including the internal audit function, and the Company’s channel for
“whistleblowing”, as well as whether they have knowledge of any actual, suspected or alleged fraud.

* Reading Board, audit committee and risk committee minutes.

* Using analytical proceduresto identify any unusual or unexpected relationships.

We communicated identified fraud risks throughout the audit team and remained alert to any
indications of fraud throughout the audit.

As required by auditing standards, we perform procedures to address the risk of management override
of controls, in particular the risk that management may be in a position to make inappropriate
accounting entries and therisk of bias in accounting estimates and judgements such asthe Solvency II
technical provisions. Onthis audit we do notbelieve there is a fraud risk related to revenue recognition
due to the fact thatthis is an audit of the Solvency and Financial Condition Reportin accordance with
the PRA Rules and Solvency Il regulations. We did notidentify any additional fraud risks.

Identifying andresponding to risks of material misstatement due to non-compliance with laws and
regulations

Weidentified areas of laws and regulations that could reasonably be expected to have a material effect
on the information subject to audit in the Relevant Elements of the Solvency and Financial Condition
Report from our general commercial and sector experience, through discussion with the directors and
other management (as required by auditing standards), and from inspection of the Company's
regulatory and legal correspondence and discussed with the directors and other management the
policies and procedures regarding compliance withlawsand regulations. As the Company is regulated,
our assessment of risks involved gaining an understanding of the control environment including the
entity’s procedures for complying with regulatory requirements. We communicated identified laws and
regulations throughout our team and remained alert to anyindications of non-compliance throughout
the audit.

The potential effect of these laws and regulations on the information subject to audit in the Relevant
Elements of the Solvency and Financial Condition Report varies considerably.

Firstly, the Company is subject to laws and regulations that directly affect the Solvency and Financial
Condition Report including the PRA Rules and Solvency II regulations and we assessed th e extent of
compliance with these laws and regulations as part of our procedures on the audit of the information
subjectto audit in the Relevant Elements of the Solvency and Financial Condition Report.

Secondly, the Companyis subjectto many otherlaws and regulations where the consequences of non-
compliance could have a material effect on amounts or disclosures in the information subject to audit
in the Relevant Elements of the Solvency and Financial Condition Report, for instance through the
imposition of fines orlitigation or the loss of Company’s license to operate. We identified the following
areas as those most likely to have such an effect: compliance with regulation relating to sanctionsdue
to the nature of the business written by the Company and its customers and certain aspects of company
legislation recognising the financial and regulated nature of the Company’s activitiesand its legal form.
Auditing standards limit the required audit procedures to identify non-compliance with these laws and
regulations to enquiry of the directors and other management and inspection of regulatory and legal
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correspondence, if any. Therefore if a breach of operational regulationsis not disclosed to us or evident
from relevant correspondence, an audit willnot detect that breach.

We discussed with the audit committee matters related to actual or suspected breaches of laws and
regulations, for which disclosure is not necessary, and considered anyimplications for our audit.

Context of the ability of the audit to detect fraud or breaches of law or regulation

Owing to theinherentlimitations of an audit, there is an unavoidable riskthat we may not have detected
some material misstatements in the information subject to audit in the Relevant Elements of the
Solvency and Financial Condition Report, even though we have properly planned and performed our
audit in accordance with auditing standards. For example, the further removed non-compliance with
laws and regulationsis from the events and transactionsreflected in th e information subject to audit in
the Relevant Elements of the Solvency and Financial Condition Report, the less likely the inherently
limited procedures required by auditing standards would identify it.

In addition, as with any audit, there remained a higher risk of non-detection of fraud, as these may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
controls. Our audit procedures are designed to detect material misstatement. We are not responsible
for preventing non-compliance or fraud and cannot be expected to detect non-compliance with alllaws
andregulations.

Other Information
The Directors are responsible for the Other Information.

Our opinion on the Relevant Elements of the Solvency and Financial Condition Report does not cover
the Other Information and, accordingly, we do not express an audit opinion or any form of assurance
conclusionthereon.

In connection with our audit of the Solvency and Financial Condition Report, our responsibility is to
read the Other Information and, in doing so, consider whether the Other Information is materially
inconsistent with the Relevant Elements of the Solvency and Financial Condition Report, or our
knowledge obtained in the audit, or otherwise appears to be materially misstated. If we identify such
material inconsistencies or apparent material misstatements, we are required to determine whether
there is a material misstatement in the Relevant Elements of the Solvency and Financial Condition
Report or a material misstatement of the Other Information. If, based on the work we have performed,
we concludethatthere is a material misstatement of this other information, we are required to report
thatfact. Wehave nothing to report in this regard.

Responsibilities of Directors for the Solvency and Financial Condition Report

The Directors are responsible for the preparation of the Solvency and Financial Condition Report in
accordance with the financial reporting provisions of the PRA rules and Solvency II regul ations which
have been modified by the modifications, and supplemented by the approvals and determinations made
by the PRA under section 138A of FSMA, the PRA Rules and Solvency I regulations on which theyare
based

The Directors are also responsible for such internal control asthey determine is necessaryto enable the
preparation of a Solvency and Financial Condition Report that is free from material misstatement,
whether due to fraud or error; assessing the company’s ability to continue as a going concern, disclosing,
as applicable, matters related to going concern; and using the going concern basis of accounting unless
they either intend to liquidate the company or to cease operations, or have no realistic alternative but
to do so.

Auditor’s Responsibilities for the Audit of the Relevant Elements of the Solvency and
Financial Condition Report

It is our responsibilityto form an independent opinion as to whether the information subjectto audit
in the Relevant Elements of the Solvency and Financial Condition Reportare prepared, in all material
respects, with financial reporting provisions of the PRA Rules and Solvency II regulations on which it
they based, as modified by relevant supervisory modifications, and as supplemented by supervisory
approvals and determinations.
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Our objectives are to obtain reasonable assurance about whether the information subject to auditin the
Relevant Elements of the Solvency and Financial Condition Report are free from material misstatement,
whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance, but it is not a guarantee that an audit conducted in accordance
with ISAs (UK) will always detect a material misstatementwhenitexists.

Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the decision making or thejudgement of the
users taken on the basis of the Relevant Elements of the Solvency and Financial Condition Report.

A fuller description of our responsibilities is located on the Financial Reporting Council’s website at
www.fre.org. uk/auditorsresponsibilities.

Other Matter

The Company has authority to calculate its Solvency Capital Requirement using an internal model
("the Model") approved by the Prudential Regulation Authority in accordance with the Solvency II
Regulations. In forming our opinion (andin accordance with PRA Rules), we are not required to audit
the inputs to, design of, operating effectiveness of and outputs from the Model, or whether the
Model is being applied in accordance withthe Company's application or approval order.

Reporton Other Legal and Regulatory Requirements

In accordance with Rule 4.1 (3) of the External Audit Part of the PRA Rulebook for Solvency I firms we
are also required to consider whether the Other Information is materially inconsistent with our
knowledge obtained in the audit of Aspen Insurance UK Limited statutory financial statements. If,
based on the work we have performed, we conclude thatthere is a material misstatement of this other
information, we are required to report that fact. Wehave nothing to reportin this regard.

The purpose of our audit work and to whom we owe our responsibilities

This report of the external auditoris made solelyto the Company’s directors, as its governing body, in
accordance with the requirement in Rule 4.1 (2) of the External Audit Part of the PRA Rulebook for
SolvencyII firms and the terms of our engagement. We acknowledge thatthe directors are required to
submit the report to the PRA, to enable the PRA to verify that an auditor’s report has been
commissioned by the Company’s directors and issued in accordance with the requirement set out in
Rule 4.1 (2) of the External Audit Part of the PRA Rulebook for Solvency II firms and to facilitate the
dischargebythe PRA ofits regulatory functions in respect of the company, conferred on the PRA by or
under the Financial Services and Markets Act 2000.

Our audit has been undertaken so that we might state to the company’s directors those matters we are
required to state to them in an auditor’s report issued pursuant to Rule 4.1 (2) and for no other
purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone
other than the company through its governing body, for our audit, for this report, or for the opinions
wehave formed.

Auakan 7wbkoo

Kushan Tikkoo

for and on behalf of KPMG LLP
Chartered Accountants

15 Canada Square

Canary Wharf

London

E14 5GL

8 April 2022
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Appendix — relevant elements of the Solvency and Financial Condition Reportthatare
not subjectto audit

Solo internalmodel

Therelevant elements of the Solvency and Financial Condition Reportthatare notsubjectto audit
comprise:

The following elements of template S.02.01.02:
Row Ro550: Techmcalprov1s10ns non-life (excluding health) - risk margm

- RowR0590: Technical provisions - health (similar to non-life)- risk margin

- Row R0640: Technical provisions - health (similartolife) - risk margin

- Row R0680: Technical provisions - life (excluding health and index-linked and unit-
linked) - risk margin

- RowRo0720: Technical provisions - Index-linked and unit-linked - risk margin

The following elements of template S.12.01.02
- RowR0100: Technical provisions calculated as a sum of BE and RM - Risk margin
- RowsRo0110toR0130— Amount of transitional measure on technical provisions

The followingelements of template S.17.01.02

- RowR0280: Technical provisions calculated as a sum of BE and RM - Risk margin
- RowsR0290toR0310 — Amountoftransitional measure on technical provisions

The following elements of template S.22.01.21

- Column Co030 —Impact of transitional measures on technical provisions
- RowR0010 —Technical provisions
- Row R0090 — Solvency Capital Requirement

The following elementsof template S.23.01.01

-  RowRo0580:SCR

- RowR0740: Adjustment for restricted own funditemsin respect of matching adjustment
portfolios and ring fenced funds

The following elements of template S.28.01.01
-  RowRo0310: SCR

Elementsofthe Narrative Disclosures subject to audit identified as ‘unaudited’.
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Solvency and Financial Condition Report (“SFCR”)

Explanatorynote

References in this report to the “Group” the “Aspen Group,” refer to Aspen Insurance Holdings Limited
(“Aspen Holdings” or “ATHL”) or Aspen Holdings and its consolidated subsidiaries, as the context
requires. References in this report to the “Company” or “AIUK,” refer to Aspen Insurance UK Limited.

Thelargestand smallest group in which the results of the Company are consolidated is thatheaded by
ATHL, a wholly owned subsidiary of Highlands Bermuda HoldCo, Ltd. (“Parent”) incorporated in
Bermuda. Highlands Holdings, Ltd was renamed as Highlands Bermuda HoldCo, Ltd. On 5 March 2021.
, Highlands Bermuda HoldCo, Ltd. is an affiliate of certain investment funds managed by affiliates of
Apollo Global Management, Inc., a leading global investment manager (collectively with its
subsidiaries, “Apollo”).

Forward looking statements

All forward-looking statements address matters thatinvolve risks and uncertainties. Accordingly, there
are or will be important factors that could cause actual results to differ materially from thoseindicated
in these statements.

In addition, any estimates relating to loss events involve the exercise of considerable judgment in the
setting of reserves and reflect a combination of ground-up evaluations, information available to date
from brokers and cedants, market intelligence, initial tentative loss reports and other sources. The
actuarial range of reserves provided, if any, is based on AIUK’s current state of knowledge and explicit
and implicit assumptions relating to the incurred pattern of claims, the expected ultimate settlement
amount, inflation and dependencies between lines of business. Due to the complexity of factors
contributing to losses and the preliminary nature of the information used to prepare estimates, there
can beno assurance that AIUK’sultimate losses will remain within stated amounts.
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Summary

Summary of Business and Performance

The principal activity of the Company continues to be the transacting of general insurance and
reinsurance business in the UK, US and through its branchesin Canada, Singapore and Australia.

The financial results for the Company reflect a 1oss before tax for the year of $47.4m (2020: profit of
$11.9m). Thiscomprised:

- anunderwriting lossbefore investmentincome of $4.7m (2020: $44.7mloss);

« netotherincomeof $37.5m (2020: $57.3mnetother expenses); and

« aninvestmentloss of $80.2m (2020: profitof $114.0m).

The net underwriting loss of $4.7m (2020: $44.7m loss) reflected a $6.8m profit in the Company’s
reinsurance segmentanda $11.5mloss in the insurance segment.

Thereinsurance segment reported an underwriting profit of $6.8min 2021 (2020: $48.2mloss). Third
party liability reported an underwriting profit of $66.9m (2020: loss of $23.2m). Property reported a
loss of $51.5m (2020: loss of $14.2m), and Miscellaneous reinsurance reported a loss of $12.5m (2020:
loss of $19.9m)

The reinsurance segment underwriting result in 2021 benefited from gross reserve development on
Covid-19losses of $21.9m (2020: $83.5mloss).

The 2021 reinsurance segment result is adversely impacted by some prior year reserve development
and the results of the inwards reinsurance contract with its fellow subsidiary, Aspen Bermuda Ltd
(“ABL”). The result of this ABL contract in 2021 was a loss of $7.7m following the high frequency of
catastrophelossesincludingthe unseasonal losses from winter storm Uri.

The insurance segment reported a loss of $11.5min 2021 (2020: $3.5m profit), driven by marine,
aviation and transport reporting an underwriting loss of $19.1m, which was primarily due to adverse
prior year reserve development.

The insurance segment underwriting result in 2021 was impacted by gross Covid-19 losses of $14.4m
(2020: $28.4m).

Other income of $37.5m (2020: $57.3m other expenses) related principally to foreign exchange gains
(2020:losses).

The investment loss of $80.2m (2020: $114.0m gain), included investment income of $37.3m (2020:
$39.8m), realised gains of $1.7m (2020: $28.4m loss), and unrealised losses of $114.0m (2020:
unrealised gains of $48.9m) from government and corporate bonds and other investments. The primary
driver of the unrealised investmentlosseswasincreasesin interestrates causing mark to marketlosses
on the bond portfolio.

During the second quarter of 2021, the Company identified issues with the foreign exchange accounting
relating to premium debtors, resulting in an overstatement of premium debtors of $89.7min the year
end 2020 financial statements. Underwriting premium receivables are included within assets in AIUK's
balance sheet. This resulted in previous foreign exchange revaluation and translation amounts, which
should have been matched with an underwriting premium receivable paymentbeing carried over, and
wereincluded in the Company's underwriting premium receivable, thereby overstating the related asset
value.
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The Company has, therefore, adjusted the comparatives of the 2021 financial statements of ATUK by
restating the prior period information.

Consequently the Company received two capital contributions of $50m each from Aspen European
Holdings Limited (“AEHL") in July 2021 in order to maintain its capital strength.

As aresult of the additional capital contributionsin July 2021 the Company metits ratings agency and
regulatory capital requirements throughout 2021 and remains adequately capitalised for regulatory
purposes for the future, finishingthe year with a capital ratio of 1.57 (2020: 1.26).

As at 31 December 2021, the Company was a direct subsidiary undertaking of AEHL, a wholly owned
subsidiary of Aspen Insurance Holdings Limited ("AIHL"). AEHL's registered office is 30 Fenchurch
Street, London, EC3M 3BD.

Summary of Systems of Governance

AIUK s governed by its Board of Directors (the “AIUK Board”), and two sub-committees of the Board:
the Audit Committee and the Risk Committee. Other committees may be established on an ad hocbasis
for administrative purposes. These include the Remuneration Standing Committee and the Special
Referral Committee. AIUK’s Chief Executive Officer (“CEO”) chairs an Executive Committee, which
provides support to the CEO in dealing with the dayto day executive management of ATUK.

The AIUK Board is responsible for ensuring that the principles of good governance are observed.
ATUK has an Internal Control and Risk Management Framework and employs the Three Lines of
Defence model to manage risk. The integration of the risk management process, business strategy,
business planning, and capital management is defined through ATUK’s approach to its Own Risk and
Solvency Assessment (“ORSA”).

The governance structure of ATUK has been strengthened during 2021 in response to an external review
conducted by PWC. These changes have included the addition of a UK specific Remuneration
Committee and Nomination Committee of the Board as well as a new Governance Committee of the
Board. Various executive management committees were also established during 2021.

Summary of Risk Profile

Risk management has been embedded in the management and culture of the Aspen Group since its
formation in 2002. The Company, as an operating entity within the Aspen Group, operates within the
Group’s established risk management practices.

Thekey risks forthe Company are:

« Impact of COVID19 on our underwriting exposures, investment portfolio and operations (see
significant events)

« Underwriting performance. Although market conditions are improving losses in 2020 and

2021 highlight that achievement of appropriate underwriting performance remains a key risk
to the company. Portfolio managementandrisk selectionremainthe key mitigant to this risk.

« Expense management. A number of initiatives to reduce expenses have been undertaken in

recent years and the benefits of this work continue to be realised. However, it is worth
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emphasising the decision to exitlines and the associated loss of premium income placed greater
pressure on the expenseratio of thebusiness.

« Prior Year reserve deterioration — ATUK has historically and continues to write significant
volumes of long tail business e.g. Casualty Reinsurance and therefore has significant levels of
reserves on its balance sheet including estimations of the Incurred But Not Reported (IBNR)
claims which will be reported in future years. For long tail business the uncertainties are
significant and factorslike socialinflation and specific uncertainties e.g. opioid exposures mean
thatthe future costs of IBNR claims maybe greater than our current estimates.

« Impacts of organisational change. Followingthe takeover of the Aspen Group by Apollo there
has been and continues to be a significant level of organisational change. The level of
organisational change means that the company continues to face a heightened exposure to
operational risk.

Thefollowing chartshowsthe diversified contribution of the Internal Model risk category components
to AIUK’s SCR capital requirement. This SCR reflects both the reported position at the 2021 year end
andthe 2022 underwriting plan approved by the ATUK Board.

The following chart shows the diversified contribution of the Internal Model risk category components
to ATUK’s SCR capital requirement. This reflects the reported position atthe 2021 year end, and isbased
on the 2022 plan approved by the ATUK Board.

Risk Profile

0,
7% 10%

L/

B PremiumRisk B Reserving Risk B CreditRisk B MarketRisk B Operational Risk

19%

55%

Insurancerisk hastwo components Premium Risk and Reserving Risk. Premium Risk is defined as the
risk thatlosses arisein the forthcoming year from both underwriting business written in thatyear and
policies from prior years which remain in force for the forthcoming year. Reserving Risk is defined as
the risk thatreserves established in respect of prior periods are understated.

Marketriskis defined as the risk of variation in the income generated by, and the fair value of, AIUK’s

investment portfolio, cash and cash equivalents and derivative contracts, incduding the effect of changes
in foreign currency exchangerates.
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Credit risk is the risk of loss to AIUK if the counterparty to a financial instrument or reinsurance
agreement fails to meet its contractual obligations. ATUK is also exposed to credit risk through its
investmentholdings (cash and fixed income securities) whichis part of Market risk within the Intemal
Model.

Operational risk is defined as the risk of loss resulting from inadequate or failed internal processes,
personnel or systems, or from external events.

The diagram above does not show Emerging risk, Liquidity risk, Regulatory and Taxation risk as these
arenotincludedin the Internal Model. These are discussed in further detail in section C.

Summary of Valuation for Solvency Purposes

An analysis of the valuation of assets and liabilitieson a Solvency IT basisis shownin Section D. Assets
and liabilities have been valued at the amount for which they could be exchanged between
knowledgeable willing parties in an arm’s length transaction and Technical Provisions have been
estimated as the sum of a best estimate, a Risk Margin, a provision for Events Not in Data (“ENIDs”),
and a Risk Margin. The best estimate corresponds to the probability-weighted average of future
cashflows, taking account of the time value of money (expected present value of future cashflows), using
the relevantrisk-free interestrate term structure.

Summary of Capital Management

As part of its Board approved risk appetite statement, AIUK defines the amount of capital required to
meet its internal risk appetite, regulatory and rating agency requirements and commercial constraints.
To support its objective AIUK maintains sufficient Own Funds to cover the Minimum Capital
Requirement (“MCR”) and the Solvency Capital Requirement (“SCR”) with an appropriate buffer. The
MCR coverageratio at 31 December 2021 was 299% (2020: 237%) and the SCR coverage ratiowas 157%
(2020:126%).
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A Business and Performance

A1 Business
A1.1 Business

ATIUK is a private company limited by shares, incorporated in England & Wales and domiciled in the
United Kingdom. Itis a wholly owned subsidiary of Aspen European Holdings Limited (“AEHL”), a
company incorporated in England & Wales, whose ultimate parent company is Highlands Bermuda
HoldCo, Ltd., a companyincorporated in Bermuda.

The supervisory authority responsible for financial supervision of AIUK is the United Kingdom
Prudential Regulation Authority (“PRA”), whose contact detailsare:

Prudential Regulation Authority
20 Moorgate
London, EC2R 6DA

The supervisory authority responsible for conduct supervision of ATUK is the United Kingdom Financial
Conduct Authority (“FCA”), whose contact details are:

Financial Conduct Authority
12 Endeavour Square
London, E20 1JN

The Group supervisoris the Bermuda Monetary Authority, whose address is:

43 Victoria Street
Hamilton, PO Box 2447
Bermuda

KPMG LLP is the external auditor of AIUK, and their contactdetails are:

KPMGLLP
15 Canada Square
London, E14 5GL
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AIUKis part of a group that conducts global insurance and reinsurance business. The position of AIUK within the legal structure of the Group at 31 December
2021 is setout below. Thelargestand smallest groupin which the results of the Company are consolidated is th atheaded by Aspen Insurance HoldCo, Limited,
incorporated in Bermuda.
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ATUK writes business through the London Market and operates in the United Kingdom (directly and
through affiliated company underwriting agents) and the United States and through branches in
Australia, Canada and Singapore. AIUK is authorised to underwrite all eighteen classes of insurance
and reinsurance business. Its business is managed as two distinct underwriting segments, Aspen Re
and Aspen Insurance.

A1.1.1 Reinsurance Segment

The reinsurance segment consists of property, casualty and speciality reinsurance. This segment
includes Property Reinsurance businessreinsured from Aspen Bermuda Limited a fellow subsidiaryin
the Group via a quota share arrangement. A more detailed analysis of the business written within these
classes is as follows:

Property Catastrophe Reinsurance

Property catastrophe reinsurance is generally written on atreaty excess ofloss basis where the Company
provides protection to an insurer for an agreed portion of the total losses from a single eventin excess
of a specified loss amount. In the event of a loss, most contracts provide for coverage of a second
occurrence following the payment of a premium to reinstate the coverage under the contract, whichis
referred to as a reinstatement premium. The coverage provided under excess of loss reinsurance
contracts maybe on a worldwide basis orlimited in scope to selected regions or geographical areas.

Other Property Reinsurance

Other property reinsurance includes property risks written on an excess ofloss basis and proportional
treaties, facultative, or single risk reinsurance. Risk excess of loss reinsurance provides coverage to a
reinsured where it experiences a loss in excess of its retention level on a single “risk” basis. A “risk” in
this context might mean the insurance coverage on one building or a group of buildings for fire or
explosion or the insurance coverage under a single policy which the reinsured treats as a single risk.
This line of business is generally less exposed to accumulations of exposures and losses but can still be
impacted by natural catastrophes, such asearthquakesand hurricanes.

Proportional treaty reinsurance provides proportional coverage to the reinsured, meaningthat, subject
to event limits where applicable and ceding commissions, the Company pays the same share of the
covered original losses as it receives in premiums charged for the covered risks. Proportional contracts
typically involve close client relationships which often include regular audits of the cedants’ data.

Casualty Reinsurance

Casualty reinsuranceis written on an excess ofloss, proportional, and facultative basis and consists of
US treaty, international treaty and casualty facultative reinsurance. The Company’s US treaty business
comprises exposures to workers’ compensation (including catastrophe), medical malpractice, general
liability, auto liability, professional liability and excess liability including umbrella liability. The
Company’s international treaty business reinsures exposures mainly with respect to general liability,
auto liability, professional liability, workers’ compensation, transactional liability and excess liability.
There are some insurance policies written through Delegated Underwriting Authorities for the above
products for the US and international portfolios.
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Specialty Reinsurance

Specialtyreinsurance is written on an excess ofloss and proportional basis and consists of agriculture
reinsurance, mortgage reinsurance and insurance, marine, aviation, terrorism, engineering, cyber and
other specialty lines. The Company’s agricultural reinsurance business covers crop and multi-peril
business. Other specialty lines include some insurance policies written by Delegated Underwriting
Authorities covering policyholders’ interests in marine, energy, aviation liability, space, contingency,
engineering, terrorism, nuclear and personal accident.

As part of the underwriting portfolio review, the Company does not plan to write any new reinsurance
business from 2022, except in cases where cedants have yet to approve the transfer of business on to a
different Aspen platform, andin respect of the contract with ABL.

A1.1.2 Insurance Segment

The Company’s insurance segment consists of property and casualty, marine and energy and financial
and professional lines insurance. A more detailed analysis of the business within these classesis as
follows:

Property and Casualty Insurance

The Company’s property and casualty insurance line comprises commercial property, commercial
liability, primary casualty, excess casualty and environmental liability written on a primary, excess,
quota share, program, and facultative basis.

» Property insurance provides physical damage and business interruption coverage for losses
arising from weather, fire, theft and other causes. The commercial team’s client base is
predominantly U.K. institutional property owners, small and middle market corporate, and
public sector clients.

« Commercial liability provides employers’ liability coverage and public liability coverage for
insured domiciled in the U.K. and Ireland. The team also covers directors’ and officers’ (“D&0O”)
and professionalindemnity, predominantly to small and medium corporates.

« Primary casualty consists primarily of lines written within the primary insurance sectors,
focusing on insured in hospitality, real estate, construction and products liability.

« Excess casualty comprises large, sophisticated and risk-managed insured worldwide and covers
broad-based risks at lead/high excess attachment points, including general liability,
commercial and residential construction liability, life science, trucking, product and public
liability and associated types of cover found in general liability policies in the global insurance
market.

« Environmental liability primarily provides both primary and excess coverage for contractors’
pollution liability and pollution legal liability across industry segments that have environmental
regulatory drivers and contractual requirements including: real estate and public entities,
contractors and engineers, energy contractors, and environmental contractors and consultants.
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Marine and Energy Insurance

The Company’s marine and energy insurance line comprised onshore energy physical damage, offshore
energy physical damage and specie written on a primary, excess, quota share, program and facultative
basis.

» Onshoreenergy physical damage provides coverage for onshore energy and construction sector
classes of business with a focus on property covers.

« Offshore energy physical damage (also known as upstream energy) provides coverage for
property damage in addition to operators’ extra expenses for companies operating in the oil
and gas exploration and production sector.

» Thespecieline of business focuses on the insurance of high value property items on an all risks
basis including fine art, general and bank related specie, jewellers’ block, and cash in transit
coverages.

» Aviation writes physical damage insurance on airline hulls, aviation hull deductible covers and
comprehensivelegal liability for airlines, smaller operators or airline equipment, airports and
associated business and non-critical component part manufacturers. Thisline of business was
discontinuedin 2018 and placed into run-off.

+ Marine Hull insures physical damage to ships (including war and associated perils) and related
marine assets. This line of business was discontinued in 2018 and placed into run-off.

« The marine and energy liability business includes marine liability cover mainly related to the
liabilities of ship owners and port operators, including reinsurance of protection and in demnity
clubs (“P&I clubs™). It also provides liability cover globally for companies in the oil and gas
sector, both onshore and offshore and in the power generation sector. This line of business was
discontinued in February 2020 and placed into run off.

Financial and Professional Lines Insurance

The Company’s financial and professional lines comprises financial and corporate risks, accident and
health, professionalliability, management liability, credit and political risks, crisis management, surety
risks and technology liability (cyber risks) written on a primary, excess, quota share, program, and
facultative basis.

» Thefinancial and corporate risks account comprises financial institutions business written on
a primary and excess of loss basis and consists of professional liability, crime insurance and
D&O covers for commercial and investment banks, asset managers, insurance companies,
stockbrokers, and other similar entities. This account includes a book of D&O insurance for
commercial insured located outside of the U.S and a worldwide book of representations and
warranties and tax indemnity business.

» TheCompany’s professional liability businessis written onboth a primary and an excess of loss
basis, focusing on risks in the U.K., Europe, Australia, and Canada. The Company insures a
wide range of professions including lawyers, accountants, architects, engineers, doctors and
medical technicians. This account also includes a portfolio of technology liability and data
protection insurance. The data protection insurance covers firms for first party costs and third
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party liabilities associated with their breach of contractual or statutory data protection
obligations.

« Managementliability insures a diverse group of commercial and financial institutions primarily
on an excess basis, with coverages including D&O liability, fiduciary liability, employment
practices liability, fidelity insurance and blended liability programsincluding E&O liability with
a focus on risks predominantly headquartered in the US or risks with material US exposure.

« Thecredit and political risks team writes business covering the credit and contract frustration
risks on a variety of trade and non-trade related transactions, as well as political risks (incuding
multi-year war on land cover) and surety risks. The Company provides credit and political risks
cover worldwide.

« Thecrisis management team writes insurance designed to protectindividuals and corporations
operating in high-risk areas around the world, including covering the shipping industry’s
exposure to acts of piracy. It also writes terrorism and political violence insurance, providing
coverage for damageto property (largely fixed assets such as buildings) resulting from acts of
terrorism, strikes, riots, civil commotion or political violence, in addition to product recall
business.

» The surety team writes commercial surety risks, admiralty bonds and similar maritime
undertakings including, but notlimited to, federal and public official bonds, license and permits
and fiduciary and miscellaneous bonds, focused on Fortune 1000 companies and large,
privately owned companies in the US. Since July 2020 this business has been 100% reinsured
to Aspen Specialty Insurance Company (“ASIC”).

« Technologyliability (also known as Cyberinsurance) is written globally and provides coverage
for technology, media and telecommunications firms offering protection for damages and legal
defence expenses associated with financial loss claims from third parties and various forms of
intellectual property breaches.

+ The accident and health team focuses on insurance and reinsurance products which help
protect individuals, groups and companies from the consequences of accidental death or
disability whether resulting from accident or sickness. Cover written includes whole account
treaty and facultative reinsurance protection for insurance companies. Thisline of businesswas
placedinto run off in March 2020.

As part of the underwriting portfolio review , the only classes of insurance business planned to be
written and retained from 2022 are property, UK construction, commercial liability, primary casualty,
and credit and political risk. A small portfolio will be written and 100% reinsured to Aspen Specialty
Insurance Company (“ASIC”), a fellow subsidiary of the Group, including surety, US environmentaland
US financial and professional lines
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A1.1.3 Significant Events for the twelve months ended 31 December 2021
Thefollowingevents are considered significant by the management of ATUK:

Coronavirus Outbreak - COVID-19

The ongoing COVID-19 pandemic, and the actions taken by the governments, businesses and
individuals in response to the pandemic have resulted in, and may continue to resultin, significant and
ongoing economic and societal disruption, including significant market volatility.

As new variants of the virus may continue to emerge, the Company sees the potential for a resurgence
of the pandemic in certain key markets, which could adversely impact the Company’s operations,
financial condition, orliquidity.

The Company's exposures are controlled and limited by its insurance and reinsurance contracts, which
include specific terms and conditions defining if and how policies respond to losses arising from the
COVID-19 pandemic. However, legislative, regulatory orjudicial actions and social influences may seek
to extend coverage or payment terms beyond intended contractual obligationsorresult in an increase
in the frequency or severity of claims beyond expected levels. There are ongoinglawsuits and otherlegal
actions challenging the promptness of coverage determinations or the coverage determinations
themselves on claims under applicable insurance or reinsurance policies, including, among others,
business interruption claims, which could resultin increased claims, litigation and related expenses. Tt
is not possible to predict when or how litigation related to the COVID-19 pandemic and coverage
disputes will be finally resolved, which further impairs the Company’s ability to estimate potential
insurance or reinsurance exposure. Further, there has been little change in the expected ultimate losses
in recent reviews.

As the COVID-19 pandemic moves into the next phase Aspen is also transitioning to a status of living
with the challenges of the remaining elements of the pandemic. Aspen has implemented a number of
measures to allow the business and its stakeholders to move forward with confidence and flexibility.
These measures haveincluded a flexible approach to working patterns and office space utilisation.

Recognising therisks of continued remote working maybring as part of a hybrid combination of office
and home working, during the last twelve months the organisation has taken a number of steps to
upgrade the hardware provided to the Company’s employees as well as the operational systems utilised
which hasincreased the security of the Company’s employees and organisation.

More generally, IT security continues to be a key focus of the management team. The business will
continueto develop its mitigations and protections in regard to infrastructure and continuing training
for all employees on cyber and data security.

We continue to follow guidelines and governmental mandates regarding COVID-19 protocols and
vaccinations. Whileitis not possible to predict the administrative costs, compliance costs orimpacts to
the Company’s available workforce, the Company continues to develop, and amend as needed,
guidelines, testing processes, and vaccination requirements. In addition, the Company is monitoring
legal actionsand pendinglegislation regarding the mandates for further guidance.

Further, the Company cannot predict at this time how the COVID-19 pandemicwill impact demand for
insurance and reinsurance products in the future. While the Company expects demand for
(re)insurance may, as a result of the COVID-19 pandemic, increase in some lines of business, and
decrease in others, the future impact of the COVID-19 pandemic on the industry and the Company’s
business will depend on a range of factors, including the duration of mitigation efforts and public
acceptance of vaccines and/or other alternative treatments, the severity of the impact of mitigation
efforts on businesses and business activity, the scope and efficacy of governmental stimulus and other
relief efforts, the extentto which legislative or regulatory efforts or court cases succeed in shifting some
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ofthe burden of the pandemic to insurers (particularly for business interruption) on a retroactive basis,
andthe severity and duration of, and the speed of recovery from, recessionaryimpacts. the Company’s
disclosures should be read in the context of the evolving COVID-19 pandemic and the related
uncertainties, whether or not specific reference is made thereto.

Underwriting Portfolio Review

Over the past few years, the Directors have undertaken a strategic review of AIUK’s underwriting
portfolio. Where the Company has identified products which do not meet the Company’s required
underwriting performance criteria the Company has taken the decision to cease writing that product.
Furthermore, the Company has alsolooked to move business between Aspen's entities in line with the
Company’s overall balance sheet simplification strategy. For example, in 2021 Aspen Managing Agency
Limited (“AMAL”) received approval to significantly grow the size of Aspen’s Lloyd’s syndicate during
the year, and again for 2022. This growth is primarily driven by moving some existing portfolios of
business from ATUK, the majority of which were in the reinsurance segment. Additionally, the Aspen
Re America "(ARA") business written by ATUK will be written by Aspen American Insurance Company
("AAIC") from 2022. ATUK will receive $19min 2022 for the transfer of the ARA business to AAIC.

In February 2021, ABL obtained approval for a newbranch in Singapore. From 1 April 2021, all business
which had previously been written through the AIUK branch in Singapore was written through the ABL
Singapore branch. Business written through the AIUK Singapore Branch in Q1 was reinsured to ABL
via a 100% quota share arrangement. In 2021 gross written premium in the Singapore branch was
$34.0m (2020: $59.2m).

Following AMAL'’s approval from Lloyd's to increase the capacity of its Lloyd's platform Syndicate 4711
from 2022, the business currently written through ATUK's Australian Branch will be transitioned into
Syndicate 4711. In 2021 gross written premium in the Australia branch was $41.0m (2020: $60.2m).

Following these transfers of business AIUK will continue writing reinsurance and insurance business
in 2022. Thereinsurance businesswill be restricted to recognising the balance of premiums on certain
in-force policies as well as the continued reinsurance of ABL to diversify the Company’s risk portfolio.

The insurance business in 2022 will continue writing of business in Canada as well as continuing to
serviceits brokers and clients in the core UK Property and Casualty portfolio. Credit and political risks
policies will also be underwritten by ATUK in certain situations where required.

Repositioning Reinsurance Coverage

Although the main driver of the reduced reinsurance spend from 2020 is the one off recognition of
reinsurance premium on an adverse development cover (“ADC”) in 2020, there have also been
reductions in the current year reinsurance costs (see page 99 for further information on the ADC).

The decrease in gross business written through AIUK has also resulted in the reinsurance spend
reducing. The Company has reduced the amount of proportional cover on UK Liability, UK Commercial
Property and UK Construction, whilst continuing to place a significant amount of casualty insurance
andreinsurance business with a third party capital quota share provider that provides beneficial ceding

commission terms. Offsetting this the outwards whole account quota share reinsurance on the
Company’s UK portfolio increased from 60% to 70% in 2021.

Al.1.4 Material Related Undertakings

ATUKhas norelated undertakingsas defined under Solvency II.
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A2 Underwriting performance

A2.1 Underwriting Performance

Overview

The financial results for the Company reflect a loss before tax for the year of $47.4m (2020: profit of

$11.9m). This comprised:

« anunderwriting lossbefore investmentincome of $4.7m (2020: $44.7mloss);

« netotherincomeof $37.5m (2020: $57.3mnetother expenses); and
- aninvestmentloss of $80.2m (2020: profit of $114.0m).

The net underwriting loss of $4.7m (2020: $44.7m loss) reflected a $6.8m profit in the Company's
reinsurance segmentanda $11.5mloss in the insurance segment.

A2.1.1 Underwritingperformancein aggregate
Year ended 31 December Directand| Non-proportional Total
2021 proportional business
business
$'m $'m $'m
Gross written premiums 872.8 399.2 1,272.0
Gross earned premiums 0923.6 416.8 1,340.4
Net earned premium 388.6 197.6 586.2
Net incurred claims (268.7) (116.5) (385.2)
Expenses (162.6) (43.1) (205.7)
Underwriting loss before
investmentincome (42.7) 38.0 (4.7)
Net Claims Ratio 69.2% 58.9% 65.7%
Expense Ratio 41.9% 21.8% 35.1%
Combined Ratio 111.0% 80.7% 100.8%
Year ended 31 December Direc? and Non-proportional
2020 proportional business Total
business
$'m $'m $m
Gross written premiums 897.2 447.8 1,345.0
Gross earned premiums 0928.7 424.4 1,353-1
Net earned premium 408.5 31.8 440.3
Net incurred claims (268.0) 25.0 (243.1)
Expenses (183.8) (58.2) (242.0)
Underwriting loss before
investmentir%come (43-3) (1.4) (44.7)
Net Claims Ratio 65.6% (78.6)% 55.2 %
Expense Ratio 45.0% 182.8% 55.0 %
Combined Ratio 110.6% 104.2% 110.2 %
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Gross written premiums were $1,272.0m, which represented a decrease of $73.0m compared to the
prioryear (2020: $1,345.0m). Netearned premiums increased to $586.2m (2020: $440.3m) due to the
Company restructuring certain reinsurance arrangements from quota share to excess of loss loss and
the reduction in 2020 net earned premium from the recognition ofthe ADC.

Gross incurred claims decreased to $805.6m (2020: $969.0m). This decrease was primarily due to the
impactof $111.9m of Covid-19 claims on the 2020 results. This comparedto a $7.5mrelease of Covid-
19 claimsin 2021.

Reinsurancerecoveries decreased to $420.3m (2020: $725.9m). The higher reinsurance recoveries in
2020 was mostly due to the initial recognition of $231m of recoveries in relation to the ADC contract
andthe reduced reinsurance recoveries on Covid-19 claims..

Net operating expenses decreased to $205.7m (2020: $242.0m). The high expense ratio in 2020 is
primarily related to the ADC reducing net earned premiums with no corresponding adjustment to
expenses. The 2021 expenseratio is lower than 2020 as itis notimpacted by the ADC premium.

The prior year underwriting loss before investment income of $44.7mhas improved to a loss of $4.71m
in the current year as a result of the reasons given above.

A2.1.2 Underwriting performanceby SolvencyII Line of Business

ATUK cedes a fixed quota share portion of its business to a fellow subsidiary, ABL. In addition to
reducing net premiums and claims by the amounts ceded this also reduces expenses by the ceding
commission earned under the contract, whichis a fixed percentage of total premium ceded.

AIUK reviews the results for individual lines of business on a pre-quota share basis, i.e. before the
application of theinternal quota share. Forthe purpose of presenting line of business results after the
application of the quota share as shown below, the ceding commission is allocated to lines of business
pro-rata to the (earned) premium for each line of business regardless of the actual and allocated
acquisition and operatingexpenses for thatline. This means thata Solvency I line of business with an
expenses ratio lower than the amount of the reinsurance commission ‘overrider’ will benefit from the
quota sharewith ABL on a netexpenses basis and a Solvency II line of business with an expenses ratio
higher than the amount of the reinsurance commission ‘overrider’ will be adversely affected by the
quota share with ABL on a net expenses basis. This needs to be considered when reviewing
performance.
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Solvency II requires business to be categorised into standardised lines of business. In practice, the
business is managed and performance is reviewed by management and the Board along the

management reporting lines, which differ to the presentation below.

Direct and Motor Marine, Fire and| General| Credit and Misc Total
proportional vehicle| aviation other| liability| suretyship| Financial
business liability and| damage to Loss
transport| property
2021 $’m $’m $m $’m $’m $’'m $’'m
Gross written 872.8
premiums (12.7) 46.3 475.9 | 338.7 24.6 —
Gross earned 923.6
premiums (6.0) 51.9 504.8 314.2 58.2 0.5
388.6
Net earned premium (4.0) 16.1 265.5 94.1 16.7 0.2
Net incurred claims 2.2 (19.0) (192.3) (59.6) 0.2 (0.2 (268.7)
Expenses 3.7 (4.8) (109.1) (29.3) (23.2) 0.1| (162.6)
Underwriting
profit/(loss) before
{nvestment income 1.9 (7.7) (35.9) 5.2 (6.3) 0.1/ (42.7)
Net Claims Ratio 55.0 % 118.0 % 72.5 % 63.3 % (1.2)% 69.1 %
Expense Ratio 92.5 % 20.8 % 41.1 % 31.1 9% 138.9 % 41.8 %
Combined Ratio 147.5 % 147.8 % 113.6 %| 94.5 % 137.7 %| 111.0 %
Non-proportional business Health Casualty Marine, Property Total
aviation
and
transport
2021 $m $m $’m| $’'m $’m
Gross written premiums 18.7 177.4 59.8 143.3 399.2
Gross earned premiums 23.6 170.1 71.2 151.9 416.8
Net earned premium 5.2 71.3 20.9 100.2 197.6
Net incurred claims (0.7) (21.2) (7.6) (87.0 (116.5)
Expenses 0.3 (14.6) (4.0) (24.8) (43.1)
Underwriting profit/(loss) before
investment income 4.8 35-5 9-3 (11.6 38.0
Net Claims Ratio 13.5 % 20.7 % 36.4 % 86.8 % 59.0 %
Expense Ratio (5.8)% 20.5 % 19.1 % 24.8 % 21.8 %
Combined Ratio 7.7 % 50.2 % 55.5 % 111.6 % 80.8 %
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The underwriting result by Solvency II line of business for the previous year is shown below:

Direct and Motor Marine, Fire and| General| Credit and Misc Total
proportional vehicle aviation other| liability| suretyship| Financial
business liability and| damage to Loss
transport property
2020 $m $’m $m $m $m $m $m
Grossf written 20.5 68.6 456.1 299.8 52.9 (0.7 897.2
premiums
d
Gross:. carne 29.8 78.3 439.3 289.2 92.4 (0.2 928.8
premiums
Net egrned 12.1 27.9 266.9 81.0 20.7 (0.1 408.5
premium
Net:
etincurred (7.4) (15.1) | (174.3) | (67.0) (4.9) 0.6 (268.1)
claims
Expenses (2.3) (5.3) (125.1) (32.8) (19.6) 1.2 (183.9)
Underwriting
rofit/(loss
profit/ ( ) 2.4 7.5 (32.5) | (18.8) (3.8) 17| (43.5)
before investment
income
Net Claims Ratio 61.2 % 54.1% 65.3 % 82.7 %| 23.7 % 65.6 %
Expense Ratio 19.0 % 19.0 % 46.9 % 40.5 % 94.7 % 45.0 %
Combined Ratio 80.2% 73.1 % 112.2%| 123.2 % 118.4 % 110.6 %
Non-proportional business Health Casualty Marine, Property Total
aviation
and
transport
2020 $m $’m $’m $'m $’m
Gross written premiums 32.6 189.1 76.4 149.8 447.8
Gross earned premiums 30.2 170.0 76.4 147.9 424.4
Net earned premium 11.1 (100.7) 16.1 105.4 31.8
Net incurred claims (9.7) 118.7 (18.3) (65.6) 25.0
Expenses (1.8) (26.5) (4.9) (25.0) (58.2)
.Underwrltln.g profit/(loss) before (0.5) (8.5) (7.2) 14.8 (1.3)
mvestment income
Net Claims Ratio 88.2 9 117.9 % 114.2 % 62.2 % (78.6) %
Expense Ratio 16.1 9 (26.3)% 30.5 % 23.7 % 182.8 %
Combined Ratio 104.2 94 91.5 % 144.7 % 85.9 % 104.2 %

A narrative explanation of the result by SolvencyII line of business is shownbelow:
Motor vehicle liability
Motor vehicle liability net earned premium was $4.0m in 2021 compared to $12.1 m in 2020. The

underwriting result was a profit of $1.9m in 2021 compared to a profit of $2.4m in 2020, driven by
lower attritional claims.
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The $4.0m negative net earned premium relates to downwards revision of premium estimates on
policies written in prior periods, and the fact that no new business was written in the year.

Marine, aviation & transport
Marine, aviation and transport net earned premium was $16.1min 2021 compared to $27.9min 2020.

The underwriting loss for 2021 amounted to $7.7mwhich compared to a profit of $7.5min 2020. The
result in 2021 was impacted by strengthening of prior year reserves following higher than expected
claims development and actuarial assumptionchanges.

Fire & other damageto property

Fire and other damage to property netearned premium was $265.4min 2021 compared to $266.9m in
2020. The decrease in net earned premiums was driven by an increase in the level of reinsurance
premiums partly offset by an increase in grossbusinesswritten

The underwriting loss of $36.0m in 2021 is higher than the loss of $32.5m in 2020. The 2021
underwriting loss is adversely impacted by prior year reserve development.

Generalliability

General liability net earned premium was $94.1min 2021 compared to $81.0min 2020.The increase is
largely driven by the recognition of the ADCreinsurance premiumin 2020.

The underwriting profit of $5.2mcomparesto a loss of $18.8min 2020. Thecurrent year result was
impacted by coronavirus losses. The prior year was impacted by reserve strengthening in US Casualty
lines due to adverseloss experience and actuarial assumption changes.

Credit & suretyship

Credit & suretyship net earned premium was $16.7m compared to $20.7min 2020 due to a transfer of
business to ABL. There was an underwriting loss of $6.0m compared to a loss of $3.8m in the prior
year.

Non-proportional health

Non-proportional health net earned premium of $5,2m in 2021 compared to $11.1min 2020. The
underwriting profitamounted to $4.8min 2021 compared to aloss of $0.5min 2020.

Non-proportional casualty

Non-proportional casualty net earned premium was $71.3min 2021 compared to $100.7min2020.The
reduction in premium is due to increased reinsurance premium purchased.

Non-proportional casualty recorded an underwriting profit of $35.5m in 2021, compared to a $8.5m
lossin 2020. The 2021 underwriting loss is adversely impacted by prior year reserve development.

Non-proportional marine, aviation and transport

Non-proportional marine, aviation and transport net earned premium was $20.9min 2021 compared
to $16.1min 2020.
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The underwriting profit of $9.3m compares to a loss of $7.2m in 2020, driven by higher net incurred
claims.

Non-proportional property

Non-proportional property net earned premium was $100.2min 2021 compared to $105.4min 2020.
This was primarily driven by a decrease in gross written premium.

The non-proportional property underwriting loss of $11.6min 2021 compared to a profit of $14.8min
2020 and was impacted by higher netincurred claims, including catastrophe losses.

A2.1.3 Underwriting performance by material geographicallocations

The UK GAAP underwriting performance split by geographical locations (on the basis of the country
where ATUK had operations writingthe business)is as follows:

Year ended 31 December 2021

G G
'ross ross Net earned Net incurred Underwriting
written earned . . Expenses
. N premium claims result
premiums  premiums
$,m $’m $,m $’m $9m $’m
United Kingdom 711.1 735.4 203.7 (136.2) (45.1) 22.3
usa 442.5 449.6 357.4 (241.8) (140.4) (24.9)
Switzerland 1.8 24.9 8.5 3.5 (12.9) (1.0)
Republic of
Ireland - - - - - -
Canada 41.8 36.4 2.0 1.7 (6.9) (3.2)
Australia 41.0 50.9 9.2 (9.9) 0.4 (0.3)
Singapore 33.9 43.2 5.4 (2.4) (0.7) 2.3
United Arab
Emirates 0.0 0.0 0.0 0.0 0.0 0.0
France _ _ _ _ _ _
Germany — _ — — — —
1,272.0 1,340.4 586.2 (385.2) (205.7) 4.7)
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Year ended 31 December 2020

Gross Gross Net Net ..
written earned earned incurred Expenses Underwriting
premiums premiums premium claims result
$’m $m $’m $m $’m $’m
United Kingdom 732.3 707.3 202.2 (133.6) (77.0) (8.5)
USA 416.9 403.4 158.7 (63.2) (128.0) (32.6)
Switzerland 24.9 57.2 21.9 (5.2) (20.5) (3.8
i?l);:(lilc of 4.5 14.5 1.4 (8.3) 0.7 (6.2)
Canada 27.7 23.9 4.4 (1.0) 0.3 3.7
Australia 60.2 53.7 16.8 (9.0) (2.7) 5.1
Singapore 59.2 62.7 23.2 (14.2) (9.1) 0.0
grr;lgf;lté:rab 19.3 30.3 11.8 (8.6) (5.6) (2.4)
France - - - - - —
Germany — — — — — —
1,345.0 1,353.1 440.4 (243.1) (242.0) (44.7)

The material variances are explained in more detail below:

United Kingdom

The current year underwriting profitin the United Kingdom of $22.3m was compared to a loss of $8.5m
in 2020. This was in part due to net incurred claims of $136.2m compared to $193.0m in 2020. This
was due to lower Covid-191losses and the impact of ADCrecoveries. The UK also benefited from lower
expenses of $45.1m (2020: $92.0m) asa result of cost saving measures implemented over recent years.

United States

The current year underwriting loss in the United States was $24.9m compared to a loss of $32.6m in
2020. No significant variances were noted in net earned premiums, net claims incurred, or expenses.

Switzerland

The 2021 underwriting loss of $1.0m for Switzerland compared to a loss of $3.8m in 2020. No new
business was written by this location in 2021, with the gross written premium of $1.8m all relating to
minor premium adjustments on policies written in prior underwriting years.

Australia

The 2021 underwriting loss of $0.3m for the Australia compared to $5.1m underwriting profitin 2020.
This was in part due to gross written premium decreasing to $41.0m in 2021 compared to $60.2m in
2020, as this location stopped writing general liability and non-proportional casualty business from 1
January2021. In 2020there were also lower netincurred claims as a proportion of net earned premium
comparedto 2021.
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Singapore

The 2021 underwriting profit of $2.3m for Singapore compared to $0.0m in 2020. Gross written
premium decreased from $59.2min 2020 to $33.9m in 2021 as this location stopped writing new
business from 1 April 2021.

Canada

The 2021 underwriting profit of $3.2m for Canada compared to a $3.7m profit in 2020. Gross written
premium increased to $45.2min 2021 (2020: $24.8m) primarily dueto an increasein general liability
business.

A3 Investment performance

The investment loss of $80.3m (2020: $114.0m gain), included investment income of $37.3m (2020:
$39.8m), realised gains of $1.7m (2020: $28.4m loss), and unrealised losses of $114.0m (2020:
unrealised gains of $48.9m) from government and corporate bonds and other investments. The primary
driver of the unrealised investmentlosses wasincreasesin interestrates causing mark to marketlosses
on the bond portfolio.

The components of investmentincome by asset category are presented below.

Year ended

31 December 2021 Goverrll)r;l::‘rilst Corll))(()::(;: Equities Derivatives Investrg(tal;: Total
$'m

Investmentincome 12.0 15.1 — — 10.2 37.3

Realised gainsor

(losses) on

investments 0.7 0.9 — (3.3) 0.0 (1.7)
Unrealised gains

or (losses) on

investments (39-5) (50.9) — (9-7) (14.0) (114.1)
Investment

expenses and

charges (0.6) (0.7) — — (0.5) (1.8)
TOTAL (27.4) (35.6) — (13.0) (4.3) (80.3)
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Year ended
31 December

2020 Government Corporate Other

$’m bonds bonds Equities Derivatives Investments Total
Investment

income 16.3 19.7 — — 3.8 39.8
Realised gains

or (losses) on

investments 9.9 10.1 — 7.0 1.4 28.4
Unrealised

gains or

(losses) on 14.4 21.3 — 8.0 5.2 48.9
Investment

expenses and

charges (1.3) (1.5) — — (0.3) (3.1)
TOTAL 39.3 49.6 — 15.0 10.1 114.0

Other investments include collateralised securities, collective investment undertakings, loans and
deposits.

There were no gains orlosses recognised directly in equity for UK GAAP reporting purposes. Financial
instruments are either held atfair value through profit or loss or amortised cost, with changes reflected
directly in the income statement.

A3.1 Information aboutinvestments in securitisations

A securitisation is a transaction or scheme, whereby the credit risk associated with an exposure or pool
of exposures is tranched, having both of the following characteristics:

a) payments in the transaction or scheme are dependent upon the performance of the exposure or
pool of exposures; and

b) The subordination of tranches determines the distribution of losses during the ongoing life of
the transaction or scheme.

AIUKinvests in mortgage-backed securities that meet the definition of securitisations. The valuation of
theseitems is explainedin section D.

A split of securitisations by category is shown in the table below:

Market Value 31 December 2021 TOTAL

$’m
Collateralised Mortgage Obligations 5.2
Mortgage-backed Securities 324.7
TOTAL 329.9

Mortgage-backed securities are securities that represent ownership in a pool of mortgages. Both
principal and income are backed by the group of mortgages in the pool. They include bonds issued by
U.S. government-sponsored enterprises such as Federal National Mortgage Association, Federal Home
Loan Mortgage Corporation and Government National Mortgage Association. ATUK's mortgage-backed
portfolio is supported by loans diversified acrossa number of geographicaland economicsectors.
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A4 Performance of other activities

Allincome and expenses arise from the conclusion of contracts of insurance and associated investment
and foreign exchange gains or losses. AIUK had no other material sources of income and expenses
during the reporting period.

A5 Any other information

The Company will continue to monitor the position in Ukraine and Russia. There remains considerable
uncertainty on the ultimate outcome but at this stage the potential losses arising are not materially out
ofline to the Company’s plan forlargelosses. Also, the Companyhasno directinvestment exposure and
is not anticipating anyliquidity strain as a result of the current situation.
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B System of Governance

B1 General information on the system of governance

B1.1 AspenInsurance UK Limited

AIUK s governed by the ATUK Board, and two principal committees of the Board: the Audit Committee
andthe Risk and Capital Oversight Committee (“Risk Committee”). The Board may establish additional
committees ad hoc for administrative purposes and for the consideration of matters properly delegated
to the Non-executive Directors (“NEDs”). These include the Special Referral Committee, UK
Remuneration Committee, UK Nominations Committee and the UK Governance Committee.

The Board holds a minimum of four meetings per year. A ‘Matters reserved to the Board’ document is
approved and maintained by the Board. It prescribes those aspects of ATUK’s operations which must be
referred to and approved by the Board in order to satisfy the requirements for sound and prudent
management of AIUK’s business. These include business planning (both underwriting and
investments); the setting of reserves and approval of accounts and regulatory returns; approval of
AIUK’s ORSA report; the paying of dividends; and the approval of material transactions.

ATUK’s Chief Executive Officer (“CEO”) chairs an Executive Committee to support the CEO in dealing
with the dayto day executive management of ATUK. The Executive Committee comprises the Executive
Directors and other senior managers.

The AIUK Audit, Risk, Governance, Nominations and Executive Committee each maintain Terms of
Reference setting out their function, membership and operating procedures. There are also Terms of
Reference for the Special Referral Committee, contained in the ‘Matters reserved for the Board’
document.

B1.2 Main roles and responsibilities of the Audit Committee
The Audit Committee of ATUK is responsible for assisting the Board in its oversight of:

« the statutory audit process and annual financial statements;

« the performance of AIUK’s compliance function;

« thereserving process for risks underwritten by or on behalf of ATUK;

« the performance of AIUK’s internal audit function;

« AIUK's financialreturns and reports to the PRA and FCA and any other relevant regulator; and
» resolving any conflicts of interest which the Chairman of the Board is unable to resolve.

In fulfilling its purpose, the Audit Committee maintains free and open communication with ATUK’s
independentauditor, internal auditors and management.
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B1.3 Main roles and responsibilities of the Risk Committee

The purpose of the Risk Committee is to assistthe Board in its oversight duties in respect of the
identification and control by management of material risks to the objectives of ATUK. Responsibilities
include:

« Riskand Capital Management Framework — review and challenge the Company’s risk appetite,
tolerance and risk profile in relation to regulatory capital, liquidity and franchise value. This
includes the Company’s regulatory, conduct and financial crime risk appetites setting and
overseeing the Company’s profile against them; overseeing the brand and reputation of the
Companyand ensuring thatthe reputational risk is consistent with the risk appetite.

« Internal Controls — work with the Audit Committee to review the robustness, quality and
effectiveness of theinternal controls and reporting relating to the risk management framework.

« Riskexposures and assessment — review and recommend methodology used in determining the
Company’s capital requirements, stress testing, ensuring due diligence appraisals are carried
out on strategic or significant transactions.

« Remuneration and risk — provide advice to the Company Board and the Aspen Insurance
Holdings Compensation Oversight Group to ensure that risk management is properly
considered in setting the compensation policy and monitoring prudential regulatory
requirements across the Company.

B1.4 Main roles and responsibilities of the UK Governance Committee

The UK Governance Committee is a newly established committee — it's ToRs were approved at the
February 2022 Board meeting The Governance Committee is an advisory committee (sub-committee)
to the Board of Directors and has been delegated responsibility for assisting the Board in its oversight
of certain of its responsibilities for directing the affairs of the Company in a manner that meets both
shareholder and regulatory requirements and is consistent with current corporate governance best
practice standards. The oversight activitiesinclude:

Assisting the Board in driving consistency in respect of governance and regulatory conduct matters
across the business as it pertains to governance, receiving management information on significant
themes and agreeing proposed actions.

Overseeing compliance with the corporate governance principles and promoting a healthy culture and
values inlinewith the Aspen Group’s strategic priorities as appropriate and fitting;

Supporting good governance, in part, by promoting the healthy development and functioning of the
Board, its committees and individual members. The committee helps the Board carry out its due
diligence on governance matters.
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B1.5 Main roles and responsibilities of the Special Referral Committee

The purpose of this Committee is to consider business opportunities that arise and may need to be
considered as a matter of urgency. It can revise the maximum gross (re)insurance limits stated in the
approved business plan to a level not exceeding 125% of those originally delegated to management. It
can also extend the policy term, without limit (that is to say that it has the full power of the Board in
this regard) beyond the 24 month extension to the maximum terms defined for each line of business.

B1.6 Main roles and responsibilities of the UK Remuneration Committee

The purpose of this Committee is to assistthe Boardin dischargingits obligations (in accordance with
Article 275 of the Commission Delegated Regulation (EU) 2015/35) (“Article 275) to oversee the
probity of the compensation arrangements relating to “Covered Individuals” i.e. those employees in a
position to exercise significant influence over AIUK. This include arrangements applicable on
termination of employment.

B1.7 Material changes to systems of governance in the period

The governance structure of ATUK has been strengthened during 2021 in response to an external review
conducted by PWC. These changes have included the addition of a UK specific Remuneration
Committee and Nomination Committee of the Board as well as a new Governance Committee of the
Board. All of which were established during 2021.

Various executive management committees were also established during 2021, these included:

Business Risk Committee
Underwriting Committee
Pricing forum

Reserve Committee

Finance and Capital Committee
Operations Committee

o ae T

Additionally the terms of reference and membership of all committees were updated as part of the
governance refresh program. Changes in directors during 2021 and up to the date of this report are as
follows:

Dateof appointment  Date of resignation

Paul Cooper 24 March 2021

Christopher Jones 13 May2021

Robert Moorehead-Lane 3 June2021

Alex Kershaw 14 September 2021

Paul Martin 3 February 2022

Michael Cain 19 May 2021
Gordon Ireland 30 June 2021
Peter Webster 30 June 2021

Highly Confidential

38



B1.8 Key Functions

ATUK’s system of governance includes the following key functions thatare importantto its sound and
prudent management:

+ RiskManagement;

« Compliance;

» Internal Audit;

o Actuarial;

» Underwriting;

» Qperations;

o (Claims;

« IT;

« FinanceandInvestments;and
» Qutwards Reinsurance.

B1.8.1  Authorityand Independence of the Key Functions
AIUKhas an Internal Control and Risk Management Framework in place to ensure that:

 there is clear management responsibility for key functions;
« the Board has appropriate line-of-sight over ATUK’s operations; and
« Material matters are broughtto the Board’s attention.

The CEO has apportioned responsibility for key tasks to suitably qualified and experienced staff. The
appointed individuals are accountable to the CEO for their respective functions and report to the Board
on their performance and service.

B1.9 Information on Remuneration policies and practices
B1.9.1 Policy

The Group’s overall approach to compensationis set outin the Group Compensation Policy. A Solvency
IT Appendix to this policy has been developed to address the additional remuneration and governance
requirements that have been put in place to meet the requirements of Article 275.

The Group Compensation Policy and the Solvency IT Appendix state that ATUK’s remuneration
arrangements should not promote inappropriate risk taking and link compensation to achievement of
financial and strategic goals.

The Group Compensation policy states that the elements of total compensation; base salary and variable
remuneration (annual bonus and long-term incentive awards), should be balanced such that each
executive has the appropriate amount of pay thatis contingent on longer-term performance.

For Covered Individuals, where they meet the specific compensation criteria, a minimum of 40% of
variable remuneration must (i) be deferred for a minimum period of three years and (ii) vest no faster
than pro rata from year one. There are currently no equity compensation plans under which equity
securities of the Group are authorised for issuance. An annual assessment of compensation is
undertaken to ensure specific deferrals to variable compensation are applied where Covered Individuals
meet the threshold criteria specified by the PRA.
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B1.9.2 Cash remuneration

Annual cash bonuses are intended to reward employees for Aspen’s consolidated annual performance
and for individual and team achievements contributing to the success of the business over the previous
financial year.

The Compensation Oversight Group approves the bonus pool formula, following recommendations
from management. Employees are allocated bonuses based on the performance of the Aspen Group, the
performance of their teams and their individual contribution to the business. Bonus determinations
take into account compliance with ATUK's governance and risk control requirements to ensure non-
excessive risk-taking.

B1.9.3 Long-Term Incentive Schemes

Aspen operates a Long-Term Incentive Plan (‘LTIP’) for employees across the Group in order to
reinforce the alignment of the participants in achieving the common objectives and the creation of value
over the long term. The LTIP also acts as a retention tool and is only allocated to a select group of
employees who are key to Aspen’s long-term future. With all awards, continued participation in the
programis dependent upon on individual performance. There were noshare-based compensation plans
in placeas at31 December 2021.

B1.94 Governance

Central to the governance of compensation is Aspen’s Compensation Oversight Group, a committee of
the ATHL Board. The Compensation Oversight Group oversees compensation and benefits policies and
programs, including administration of the annual bonus awards and long-term incentive plans
(“LTIPs”). Italso determines compensation of the Group CEO, Named Executive Officers (“NEOs”) and
other relevant members of senior management.

Details of the role and responsibilities of the Compensation Oversight Group are set out in its Charter,
which is reviewed by the Compensation Oversight Group and approved by the ATHL Board.

In accordance with para 1(d), (e) and (f) of Article 275, the Board is responsible for overseeing the local
implementation of the Group Compensation Policy, establishment and oversight of the Solvency II
requirements and ensuring compliance with anylocal regulatory requirements.

In order for the Board to provide oversight:

« the Board approves the Solvency IT Appendix of the Group Compensation Policy as applicable
to AIUK which gives assurance that the Policy and appendix satisfy local regulatory
requirements including SolvencyI1;

+ the Remuneration Standing Committee has been established with the authority to approve
proposed compensation arrangements, including if necessary those arising in conjunction with
new business opportunities and those applicable on the termination of employment for Covered
Individuals; and

+ UK Remuneration Committee (also known as RemCo) receives an annual report on the
application of the Group Compensation Policy and specifically its application to Covered
Individuals. The report will be provided prior to awarding annual bonuses and LTIP awards.
Thereport allows UK RemCo to confirm or otherwise, prior to awards of variable remuneration,
thatthey remain satisfied thatthe remuneration of Covered Individuals meets local regulatory
requirements, including Solvency II.
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B1.9.5 Share-based payments

There are currently no equity compensation plans under which equity securities of the Group are
authorised forissuance.

B1.10 Supplementary pension and early retirement schemes for
members of the Board

Aspen offers all staffthe choice of making contributions into a defined contribution pension plan and
the company contributes an additional percentage every month based on a contribution structure.

B1.11 Information about material transactions during the reporting
period with shareholders and with members of the AMS (Administrative,
Management or Supervisorybody)

In 2019, the Group implemented a new long-term incentive scheme, under which annual awards are
splitequally between Performance Units and Exit Units. Performance Units vest after two years subject
to the Group achieving predetermined growth in book value per share targets. Exit Units vest upon
change of control (Sale or IPO) and achieving predetermined multiplies of invested capital return
targets. Both Performance Units and Exit Units are cash-based awards.

B2 Fit and proper requirements

B2.1 Fit and Proper Guidelines
There are two aspects to fitness and propriety:

» corporate — ensuring that ATUK operates to appropriate standards of corporate governance;
and

+ individual — ensuring that those individuals responsible for Senior Manager Functions, Key
Functions and thosein Certified Positions have the necessary qualities to perform their duties
to an appropriate standard and carry out the responsibilities of the position which they hold.
These qualities relate to the integrity demonstrated in personal behaviour and business
conduct, soundness of judgement and a degree of knowledge, experience and professional
qualifications commensurate with theirrole.

Corporate

ATUK ensures that the collective knowledge, competence and experience of its management bodies
includes competencyin the followingareas:

« marketknowledge;

» business strategy and business model,

» system of governance (including risk management);

« financial and actuarialanalysis (including capital modelling);and
» Regulatory framework and requirements.

In addition, ATUK will regularly assess whether the board composition has sufficient diversity of
qualifications, knowledge and relevant experience to ensure thorough review and robust challenge.
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Individual

ATUK ensures that background checks are conducted on all staff at the point of recruitment and will
utilise third party suppliers to perform such checks asappropriate. Additional checks will be conducted
throughout an individual’s employment where deemed necessary, such as on appointmentto a Senior
Managerrole. As a minimum, a background check will addressthe following areas:

o criminal records check;

o credit check;

« confirmation of qualifications;

« confirmation of employmenthistory; and
» Regulatory References

AIUK considers whether any additional matters should also be addressed when recruiting individuals
to perform anykey business activities, including the following:

« more extensive criminal record checks;
» checks on currentand past directorships; and
« compliance andsanctions checks

B2.1.1 Ongoingassessment of fitness and propriety

ATUK uses an annual appraisal process to provide confirmation that the fitness and propriety standards
established for a role remain appropriate and that the person undertaking that role remains suitably
qualified through a review of required knowledge, competence, qualifications and where necessary
development requirements.

In addition the Board performs Board and Committee effectiveness reviews annuallyand Compliance
has an annual fitness and propriety attestation process for all senior insurance managers, key function
holders and certified persons.

B3 Risk management system including own risk and solvency
assessment

B3.1 Risk Management Framework

The Risk Management Framework (the “RMF”) is the mechanism that defines the controlsin place and
the processes within AIUK to manage risk. The Framework consist of a number ofkey documents:

» the Aspen UK Risk Strategy

» the Aspen UK Risk Management Policy which describes and categorises the risks to which
Aspen UKis currently exposed

» the AIUK Risk Appetite Statement defines how much risk we are willing to take

AIUK’s risk management framework is further described in risk governance documentation (aka

Policies). Policies specify roles and responsibilities for risk management activities in each of the risk
categories to which AIUKis exposed.
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B3.1.1 Risk Universe

ATUK and the broader Aspen Groupis exposed to a broad landscape of risks. Aspen as a group, records
all types of risks to which we are exposed, which is referred to as the Risk Universe, with additional
detail relating to operational risk recorded in Operational Risk registers. The Risk Universe is structured
into risk categories within the Risk Taxonomy. There are 3 levels of risks within the Risk Taxonomy to
allow forrisks to be collated ata granular enough level to be effectively managed.

Therisk universeincludesrisksthat are actively taken as part of our insurance or investment operations
as well as other risks that are not explicitly sought, but are actively monitored and controlled due to
theirsignificance.

Aspen’s Risk Universe classifies insurance risk and market risk in pursuance of underwriting and
investment strategies as core risks, all other risks are classified as Non-core risks. The main risks
categories include:

Core Risks

« Insurance risk: The risk that underwriting results vary from their expected amounts,
including therisk thatreserves established in respect of prior periods differ significantly from
the level of reserves included in the AIUK financial statements.

« Market risk: The risk of variation in the income generated by, and the fair value of, the
investment portfolio, cash and cash equivalents, including the effect of changes in foreign
currency exchangerates.

Non-CoreRisks

» Creditrisk: Therisk of diminutionin the value of insurance receivables as a result of counter-
party default. This principally comprises default and concentration risks relating to amounts
receivable from intermediaries, policyholders and reinsurers. We include credit risks related to
our investment portfolio under market risk. We include credit risks related to insurance
contracts (e.g. creditand political risk policies) under insurancerisk.

» Liquidity risk: The risks of failing to maintain sufficient liquid financial resources to meet
liabilities as they fall due or to provide collateral as required for commercial or regulatory
purposes.

+ Operational risk: The risk of loss resulting from inadequate or failed internal processes,
personnel or systems, or from external events.

» Group risk: Therisk that events or circumstances affecting one or more other companies in
the Aspen Group threaten the solvency, liquidity or reputation of ATUK.

« Strategic risk: The risk of adverse impact on shareholder value or income and capital of
adversebusiness decisions, poor execution or failure to respond to market changes.

« Emergingrisk: The risk that events or issues not previously identified or fully understood
impactthe operations orfinancial results of ATUK.
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» Regulatory risk: The risk of non-compliance with regulatory requirements, including
ensuring we understand and comply with changes to those requirements is assessed and
managed as operational risk. There is a residual risk that changes in regulation impact our
ability to operate profitably in somejurisdictions or somelines of business.

The RMF sets out these risks in the context of AIUK’s business and provides an overview of how they
are addressed and quantified through a combination of the quantification through the internal model,
including stochastic modelling and stress testing. As well as qualitative reviews through the Risk and
Control Self-Assessmentand other approaches including scenario analysis.

B3.1.2 Risk Appetite Statement

The AIUK Risk Appetite Statement is a central component of the overall Internal Control and Risk
Management Framework and sets out, at a high level, how we think about risk in the context of our
business model, our objectives and the business strategy.

The ATUK Risk Appetite Statement was approved by the ATUK Board in March 2021. This Risk Appetite
Statement is reviewed at least annually to ensure it remains fit for purpose.

The Risk Appetite Statement distinguishesbetween core risks and non-corerisks, as described above.
Core risks include Insurance risk and market risk in pursuance of our underwriting and investment
strategies respectively.

For core risks, we have an appetite to accept Insurance Riskarising from general property and casualty
exposures, environmental casualty exposures, the transportation and energy sectors, financial,
professional and political risks, agriculture, and cyber exposure. We accept market risk, and have an
appetite for risk assets including taking credit risk and equity risk. Non-core risks will be minimized
through control or avoidance, where possible.

Further detail is contained withinthe AIUK Risk Appetite Statement.
Capital Constraint

The capital constraint below ensures we comply with all regulatory capital requirements. For ATUK this
is the modelled SCR plus the required buffer as set out within the risk appetite statement. Thetotal of
these currently is 140% of SCR.

Specifically, ATUK will seek at all times to maintain a level of qualifying capital equal to satisfy this
requirement.

Breach of the regulatory minimum will lead to immediate actions by Management to consider options
forimproving thelevel of capital adequacy, either by riskmitigation or capital -raising. Where the capital
falls below the required level ATUK will initiate a number of managementactionsto ensure the capital
is returned to adequatelevels within a suitable timeframe.

B3.1.3 Business Planning

Thebusiness strategyis reviewed on a periodic basis bythe AIUK Board of Directors. This strategyis
informed by the previous strategy, the state of the re/insurance market, performance against business
plans, the latest understanding of current and prospective risks the business faces and the capital
required to support the plan.
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A changein strategy mayintroduce new categories of risk and the need for new orupdated policies for
the management of those risks. Similarly, revisions to strategy may require a change in ATUK’s risk
appetite, in particular, related to risk preferences.

As part of the Aspen Group AIUK is considered as part of this strategicreview and is required to develop
its own strategy and business plan in line with the overall Group Strategy. The ATUK business plan is
approved by the Board of Directors on an Annual basis or whenever a significant change in the plan is
envisaged.

B3.1.4 Risk Limits

Risk Limits are an integral component of the risk management systems. Clearly established authorities
and risk limits govern all risk-taking decisions across AIUK. Risk Limits translate the risk appetite
objectives into measurable criteria. Limits provide the primary control for AIUK’s accumulated risk
exposures and provide a mechanism to manage diversification of the risk profile. Additionally, the limit
framework establishesthe connections to business planning by influencing risk-taking decisions related
to business direction and portfolio management.

Weuse the term risk limitto mean the upper limit of our tolerance for exposure to a given risk.
Therisk limits are subject to annual approval by the ATUK Board as part of the annual review process.
The Key Risk Limits include:

Insurance Risk Limits:

» Natural catastrophe accumulation risks — limits set by region and peril for catastrophic events
covering both individual occurrences and annual catastrophe losses in aggregate.

« Terrorismaccumulation risks —a limit based upon a series of modelled scenarios.

» Clash risk — a limit covering the potential losses arising from a single non-catastrophe event,
allowing for the possibility of losses from different risks in the same class of business, as well as
losses across multiple classes from the same event.

» Cyber risk —AIUK havenotdefined a cyberrisk limit. As a relatively new peril for the insurance
industry, traditional actuarial methods and accumulation modelling are notyet credible due to
the lack of historical claim data and an exposure that continues to evolve. AIUK utilizes a
deterministic, scenario-based approach to monitor cyber risk accumulation until such a time
when a credible probabilistic model is available.

Market (Investment) Risk Limits — a variety of limits to manage exposures to interest rate, default risk,
spread risk and concentration risks on the asset portfolio. The Investment Mandate outlines the key
market risk limits which is updated and reviewed regularly.

Credit Risk — limits set for the maximum amount of any one exposure or counterparty.
Liquidity Risk — a target amount of unrestricted assetholdings.

Operational, including Compliance risk — operational riskis inherent within ATUK’s business processes.
As a risk that we do not actively pursue, the approach to managing operational risk differs from the
approach applied to other risk categories. Our Operational Risk Management objective is to identify
and take the appropriate action in relation to the Operational risks within the business.
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B3.1.5 Risk Management Framework

ATIUK achieves controlled risktaking by operating within our detailed risk management framework. The
framework defines the following core components of the risk management cycle.

« RiskIdentification — Riskidentification isan ongoing processto establish transparency into
risks to which we ATUK is exposed. Risk identification processes include all aspects of current
Operational risks as well as emerging risks, with information considered from a variety of
internal and external sources.

« Risk Measurement — Risk measurement enables the assessment of risk exposures and
provides the basis to set quantitative controls for risk taking. The Lloyd’s approved Internal
Model is used by AIUK to aid business planning, to calculate and allocate risk-based capital, to
calibrate pricing models, and otherbusiness applications. Where it is impractical to model the
risk using stochastic methods or where thereis significant parameter uncertainty, we may also
use deterministic methodologies.

« RiskMonitoring— Risk monitoringis the process through which ATUKensures that the risk
being taken across the firm remains within appetite, and to ensure that risk is managed to an
acceptablelevel. ATUK uses a range of processes and systems to regularly monitor risks. These
processes are overseen by risk owners and executed by subject-matter experts within the
business. These are then overseen from a second line by the relevantrisk function personnel.

+ Risk Management — Risk exposures are managed in all activities using a variety of
approaches. Clearly established authorities and risk limits govern all risk-taking decisions
within ATUK. External reinsurance, retrocession, and hedging strategies are used to mitigate
and diversify our risk exposure to a level consistent with our risk appetite. Toassistin protecting
the company against certain operational risks, Aspen purchases external insurance. Examples
include property insurance for its buildings, Directors & Officers insurance forits Directors and
key employees and Employers Liability insurance to protect against claims from employees, as
well as other specific insurance products, for example Cyber Breach Insurance. Additionally,
operational risks are managed by segregation of duties, systems of internal control and, in
certain cases, contingency plansas appropriate.

Risk managementis a key objective of the organisation and is a continuous focus of education
andtraining across all functions of the company.

+ Risk Reporting — Dialogue between Risk Management, the AIUK Board, the Executive
Committee and key business stakeholders is an important component in monitoring and
managing risk. Risk transparency is ensured through regular internal risk reporting which
incorporates both quantitative and qualitative risk information. On a quarterlybasis, the ATUK
CRO provides to the AIUK Board Risk Committee a comprehensive risk report that covers all
aspects of the risk landscape. The reports include an overview of the adequacy of capital and
liquidity, quantitative views of risk, an overview of the operational risk assessment including
key risk themes, operational events, and other risk developments as deemed appropriate. Risk
reporting is also prepared and presented to various other governance bodies.

B3.1.6 Three Lines of Defense
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Aspen operates within a ‘Three Lines of Defense’ (3LOD) integrated approach to assurance designed to
achieve a strong risk culture built on the principles of ownership and accountability. The Three Lines of
Defense model distinguishes between three groups (orlines) involved in effective risk management:

. Functions thatown and manage risk (the 1st Line)

. Functions that overseerisk (the 2nd Line, Risk Management and Compliance)

. Functions that provide independent assurance (the 3rd Line, Group Internal Audit)
FirstLine of Defense

Asthe first line of defense (1LOD), operational managers own and manage risks. They are responsible
for maintaining effective internal controls and for executing risk and control procedures on a day-to-
day basis related to the people, processes, and systems under their supervision. They also are
responsible forimplementing corrective actions to address known process and control deficiencies.

Second Line of Defense

The AIUK Risk management and Compliance function develop AIUK’s risk management framework,
and oversee the implementation and embedding of risk management practices by the 1LOD, incuding
monitoring and assessing the adequacy and effectiveness of the 1LOD system of internal control. (For
the avoidance of doubt, risk managementimplicitly covers compliance risk management).

These second line of defense functions have a degree of independence from the 1LLOD, but they are
management functions. As management functions, they may intervene directly in modifying and
developing the internal control and risk systems.

Third Line of Defense

Internal Audit provide independent and objective assurance on the adequacy and effectiveness of
governance, risk management, and internal controls. Internal audit’s independence from the
responsibilities of managementis critical to its objectivity, authority, and credibility.

It is accountable to the Audit Committee of the ATUK Board, has unfettered access to people, resources,
and data needed to complete its work; and freedom from bias or interference in the planning and
delivery of auditservices.

B3.1.7 Corporate Governance

The internal control system is overseen by the AIUK Board of Directors. The AIUK Board is the
supervisory body responsible for approval of the risk management framework and to ensure application
andimplementation of the risk management framework.

While the Board are responsible for oversight, the ATUK Management Team is responsible for managing
the operations as delegated by the Board. This structure maintains effective checks and balances
between the governing bodies.

Highly Confidential

46



B3.2 Aspen’s Own Risk and Solvency Assessment (“ORSA”)
ATUK’s approachto ORSA is documented in the UK ORSA policy, which is applicable to ATUK.
The UK ORSA policy defines the ORSA as:

The integration of business strategy, business planning, capital and risk management processes to
effectively identify, assess, monitor, manage, and report the short and long term risks faced by the
Group and ensure that its overall solvency needs are met atall times.

It sets out how the ORSA is embedded as a series of ‘business as usual’ processes and how these in
aggregate address the full range of expected ORSA considerations and outcomes over the course of a
business year.

The policy explains that ORSA outcomes are communicated internally via those business-as-usual
processes with which they are aligned, in a context that allows stakeholders at alllevels to act effectively
on them in their day-to-day management and decision making.

AIUK s required to report on the ORSA process and its outcomes atleastoncea year to the PRA.

The ORSA reportis approved by the ATUK Board as providing an accurate account of the ATUK Intemal
Control and Risk Management Framework and the ORSA processes conducted during the year.

Theindividual components of the Internal Control and Risk Management framework and the outputs
of the ORSA process upon which the ORSA report relies are subject to approval, review and challenge
by the ATUK Risk Committee with changes and actions agreed by the ATUK Board.

An importantaspect of the ORSA is the inter-linkages among the processes described below:

+ ThelInternal Control and Risk Management Framework (the “Framework”) isthe over-
arching control mechanism that defines the controls in place and th e processes ATUK will follow
within Aspen to manage risk. The first two key documents within the overall Framework are
the UK Risk Management Policy and the AIUK Risk Appetite Statement. The firstof
these two documents defines and categorises therisks that AIUK are currently exposed to and
istermed the “Risk Universe”, while the second defines how much risk ATUK is willing to take
and this is termed the “Risk Appetite”.

To assistthe embedding of the Framework into the business, AIUK use Risk Policies and Risk
Limits. UK Risk Policies define the processes ATUK will follow in managing the different
categories of risk on a day-to-daybasis. Theyalso describe the internal control processes.

« In order for ATUK to translate the Risk Appetite Statement into more meaningful variables
which it can monitor in terms of key areas of its risk (key here being those which are most
impactful on the variability of its results and its required capital), it uses a series of Risk
Limits. Intotalitytheserisklimits are a translation of AIUK’srisk appetite into more detailed
limits, which can be easily cascaded down to lines of business (where applicable) and then
monitored and managed by underwriting teams or support teams and reported to governance
bodies as required.
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The overall Risk Framework is a fluid set of documents which are adapted as the business
evolves. For example, if ATUK discover the business faces additional risks through its
Emerging Risks Framework processes then it will add the risks to the Risk Universe and
adapt its Risk Appetite and Risk Limits depending on the impact they could have on the
business. As another example, AIUK’s Stress and Scenario Testing may uncover other aspects
which were previously unknown, or not well understood, and the Framework will be adapted
accordingly.

Business Strategy is reviewed on an annual basis at Aspen Group level and cascaded down
to the individual entities. This is then utilised by the ATUK Board and Executive management
to develop an AIUK strategy. It is informed by inter alia, the previous strategy, results and
performance againstbusiness plans, thelatestunderstanding of current and prospective risks
and a quantitative assessment of its strategies usingits Internal Model. This process willinclude
the selection of risk classes to be written and the level of risk capacity to be undertaken within
AIUK. Anyreview of business strategy will consider in particular, whether strategy options are
consistent with orrequire changesto the Risk Universe or Risk Appetite. A strategy review may
introduce new categories of risk which would mean the Risk Universe would need to be updated
and policies defined for the management of those new risks. Similarly any revisions to strategy
may require a change in risk appetite. The ORSA process will challenge the strategy with
scenario analysis using emerging or developing risks based upon the strategicdirection of AIUK
wishes to undertake.

BusinessPlans Aspen’s Group business planning processis an annual process (subject to any
changes considered material enough to warrant a full update in the interim) that produces
updated 3 year projections for the Group and its component entities including ATUK. The
business plans will take into account the agreed strategy and a further assessment of the current
and prospective risks that AIUK considers need to be taken into account and a quantitative
assessment of the plans using the Internal Model. The three year plans for AIUK and the
associated capital requirement projections are reviewed by the ATUK Board annually as part of
the ORSA process and reflected in the ORSA report.

Capital & Liquidity Planning outlines the available capital for both AIUK and contingency
options in the eventthatadditional capital is required. It also describes fungibility issues which
impactliquidity.

Alongside the annual business plan, there are regular Risk Monitoring processesin place to
provide management, the ATUK Risk Committee and the AIUK Board with an assessment of
the current risk environment and to ensure AIUK are adhering to its risk policies. These
processes take into account output from the latest update of the Internal Model and other risk
monitoring processesto ensure the Risk Appetite Statement and all Risk Limits are being met.
Thekey report to the ATUK Risk Commiittee is the quarterly Chief Risk Officer report but there
are also specific reports on risk matters e.g. Stress and Scenario Testing. As part of the risk
monitoring process, any breaches of risk limits are discussed. In the quarterly UK CRO report,
the UK CRO will put forward any Risk Mitigation to address any risk limit breaches
identified. This may include reducing risk exposure, a recommendation for further capital to be
raised or the recommendation for new or amended risk limits. The mitigating actions will then
be discussed, atthe ATUK Risk Committee and any action agreed by the Board. In addition, the
potential for any additional Stress and Scenario Testing will be considered.
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+ IndependentReview describesthe various assurance processesin place over the framework
and processes included within the ORSA. A critical component of ATUK’s ORSA process is its
Internal Model. This is a core component of many decision making processesandis used to
model AIUK’s Capital Requirement and is demonstrated in the ORSA. As well as being an
integral part of the management process, both in terms of general decision makingand the risk
management framework, AIUKrecognise that from time to time independent processes should
be used to ensure the Internal Model output is reasonable. Stress Testing analysis is included
within the validation processes to provide assurance that the capital requirements modelled
through the ORSA process are suitable.

The approach to the ORSA is to integrate its requirements into existing business processes and
communicate the resulting analysis, recommendations and agreed actions in a standalone ORSA report.

Thetotality of the scope of the ORSA is delivered through the combination of these processes and their
effective integration in to business decision making.

AIUK’s approach to the overall ORSA process can be seen below:

ORSA - The Process
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A robust and systematic process is as important as the outcome

Asit states in the diagram the process for ensuring a comprehensive coverage of the current and future
business and risks associated with itis as importantas the conclusionsreached.

It is critical that the business and specifically the Board and Supervisory bodies are able to have
confidence thatall aspects of risk are addressed withinthe Aspen UK ORSA process.

As required by the regulatory frameworks which AIUK operates within, the ORSA reports will be
produced on an annual basis. However, on-going monitoring of the risk profile and solvency position
canin turn trigger the need for an ad hoc ORSA report to be produced outside of the usual cycle. Equally,
the business may choose to re-visit all or part of the ORSA elements outside the scheduled quarterly
cycle in response to an actual or anticipated event that is judged to have the potential to significantly
changeits risk profile.
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B3.3 Internal Model

The Economic Capital Model (“ECM”) is integral to Aspen’s ORSA process. The ECM is used to measure
and monitor AIUK’s Risk Appetite Statement through calculation of the Solvency Capital Requirement
(“SCR”) and the required 40% buffer above the SCR, in satisfaction of the capital constraint within
ATUK’s Risk Appetite. The SCR is evaluated using the ECM as part of the annual business planning
process and for the ongoing measurement and monitoring of certain key risks reported within the UK
CRO reports and many otherrisks identified within ATUK’s Risk Universe. Section E2 of this document
shows the SCR for ATUK’s 2022 business plan asmodelled via the ECM

B3.3.1 Outline of the Internal Model
The scope of Aspen’s Internal Model comprises:

» the ECM — alsoreferred to as the Calculation Kernel;

o the Economic Scenario Generator (“ESG”);

« catastropherisk management processes (including third party vendor catastrophe models) that
are material to the calculationofthe SCR;

« all spreadsheets which carry assumptions, parameters or standing data into the ECM;

« all otherdata sources which feed the spreadsheets; and

« Policies and processes in relation to Internal Model change, data, documentation, expert
judgement, operational controland validation.

The scope of the Internal Model excludes:

» separate multi-year projection models and other bespoke simulation-based models built for
strategic purposes;

« the business planningsystem;

» stress & scenario testing; and

» Thereserving process.

The purpose of the model is to provide a quantification of those risksincluded in the scope of the model.
The ECM is a simulation-based model and allows the business to focus on the tail of the distribution
(i.e. themostsevere downside scenarios)and, in particular, what are the key drivers oflosses in the tail.

B3.4 Internal Model Governance

In order to satisfy the requirements of Solvency II it is important to demonstrate that appropriate
governance surrounds the Internal Model and any proposed changes thereto.

Management maintainsa three tier structure for the governance of Aspen’s Internal Model as follows:

« High Level Governance covers the approval of any application to regulators for approval to
use the Internal Model to calculate a company’s solvency capital requirements; approval of
major changes or extensions to the model; deciding roles and responsibilities for the Internal
Model governance; aligning the model design and operations with the undertaking’s risk profile
and operations; ensuring there are sufficient resources to develop, monitor and maintain the
Internal Model, and monitoring on-going compliance with the requirements for Internal Model
approval.
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High Level Governance is the responsibility of the ATHL and AIUK Board, with responsibility
for some functions being delegated to the Group Capital and Exposure Management Executive
(“CEME”). For example: to review papers and changes to the Internal Model before they go to
the board; Approve the priority order of changes to the Internal Model.

« Low Level Governance covers design and implementation of the Internal Model; testingand
validation of the model; documentation of the Internal Model and any changes to it; analysing
the performance of the Internal Model, and reporting on the performance to the high-level
governance body, including compliance with the Internal Model approval requirements. Low
Level Governance is the responsibility of the UK CRO and Group Head of Capital Modelling,
through the Capital Management Sub-Committee (“CMSC”).

« Day-to-dayoperations and change are the responsibility of the Capital Modelling Team.

Feedback between the high level and low level governance functions are provided by the Group CRO to
the ATHL Board/Risk Committee and by the UK CRO to the AITUK Board/Risk Committee.

The deep integration of the Internal Model into the wider business results in continuous challenge of
its outputs by stakeholders, forinstance during the business planning process, when model outputs feed
directly into the formulation of the business plan. Likewise, capital allocations produced by the Internal
Model during business planning are used in performance measurement and are therefore subject to
robust challenge by senior management and underwriters.

B3.4.1 Model Change

The purpose of the UK Internal Model Change Policy is to ensure that appropriate and robust
governance controls existin relation to any proposed changes to the Internal Model, as well asto satisfy
the requirements of Solvency II. The UK Internal Model Change Policy applies to any change for any
elementwithin the scope of the Internal Model.

The reporting and assessment of Internal Model changes is a key Solvency II requirement. The
quantitativeimpact of changesis assessed againsta baseline model representingthelast version of the
model approved by the PRA via a ‘Major’ change application as updated for ‘Minor’ changes approved
internallyin line with the governance processset outin our Internal Model Change policy. The baseline
model against which the quantitative impact is assessed is further updated annually to be the model
used to assess the capital requirement presented to the AIUK Board as part of the annual approval of
the ATUK business plan. Changes are categorised into one of six types (Data Updates, Model Design &
Methodology, Model Governance & Controls, Model Performance, Operations & Reporting, Model
Platform and Underlying Risk Profile).

The Internal Model Change Policy defines qualitative and quantitative criteria to determine whether
changesare ‘Major’ or ‘Minor’. The quantitative criteria for a major changeis defined asa movement in
economic capital of 10% or more from an individual change, or 15% or more from an accumulated set
of changes. The types of change that accumulate against this threshold are Model Design & Methodology
and Underlying Risk Profile changes and Model Platform changes with a quantitative impact. Major
changesrequire approval by the ATUK Board and the PRA. Minor changes are reported quarterlyto the
ATUK Risk Committee and the PRA via the quarterly UK CRO report to the ATUK Risk Committee.
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B3.4.2 Capital Modelling Team Review and Verification Processes

The controls and detailed checks operated by the Capital Modelling team as defined in the ECM
Operational Control Framework are undertaken every time there is a reported update of the capital
requirement for ATUK. The Capital Modelling team processes include the assessment of the quality of
data and thereview and challenge of parameterisationincluding expert judgement. The detailed checks
vary by risk type and typicallyinclude:

» reconciliationsofinputdata (including understanding reasons for changes in data);
« comparisons of parameters to historical data;

» documentation ofthe rationale for parameterisation;

» review of parameterisation; and

» Explanationof changes between model runs.

The Operational Risk Management team provide assurance that these controls have operated effectively
as part ofthe annual Internal Model Validation exercise.

B3.4.3 Internal Model Validation

AIUK has a validation policy which requires an annualindependent validation of the Internal Model for
AIUK. The annual validation exercise is co-ordinated by an independent actuary. Some elements of that
validation are undertaken by Internal Auditand Risk Management.

As part of the validation activity, Stress and Scenario Testing acts as a check on the modelling by
allowing comparison of the assessment of stress scenarios with the distributions produced by the
Internal Model to ensure they are not out of line.

Validation reports are presented annually to the ATUK Risk Committee in line with the ATUK Validation
Policy.

Independent third party validation of the model (either of the calculation kernel or the associated
processes) is intended to be commissioned approximately every 3 years. Thelast third party review was
carried out in 2019 whereby a third party consultancy firm completed three external reviews of ATUK's
internal model:

1. Validation of our overall internal modelling methodology against market and best practice.
There were no material findingsthat required action.

2. Benchmarking of our modelling against peers. There were no material findings that required
action.

3. Validationofthe approach defined for new asset classes that AIUK proposesto investin as part
of the Aspen Group Strategic Asset Allocation. There were no material findings although some
adjustments were made to our modelling approach to address other findings.

In July 2019 the PRA approved a “Major” change to AIUK’s internal model. The PRA review process
resulted in a number of actions for Aspen to ensure that the model and its associated documentation
and governance and validation processes were fit for purpose. Many of these actions have already been
completed. Aspen is engaged in a further Major Change application process with the PRA which
addresses a number of model and risk profile changes as well as the remainder of the actions arising
from the 2019 feedback.
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B4 Internal control system

B4.1 Internal Control

An overview of the Internal Control and Risk Management Framework is provided in Section B3 above.
The section below sets out the additional controlsin place for ATUK.

B4.2 Internal Control functions
The additional controlsin place for AIUK cover:

« Compliance;
» Sarbanes Oxleyand otherinternal controls; and
« Business continuity and disaster recovery.

B4.3 Compliance

The UK Compliance function is a second line function in the Three Lines of Defence model. Work
continues to embed the distinction of responsibilities between 1st and 2nd line of defence functions,
with several areas now complete

The role of UK Compliance team is to provide assurance to AIUK management and the Board that
ATUK’s business operations meet all applicable regulatory requirements and are reflective of relevant
guidanceandbestpractice standards. In doing so, the UK Compliance functionseek to ensure thatthe
risks to AIUK’s overall strategy and local business plans resulting fromlocal regulatory intervention or
reputational risk are minimised.

The UK Compliance resource reports to the UK CRO and is supported by the Group Compliance team.

B4.4 Other Systems of Internal Control

Other significant elements of Aspen’s internal control complementary to the Three Lines of Defence
model and which have an AIUK dimension are discussed below.

B4.4.1 Sarbanes-Oxley

As a Group with preference shares and debt listed on the New York Stock Exchange at 31 December
2021, Aspen is subject to the Sarbanes-Oxley Act of 2002 (“S-Ox”). Thisis a U.S. federal law intended
to give comfort to investors in relation to the quality of financial information by requiring senior
executives to take individual responsibility for its accuracy and completeness. S-Ox also requires an
effective internal control structure and procedures.

Aspen has detailed processes in placein parallel with the Three Lines of Defence model to ensure that
it fulfils the comprehensive S-Ox requirements. These include:

+ theidentification of control owners who are accountable for specific controls, their operation
and documentation and the implementation of any remedial action which maybe identified;

» a reporting and attestation process by the control owners (including oversight of remedial
action) managed by the Operational Risk team;
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» process assurance through an annual programme of testing which is undertaken on behalf of
the business by Internal Audit; and

» a S-Ox Steering Group which supports the Group Chief Executive Officer and the Group Chief
Financial Officer in their attestations as to the effectiveness of the internal controls over
financial reporting, and provides assurance to the ATUK Audit Committee.

B4.4.2 Employee Standards

Controls are exercised by the Human Resources function for employer and employee protection and to
fulfil statutory and regulatory requirements. These include pre-contract screening of all new employees
and regulatory “fit and proper” procedures where required. These are more fully explained in Section
B2 above.

B4.4.3 Business Continuity

AIUK has appropriate business continuity management processes and internal control mechanisms to
assess and manage the exposure to the risk of business interruption.

The following high level minimum standards have been defined to mitigate the risk of business
interruption:

1. Sources of business continuity risk and critical processes are identified by each Platform and
assessed to determine the extent of exposure;

2. Aspen has a formal business continuity plan coveringidentified critical processes thathasbeen
approved by the local Board and s tested on an annualbasis; and

3. Aspen has a documented escalation and invocation process for disaster scenario planning.

Aspen has documented these procedures including necessary arrangements to ensure continuity of the
core business activitiesand management of a disruptive incident.

B5 Internal Audit function

B5.1 Internal Audit
B5.1.1 Mission

The primary role of Internal Audit is to help the ATUK Board and Executive Management protect the
assets and reputation of AIUK, and to help management to improve the effectiveness of risk
management, control and governance processes ina maintainable manner. Internal Audit achieves this
in its capacity as the Third Line of Defence by:

» Providing an independentand objective assessment that all significant risks are identified and
appropriately reported by management and the risk function to the ATUK Board and Executive
Management;

» Assessingwhethertheyare adequately controlled; and

« Challenging Executive Management to improve the effectiveness of governance, Risk
management andinternal controls.
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B5.1.2 Reporting Lines

The Head of Internal Auditreports to the Group Audit Committee and Group Audit Committee Chair;
and operates at all times with independence and objectivity. The Head of Internal Audit will also report
matters to the ATUK Chief Executive Officer and the Chair of the ATUK Audit Committee as appropriate.

The Head of Internal Audit reports to the Group CRO, from an administrative perspective only. The
Group CRO is responsible for co-ordinating and presenting proposals to the Group Audit Committee
Chair for the Head of Audit’s objectives, performance and compensation; and to the Group Audit
Committee for appointing and removing the Head of Internal Audit.

The Audit Committee Chair(s) of the Group and entity Audit Committees may provide input to
performance appraisals, and (in accordance with the BMA’s Group Supervision Rules) remuneration
decisions will be made by the Compensation Oversight Group in consultation with the Chair of the
Group Audit Committee and the Group CEO/Chair.

The Group Audit Committee will review and concur in the appointment, replacement or dismissal of
the Head of Internal Audit, having taken input from the ATUK Audit Committee members and the
Group CEO/Chair.

B5.1.3 Authority

Internal Audit derives its authority from the Boards of Aspen through the Aspen Audit Committees.
Internal Auditis authorised to:

« Haveunrestricted access to all functions, property, records and staff.

» Havefull andfree accesstothe Audit Committee. The Head of Internal Auditis authorisedto
call a meeting with the Chair of the Audit Committee at any time. At least once each year, the
Head of Internal Auditwill have a private session with the Aspen Audit Committee.

» Obtain necessary assistance of personnel in business units or departments where they perform
audits, as well as other specialised services from within or outside the organisation.

» Allocate resources and apply such techniques as may be required to fulfil the requirements of
the annual plan and any additional audit activities that maybe agreed, subjectto anychanges
agreed with Management and, where necessary, with the Audit Committee.

Any attempts to limit the scope of work, information restrictions, or any other impedimentlimiting the
ability of Internal Audit to perform its role will be reported to the Chair of the Group and ATUK Audit
Committees as appropriate.
The Head of Internal Auditand the staff of the Internal Auditdepartmentare notauthorisedto:

«  Perform anyoperational duties for the Aspen Group

+ Initiate orapprove accounting transactions external to the Internal Audit department

« Direct the activities of any organisation employee not employed by the Internal Audit

department except to the extent such employees have been appropriately assigned to auditing
teams or to otherwise assistthe internal auditors.
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B5.1.4 Audit Coverage and Universe

Internal Audit coverage is broad, encompassing all of Aspen’s business activities. This includes all
companies within the Group and is also influenced by external factors such as industry, and local
country and state regulations.

It is the responsibility of Internal Audit to identify all auditable areas within the audit universe. The
audit universe is dynamic in nature, and requires annual monitoring to ensure that new and evolving
auditable areas are appropriately included.

Auditable areas will be analysed on a case by case basis using a risk based methodology to determine
appropriate audit coverage and efficient and effective use of resources. Based on this analysis, a rolling
three yearaudit plan will be developed and updated annually.

Auditable areas that have been identified as having a higher degree of significance and/or risk will
generallybe audited more frequently than those areas with lower significance or risk. Audit plans will
be communicated to senior managementand the Audit Committee(s) atleastannually.

B5.1.5 Objective of Work

The objective of Internal Audit’s work is to determine whether Aspen’s network of risk management,
control and governance processes, as designed and represented by management, is adequate and
functioning appropriately.

B5.1.6 Communication of results

Internal Audit provides individual reports to the management responsible for the activity being
evaluatedincluding relevant Executive members and Audit Committee and periodic reports to the AIUK
Audit Committee.

B5.1.7 Independence

To preserve both the perception and reality of its independence and objectivity, Internal Audit will not
perform any activities that could impact, or could be seen to impactits independence from
management. Theseinclude butare notlimited to:

+ Beresponsible for theimplementation of corrective measures;

» Secondstaff, or provide consultancy services to business functions, if this isin any waylikely to
conflict with Internal Auditindependence;

« Allow Internal Auditors who are seconded, or undertake consultancy assignments, to be
involved in subsequent audits of the areasinvolved for 12 months following their return to audit
or the completion of the consultancy assignment;

» Delegate their judgement on audit matters to others, unless otherwise agreed with the ATUK
Audit Committee; and

« Haveanydirect authority over, or responsibility for, any system, procedure, or activity, which
they maybe responsible for auditing or reviewing.

When undertaking consultancy activities, Internal Auditors shall maintain their objectivity when
drawing conclusions and offering advice to management. Internal auditors must have an impartial,
unbiased attitude and avoid any conflicts of interest. If impairments to independence or objectivity exist
prior to commencement of the consulting engagement, or subsequently develop during the engagement,
disclosure shallbe made immediately to management.
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Annually, the Head of Internal Audit will confirm to the Group and AIUK Audit Committees, the
continuing independence of the Internal Audit activity.

B6 Actuarial function

B6.1 Actuarial Function

The UK Chief Actuaryis Head of the ATUK Actuarial Function.
The UK Chief Actuary reports to the ATUK CEO and has a dotted-line report to the Group Chief Actuary.

The various activities constituting the AIUK Actuarial Function are embedded within a number of
teams:

* TheReserving Team,
* TheCapital Modelling Team, and
* ThePricing Team.

Individuals within these teams have a mixture of direct and “dotted line” reporting to the UK Chief
Actuary.

B6.1.1 Key Responsibilities of the Actuarial Function
Thekey responsibilities of the Actuarial Functionare as follows:

* performing thereserving calculations, facilitating the reserve setting process and coordinating
the calculation of Technical Provisionson a Solvency I1 basis;

* ensuring theappropriateness of underlying methodologies, models and data;
* backtesting reserving best estimates and held reserves against experience;

* assessing the reliability and adequacy of the Technical Provisions calculation and associated
uncertainties;

* expressing an opinionon the overall underwriting policy;

* expressing an opinionon the adequacy of outwards reinsurance arrangements;

* contributing to the effective implementation of the risk-management system; and
* maintainingactuarial pricingand reserving standards across Aspen’s portfolios.

The UK Chief Actuary produces AIUK’s annual Actuarial Function Report and opinions on technical
provisions, the underwriting policy and reinsurance arrangements which is presented to the AIUK
Board.

B6.1.2 Identification of the Users of the Actuarial Function’s Work

Thekey internal users of the ATUK Actuarial Function’swork include:

* TheUKFinanceand Risk teams;

* TheAIUK Audit, Risk and Reserving Committees;

* TheAIUK Board, and

* TheGroup Reserve, Underwriting and Risk Committees.
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Thekey external users of the ATUK Actuarial Function’s work include:

* thePRA;
* Ratingagencies.

B6.1.3 Independence of the Actuarial Function

The UK Chief Actuary is responsible for ensuring there is sufficient independence in the activities
undertaken by the Actuarial Function.

Independence of the AIUK Actuarial Function is maintained with the following controls:

* The AIUK Board ensures that the Actuarial Function is appropriately segregated, has
unrestricted access to relevant information and is not constrained, controlled or unduly
influenced by managementin the setting of reserves.

*  Actuaries within the Actuarial Function are members of actuarial associations and are subject
to both professional and technical requirements.

* An independent reserve review is conducted by an external actuarial consultancy at year-end
to provide the Board with an alternative view of reserves.

* An Independent Assurance Team, sitting outside of the Actuarial Function in the Insurance
Risk team, assesses the work of the pricing and reserving teams and ensures sufficient
independence as well as co-ordinating and completing significant elements of the internal
validation of the Internal Model.

* Key tasks of the Actuarial Function are subject to governance through the Audit Committee,
Risk Committee and the Board. These committees include all non-executive directors ensuring
familiarity and adequate challenge;

* All tasks of the Actuarial Function are subject to internal audit on a regular basis which aids
identification and escalation of deficiencies; and

* The UK Chief Actuary holds a Practising Certificate issued by the Institute and Faculty of
Actuaries and the Head of the AIUK Actuarial Function is an approved position role and is
subjectto the PRA/FCA SIMR.
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B7 Outsourcing

B7.1 Outsourcing Policy

The Aspen UK Outsourcing Policy is applicable to AIUK and is intended to establish a prudent risk
management framework in relation to the management of the outsourcing arrangements and ensure
compliance with the relevant regulatory requirements. The Outsourcing Policy covers the entire
outsourcing lifecycle, from identifying the need for outsourcing through relationship management and
oversightand provides processes to effectively manage risk associated with outsourcingrelationships.

Consistent with regulatory requirements, the Outsourcing Policy covers any form of agreement between
ATUK and a service provider which performs an insurance or reinsurance activity or undertakes a key
function on behalf of ATUK. All outsourcing arrangements are classified as either ‘Critical or Important

or ‘Non-Critical’, and the requirements set out in the Outsourcing Policy differ based on this
classification. The basis and responsibilities for determining the classification are detailed in thispolicy.

B8 Any other information

AIUK has nothing to report under other information.
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C Risk Profile

AIUK s exposed to a range of financial risks through its financial assets, financial liabilities, reinsurance
assets and policyholderliabilities. In particular, the keyfinancial riskis that the proceeds from financial
assets are not sufficient to fund the obligations arising from insurance policies as they fall due. The most
important components of this financial risk are insurance risk, market risk (includinginterest rate risk
and currency risk) credit risk, and liquidity risk.

C1  Underwriting risk

C1.1 Insurance Risk

C1.1.1 Insurance Risk
Insurance risk is defined as the risk that underwriting results vary from their expected amounts,
including therisk thatreserves established in respect of prior periods are understated.

Insuranceriskincludesthe following:

1. Underwriting risk (referred to as Premium Risk in the Internal Model): The variation of
accident year technical result from its expected value. Underwriting risk can be further split
into sub-categories including:

a. Catastrophe accumulation risk: The risk that losses from natural catastrophes exceed
expected levels.

b. Pricing calibration risk: The risk that actual technical results differ from expected
values as a result of invalid assumptions, methodology or parameters used in the
pricing process.

c. Largeclaimsrisk: Therisk thatlosses from a single man-made event, or group of related
events, exceed the expected levels.

d. Attritional risk: The risk that the total of all losses other than catastrophe and large
losses exceeds the expected level.

e. Reinsurancemitigation risk: Therisk that gross losses are notreduced by reinsurance
recoveries to the extent expected.

2. Reservingrisk: Thevariation in policyholder reserves for prior accidentyears.
Processes for addressing and monitoringrisk

ATUK models its exposure to underwriting and reserving risks using the Internal Model to measure the
associated capital requirements on both the Solvency IT SCR regulatory basis and an internal basis. The
internal basis uses a US GAAP balance sheet and measures the capital required to write one year’s
business to ultimate. Modelling of insurance risk exposure is the key process for monitoring and
managing insurancerisk.

The UK Reserving Policy, UK (Re)Insurance Policy and the Group Underwriting Risk Policy evidence
how Aspen manages the risk of loss or of adverse change in the values of insurance and reinsurance
liabilities, resulting from inadequate pricing and provisioning assumptions.

The Underwriting Risk Policy requires and defines the use of Aspen Underwriting Principles (“AUPs”)
or underwriting guidelines for each underwriting team, and similarly the Group Pricing Standard
establishes the requirements that must be addressed by the Pricing Policy Document (“PPD”) for each
portfolio.
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AUPs setout a series of key principles translated into specific guidelines, requirements, processes and
management controls, the compliance of which is mandatory for all Underwriters. The PPDs setout a
series of standards and principles to apply to all business underwritten.

The Group Risk Policy sets out the core risk management requirements for the Claims process. The UK
Platform Claims Procedures apply to claims handlingin respect of ATUK claims. It covers the full claims
cycle andis supported by a range of detailed procedures. It includes specific considerations in respect
of thehandling of ATUK claims.

The UK (Re)Insurance Policy defines Aspen’s approach to management of material risk concentrations
by categorising those risks, setting tolerances and limit, measuring, monitoring, reporting and
escalating Natural Catastrophe and Non Natural Catastrophe accumulations. This includes the
management and monitoring of outwards reinsurance mitigation risk.

Risk limits are monitored and reported through the Key Risk Indicator dashboard in the UKCRO report
to the ATUK Risk Committee.

Material Risk Concentrations

ATUKhas limited its exposure to material risk concentrations by imposing maximum claim amounts on
certain contracts as well as the use of reinsurance arrangements in order to limit exposures so they are
managed withinkeyrisk limits.

The material risk concentrations managed via Key Risk limits include catastrophe risks (such as
hurricanes, earthquakes and flood damage), clash losses (large losses from single events through
exposure via multiple contracts) and exposure to future man made catastrophic events (such as acts of
war, acts of terrorism, cyber attacks andlosses resulting from political instability).

The effectiveness of these risk mitigation techniques is assessed through continual monitoring of the
underlying risk profile and escalation of deviations from plan.

C1.2 Sensitivity analysis
Net claims incurred sensitivity

The liabilities established could be significantly lower or higher than the ultimate cost of settling the
claims arising. Thislevel of uncertainty varies between the classes of businessand the nature of the risk
being written and can arise from developments in case reserving for large losses and catastrophes, or
from changesin estimates of claims incurred but not reported. The followinganalysis shows the impact
on profit or loss froma 5% increase or decreasein total claims liabilities. The analysis is performed on
the basis thatthatall other assumptions have been held constant:

Yearended 31 December 2021 2020
$'m 5% Increase 5% Decrease 5% Increase 5% Decrease
TOTAL (22.0) 22.0 (54.5) 54.5

For 2021 the levels of both premium receipts and therefore exposures and thelevel of claims incurred
could be impacted by COVID10.
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C2 Market risk

C2.1 Market Risk

Marketriskis defined as the risk of variation in the income generated by, and the fair value of, AIUK’s
investment portfolio, cash and cash equivalents and derivative contracts including the effect of changes
in foreign currency exchange rates.

Within our Risk Universe we define six categories of market risk:

1) Foreign currencyrisk: The riskof adverse variationin the US dollar value of net assets in foreign
currencies as a result of currency rate movements.

2) Fixedincome security risk: Therisk of variation in the market value of fixed income securities
or their derivatives. Fixed income security risk can be further split into sub-categories
including:

« Interestrate risk: Therisk of variation in the market value of fixed income securities as a result
of changes in prevailing interestrates. We classify reinvestmentrisk as therisk of loweryields
on the reinvestment of the proceeds from coupons payments, maturities and prepayments,
which is a sub-category of interest rate risk.

« Spread risk (including default risk): The spread (total yield less the risk free rate) of a bond
adjusts over time to reflect the spread required on similar new issues. This movement up or
down in spread therefore also contributes to overall market risk and AIUK calls this ‘spread
risk’. ATUK also includes within spread risk the risk that a security falls in value as a result of
being downgraded by a rating agency as this will also cause the spread to increase. The risk of
actual default on interest or redemption as a special case of spread risk is also included. This
defaultriskis actually a type of credit risk but itis appropriate to deal with ithere under market
risk because of the way it is modelled in the Internal Model as an extreme case of downgrade
risk.

3) Equity risk: ATUK defines Equity risk as the risk of adverse movements in the market price of
investments (or their derivatives) other than fixed income securities. Unlike Fixed Income
Securities the value of equities is not directly linked to interest rates and spreads, there are
many factors that affect the value of investments. The Company does not invest in equities so
this riskis not currently relevant to the Company.

4) Market risk mitigation risk: The risk of variation in the value or effectiveness of hedging
positions.

5) Assetconcentrationrisk: The aggregate value of AIUK's investment portfolio maybe at greater
riskifitis over exposed to the same asset or a group of similar assets with similar risk dynamics.
Concentrations which AIUK seek to manage include types of asset (e.g. mortgage backed
securities), economic sector of issuer and securities of the same issuer.

6) Valuation Risk: Some assets within AIUK’s investment portfolio can be “private assets” for
which there are no readily available market prices. Thereis arisk thatthe approaches usedto
value these “private assets” result in incorrect values. As at 31 December 2021 ATUK did not
have anyinvestments in “private assets”.
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Concentrationswhich ATUKseek to manage for this reason include types of asset (e.g. mortgage backed
securities), economic sector of issuer and securities of the same issuer.

Processes for addressing and monitoring risk

As with Insurance risk, Aspen monitors and manages exposure to market risk using the Internal Model
to measure the associated capital requirements on both an internal basis and the Solvency II SCR
regulatorybasis.

The UK Financial Risk Policy, Group Investment Risk Policy and Investment Guidelines describe:
« theinvestmentstrategyin the contextof the annual businessplan;
» assetallocation and concentrationlimits at Group and AIUK levels.
o the measurement of market risks,
» Portfolio duration andinterest rate risk in the investment portfolio.

The Investment Risk Policy specifically describes what is permissible with regards to the use of
derivatives in order to manage currency positions:

» Use of derivatives is limited to interest rate swaps, interest rate swaptions, forward rate
transactions, bond options, interest rate futures, foreign exchange spot and forward
transactionsand currency options and credit default swaps.

« AIUKhas no offbalance sheet exposures.

The Asset and Liability Management (“ALM”) Policy defines Aspen’s approach to duration and currency
matching. The RiskManagement, Treasury and Investments functions monitor the value, currency and
duration of cash and investmentsheld by ATUK to ensure thatitis able to meet the insurance and other
liabilities asthey become due. The following components of both cash matching and duration matching
are employed to manage the investment portfolio:

« the average duration ofliabilities;

+ the outlook for interestrates and the yield curve;
» the needfor cash to pay claims; and

» total return.

Material Risk Concentrations

As with Insurance Risks as well as modelling exposures and the capital required to address potential
market risks using the Internal Model, AIUK has also limited its exposure to material risk
concentrationsthrough the use of Key Risk Limits.

These material risk concentrations include foreign currency risk, interest rate risk, equity risk and
private asset classes (Short Term Secured loans, Commercial Mortgage Loans and Middle Market
Loans).

Key Risk limits regarding asset allocation, overall credit rating and volatility of AIUK’s investment
portfolio have been defined by management and approved by the AIUK Board. The AIUK Annual
Investment Plan is reviewed and approved by the ATUK Board.

In order that ATUK can manage its currency risks within the regulatory parameters required, a Key Risk
Limit approved by the ATUK Board limits the mismatch between assets and liabilities where there are
material positions in currencies otherthan the functional currency of AIUK (i.e. US Dollars).
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Risklimits are monitored and reported through the Key Risk Indicator dashboard in the UKCRO report
to the ATUK Risk Committee.

The effectiveness of risk mitigation techniques is assessed through continual monitoring of the
underlying risk profile and escalation of any deviations from plan.

C2.1.1 Prudent Person Principle

Aspen's Investment Risk Policy and Guidelines refers specifically to the prudent person principle and
describes how itensures thatit properly identifies, measures, monitors, manages and controls, as well
as appropriatelytakes into accountin the assessment of its overall solvency needs, the risks originating
from its investments. The Investment Risk Policy and Guidelines works in conjunction with the
Investment Policy, the latter providing a framework for a strategy consistent with the overall business
strategy and risk tolerances.

C2.2 Sensitivity analysis
Foreign currencyrisk sensitivity

As at31 December 2020, ifthe U.S. Dollar had weakened / strengthened by 10% with all other variables
held constant, profit for the year would have been $31.0m (2019: $1.8m) higher / lower, mainly as a
result of foreign exchange gains / losses on the translation of non U.S. Dollar denominated financial
assets andliabilities.

Interestraterisk sensitivity

The table below depicts interest rate change scenarios and the effect on profit or loss from AIUK's
interestrate sensitiveinvested assets:

Movement in basis points -100 -50 +50 +100
31 December 2021

Fixed income portfolio effect - gain/(loss) 82.3 41.2 (41.2) (82.3)
31 December 2020

Fixed income portfolio effect - gain/(loss) 60.8 30.4 (30.4) (60.8)

On a Solvency IT basis the impact of interest rates on the value of the investment portfolio will be offset,
to a material but not complete extent, by the impact on the valuation of the future liabilitieswithinthe
technical provisions, which are discounted on a Solvency Il basis.
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Spread risk sensitivity

The table below depicts spread change scenarios and the effect on profit or loss from AIUK’s spread

sensitive invested assets:

Corporatebond spreads -41 +50

31 December 2021

Fixed income portfolio effect - gain/(loss) 16.2 (19.8)
-41 +50

31 December 2020

Fixed income portfolio effect - gain/(loss) 12.4 (15.2)

Equityrisk sensitivity

ATUK does notinvestin equities so this risk is not currently relevant.
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C3 CreditRisk
C3.1 Credit Risk

Credit risk is defined as the risk of loss to AIUK if the counterparty to a financial instrument or
reinsurance agreement fails to meetits contractual obligations.

AIUK is exposed to credit risk through several avenues, one being through its investment holdings
(cash, equities and fixed income securities). AIUK treats credit risk relating to its fixed income security
investments as part of market risk. This is because as part of spread risk, AIUK includes therisk thata
securityfalls in value as a result of being downgraded by a rating agency as this will also cause the spread
to increase. AIUK includes therisk of actual default on interest payments or redemption proceeds as a
special case of spread risk. Whilst this default risk is actually a type of credit risk, it is convenient to
deal with it within marketrisk because of the way AITUK models it in the Internal Model as an extreme
case of downgraderisk.

ATUK is also exposed to credit risk through the diminution in the value of insurance receivables as a
result of counterparty default. This principally comprises default and concentration risks relating to
amounts receivable from intermediaries, policyholders and reinsurers. The credit risk in relation to
reinsurers covers both its reinsurers’ shares of insurance liabilities and amounts due from reinsurers in
respect of claims already paid. Reinsurance and retrocession does notisolate AIUK from its obligations
to policyholders. In the event that a reinsurer or retrocession fails to meet its obligation, AIUKs
obligationsremain.

Processes for addressing and monitoringrisk

As with insurance risk, AIUK models exposure to credit risks using the Internal Model to measure the
associated capital requirements on both an internal basis and the Solvency IT SCR regulatory basis.
Modelling of credit risk exposures is the key process for monitoring and managing credit risk.

In certain situations the Company requires reinsurers to place collateral to act as security against the
credit risk arising out of reinsurance arrangements. In particular collateral is used to protect the
Company against creditriskin relation to the ABL and ADCreinsurance arrangements.

The processes for addressing creditrisk in relation to financial Instruments has already been dealt with
as part of the explanation of the processes to address Market risk. The UK Financial Risk Policy and the
Group Credit Risk policy defines the processes for assessing, monitoringand managing credit exposure
to intermediaries, policyholders and reinsurance counterparties.

Material Risk Concentrations

ATUK limits its exposure to material risk concentrations through the use of Key Risk Limits and
Indicators. AIUK is potentially exposed to concentrations of credit risk in respect of amounts
recoverable from reinsurers, and insurance and reinsurance balances owed by the brokers with whom
it transacts business. ATUK manages thelevels of credit risk by placing limits on its exposure to a single
counterparty, or groups of counterparty. Such risks are subject to regular review. The creditworthiness
of reinsurers is considered on an annual basisby reviewing their financial strength prior to finalisation
of any contract. In addition, management assesses the creditworthiness of all reinsurers and
intermediaries by reviewing credit grades provided by rating agencies and other publicly available
financial information.
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The recent payment history of reinsurers is also used to update the reinsurance purchasing strategy.
ATUKhas risk limits for the amount of exposureto both third party andintragroup related reinsurers
and anybreaches of those limits are reported to the AIUK Risk Committee and Board.

The effectiveness of these risk mitigation techniques is assessed through continual monitoring of the
underlying risk profile.

C3.2 Sensitivity analysis

The assets bearing credit risk are summarised below, with analysis by credit rating issued by Standard
andPoor’s:

Year ended 31 December 2021 2020
$m $m
Reinsurers’ share of claims outstanding 2,697.2 2,803.9
Debtors arising out of direct insurance operations 70.6 55.5
Debtors arising out of direct reinsurance operations 503.9 680.0
Cash atbankandin hand 115.3 109.3
Deposits with ceding undertakings 36.0 35.2
Loans and ref:ei\'/ables 15.7 54 5
Other financial investments
Fixed income investments 2,232.3 1,917.9
Shortterm investments 176.0 482.1
Derivative financial assets 4.7 13.4
Total assets bearing creditrisk 5,851.7 6,151.8
Year ended 31 December 2021 2020
$’m $’m
AAA 287.4 214.8
AA 1,212.6 1,204.4
A 678.1 511.0
BBB 59.1 67.7
Below BBB or non-rated -
Other assets 3,614.6 4,153.9
Total assets bearing creditrisk 5,851.7 6,151.8

To date, AIUK has not experienced any materiallossesrelated to such creditrisk.

Collateral

The amount and type of collateral required depends on an assessment of the credit risk of the
counterparty. Guidelines are implemented regarding the acceptability of types of collateral and the
valuation parameters. Creditrisk is also mitigated by entering into collateral agreements. Management
monitors the market value of the collateral, requests additional collateral when needed, and performs
an impairment valuation when applicable. At 31 December 2021, the fair value of such collateral held
was $374.0m (2020: $385.0m). All collateral held is against reinsurers’ share of claims outstanding.
No collateral received from the counterparty has been sold or repledged (2020: $nil).
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C4 Liquidity risk
C4.1 Liquidity Risk

Liquidity risk is defined as the risk of failing to maintain sufficient liquid financial resources to meet
liabilities as theyfall due or to provide collateral as required for commercial or regulatory purposes.

Liquidity risk includes the following:

1. Paymentdefault risk: Therisk thatthere is insufficient cash to make payments when due and
thatno additional cash can be made available by borrowing, sale of assets or capital raising.

2. Risk of unplanned asset realisation losses: The risk that securities are required to be sold at a
loss to meet liquidity requirements.

3. Riskoffailure of credit facility: Therisk thatadvances from the credit facility are unavailable.

4. Group liquidity risk: The risk that liquidity cannot be secured for a Group company from
elsewhere in the Group.

5. Collateral risk: The risk that AIUK is unable to provide collateral to a third party when
contractually required to do so.

Processes for addressing and monitoringrisk

Unlike insurance, market and credit risk, AIUK does not model and manage liquidity risk using its
Internal Model as itis nota risk thatis mitigated by holding capitalagainstit.

AIUK's annual Stress & Scenario Testing (“SST”) process is used to determine the basis of the Key
Liquidityrisk limit. The UK Financial Riskpolicy and the Group Liquidity Risk policy provides further
details of how Liquidityrisks are identified, monitored, managed and modelled. Thisincludes details of
an escalation process for a breach of the minimum free funds limit.

Material Risk Concentrations

ATUK limits its exposure to material riskconcentrations through the operation of the UK Financial Risk
Policy and the Group Liquidity Risk Policy. This highlights the measures that Aspenhasputin placein
order to maintain an agreed amount of unencumbered assets in cash and cash equivalents. These
measures include concentration limits to ensure the diversification and liquidity of assets,
appropriateness of the marketability or ability to realise assets and a liquidity contingency funding plan.

Liquidity stress testing is carried out against ATUK's and the Group's risk profiles at least annually by
the Risk Management departmentas part of the SST programme. This allows management to identify
the potential strains on AIUK's liquidity as a result of the scenarios assessed as well as gaining
understanding of the Group's ability to support the liquidity needs of entities such as ATUK as the need
arises. Cash-flow forecasting is also used to reduce liquidity risk.

The effectiveness of these risk mitigation techniques is assessed through continual monitoring of the
underlying risk profile.
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C4.2 Duration analysis

The table below analyses AIUK's monetary liabilities into their relevant maturity groups based on the
period remaining atthe year endto their contractual maturities or expected settlement dates:

$m

2021 Up to 1 year 1-3years 3-5 years Over 5 years Total
Outstanding claimsliabilities 1,023.6 1,119.8 630.1 1,006.8 3,780.3
Provision for unearned premium 167.6 90.6 43.9 375.7 677.8
Amounts due to group

undertakings 331.1 331.1
Other creditors 382.7 382.7
Accruals and deferred income 36.2 36.2
Total 1,041.2 1,210.4 674.0 1,382.5 5,208.1
$m

2020 Up to 1 year 1-3years 3-5years Over 5 years Total
Outstanding claimsliabilities 985.3 1136.5 585.9 1135.8 3843.5
Provision for unearned premium 500.9 138.0 55.8 49.5 744.2
Amounts due to grou

undertakings i 626.7 0.0 0.0 0.0 626.7
Other creditors 357.5 0.0 0.0 0.0 357.5
Accruals and deferred income 37.9 0.0 0.0 0.0 37.9
Total 2508.3 1274.5 641.7 1185.3 5609.8

C4.3 Expected Profit Included in Future Premium (“EPIFP”)

As reported on R0790 of template S.23.01 asshown in Appendix 1, the total of Expected Profit In Future
Premiums (EPIFP) as at 31 December 2021 amounted to $55.3m (2019: $53.3m). The amounts are
presented on a gross basis.

C5 Operational risk

C5.1 Operational Risk

Operational risk is defined as the risk of loss resulting from inadequate or failed internal processes,
personnel or systems, or from external events.

Processes for addressing and monitoringrisk

The UK and Group Operational Risk Policies articulate the management of operational risk
encompassing the processesforidentification, assessment, mitigation and communication.

The Risk Universe categorises operational risk as a ‘non-core’ risk, and as such AIUK’s appetite for
operational risk is severely limited. Where considered material, AIUK seeks to minimise it through
control oravoidance where possible.
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Operational Riskis managed via a collaborative approach between the firstand second lines of defence
which combines:

» Identification, assessment of Operational Risks and definition of the mitigating controls by the
1st Line of Defence (LOD) Riskowners.

» Adviceandindependent challenge of the identification and assessment of the operational risks
and the appropriateness of the controls defined to mitigate those risks by 2nd LOD the Risk
Management team;

» discussion and approval of documented operational risk assessment and controls within the
Operational Risk Register with executive risk owners and annual ratification of the
appropriateness and completeness of the overall ATUK Operational Risk Register (including the
risk assessments) with the AIUK Risk Committee and AIUK Board;

» regular review of the operational risk assessments and the appropriateness and completeness
of controls with executive risk owners and assessment (via attestations and testing) of the
design and operation of controls with the dayto day control owners in the business; and

» process foridentifying emerging operational risk

Key control gaps and control failures are reported through the quarterly UK CRO report.

We consider conductrisk as part of operational risk and have specific processes to address it including
a conductrisk forum and a specific quarterly conductrisk report to the ATUK Risk Committee.

The effectiveness of these risk mitigation techniques is assessed through continual monitoring of the
underlying risk profile.

C6 Other material risks

C6.1 Group Risk

The risk that events or circumstances affecting one or more other companies in the Aspen Group
threaten the solvency, liquidity or reputation of the Company. The Aspen Group has a number of
regulated entities within its holding company structure. As such it is exposed to risks arising from
events primarily affecting other Group companies and to the risk of adverse circumstances existingin
respect of one or more of those companies.

The main Group risks to the entities arise from the followingrelationships:

¢ ABL is a major reinsurer of both AIUK and other Group companies and AIUK is a major
reinsurer of ABL. Both companies are therefore exposed to adverse underwriting results of the
companies in the group they reinsure.

e ABL’s, AIUK’s, AAIC’s and ASIC’s financial strength ratings with certain rating agencies,
depend on those agencies overall assessment of the Aspen Group

e TheAspen Group is subject to group regulation by the BMA and EEA sub-group regulation by
the PRA whose conclusions could impactits entities regulatory status or reputation

e All Aspen entitieshave a dependence on ATHL for the provision of capital and may also be called
upon to paydividends to ATHL, subject to regulatory requirements

e All entities may participate in inter-company lending between itself and other group
companies.
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C6.2 Emerging Risk

Other material risks are identified via the emerging risk process. Emerging risk is defined as the risk
that events or issues not previously identified or fully understood impacts the operations or financial
results of ATUK.

Processes for addressing and monitoringrisk

This is defined in the UK Strategic and Emerging Risk Policy. Emerging Risks are evaluated through
the Group Emerging Risk Forum (“ERF”). Any key issues or actions arising from the emerging risk
process are reported by exception in the quarterly CRO report. In addition to this escalation of relevant
matters, the CRO produces a more detailed annual report on the activities of the Emerging Risk Forum.
The Emerging Risk Forum has collated, reviewed and considered all items proposed as emerging risks
during the year. These are captured through the emerging risk portal (available on the intranet for all
employees to utilize to submit any emerging risk they consider worth discussing), discussions with the
business through the annual Risk and Control Self-Assessment process, Risk Committee discussions
and ongoing riskmanagement business update meetings.

A continuing review of emerging risks against operational risk events, occurred losses and near miss
events provides a useful feedback loop to ensure that any emerging risk which starts to crystalise is
managed accordingly.

C6.2.1 Climate Change and Environmental and Social Governance
(ESG) Risk

Global climate change may have a material adverse effect on our operating results and financial
condition if we do not adequately assess and price for any increased frequency and severity of
catastrophes resulting from these environmental factors. It could also give rise to new environmental
liability claims in the energy, manufacturing and other industries we serve. Our investment portfolio
and our credit and political risk underwriting exposures may be materially adversely affected by global
climate change regulation.

Given the scientific uncertainty of predicting the effect of climate cycles and climate change on the
frequency and severity of catastrophes and thelack of adequate predictive tools, we maynotbe ableto
adequately model the associated exposures and potential losses in connection with such catastrophes
which could have a material adverse effect on our business, financial condition or operating results.

Understanding and integration of sustainability risk factors is increasingly important to the long term
viability of our business.

Sustainability risks are ethical concerns related to potential environmental and socio-economic impacts
of our business transactions, and the potential reputational risks that may arise as a result. Theserisks
are collectively referred to as ESG risks.

Thelead industryregulators inthe UK, EU and US are expected to drive the ESG agenda through related
legislation, largely focused on ESG-related disclosure requirements. However, many in the Insurance
industry are taking this a step further, and embedding ESG guiding principles into all aspects of their
business.
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Thebelow section details our approach and framework with respect to Climate Change and ESGrelated
risks:

Governance

Aspen takes our responsibility to comply with all applicable regulations of the jurisdictions withinwhich
we operate seriously. Good governance is the bedrock of our commitmentto offer value to our clients,
employees and the communities around us. We have strict operating structures in place to deliver on
this.

For AIUK, the UK CRO has been allocated as the Senior Management Function (SMF) for the
management of risks associated with Climate Change. The UK CRO reports into the UK Boards and UK
Risk Committees who have responsibility and oversight of these risks and where regular quarterly CRO
reports highlight risks associated with Climate Change. In 2020, we established a multi-functional
Climate Change Working Group (CCWG) which began to address the risks from Climate Change to
Aspen and met several times throughout 2021. This CCWG reports into the UK Business Risk
Committee (BRC) which was established in 2021 and is made up of key senior management of the Aspen
UK entities. Reserving matters that mayinclude aspects of Climate Change risks are governed through
the UK Reserving Sub-Committees and thereis a dedicated focus on underwriting risks through the UK
Pricing and Reserving Forum and UK Underwriting Committee.

A Group Marketing Communications and Sustainability (MCS) Committee has also been established,
to oversee and help coordinate areas involved in Sustainability at Aspen. MCS focuses specifically on
the development of Aspen’s ESG and sustainability strategy, ensuring alignment and integration with
business and cultural priorities and monitoring progress against the implementation of the ESG and
sustainability strategy. The Group sustainability and overall ESG strategy is approved by the Aspen
Group Board, which comprises of and helps drive our underwriting and investment strategies.

Strategy

Aspen is committed to a cleaner, greener future for our planet and we have already taken some big
strides including introducing a carbon offsetting program which moves the Aspen Group towards
carbon neutrality.

Aspen has been working to create a framework that helps us be consistent and fair when it comes to
assessingthe ESG criteria of risks we may insure. Through this process, we are constantly refining and
improving our understanding of sustainability risk, with all new observations taken to the Group
Underwriting Committee for stringent discussion on best practice. Furthermore, we are now working
on a comprehensive proposal to evolve our office locationsto include our sustainability principles.

As well as funding projects we consider beneficial forthe environment, Aspen has actively reduced its
exposureto Arcticoil and gas, shale energy and oil sands with Group exposure below our benchmark,
while our investment in heavy carbon emitters is minimal and under continual scrutiny. Aspen views
sustainability as an iterative process which will be continuously worked on.

Carbon Footprint

While recent years have proved challenging in many respects, the world’s carbon emissions have
decreased with travel bans and lockdowns enforced in countries around the globe. Government
guidance to work from home where possible meant Aspen staff sawtheir personal carbon footprint drop
in line with the overall fall in corporate travel and commuting.
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Along with Aspen’s commitment as an organisation to offset any emissions produced across facilities,
travel and other contributing factors, this enabled the Aspen Group to offset double the emissions
produced by the company, inclusive of a work from home estimate.

Physical Risk

As a Property & Casualty Re/Insurer, climate related risks are of particular relevance to ATUK. Climate
considerationsarebuiltinto our underwriting and risk frameworks.

The physical risks from climate change manifest themselves in changes to both the frequency and
severity of specific weather events (e.g. heatwaves, floods, wildfires and hurricanes). The impact of this
on both ATIUK and the insurance industry is that losses may become greater than historically
experienced, which meansthatthereis a risk that we are not adequately reflecting the riskin our pricing
for related exposures. It mayalsoleadtotheunderstatement of our measurements of exposure against
our risk appetite and limits.

ATUK is most directly exposed to Climate Change physical risks through Property and Specialty
underwriting. Physical risk over the shorter-term is mitigated to an acceptablelevel by the short-term
nature of relevant policies, allowing for continuous reviews and monitoring of exposure levels and also
through the reinsurance we purchase to protect the impacts of extreme events to our Balance Sheet.
Natural-catastrophe perils are monitored on a quarterly basis through the AIUK Risk Committee and
relevant sub-committees. Limits are in place for these exposures and an established governance and
reporting systems in place.

Longer-term impacts from Climate Change are more uncertain. As the most significant atmospheric
peril for the Aspen group, North Atlantic/US Hurricane has been the priority of our Climate Change
focus. Models available to us covering this peril include scenarios with different pathways to a low-
carbon economy over shorter and longer time periods. Moving forwards, additional territories will be
considered where the climate signalis strong and significant exposures are identified.

In addition to the above, ATUK’s internal Stress and Scenario Testing exercise (SST) is conducted on an
annual basis for several extreme natural catastrophe scenarios. Where appropriate, the internal SST’s
are informed by regulatory requirements, such as the PRA’s GIST exercise. The annual exercise means
that we update both our exposure and return period assessments for our most material physical risks
annually. Scenario analysis focussed on the longer term physical risks associated with climate change
is underway.

Aspen considers that our own operations may be exposed to the physical risks of climate change.
However, ourlocations are not deemed to be in exposed areas and both business continuity and disaster
recovery plans are reviewed and refreshed regularly which addresses the potential threat of severe
weather events impacting our offices or our people.

Transition Risk

Transition risks arise from the process of adjustment towards a low-carbon economy. Regulatory
changes, changing public attitudes and changesin the market (e.g. new technologies) have the potential
to impactthe assets and profitability of companies in which we invest orinsure.

Our investment portfolio is subject to both ESG factors and transition risksrelating to climate change.
We assess direct exposure within our investment portfolio to companies with coal, gas or oil reserves.
The causes of losses in value would be if the attitude to fossil fuels or regulation means that it is no
longer economic to extractand use those reserves.
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ATUK’s investment portfolio, which is concentrated in highly rated investment grade entities, has no
exposure to high yield energy companies. Aspen is confident that it is well positioned to withstand
transition risk due to this and where we maintain a short duration portfolio. However, we continue to
actively monitor our portfolio against existingrisk appetites, limits, and the investment strategy.

Transition risks are also material for Credit insurance policies where the financial strength of the
ultimate obligors would be adversely affected by the transition towards a low-carbon economy. The risk
of a defaultand a claim on our policies could be impacted. Potential examples of this include credit risk
exposures in relation to loans to energy companies. In many instances the increased default risk could
be compounded by multi-year policy tenors and a diminished potential for recoveries following a
default, as the value of the obligors’ assets and/or collateral provided by obligors (e.g. revenue from oil
sales being lodged in offshore collection accounts pledged to lenders) are alsosubject to Transition Risk.
Each quarter we assess Creditrisk modelled losses againsta limitbased on a specificin-house model.
Every six months more detailed managementinformation on exposures is produced and circulated to
key management stakeholders. This includes information on country exposures (for both insurance
andreinsurance) as well as obligor and industry sector exposures (for insurance, including the average
tenor of those exposures).

Liability Risk

Climate changerelated liability risk arises from parties who through their actions are deemed to have
caused, or contributed to, losses from physical ortransition risks. Given the uncertainties inherentin
the emergence of the physical consequences of climate change, and in the transition to a low-carbon
climate-resilient economy, predicting and quantifying the potential impact of climate related liability
risk is particularly challenging.

This risk has been monitored as part of Aspen’s Emerging Risk process, with a focus on identifying
relevantlitigation cases and their outcomes. To date, this riskhas not been considered material to AIUK
given the lack of successful cases, howeveritis acknowledged thatlitigationis increasing and changes
to regulations and laws could result in losses in the future across these lines of business. We are
continuing to monitor the environment and work with the business to assess and manage thisrisk as it
develops.

Risk Management

AIUK’s Risk Management Framework sets out how we identify measure, monitor, manage and report
risks relevant to our business, which include climate related risks. Following the identification of
climate risk to our business, we have brought in further measures within our Risk Management
Framework to increase our knowledge and monitoring of these key risks.

Our starting pointhas been identifying which Climate and ESG risks we may be exposed to base on our
business activities, determining the most relevant risk factors, and then defining appropriate strategies
to managethesekeyrisks.

As discussed under Physical Risk, Aspen utilises vendor catastrophe models to measure the estimation
of aggregate exposures based on the current underwriting portfolio. Catastrophe models are regularly
reviewed and updated to reflect the latest scientific information. Modelled Natural -catastrophe risk,
including hurricanes, wildfires and floods are managed to within limits stated in our risk appetites and
monitored and reported on quarterly to the AIUK Risk Committee.
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Scenario analysis represents a further development of our approach to climate risk management,
allowing us to enhance our understanding of the impact of financial risks from climate change and
explore the resilience of the business model to a range of outcomes. The results of this exercise will
inform any future managementactionsrelated to climate change, induding underwriting strategy and
assetallocation forexample.

In addition to the climate risk factors described above, Aspen’s ESG risk management activities also
focus on the potential reputational risk aspects of engaging in business that may be associated with
contributing to climate change, environmental damage, humanrights, or societalinjustice. Beyond the
ESG-risk factors in our insurance and investment activities, other items that are top of Aspen’s risk
management agenda include employee well-being, diversity, equity and Inclusion, health and safety,
and engagement, as well asdata security and privacy — all key ESG social risk factors. To address these
risks, Aspen is proactively undertaking a wide-ranging review of our underwriting and investment
portfolios, business operations, and employment practices, with a view to setting strategies and policies
around environmentally and socially responsible business practices thatalign with our principles and
values.

C6.3 Regulatory Risk

The risk of non-compliance with regulatory requirements, including ensuring AIUK understands and
complies with changes to those requirements, is managed as an operational risk. There is a residual
risk thatchanges inregulation impact ATUK's ability to operate profitably in some jurisdictions or some
lines of business.

C6.4 Taxation Risk

The risk that ATUK does not understand, plan for and manage AIUK’s tax obligations is addressed as
an operational risk. Thereis a residual risk that changes in taxation impacts AIUK's ability to operate
profitablyin somejurisdictions or somelines of business.

C7  Any other information

C7.1 Stress and Scenario Testing

Each year a Group wide SST and Reverse Stress Testing (“RST”) exercise is conducted to assess the
impact of stressed scenarios on the Group and each legal entity, including ATUK.

Aspen undertakes both stochasticand deterministic stress testing. Varying time horizons and severities
areused in the scenarios which, inaggregate, cover all classes of risk, including underwriting, reserving,
market, credit, liquidity, operational, Group and reputational risks.

The Risk Management team, in conjunction with relevant business stakeholders reviews and revises the
scenarios to be tested each year. The AIUK CRO represents AIUK to ensure that the scenarios are
defined considering stresses relevant to ATUK. Proposed Scenarios are presented for review by the ATUK
Risk Committee before being finalised.

Theseinclude:
» natural catastrophes;

e terrorism events;
« man-madedisasters;
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e economicevents;
« reserving scenarios; and
« pandemic

The most recent update of the identified SST scenarios shows no breaches of the regulatory capital
requirement.
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D Valuation for solvency purposes

The section that follows sets out information on valuation for solvency purposes. In accordance with
Articles 75 and 76 of the Solvency II Directive 2009/138 /EC, assets, liabilities and Technical Provisions
havebeen valued on the followingbasis:

+ Assets have been valued at the amount for which they could be exchanged between
knowledgeable willing parties in anarm’s length transaction;

« Liabilities have been valued at the amount for which they could be transferred, or settled,
between knowledgeable willing parties in anarm’s length transaction;

« Technical Provisionshave been estimated as the sum of a best estimate and a Risk Margin. The
best estimate corresponds to the probability-weighted average of future cashflows, taking
account of the time value of money (expected present value of future cashflows), using the
relevantrisk-freeinterestrate term structure; and

» Thecash flow projectionused in the calculation of the best estimate take account of all the cash
inflows and outflows required to settle the insurance and reinsurance obligations over the
lifetime thereof.

The following table shows a summary of the impact of the valuation adjustments of moving from UK
GAAP to Solvency Il valuation basis.
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Some adjustments have no impacton net assets/own funds, such as the transfer of UK GAAP debtors
and creditors to the Solvency IT balance sheet, and therefore are not shown in the table below.

Own Funds - USD ($’'m) Balance Sheet as at
31 December 2021
Closingbalance- UK GAAP 963.6

Technical Provision adjustments:
Profit in Written but not Incepted

(WBNI) & Unearned Premium Reserve 193.7
(UPR)

Legally obliged externalreinsurance

expenditure (80.3
Changein reserving basis (removal of 2.4

management margin)

Events notin data (ENID) (41.9

Discounting 52.2

Counterparty default (8.3

Expense provision (29.9

Risk margin (159.4
Property, plantand equipment (0.4
revaluation

Subtotal (71.9)
Other Solvency IT adjustments:

Removal of DAC (1171
Deferred Tax 4.3

Revaluation of Intercompanyloan (2.1

Subtotal (114.9)
Ancillary Own Funds 100.0
Closingbalance - Solvency I1 876.8

ATUK deducts non material Ring Fenced Funds in the calculation of available Own Funds. The Ring
Fenced Funds restriction is based on the local capital requirements of the Company’s branches,
multiplied by theinternal target ratio in each branch.

$m
Closingbalance - Solvency IT 876.8
Ring Fenced Funds (76.1)
Own Funds 800.7
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These adjustments are combined into three sections for the purpose of the SFCR and are summarised
in the table below:

$m UK GAAP|Differences Other Solvency I1

value| relatingto| differences value
Technical

Assets otherthan Brawicions

Technical Provisions 3,654.4 (529.9 (84.3 3,040.2

[Section D1.1]

Liabilities other than

Technical Provisions (932.2 681.9 (30.9 (281.2

[Section D3.1]

Technical Provisions (1,758.5 (223.7 _ (1,082.2

[Section D2.1] ’ ’

Ancillary Own Funds — — 100.0 100.0

Ring Fenced Funds — - (76.1) (76.1)

Net Assets/Own 963.7 (71.7) (91.3) 800.7

Funds

The adjustments between UK GAAP and Solvency Il relate to the following:

Differences relatingto technical provisions

« Assets of $529.9m (consisting of insurance and reinsurance receivables) are transferred to
SolvencyII technical provisions

» Liabilities of $681.9m (primarily relating to funds withheld) are transferred to Solvency II
technical provisions

« Technical provisions overall are $71.7m higher compared to UK GAAP when prepared under
SolvencyII requirements (see table on page 70 for a summary of the differences).

Other differences

» Otherassets are reduced by $84.3mdue to:
» Deferred acquisition costs of $117.1m not recognised under Solvency IT; offset by
» Deferred tax assetbeing $4.3mhigher under SolvencyII due to timing differences,

» Existinglease agreements amountingto $36.6m being valued on the balance sheet for
SolvencyIl, and
» $1.1mrevaluation ofloans to fair value for Solvency II.

» Otherliabilities are increased by $30.9m due to the recognition of existing lease agreements on
the balance sheet for SolvencyI1.

« The PRA approved the application for $100.0m of Ancillary Own Funds on 28 January 2019,
which wereissued by National Australia Bankin the form of a Letter of Credit on 11 February

2019.

Further details of these adjustments are provided below.
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D1 Assets

D1.1 Valuation of Assets

Class of Assets UK GAAP| Differences Other| Reclass-| Solvency II

value| relatingto valuation| ifications value

Technical| differences
Provisions
$°’m $’m $’m $’m $’m

Deferred acquisition costs [1.1a] 117.1 (117.1 -
Property, plant and equipment
held for own use [1.1b] 0.5 305 31.0
Investments and cash and cash
equivalents [1.1c] 2,527.8 9.7 2,537.5
Other Loans and Mortgages
[1.1d] 43.0 (2.1) 40.9
Deposits to cedants [1.1e] 36.0 36.0
Insurance and intermediaries
receivable [1.1f] 100.9 (71.2) 297
Reinsurance receivables [1.1f] 650.5 (458.7) 191.8
Receivables (trade not insurance)
[1.1g] 158.4 158.4
Deferred tax asset [1.1h] 9.2 4.3 13.5
Any other assets, not elsewhere
shown [1.1i] 11.0 (9-6) 1.4
TOTAL ASSETS 3,654.4 (529.9) (84.4) 0.1 3,040.2

The UK GAAP figures are shown above using the Solvency II balance sheet presentation in QRT
S.02.01.02. Thesefigures do not tie directly to the AIUK statutory accounts at a financial line item level.
Thereason for this is the different presentation methods required for statutory accounts and Solvency
IT reporting. Mostnotably, a portion of the reinsurers’ share of technical provisions in the Solvency I
balance sheet is shown within assets in the UK GAAP balance sheet but in technical provisions for
Solvency II Additionally, amounts due from group undertakings are shown as a separate line item in
the UK GAAP balance sheet, whereas for Solvency II they are shown across different receivable and

payable lines to correspond

to the nature of the balances. The effect of these differences is that total

assets as disclosed in the statutory accounts are $6171.7m in the financial statements, compared to
$3,654.4min thetable above. However, the Company’s UK GAAP net assets are presented as $963.6m

in both returns.

Reinsurance Technical Provisionsareincludedin section D2.1.

Di1.2Narrative explanation of Assets (other than Technical Provisions)

Class of assets Details

Deferred DAC are not permissible under Solvency II, therefore the deferred
acquisition costs | acquisition costs and deferred ceding commissions balances have been
(“DAC”) [1.1al removed from the balancesheet.

Property, plantand| Under IFRS 16 Leases, AIUK has valued its existinglease agreements and
equipment (“PPE”) | capitalised those on its balance sheet. UK GAAP does not currently
hel(ll‘for ownuse incorporate IFRS 16.

[+ 1h1
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Investments and
cash and cash
equivalents [1.1c]

Financialinstruments are measured at fair value for Solvency II purposes.
The UK GAAP fair value measurement principles of AIUK’s shares and
othervariable—yield securities and units in unit trusts are consistent with
this Solvency Il valuation policy.

Cost and amortised cost as valuation methods are explicitly not allowed
under Solvency II. For deposits with credit institutions and investments
in collective investment undertakings, whilst ATUK’s UK GAAP policy
states that these are valued at amortised cost, this valuation policy is
deemed to be equivalent to Solvency II fair value methodology because
this basis of valuation is viewed by AIUK’s directors as having regard to
thelikelyrealisable values, and also due to the short term and highly liquid
nature of these investments.

All other financial assets falling into this category are valued based on the
valuation hierarchy as defined under Solvency II:

1. quoted market prices in active markets for the same assets or
liabilities;

2. where the use of quoted market prices in active markets for the
same assets or liabilities is not possible, quoted market prices in
active markets for similar assets and liabilities with adjustments
to reflect differences (where required).

Forassets fallinginto (2) above, no adjustments to reflect differences have
been recognised. This is due to the fact that these assets are held on an
exchange for whichthereis a liquid secondary market.

Other Loans and
Mortgages [1.1d]

Because the otherloans and mortgages are nottraded in an active market,
a discounted cash flow analysis valuation technique is used to
approximate fair value under Solvency I1. The future interest payment and
bond redemption cash flows are discounted using interest rates based on
US Government bonds, with maturities which reflect the timing of bond
redemptions. The valuation difference between Solvency IT and UK GAAP
arises because other loans and mortgages are mainly measured at
amortised cost using the effective interest method under UK GAAP.

Deposits to cedants
[1.1€]

Deposits with ceding undertakings is valued at the net realisable cash
value within the financial statements and therefore represents the fair
value under a SolvencvII basis.

Insurance and
intermediaries
receivables,
Reinsurance
receivables [1.1f]

The full balance of the insurance and intermediaries receivables and
reinsurance receivables is reflected under UK GAAP (at carrying value).
Under SolvencyI1, $529.9m of the receivables (amounts that are not-yet-
due at the balance sheet date) are transferred to Solvency IT Technical
Provisions and form part of the valuation of Technical Provisions in
section D 2 below. The remaining debtor balances totalling $259.2m of
Insurance and Reinsurance receivables represent the netrealisable value
(undiscounted amortised costless any adjustment for expected default) of
these debtors, which are considered to be due. This is the alternative
valuation method permitted under Solvency II. Given the short-term
maturity of these assets, this is considered to be a close approximation to
fairvalue.
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Receivables (trade, | Receivables (trade, notinsurance) are measured at fair value for Solvency
not insurance) IT purposes. AIUK values other assets at undiscounted amortized cost less
[1.1g] any adjustment for expected default. Given the short term maturity of
these assets, this is considered to be a close approximationto fair value.

Deferred tax asset | Deferred tax is calculated on the differences between the value of assets
[1.1h] and liabilities on a Solvency II basis and the value of those same assets
andliabilities on the tax basis balance sheet. The valuation of deferred tax
assets andliabilities is based on the principles prescribed by section 29 of
FRS102, whereby a deferred tax asset orliability are recognised on timing
differences reversing in future periods. The subsequent deferred tax asset
orliabilityis included on the Solvency I balance sheet on an undiscounted
basis.

AIUK approximates a Solvency II deferred tax adjustment on the
increase/ decreasein shareholders’ funds from UK GAAP to Solvency II.

In accordance with section 29 of FRS102, AIUK nets deferred tax assets
andliabilities from balances from the same tax regime which are expected
to reverse in the same period.

The Management plan indicates that there are sufficient profits over the

Other assets [1.1i] Other assets are measured at fair value for Soivency II purpéseé. ATUK
values other assets at undiscounted amortized cost less any adjustment
for expected default. Given the shortterm maturity of these assets, this is
considered to be a close approximationto fair value

Niharaconte Ao nat ranracant a cianificanthalanon far ATIT

D1.2.1 Intangible Assets
ATUK does nothold anyintangible assets.
Di1.2.2 Active and inactive markets and valuation methods

An active market is one in which transactions for the asset or liability take place with sufficient
frequency and volume to provide pricing information on an ongoing basis. AIUK's assets have been
analysed to determine whether the markets they are traded in are consistent with this definition.

Investments otherthan cash

ATUKholds bonds and does notinvestin hedge funds, private equity or other investments that requires
potentially subjective valuation. Fair values are based on quoted market prices and other data provided
by third-party pricing services and index providers. There are no significant estimates used in valuing
these due to the nature of corporate and government bonds held which are listed on an exchange for
which thereis a liquid secondary market.

Cash and cash equivalents

The valuation of cash does not rely on market valuation as they are cash deposits. Cash equivalents are
traded with sufficient frequency and volume that AIUK considers there is an active market for these
assets. Thereislittlejudgementinvolved in the valuation of these items.
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Other Loans and Mortgages

Otherloans and mortgages are nottraded in an active market, a discounted cash flow analysis valuation
techniqueis used to approximate fair value. The future interest payment and bonds redemption cash
flows are discounted using interest rates based on US Government bonds, with maturities which reflect
the timing of bond redemptions.

Otherassets

By their nature, most other assets are unique or specific to AIUK. Although contracts could be
negotiated for the sale of receivables (debt factoring), these transactions are not frequent and, in
addition, the price of one transaction would not provide sufficient evidence of the fair value of another.
Forother assets, AIUK has concluded thatthereis no active market, and as a result the amortised cost
basis under UK GAAP is used as a reasonable approximation of the realisable amount.

ATUK monitors the receivables balance to determine whether using the amortised cost basis under UK
GAAP would no longer be a reasonable approximation of fair value, using discounted cash flow
valuation techniques.

The $9.6mreclassification of other assets to investments and cash and cash equivalents relates to
accruedinterest. Theremaining balance within of $1,4mis prepayments and intercompany balances
in relation to group tax relief.

D1.2.3 Material deferred tax assets

Thefollowingtable shows the breakdown of the Solvency I deferred tax assetat31 December 2021:

UK GAAP Solvency II TOTAL
adjustment
$’m $m $’m
Temporary differences related to overseas branches (2.6) — (2.6)
Temporary differences related to FRS 102 transitional
: (0.3) — (0-3)
adjustments
Losses carried forward 12.1 - 12.1
Temporary differences related to Solvency II adjustments — 4.3 4.3
TOTAL 9.2 4.3 13.5
Deductibletemporary |Explanation andexpiry
Temporary differences This comprises a USbranch deferred tax assetand Australian branch
related to overseas deferred tax asset. The Australian deferred tax asset can be carried

branches forward indefinitely.

Thereis norestriction in respect of the UPR although ifitwere to
contributeto aloss, which couldn’t then be utilised within 20 years, the

assetexpires.
Temporary differences This is a liability arising from the requirement to spread revaluation of
related to FRS102 unearned premium reserve and deferred acquisition costs balances over
transitionaladjustments |10 years (starting from 2015).
Losses carried forward This relates to UK tax losses, which have no expiry date.
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Temporary differences This amountrelates to the approximated taxable/deductible temporary

related to SolvencyIT differences between the Solvency I balance sheetand the UK GAAP

adjustments balance sheet. To the extent these temporary differences relate to US
taxation, a deferred tax asset could give riseto US NOLs. Thesehavean
expiry period of 20 years.

D1.2.4 Related Undertakings
AIUKhas norelated undertakingsas defined under Solvency Il at 31 December 2021.
D1.2.5 Changes to valuation of assets in the period

There have been no changes to ATUK’s methodology for valuing other assets in the twelve months ended
31 December 2021.

D1.2.6 Major sources of estimation uncertainty

Insurance contracts

The main source of estimation uncertainty for ATUK concerns the valuation of Technical Provisions,
which arediscussed in section D2 below. Estimates have to be made for expected future claims. Itcan
take a significant amount of time before the claims cost can be established with certainty. For some
contracts premium is initially written based on estimates of ultimate premiums. Estimates might be
derived from underwriter experience, historical data and broker estimation. These estimates are
judgemental and could resultin misstatements if they differ materially to expectations.

Taxation

ATIUK establishes provisionsbased on reasonable estimates for possible consequences of audits by the
tax authorities of the countries in which it operates. The amount of such provisionsis based on various
factors, such as experience with previous tax audits and differing interpretations of tax regulations by
the tax authority. Management estimation is required to determine the amount of deferred taxes that
can be recognised, based upon likely timing and level of future taxable profits together with an
assessment of the effect of future tax planningstrategies.

D2 Technical Provisions ("TP')

D2.1Valuation of Gross Technical Provisions

In accordance with Article 77 of the Solvency II Directive the value of AIUK’s Technical Provisions
consists of the best estimate of all future cash flows required to settle its insurance and reinsurance
obligations, discounted at the risk-free rate of interest, with the addition of a Risk Margin.

The calculation of Solvency IT Technical Provisions requires a number of adjustments to the UK GAAP
reserve calculations. A summary of the adjustments on Technical Provisions between UK GAAP and
Solvency1I are set out below. These are splitbetween:

o Gross Technical Provisions;
o Reinsurers share of Technical Provisions; and
¢ Net Technical Provisions.
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There have been no material changes in assumptions for the calculation of the Technical Provisions
from the previous period.
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Gross Technical Provisions $ m

Future
Sol II| R 1 of| E

. . UK GAAP| 2 v.ency . emova o Premium ENID xp.er.lse RI Default Discount|Risk Margin| Solvency II

Line of Business Claims adj UPR Provision
TP Cash flow [2.1d] [2.1f] [2.1g] [2.1h] TP
[2.1a] [2.1b] [2.1€]
[2.1¢]

Credit and tyshi
. redit and suretyship (184.9) _ 73.5 20.7 4.3) (2.0) — 5.4 (11.6) (103.2)
insurance
Fire and other damage (840.0) 8.2 176.6 34.9 (13.5) (9-4) - 13.3 (20.1) (650.0)
to property insurance
G 1 liabilit
Jenera’ Ty (1,268.3) 22.4 152.4 31.8 (25.6) (16.2) - 58.0 (22.0) (1,067.5)
insurance
Marine, aviati d

arine, aviation an (351.5) 6.0 24.0 15.5 (12.8) (5.0) — 10.4 (14.2) (327.6)
transport insurance
Miscellaneous ©.6) ©.5)

. — — — — 1 — — — .
financial loss ° © 05
Mot hicle liabilit
otor veliicle habilly (25.4) (0.1) (2.6) 1.8 (0.6) (0.5) - 3.7 (5.0) (28.7)
insurance
Non-proportional
prope; (1,070.7) 15.4 73.2 19.9 (19.7) (14.9) - 91.0 (52.7) (958.5)

casualty reinsurance
Non- tional

on propor iona (215.2) 13 7.5 5.1 (3.5) (3.2) — 25.6 (12.4) (194.8)
health reinsurance
Non-proportional
marine, aviation and (179.8) 1.6 334 4.3 (3.8 (2.6) - 7.0 (5.8) (145.7)
transport reinsurance
Non-proportional

prop ) (226.4) 11.4 35.8 5.0 (3.6) (2.8) — 4.5 (15.6) (191.7)

property reinsurance
TOTAL (4,362.8) 66.2 573.8 139.0 (87.4) (56.5) 0.0 218.9 (159.4) (3,668.2)
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RI ShareTechnical Provisions $'m

Future
Sol II| R 1 of] E

. . UK GAAP ° v.ency . emova_ o Premium ENID xp.er.lse RI Default Discount|Risk Margin| Solvency II

Line of business Claims adj UPR Provision
TP Cash flow [2.1d] [2.1f] [2.1g] [2.1h] TP
[2.1a] [2.1b] [2.1€e]
[2.1¢]
Credit and suretyshi
. ySup 274.6 (172.1) (20.6) (126.1) 1.5 — (0.3) (5.0) — (48.0)
insurance
Fire and other damage (668.3) 969.8 4.8) (153-3) 6.6 - (0.5) (8.4) - 141.1
to property insurance
General liabilit
. Y (66.9) 842.1 (12.2) (137.3) 15.2 — (2.2) (38.4) — 600.3
insurance
Marine, aviation and
) (101.8) 203.4 (0.1) 64.2 6.1 — (0.4) (6.7) — 254.7

transport imnsurance
Miscellaneous

. . 0.3 — — (2.8) — — — — — (2.5)
financial loss
Mot hicle liabilit
. otor veticle bttty 16.3 4.1 — (11.8) 0.5 — (0.1) (2.4) — 6.6
insurance
Non-proportional

propor 3,212.4 (2,382.9) (6.5) (173.5) 10.6 — (3.5) (80.4) - 576.2
casualty reinsurance
Non-proportional
P p 25.1 118.9 (0.7) (50.1) 2.2 — (0.9) (17.2) — 77.3
health reinsurance
Non-proportional
marine, aviation and 245.8 (103.3) (4.6) (95.9) 2.1 — (0.3) (6.4) — 37.4
transport reinsurance
Non-proportional
. (333.2) 401.4 (1.8) (22.1) 0.7 — (0.1) (2.0) — 42.9

property reinsurance
TOTAL 2,604.3 (28.6) (51.3) (708.7) 45.5 0.0 (8.3) (166.9) 0.0 1,686.0
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Net Technical Provisions $’m

Future
Sol II| R 1 of E
. . UK GAAP ° v.ency . emova_ o Premium ENID xp.er.lse RI Default Discount|Risk Margin| Solvency II
Line of business Claims adj UPR Provision
TP Cash flow [2.1d] [2.1f] [2.1g] [2.1h] TP
[2.1a] [2.1b] [2.1€e]
[2.1¢]
Credit and suretyshi
. ySup 89.7 (172.1) 52.9 (105.4) (2.8) (2.0) (0.3) 0.4 (11.6) (151.2)
insurance
Fire and other damage (1,508.3) 978.0 171.8 (118.4) (6.9) (9.4) (0.5) 4.9 (20.1) (508.9)
to property insurance
General liabilit
. Y (1,335.2) 864.5 140.2 (105.5) (10.4) (16.2) (2.2) 19.6 (22.0) (467.2)
insurance
Marine, aviation and
. (453-3) 299.4 23.9 79.7 (6.7) (5.0) (0.4) 3.7 (14.2) (72.9)
transport msurance
Miscellaneous
) . (0.3) — — (2.8) - 0.1 - - - (3.0)
financial loss
Motor vehicle liabilit
. Y (9.1) 4.0 (2.6) (10.0) (0.1) (0.5) (0.1) 1.3 (5.0) (22.1)
insurance
Non-proportional
prope’ 21417 | (2,367.5) 66.7 (153.6) (9.1) (14.9) (3.5) 10.6 (52.7) (382.3)
casualty reinsurance
Non-proportional
P p (190.1) 120.2 6.8 (45.0) (1.3) (3.2) (0.9) 8.4 (12.4) (117.5)
health reinsurance
Non-proportional
marine, aviation and 66.0 (101.7) 28.8 (91.6) (1.7) (2.6) (0.3) 0.6 (5.8) (108.3)
transport reinsurance
Non-proportional
. (559.6) 412.8 34.0 (17.1) (2.9) (2.8) (0.1) 2.5 (15.6) (148.8)
property reinsurance
TOTAL (1,758.5) 37.6 522.5 (569.7) (41.9) (56.5) (8.3) 52.0 (159.4) (1,982.2)
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D2.2 Narrative explanation of Technical Provisions

Adjustment |[Explanation

UK GAAP Claims Provision

Technical

Provisions AIUK adopts multiple techniques to estimate the required level of provisions. This

assists in giving greater understanding of the trends inherentin the data being
projected. The projections given by the various methodologiesalso assistin setting
the range of possible outcomes. The most appropriate estimation technique is
selected taking into account the characteristics of the class and the extent of the
development of each accidentyear. The main projection methodologiesthatare
used are:

 Initial expected loss ratio (“IELR”) method: This method calculates an
estimate of ultimate losses by applying an estimated loss ratio to an estimate
of ultimate earned premium foreach accidentyear.

+ Bornhuetter-Ferguson (“BF”) method: The BF method uses as a starting
point an assumed IELR and blends in the loss ratio implied by the claims
experienceto date by using benchmarkloss development patterns on paid
claims data (“Paid BF”) or reported claims data (“Reported BF”).

+ Loss development (“Chain Ladder”): Thismethod uses actual lossdata and
the historical development profiles on older accidentyears to project more
recent, less developed years to their ultimate position.

» Exposure-based method: This method is used for specific large typically
catastrophic events such as a major hurricane, in the very early stages of
their development. AIUK exposure is identified and AIUK work with known
market information and information from our cedants to determine a
percentage of the exposure to be taken as the ultimate loss.

Provision for unearned premium

Unearned premiums are those proportions of premiums written in a year that
relateto periods of risk after the reporting date computed separately for each
insurance contract. Written premiums are recognised as earned over the period of
the policy on a time apportionmentbasis having regard where appropriate, to the
incidence of risk. The proportion attributable to subsequent periods is deferred as
a provision for unearned premiums.

Unearned outwards reinsurance premiums are those proportions of premiums
written in a year thatrelate to periods of risk after the reporting date. Unearned
reinsurance premiums are deferred over the term of the underlying direct
insurance policies for risks-attaching contracts and over the term of the
reinsurance contract forlosses-occurring contracts.
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Solvency IT

SolvencyII Claims adjustments include two elements :

Claims adj
[2.1a] Removal of margin for prudence
UK GAAP reserves include a management margin for prudence or conservatism.
For Solvency II reporting, any amounts in excess of the mean best estimate are
excluded from the Technical Provision calculations
Future loss provision
Future losses are accounted for on a best estimate basis. In orderto do this,
planned gross lossratios are applied to gross unearned and written but not
incepted (“WBNT”) policies to calculate gross expected losses.
Removal of UPRis eliminated from the balance sheet and replaced with a provisionaccounted
Unearned for on a best estimate basis taking account of all the cash flows (i.e. lossesand
Premium premium debtors) relating to unearned business
Reserve
(“UPR”) When considering which cashflowsto includein the calculation of outwards
[2.1b] reinsurance premium and recoveries in the best estimate underlying Technical
Provisions AIUK's key principle s to ensure these are consistent with the inwards
policies included in the same valuation subject to certain specific rules on
Future The SolvencyII guidance requires that the best estimate calculationshould take
Premium accountof projections for all potential cash inflows and outflows required to settle
Cashflow insurance / reinsurance obligations. This includes premiums paidin instalments
[2.1c] and due in the future (not-yet-due premiums).
Under Solvency II, insurance contracts are recognised when AIUK becomes legally
obliged to provide cover, whetherthe contracts haveincepted or not. This differs
from premium recognition under UK GAAP where contractsare recognised on
inception and results in the inclusion of Written But Not Incepted (WBNT)
business.
The same principleis applied for outwards reinsurance — with reinsurance
creditors payable with a due date postthe balance sheetdaterecognisedin the
reinsurance claims provisionto the extentthey relateto an earned exposure and
the premium provision where theyrelate to unearned exposure.
In addition, future outwards reinsurance premium s estimated on unearned
business and WBNI. Specifically for reinsurance, AITUK considers whether the
Events notin |SolvencyII bestestimates should make an allowance for “all possible events” —
Data (“ENID”)| this should include high severity, low probability claims.
[2.1d]

Events Not In Data (ENIDs) are not explicitly modelled as part of the reserving
process. AIUK performs a separate analysisonce a yearto derive an ENID event
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Expense
Provision
[2.1e]

The SolvencyII expense provision includes more costs than the UK GAAP current
unallocated loss adjustment expenses provisionas it specificallyincludes
overheads/ admin/ investment management expenses.

The Solvency II guidance requires that the best estimateincludes all cash flows
arising from expenses that will be incurred servicing existing policies during their
lifetime. Allocatedloss adjustment expenses directly assignable to individual
claims areincludedin the claims and premium provision.

SolvencyII guidance details the following examples of expensesthat will be
incurred servicing all obligations from existing insurance and reinsurance
contracts:

» administrative expenses;

« investmentmanagementexpenses;

« claims management expenses / handling expenses; and
+ acquisition expenses including commissions.

Expenses include both overhead expenses and expenses which are directly
assignable to individual claims, policies or transactions.

ATUK’s approach hasbeen to allocate planned expenses for the following year
removing expenses directly related to the acquisition of premiums (as these are
considered as part of premium cash flows). Expenses are then allocated to lines of
business using the mean best estimate reserves and ENID. The year on year
indirect expense cash flows are then decreased in line with the run off of claims
reserves using actuarial claims payment patterns. Thisis done on an on-going
business basisso thatnew business is expected to support an increasing share of
the overheads into the future based on the percentage reduction in claims reserves
implied by the claims payment patterns. An allowance for expenseinflation is
included. All UK expenses are assumed to be in Pounds Sterling.

RI Default
[2.1f]

SolvencyII requires inclusion of a provision for non-receipt of reinsurance
recoveries whether caused by default or dispute.

The probability of counterparty default is set to the rate used in the internal model
dependent on the rating of the counterparty.

Arecovery rate (in the event of default) of 50% is used (this is mandated by the
PRA). The calculationis applied to the recoveries cash flows. For discounting
purposes, the cash flows are deemed to be in proportion to the recovery cash flows
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Discounting |Thebest estimate cash flows are the probability weighted average cash flows,
[2.1g] taking into account the time value of money using the relevantrisk free interest
rate term structure. A blended yield curve approach to discounting is followed.

ATUK begins with theyield curves published by EIOPA for the reporting date, for
each of the six major currencies, atthe 50% illiquidity premium level, as advised
by the PRA for general insurance companies.

ATUK uses a blendedyield curve approach to discounting, takingthe splitinto the
6 major currencies for each accident year forinwards and outwards business
separately and for each reserving classseparately, and multiplies the percentage
list of currencies by the six yield curves to create a blendedyield curve atthat level
of detail.

Each type of provision (1nwards oroutwards, premlums orclaims or expenses) is

Jac _1° 11 bt L L al h | L L al h |

RiskMargin |TheRiskMarginisa component ofthe Solvency II Technical Provisions that does
[2.1h] notexistunder UK GAAP accounting, whichis intended to capture the difference
between the best estimate of Technical Provisions and its theoretical marketvalue.
Thetheoretical market value is estimated using cost-of-capital principles, based on
the principleofa notlonal portfolio transferto a third party insurer with no

13 . XN

D2.3 Level of Uncertainty associated with Technical Provisions

The ATUK Actuarial Function ensures management receives appropriate and complete information on
the extent and nature of uncertainties associated with the calculation of mean best estimates and
policyholder reserves. In general terms, there are limitations on the accuracy of the estimates of
Technical Provisions, on both a UK GAAP and Solvency Il basis, as there is inherent uncertainty in any
evaluation ofloss reserves. This is because the ultimate liability for claims is subject to the outcome of
processes yet to occur, for example, the attitude of claimants to the settlement of their claims, changes
in the standards ofliability, and the size of court awards.

There are specific areas of AIUK’s current UK GAAP reserves that have additional uncertainty
associated with them.

The global Covid-19 pandemic adds uncertainty across all lines of business. In particular, it continues
to be challenging to determine the likely impact of the emerging economic downturn on classes
particularly exposed to recession such as Professional Lines and Credit & Political Risks. Property
Reinsurance lines could be impacted more than currently allowed for, particularly depending on the
exposure of our cedants to regions with loose wordings around physical damage triggers. In addition
the Accident & Health accountis significantly impacted with a high level of uncertainty around losses
from our inwards reinsurance book, and how our outwards reinsurance treaty will respond.

Anotherkeyuncertaintyis the potential implication to our clients from the increasing Opioid litigation
in the USwhich hasseen amaterialincrease in 2021. We have also observed an increasing trend of large
losses/adverse judgements in US exposed casualty classes that also appears to be in line with the
market. During the 2Q21 deep-dives the reserving teaminvestigated the need for social inflation loads
on FinProlines of business and we adjusted our loss ratios to reflect these rates. Whilstwe believe we
have made adequate allowance for social inflation in our reserve estimates, this is a known area of
material uncertainty. We will continue to review trends in social inflation to ensure our trend
assumptions remainappropriate.
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The marine and energyliability account, whichis a long-tail class, experienced higher than anticipated
claims development during 2013 and in 2014 experienced higher than anticipated claims development
in the construction liability account. We have also seen more volatile experience in the accident years
2015 and onwards. Notably, the energy mutuals contracts we wrote (Aegis, OCIL, EIM) are performing
worsein theseyears than in the preceding years. Adverse experience continued to emerge during 2019,
2020 and 2021 in this account which provides some risk into the future although this isin part mitigated
by increased reinsurance purchasing on more recent years. We have adjusted our IELR’s and reserves
upwards to reflect this uncertainty and we continue to keep this classunder close review. Furthermore,
Aspen has now exited this line of business.

These factors can impact the claims adjustment processes which are dependent on the gathering of the
necessary information on which to assess coverage, liability, causationand quantum.

D2.3.1 Ultimate Premium

Ultimate premium income is subject to uncertainty arising from, for example, changes in premium
receipt patterns and adjustments relating to future claims experience.

D2.3.2 Loss Ratios

Forunearned exposures thereis a risk thatthe loss ratio applied to the underlying exposure may prove
to be inappropriate. In certain classes of business, such as specialty and niche segments, ATUK has a
limited number of years of its own experience on which to base its analysis. This leads to greater
uncertainty in the selection of both the initial expected loss ratios and the development patterns. To
mitigate this, AIUK makes use of publicly available information in addition to more specific advice
obtained from external actuarial consultants.

D2.3.3 Discount Rate

Other factors such as risk free discount rates may change over time which would change the value of
ATIUK’s reserves even if all other assumptions remained the same.

D2.3.4 ENID

By their very nature, Events Not In Data are difficult to determine by type, frequency and severity.
Whilst this has been allowed for within the assumptions, the risk remains that this may prove to be
inadequate.

D2.3.5 Expense Provisions
Expense provisions are calculated on a going concern basisand make a number of assumptions which
may also prove to be inappropriate. However, this is considered a minor risk in relation to risks
associated with premium and claim provisions.

D2.4 Recoverable from reinsurance contracts and special purpose
vehicles

The value of recoverable from reinsurance contracts and special purpose vehicles is $1,686.0m. This is
shown in section D2.1 above. Other than fully collateralized reinsurance, the substantial majority of
AIUK’s reinsurers have a rating of “A” (Excellent), the third highest of fifteen rating levels, or better by
A.M. Bestand the minimum rating of any of AIUK’s material reinsurers is “A-" (Excellent), the fourth
highestrating, by A.M. Best.
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D2.5 Risk Margin Calculation (unaudited)
The precise formula to be used in the calculation of the Risk Margin is as follows:

SCR(t)
S +r@+))™

RM = CoC-

CoC = Cost-of-Capital ratein excess of risk-free = 6% (by prescription)

r(t) =Risk-freeinterestrate applicable at maturityt (i.e. risk-free spot rate)

SCR(1) = Notional “SCR” of third party at time t to run off the obligationsincluded within the Technical
Provisions.

Thefollowingnotes are made in relation to the Risk Margin:

« the SCRused allows forinsurance, creditand operational risks of the third partyin running off
the business?;

« diversification credit between risks (e.g.between classes, between reserve years of account and
between risk types) is allowable in estimating this particular SCR;

» operational risks of the third party are assumed to be the same as for Aspen, and include the
full amount of operational risk (consistent with the standard formula approach);

« the Risk Margin is subsequentlyallocated to class of business, as itis required to be disclosed
ultimately by “SolvencyIT Class of Business”.

The Cost-of-Capital rate is fixed at 6% under the Solvency II Regulations. The key component of the
calculationis the projection of future SCRs.

D2.5.1 Risks Considered within the Risk Margin SCR

Theinitial SCR (i.e. SCR(0)) considersthe capital required for a third party to run off all legally bound
business within the Technical Provisions. The risks considered within the Risk Margin SCR for AITUK
include:

« the full amount of Reserving Risk (since all earned claims provisionsarelegallybound);

« aportion of the Underwriting Risk (to include the capital in respect of unexpired exposures and
“written but not incepted” (“WBNTI”) business, which arelegallybound, but excluding the risk
associated with any other new businessto be written thatwasn’tlegallybound att=0);

« credit risk arising from counterparties in relation to the above insurance risk calculations,
including reinsurance counterparties and premium debtors;

« operational risks associated with the third party; and

« diversification credit between the risks described above.

In order to avoid circularity, the SCR component in relation to the movement in the Risk Margin is
deliberately excluded.

1t Additionally, “unavoidable market risk” is allowed for, if there are any assets that cannot be de-risked
(e.g. converted to cash) in the hypothetical event of a portfolio transfer, though it is generally
understood that this oughtto be nil for the non-life insurance industry.
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D2.5.2 Capital Runoff Patterns

As indicated by the Risk Margin formula, a full runoff profile of the SCR is required. Without using a
nested stochastic approach (which is computationally intensive), this is not something that can be
calculated directly from ATUK’s ECM. AIUK therefore uses a simplification to select capital runoff
patterns in order to project the future SCRs.

AIUK does not consideritappropriate to apply a single capital runoff pattern for the full amount of the
SCR. In particular, underwritingrisk capital is, to a large extent, heldin relation to ‘event risk’ (i.e. the
risk associated with the occurrence (or not) oflossevents). Atthe end of the year, the occurrence of any
event is generally known, and any residual risk associated with claims estimates (i.e. reserve risk) is
generally of a smaller magnitude.

AIUK therefore expects the capital runoff pattern in respect of underwriting risk to be considerably
shorter, and weighted significantly to the first year, in which the majority of the event risk lies.

In light of the above, ATUK’s approach is to use two different capital runoff patterns: a single pattern
for all the risks other than underwriting risk and a shorter capital runoff pattern for the underwriting
risk.

AIUK’s approach effectively results in the calculation of two separate Risk Margins, which are
eventually aggregated to produce a single Risk Margin.

D2.5.3 Justification of Simplification of Risk Margin — Capital Runoff Patterns

In using reserve runoff patterns as a proxy for capital runoff patterns, AIUK makes use of the “square
root method”. Under this approach, capital is assumed to run off more slowly than the runoff of the
underlying claims provisions. The general form of this simplification assumes that the runoff pattem
for the SCR used in the Risk Margin calculation is identical to the square root of the runoff pattern of
the claims provisions. Specifically, AIUK selects the runoff pattern to be the square root of the reserve
runoff patterns, rather than based on the full Technical Provisions, which include premiums and
expenses.

By way of example, if the claims provisions reduced after a period to 64% of their starting levels, the
capital associated with those provisions would reduce to 80% of the initial capital requirement.

The exclusion of expenses is for simplicity (and these are small, so unlikely to materially change the
pattern used), and the exclusion of premiums is because the claims runoff provides a better
representation of the runoff of risk. It is possible, if premiums were included to have negative items
within the runoff pattern, which AIUK does not consider appropriate as a feature of a capital runoff
pattern.

Under Articles 56 and 57 of the European Commission’s Level 2 Implementing Measures, such a
simplificationis allowable, subject to justification, which includes considerations of proportionality and
appropriateness to risk profile.

The squareroot simplification was selected for the following reasons:
« Parsimony — it is a simple approach that, in ATUK’s view, appropriately captures the desired
risk characteristics.

» Industry standard —the squareroot methodis a common approach adopted across the market
andis consistentwith both PRA and Lloyd’s recommendations (Supervisory Statement issued
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by the PRA in April 2014 and Technical Provisions under Solvency II — Lloyd’s guidance issued

July 2015). While ATUK do not see the market practice as sufficient justification initself, in light

of the other considerations, this gives us assurance thatthe approach is notunreasonable.
ATUK acknowledges that there are some limitations to this approach (e.g. it has been suggested the
square root method may misestimate the rate of decay in the tail of the pattern). However, any
theoretical limitations of the Risk Margin estimation method are considered in light of the fact that the

overall Risk Margin methodology is predicated on a number of much greater theoretical assumptions
andlimitations ofthe approach prescribed by the SolvencyII regulations.

D2.5.4 Allocation toline of business

The Risk Margin calculationis carried out atlegal entitylevel, followed by allocation to class of business,
this allowsfor diversification benefit between risk types and lines of business

D2.6 Volatility adjustment
The volatility adjustmentis notused by ATUK.

D2.7Transitional risk —free interest rate term structure

Thetransitional risk-free interest rate term structure is not used by AIUK.
D2.8 Transitional deduction on Technical Provisions
This transitional deduction on Technical Provisionsis notused by AIUK.
D3 Other liabilities

D3.1Valuation of Liabilities (other than Technical Provisions)

Class of other liabilities| UKGAAP Differences Other| Solvency
value relatingto| differences| IIvalue

Technical

Pravicinne
$m $m $m $m
Derivatives [3.1a] (5.4 (5.4
Reinsurance payables [3.1b] (761.0 681.9 (791

Payables (trade, not
insurance) [3.1c]
Financialliabilities other
than debts owed to financial 0.0 (30.9 (30.9
insﬁtutiqns [2.d]
Any otherliabilities, not (31.5 (31.5
elsewhere shown [3.1e]
TOTAL LIABILITIES (932.2) 681.9 (30.9) (281.2)

(134.3 (134.3

The UK GAAP figures are shown above using the Solvency II balance sheet presentation in QRT
S.02.01.02. These figures do nottie directly to the ATUK statutory accounts at a financial line item level.
Thereason for this is the different presentation methods required for statutory accounts and Solvency
IIreporting. Mostnotably,a portion of reinsurers’share of technical provisions for Solvency IT isshown
within assets for statutory accounts. Additionally, amounts due from group undertakings are shown as
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a separate line item in the financial statements, whereas for Solvency II they are shown across the
different receivable and payable lines. However, the Company’s UK GAAP net assets are $963.6m in
both returns.

D3.2 Narrative explanation of Liabilities

Class of liabilities

Details

Derivatives [3.1a]

Financialinstruments are measured at fair value for Solvency II purposes.
The fair value measurement principles of ATUK’s derivatives are consistent
with the SolvenevIT valuation noliev

Reinsurance
payables [3.1b]

For Solvency IT purposes $681.9m of insurance and reinsurance payables
comprising the funds withheld balance with ABL are transferred to
Technical Provisionsand form part of the valuation of Technical Provisions
in D2 above. This leaves $(79.1)m of Reinsurance payables that have been
measured at initial recognition value in the Financial Statements. This
amountis whatthey are expected to be settled at and therefore represents

Payables (trade, not
insurance) [3.1c]

AIUK values payables at undiscounted amortized costless any adjustment
for expected default. Given the short term maturity of theseliabilities, the
UK GAAP valuation policyis considered to be a close approximation to fair

valne andtherefore enfficient for SolvenevIT nurnnses

Financialliabilities | AITUK has valuedits existinglease agreements and capitalised those on its
other than debts balance sheetin line with IFRS 16 for Solvency II reporting, however UK
owed to financial |GAAP doesnotcurrently incorporate IFRS 16. The effect of this is to
| inethitnibone o 1d1 increacetheleaceliahilitvhalancehv 20 am
Anyother ATUK uses book value as per UK GAAP. These mostly consist of accrued
liabilities, not expenses for short term employee benefits recharged to ATUK. These are
elsewhereshown |valued in accordancewithsection 28 of FRS 102. When an employee has
[3.1e] rendered service during an accounting period, AIUKrecognise the
undiscounted amount of short-term employee benefits as a liability
(accrued expense), after deducting the amounts already paid. The valuation
D3.2.1 Financial and operatingleases

AlIUK]leases its office space, both withinthe UK and internationally through its branch network. These
leases are accounted forin line with IFRS 16 and are recognised on the Balance Sheet.

D3.2.2 Material deferred tax liabilities
The deferred tax liability on a Solvency IT basis for AIUK at 31 December 2021 is nil (2020: nil).
D3.2.3 Expected timing of outflows of economic benefits

Payables and otherliabilities have a mean term for payment of less than two years. Asthese are expected
to be settled in the shortterm no deviation risk has been applied.

D3.2.4 Employee benefits
AIUK does nothave a defined benefit pension plan.
D3.2.5 Changes to valuation of liabilities in the period

There have been no changesto AIUK’s methodology for valuing other liabilities in the reporting period.
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D3.2.6 Major sources of estimation uncertainty

See section D1.2.6 above.

D4 Alternative methods for valuation

With the exception of Insurance and intermediaries receivables, Reinsurance receivables, Receivables
(trade, not insurance), Property, plantand equipment held for own use, Financial liabilities other than
debts owed to financial institutions and other loans and mortgages, no other assets or liabilities have
been valued using any alternative valuation methods as referred to in Article 10(5) of Solvency 11
Delegated Regulation.

D4.1Financial statements valuation

ATUK uses the valuation principles of UK GAAP to prepareits financial statements. With the exception
of IFRS 16lease adjustments, there is no-re-measurement to international accounting standards as this
is not necessaryto meet the criteria outlined above.

For Solvency Il reporting the valuation principles presented by Article 75 of Directive 2009/138 /EC are
used.

D5 Any other information

AIUK has nothing to report under other information.
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E Capital Management

E1 Own funds

E1.1 Objectives for managing Own Funds

The primary objective and positioning of AIUK is to provide an efficient platform to offer specialty
insurance and reinsurance products while providing a high level of security to policyholders. To support
this objective, AIUK maintains sufficient Own Funds to cover the MCR and SCR with an appropriate
buffer. There have been no changesto the objectives in 2021.

E1.2 Policies and Process

As described in section B3.1, capital managementis defined through AIUK’s approach to its Own Risk
and Solvency Assessment (“ORSA”). The ORSA report is an accurate account of the AIUK Internal
Control and Risk Management Framework which is the over-arching control mechanism that defines
the controls in place and the processes ATUK will follow within Aspen to manage risk. To assist the
embedding of the Framework into the business, ATUKuse Risk Policies and Risk Limits. Risk Policies
definethe processes AIUK will followin managing the different categories of risk on a day-to-day basis.
Theyalso describe the internal control processes.

E1.3 Capital and Liquidity Plan
E1.3.1 Solvency II Own Funds

Theregulatory capital is the Solvency IT Own Funds. The Solvency I Own Funds based on the closing
balancesheetas at 31 December 2021 consists of the following;:

ATUK Solvency IT Own Funds (31 December 2021):

$'m
Ordinary Shares 614.9
Deferred Tax asset 13.5
Reconciliation Reserve (Note 1) 72.3
Ancillary Own Funds 100.0
Total Solvency IT Own Funds to meet SCR 800.7

Note 1

$m
SolvencyII excess of assets overliabilities (after deduction 148.4
of Ordinary Shares, Paid in Capital and Deferred Tax asset)
Ring fenced funds deduction (76.1
Reconciliation Reserve 72.3

E1.3.2 Capitalrequirementsfor 2021and 2020

The solvency assessment of AITUK compares projected held capital measured on both a Solvency I1 basis
and under US GAAP with ATUK’s Risk Appetite over the next three years. Three yearsis the time horizon
used for AIUK’s business planning,.
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E1.4 Quantitative Explanation of Own Funds

Please refer to section D Valuation for Solvency Purposes which includes a chart showing the
adjustments between UK GAAP and Solvency II Own Funds alongwith a qualitative explanation for the
adjustments.

E1.5 Structure, amount and quality of basic Own Funds

Under Solvency I, Own Funds are classed as ‘Basic or ‘Ancillary’. Basic Own Fundsare defined as the
excess of assets over liabilities, while Ancillary Own Funds are defined as any capital resources that
couldbe called up to absorblosses.

Own Funds are further divided into three tiers. A list of own fund items which falls into these three
categories as well as an explanation of the features which determine classificationare contained in the
Solvency IT Delegated Acts. The material own fund items that make up Own Funds in AIUK, after
adjusting for ring fenced funds (see section E1.7.1), (i.e. paid-in ordinary share capital and paid-in
members’ contributions) have been assessed against the criteria of Article 71 of the Solvency II
Delegated Acts and are classified as Tier 1 based on the following fact pattern

« theyrankafterall otherclaims in the event of winding-up proceedingsregardingthe insurance
or reinsurance undertaking;

 they do not include features which may cause the insolvency of the insurance or reinsurance
undertaking or may accelerate the process of the undertaking becominginsolvent;

» they areimmediatelyavailableto absorblossesand donothinderany recapitalisation;

« the nominal or principal are written down in such a way that all of the following are reduced:
the claim of the holder of thatitem in the event of winding -up proceedings; the amount required
to be paid on repaymentor redemption ofthat item; the distributions on thatitem;

« they areundated;

» theyareonlyrepayable or redeemable at the option of the insurance or reinsuran ce undertaking
andshall notinclude anyincentives to repay or redeem thatitem;

» they provide for the suspension of repayment or redemption of thatitem in the event thatthere
is non-compliance with the SCR or repayment or redemption would lead to such non-
compliance until the undertaking complies with the SCR and the repayment or redemption
would notlead to non-compliance withthe SCR;

« theyallow forthedistributions in relationto that item to be cancelled, either underthelegal or
contractual arrangements governing the item or under national legislation, in the event that
there is non-compliance with the SCR or the distribution would lead to such non-compliance
until the undertaking complies with the SCR and the distribution would not lead to non-
compliance with the SCR;

« they mayonlyallow fora distribution to be made where there is non-compliance with the SCR
orwhere distribution would lead to such non-compliance where all the following conditions are
met: the supervisory authority has exceptionally waived the cancellation of dividends, the
distribution does not further weaken the solvency position of the insurance or reinsurance
undertaking; the MCR is complied with afterthe distribution is made;

« theinsuranceorreinsurance undertakinghas full flexibility over the distributions on the basic
own-funditem; and

+ the basic own-fund item is free from encumbrances and is not connected with any other
transaction.
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ATUK has agreed that it will have access to $100m in the form of an unsecured letter of credit from
National Australia Bank (issued by its parent Aspen European Holdings Limited and guaranteed by
ATIHL, its former ultimate parent). AIUK applied to the Prudential Regulatory Authority ("PRA") for
approval of this arrangement to be treated as Tier 2 Ancillary Own Funds on 26 October 2018, the PRA
approved this application on 28 January 2019 for a period of 4 years and the Letter of Credit was issued
on 11 February 2019. Historically, ATUKhas held Tier 1 Capital with a minimal amount of Tier 3 Capital.
Theintroduction of the $100m of Ancillary Own Funds (unaudited) brings AIUK into line with peers in
terms of the proportion of Tier 2 Capital on its balance sheet.

The company received two cash capital contributions of $50.0min July 2021 from AEHL.

The structure, amount and quality of ATUK’s Own Funds as at 31 December 2021 and as at 31 December
2020 is set out below:

2021 2021 2021 2021 2020| 2020 2020| 2020
Tier1—| Tier2| Tier3 Total Tier1—| Tier2| Tier3| Total
Unrestri $m $m $’m | Unrestricte $’m $m| $m
cted d

Basic
Own

Ordinary 614.9 — —| 6149 614.9 — — | 614.9
Shares

Additional
Paidin
Canital
Deferred
Tax asset - - 13.5 13.5 - - 70.4( 70.4
Reconcilia
tion

reserve 72.3 - - 72.3 (27.4 — — | (27.4)
Total
basic

?wn) 687.2 — 13.5 700.7 587.5 — 70.4 | 657.9
Ancillary
Own

Funds — 100.0 — 100.0 —| 100.0 — | 100.0

Total
available

I?WI; 687.2 100.0 13.5 800.7 587.5| 100.0 70.4 | 757.9

Movements in the period relate to the reconciliationreserve and the deferred tax asset.
E1.5.1 Reconciliation Reserve

The reconciliation reserve equals the total of assets less liabilities under Solvency II reduced by the
followingitems:

« ownsharesincluded as assetson the balance sheet;
» foreseeable dividends, distributions and charges;
« thebasicown funditems includedin Tier1-3; and
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«» restricted own funditems due to ring fencing (as described in section E1.7.1below).

Reconciliation reserve 2021 2020
$'m $'m
Excess of assets over liabilities from Solvency II Balance Sheet 776.8 752.3
Less: Other basic own funditems -628.4 (685.3
Less: Ring fenced funds restriction (76.2 (69.8)
RECONCILIATION RESERVE (72.2) (27.4)

There are no foreseeable dividends at 31 December 2021.
Foreseeable dividends are recognised at the latest when they are declared or approved by the ATUK

Board, or other persons whoeffectively run the undertaking, regardless of any requirement for approval
at theannual generalmeeting.

E1.6 Amount of Own Funds to cover the SCR and MCR

The amount of Own Funds available and eligible to cover the SCR and the MCR is summarised in the
table below:

31 December 2021 Total Tier1— Tier 2 Tier 3

$m Unrestricte

d $m $'m

Total available Own Fundsto meet the
SCR 800.7 687.2 100.0 13.5
Total available Own Fundsto meet the
MCR 787.2 687.2 100.0
Total eligible Own Fundsto meet the SCR

800.7 687.2 100.0 13.5
Total eligible Own Fundsto meet the 68 68
MCR 7.2 7.2 — —
SCR 509.4 | |
MCR 220.2
Ratio of Eligible Own Funds to SCR 157 |
Ratio of Eligible Own Funds to MCR 300 |

E1.7 A description of any item deducted from own funds and a brief
description of any significant restriction affecting the availability
and transferability of own funds within the undertaking

E17.1 Restricted capital

Solvency IT introduced the concept of Ring Fenced Funds (“RFFs”). The main characteristic of a RFF is
the existence of a restriction on assets in relationto certain liabilities on a going concern basis.

In certain cases local regulators require AIUK’s overseas branches in that countryto hold assets greater
than thetotal amount of its liabilities. As a result, any excess assets from thatbranch are notavailable
to meet liabilities elsewhere in the business and are restricted under Solvency I1.

Highly Confidential

102



ATUK reviewed all of its restrictions and determined that the regulatory capital required by local branch
regulators (over and above that required to meet branch liabilities) represent RFFs. This resulted in
the following RFFsattheend of 2021:

RFF Description Restricted
Surplus

Australian Branch| The Australian branch of ATUK is required to localise
assets equal to the value of its technical liabilities plus an
amount equal to the regulatory capital requirement. ATUK 29.9
have agreed with the Australian Regulator (“APRA”) to
maintain within the trustan amount equal to its technical

liahilities nlnic an aocreed ReonlatorvCanital amonnt
Canadian Branch | The Canadian branch of ATUK is required to localise assets

equal to the value of its technical liabilities plus an 42.2
‘Internal Target % x Minimum Capital Margin’withinthe

Canadian trust fund.
Singapore Branch| The Singapore branch of ATUK is required to localise

assets equal to the value of its technical liabilities plus the
greater of SGD 5m or 120% of the total risk requirements. 3.7
This is setout in the Singapore Insurance Act Section 18
andin the Insurance (Valuation and Capital) Regulations.
Zurich Insurance | The Zurich insurance branch of AIUK is required to
Branch localise assets equal to the value of its technical liabilities 0.3
nlusa small mareinofa%.

Total 76.1

As part of its review, AIUK assessed whether these RFFs were material either individually or in
aggregate and concluded they were not.

The materiality assessment considered a number of factors including the assets as a proportion of
ATUK’s assets and an assessment of the impact on the SCR requirement for AIUK as a whole if these
risks were excluded and the SCRs of the two more significant branches (Australia and Canada) on a
standalonebasis. While the RFFs in each branch arering fenced for each branch, the remaining ATUK
funds remain available to meet any capital requirements of those branches. The approach of deducting
the RFFs from the available Solvency IT Own Funds is prudent as it does notallow foranyreduction in
the SCR requirement arising fromliabilitiesin those branches

If ATUK deems any of the RFFs to be material it will calculate and report separate SCR requirements in
relation to those branches.

Highly Confidential

103



E2 SCRand MCR

E2.1 SCR (unaudited)
Risktype ($m) 2021 SCR | 2020 SCR | Movemen %
Premium Risk excluding Risk Margin 113 172 (59) (34%
Reserving Risk excluding Risk Margin 352 355 (3) (1%
Changein Risk Margin 2 19 (17) (89%
Credit Risk 260 319 (59) (18%
Market Risk 128 202 (74) (37%
Operational Risk 94 95 (1) (1%
Total (without diversification) 949 1,162 (213) (18%
Diversification benefit (440) (560)
Diversification Benefit % (46.4% (48.2% 1.8%
Solvency Capital Requirement 509 602 (93) -15%

The Solvency Capital Requirement has decreased from the previous year. The movements in the

individual risk categories are explained in more detail below.

E2.1.1

Premium Risk

Premium risk has reduced by $59m due to:

Reasons for change in the SCR

» Therehasbeen alargereduction of ~70% in the planned net written premium due to a
transfer of new business predominately to the Aspen Syndicate as well as other Aspen Group
entities. This reduction in exposure is driven by large decreases in the Property Re, Casualty

Re and Specialty Re classes.

«  Furthermore, the attachment point for the intragroup stop loss arrangement with ABL
covering Aspen Re America (ARA) lines of businesshasbeen lowered from an 90% loss ratio
to a75% loss ratio forthe 2021 and future accidentyears. However, thisis partially offsetbya
lower limit due to the reduction in exposurein theselines in 2022 as they are part of the
transfer of business to other Aspen Group entities.

Reserving Risk

Reserving risk has decreased by $3m.

Updating thereserves to the 2021 year-end position leads to a very small decrease in risk due to the

following offsetting changes:

« Reserve riskincreases as a result of the reserves being updated to the 2021 year-end position.
Thereserves have increased for MEC Liability, following a deep dive review, as well as Property
Catastrophe, following increases due to Storm Bernd, Hurricane Ida and Winter Storm Uri.
This is slightly offset by reductions in Casualty Re reserves.
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« This is offset by an increase in the intragroup quota share percentage with ABL for the 2021
accidentyear from 60% to 70%. This reduces the risk retained within ATUK for the latest and
mostvolatile accident year, thus reducing overall reserve risk.

Changein Risk Margin

Changein Risk Margin has decreased by $17m. Thisis primarily due the large reduction in new business
volumes as a result of the transfer of underwriting to other Aspen entities.

Credit risk
Credit risk has decreased by $59m. The decreasein credit risk is due to the following:

« Areduction in the exposureto ABL due to a reduction in the intragroup balance owed.
» Thelowervolatility around the ABLbalance from the lower volume of business written in ATUK.

Market Risk
Marketrisk has decreased by $74m as a result of the following:

« Currency Risk has materially reduced due to a lower currency mismatch between assets and
liabilities because of a refinement to the data feed used in the calculation. This refinement
replaces a ‘proxy’ approach which used the gross liability profile with a more appropriate net
liability profile.

» There has alsobeen a reduction in the size of the planned investment portfolio and increased
investmentincome from higher credit spreads which further reduces risk.

Operational Risk

Operational risk has remained broadlyflat.

Diversification Benefit

Diversificationbenefithas reduced by 1.8%. Thisis mainly driven by:

» Therehas been a reduction in Currency Risk which is a highly diversifyingrisk type.

« Reduction in mean profit predominately due to the lower premium volumes.

« AnincreaseinReserving Riskrelative to other risk types which was already the dominant driver
of the SCR.
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E2.2MCR

The MCR is calculated using inputs for the net (of reinsurance/SPV) Solvency I best estimate and the
net (of reinsurance/SPV) written premium in thelast twelve months. Factors are applied to these inputs
based on the Solvency I regulations. Thisis used to calculate a pre-corridor MCR. A corridor of 25-45%
of the SCR is then applied to calculate a post-corridor MCR. The post-corridor MCR is shownbelow:

Year ended 31 December 2021 2020
$m $m
‘Post-corridor’ MCR 229.2 271.1
E2.2.1 Reasons for changes in the MCR

The post corridor MCR is capped at 45% ofthe SCR. Therefore the changeinthe MCR in the period can
be explained with reference to the change in the SCRin section E 2.1.1 above.

E3 Use of duration-based equity risk sub-module in the calculation of
the SCR (unaudited)

E3.1 Duration based equity risk sub-module
This is only relevant to life insurance undertakings and therefore this section is not applicable.

E4 Differences between the standard formula and the Internal Model
used (unaudited)

E4.1 Main differences in the methodologies and underlying
assumptions used in the standard formula and in the Internal Model

The overall capital requirement for the standard formula is higher than for the Internal Model as per
previous years.

This is mainly driven by the standard formula having greater charges for Non-Life Underwriting risk
and Market Risk andlower diversification between the high level risk types. This is discussed in more
detail below.

Non-Life UnderwritingRisk

Non-Life Underwriting risk, which is driven by Premium and Reserve Risk and Catastrophe Risk
components, is higher for the standard formula than the internal model due to the following:

Exposure Measure

The exposure measure for Premium risk for the standard formula is the maximum of last year’s net
earned premium and nextyear’s planned net earned premium with an additionalloading forlong term
contracts. As such, when planned premium volumes are reducing, as is currently the case due to the
transfer of business from ATUK to the syndicate, this willnotbe reflected in the standard formula until
the following year. However, the lower planned premium volumes are reflected within the internal
model.
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In addition, the Credit and Suretyship SII class which contains a high proportion oflong-term contracts
is given a higher capital charge underthe standard formula due to the additional exposure loading for
these. Underthe internal model, future cashflows beyond the first year are held on the closingbalance
sheetat the mean and as such receive a lower charge than the standard formula.

The exposure measure for Reserve risk for the standard formula contains the premiums associated with
the net claims provisions as well asthe claims themselves. Thisincreases the exposure measure for the
standard formula relative to the internal model, where only the volatility of the claims is considered,
due to the large funds withheld balance relating to premiums owed to ABL through the internal quota
shares.

Diversification within Premium and Reserve Risk

Within the Internal model we model lines of businessata greaterlevel of granularity thanthe standard
formula. The diversification between sub-classes is not sufficiently allowed for within the standard
formula calculation, which only allows for within class diversification between:

« Reserve to Premiumrisk correlations

« Geographicaldiversification factors (although significantly the standard formula does not give
credit for geographical diversification withinnon-proportionallines)

As aresult, the internal model gives a higherlevel of diversificationbenefitthan the standard formula.
Non-proportional Casualty RI

The claims provisions for the non-proportional casualty reinsurance class are large, making up a
significant proportion of ATUK’s reserves. Within the internal model the Non-Proportional Casualty
Reinsurance class is modelled as multiple separate classes. For example, this includes US Med Mal,
Canadian PI and International Motor classes. Theselines of business are very distinct from each other,
writing different products as well as in different territories. As such, they are not perfectly correlated
with each other and there is diversification benefit between them. As the standard formula allows no
geographical diversification for this line, little credit is given for diversification between the distinct
classes thatmake up this SIIline of business.

Furthermore, the non-proportional casualty RI class is subject to the highest volatility factors for both
premium andreserve risk under the standard formula calculation. Thisalso leads to a high charge for
this class.

Adverse Development Cover

Thehigh chargerelating to reserve risk for the non-proportional casualty reinsurance classis partially
offset by the impact of the adverse development cover (ADC) which covers 2019 and prior accident
years. The “in the money” layer is a reduction to the net reserves which is used as an input to the
standard formula. However, the “out of the money” layeris notaccounted for. The ADCis currently not
allowed forin the Internal Model calculation as it requires a Major Model change to be approved by the
PRA before it can beincluded in the calculation.
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Economic Basis

Thefactor-based approach used in the standard formula makes no allowance for the economic profit
generated by the business expected to be written. The internal model makes explicit allowance for this
through the modelling of expected loss ratios for newly written business within the time horizon of the
calculation.

Catastrophe Risk
Catastrophe Risk for the standard formula is higher than for the internal model.

Both Man-Made Catastrophe and Natural Catastrophe risk are captured within the standard formula
and the internal model calculations, but using very different methodologies. The standard formula
results in a higher charge for both Natural catastrophe risk and Man-made catastrophe risk. For both
methods natural catastropheis thelarger of the two risks.

For Natural catastrophe risk the standard formula focusses in more detail on EU-Perils. For non-EU
perils a simple factor based approach is used, which significantly stresses total exposure with limited
geographical diversification. Although AIUK is exposed to EU perils, the majority of AIUK’s exposure
is outside of the EU with large exposures in particularto US perils. Assuch the standard formula results
in a higherrisk charge for non-EU perils. For the internal model we use proprietary vendor models such
as RMS and AIR with detailed modelling of ATUK’s exposures. This approach leads to a lower natural
catastropherisk using the internal model compared with the standard formula.

For Man-Made catastrophes, both the standard formula and the internal model use a scenario based
approach. However, there are significant differences between the scenarios modelled and the
methodology employed.

For both Natural and Man-Made catastrophe risk the calculation of reinsurance recoveries is more
accurate within the internal model. Theinternal model generates gross individuallossesat class level.
Each loss can be explicitly netted down using the reinsurance programme. As such there are fewer
approximationsneeded than forthe standard formula calculation.

Market Risk

Marketriskis also higher for the standard formula driven by a lower diversification benefit between the
components of Market Risk.

Diversification in the internal model between the components of Market Risk is captured by the ESG.
Correlation between the different economic variables driving each market risk typeis calibrated based
on historical data and expert judgement about future economic trends. The cascade structure of the
ESG allows significant diversification between credit and interest rate risk which is in-line with history.
The components of Market Risk within the standard formula are diversified using a correlation matrix
approach which gives a lower level of diversification benefit.

Diversification between Risk Types

Thereis a lower diversification benefit between the high level risk types within the standard formula.
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Our internal model results are derived from a process of Monte Carlo simulations that simulates
random variables at a low level of granularity with explicit modelling of complex features like
macroeconomic variables, event-level catastrophe losses and the behaviour of outward reinsurance
contracts. The diversification between risk is a result of drivers of correlation, both statistical and
structural e.g. inflation, which have been implemented within the internal model to capture real-world
interactions between variables.

By contrast, the standard formula’s isfarless granular than our own modelling. The correlations within
the standard formula are therefore necessarily at a higher level e.g. the standard formula does not
capture differences in correlation between components of market risk and the specific components of
underwriting risk which are and are not driven by economic factors. The standard formula also does
notallow explicitly for any structural drivers of correlation e.g. inflation.

The Internal Model is further explained below.

E4.2Uses of the Internal Model
The uses of the Internal Model are as follows:

« Core use: Anyuseofthe Internal Model relating to measurement or monitoring of the overall
capital or solvency position of the entities in scope.

« Ancillary use: Any use of the Internal Model not directly relating to measurement or
monitoring of overall capital or solvency, but nonetheless informing and optimising business
decision-making as partof a defined and ongoing business process.

« Ad-hoc use: Same as ancillary, except as and when required (i.e. not as part of a defined,
ongoing process).

Aspen defines each use in terms of whetherthe Internal Model is critical to the process, enhances the
process oris related to the process as follows:

» Model critical: The process could not function effectively without use of the model

+ Model enhanced: The process may be enhanced by use of the model from time to time, but
the model is neither the core driver nor critical to the majority of the process

» Model related: The process is relied upon in use test evidence but does not consume model
outputs, rather supports their usage
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Thefollowing table summarises the various uses of the Internal Model, together with theirimportance

andreliance on the outputs of the Internal Model.

UseTestProcess Importance Reliance on model
Business and Multi-year Planning Core use Model critical
CRO Reporting Core use Model critical
Own Risk & Solvency Assessment (‘ORSA’) Core use Model critical
Regulatory Reporting Core use Model critical
Insurance Counterparty Risk Management Ancillaryuse Model critical
Reinsurance Optimisation & Management Ancillaryuse Model critical
Reserve Setting and Monitoring Ancillaryuse Model critical
Investment/ Asset Allocation Ancillaryuse Model enhanced
Performance Management Ancillaryuse Model enhanced
Pricing Calibration Ancillaryuse Model enhanced
Model Validation Ancillaryuse Model related
Mergers & Acquisitions Ad-hocuse Model enhanced
Embedding Understanding Ad-hocuse Model related

Links to decision making

Output from the ECM is supplied to senior managementand this outputis used to support the decision
making in each of the processes listed above, with the importance of and the reliance on the model as
shown.

E4.3Scope of the Internal Model
E4.3.1 Risk Categories
The ECM models the following majorrisk categories:

« insurancerisk (termed “Non-Life Underwriting Risk” under Solvency I1, and includes reserving
risk);

» marketrisk (currencyrisk and assetrisk components);

» counterparty default risk (broker and outwards reinsurance credit risk components as well as
intragroup creditrisk); and

» operational risk (the operational risk category includes certain other key risk scenarios
identified by Aspen’s risk management team including aspects of Group risk and liquidity risk).

The main unmodelled risk categories are:

+ liquidityrisk;

« strategicrisk;

» emerging risk;

» regulatoryrisk; and
 taxationrisk.

ATUK does not quantify liquidity risk within the ECM as liquidity risk tends not to impact the level of
capital needed (which is what the ECM seeks to quantify). Liquidity risk is however carefully managed
by the Group Chief Financial Officerand AIUK uses Stress and Scenario Testing to assessits exposure
to liquidity risks and to assistin determiningthe minimum levels of cash and cash equivalents to hold.
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Strategicrisk is not believed to be sufficiently quantifiable to estimate within the ECM. It is, however,
evaluated qualitatively as part of the strategic planning process.

As emerging riskinherently relates to risks that arelargely unknown ata pointin time, it is extremely
difficult to quantify within the ECM. Any risk initially identified as emerging would, if material and
quantifiable, beincluded in a new or existing risk classification and quantified withinthe ECM. This is
alsotruein relation to the potential impact of future changes inregulation or taxation which are residual
risks beyond those covered by operational risk.

E4.3.2 Business Units

The Internal Model covers all businessunits of ATUK.

E4.4 Calculation of the probability distribution
The Internal Model is used to derive a probability distribution for economic capital.

The ECM uses stochastic “Monte Carlo” techniques to generate 250,000 independent scenarios
(“simulations”) that consider all risk types and entities holistically within the same model, and allowing
for realistic interactions between variables within the model.

In ATUK’s judgement, the chosen number of simulations gives a sufficient number of modelled data
points to capture a wide range of outcomes representative of the entire probability distribution, whilst
also providing a good degree of stability in the tail of the distribution, from which the extreme modelled
scenarios that drive economic and regulatory capital requirements are simulated. Increasing the
number of scenarios (for example, to twice the current number) may result in a slight increase in the
stability of the simulated values in the tail of the distribution, but the benefits would be
disproportionately outweighed by the increase in run-time.

Foreach simulation, as much detail as possibleis retained to allow a deep and detailed drill-down into
the drivers of risk across the risk distribution (e.g. full sets of large loss detail, catastrophelosses, clash
losses, reserving changes by class and accident year). Mathematically speaking, the 250,000 resulting
scenarios can be used to generate a probability distribution, from which various risk metrics can be
inferred.

E4.5 Risk measure and time period used in the Internal Model

The Internal Model SCR captures therisk to ATUK’s available Own Funds, calibrated to a 1-in-200 level
of confidence, over a 1-year time horizon, based on an ‘economic’ balance sheet and on valuation
principles prescribed by Solvency II. This is consistent with Article 101(3) of Directive 2009/138/EC.

E4.6 Nature and appropriateness of the data used in the Internal Model

The majority of internal inputs are from spreadsheets used as part of the parameterisation process,
which are maintained and controlled by the Capital Modelling Team in line with Aspen’s Operational
Control Policy. Key data include business plan inputs from the outputs of the financial plans and
forecasts. These plans and forecasts include, for example, the forecasted expected value of gross and net
(of reinsurance) premiums, claims, expenses and other financial data for a given line of business.
Further important internal data sources include the projected reserves provided by the reserving
actuaries and the details of the outwards reinsurance programme provided by the outwards reinsurance
team.
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To ensure that the quality of data is sufficient to meet Aspen’s requirements, the key controls are
identified and documented within the Data Directory. These controls are a combination of financialand
procedural controls, implemented specifically to meet the data quality requirements. This includes
controls to ensure the risks associated with the flow of data are mitigated. The controls are mapped to
the requirements in the Data Directory, allowing for any gaps or risks to be immediately identified.
Controls are broadly categorised as:

» Preventive controls: Access/ Security Control, Input Validation, Analytical Controls;
» Detective Controls: Reconciliation, Expert Review, Accuracy, Appropriateness, Completeness,
Consistency, Timelines.

There are a number of inputs to the Internal Model from external models or data sources. The most
significant external models are the ESG and the vendor catastrophe models used for material natural
catastrophe perils to which AIUK is exposed. The outputs from these models undergo extensive
validation before being deemed fit for use in the Internal Model. The ESG Working Party (which has
representatives from the investment team, the market risk team and the capital modelling team) is
responsible for assessing the appropriateness of the latest version of the ESG and for providing a
recommendation regardingthe use of the ESGin the model to the Capital Management Sub-Committee.
Validation of vendor catastrophe models is performed by the Catastrophe Risk Management team.

To provide further independent model validation, AIUK additionally commissions an external third

party review of its Internal Model approximately every three years, and as and when deemed necessary
by the ATUK Risk Committee or ATUK Board.

E5 Non-compliance with the SCR and non-compliance with the MCR

AIUK has complied with the SCR and MCR throughout the period and therefore this section is not
applicable.

E6 Any other information

Nothing to report.
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Annex 1
S.02.01.02
Balance Sheet ($000)

Assets
Goodwill
Deferred acquisition costs
Intangible assets
Deferred tax assets
Pension benefit surplus
Property, plant & equipment held for own use
Investments (other than assets held for index-linked and unit-linked contracts)
Property (other than for own use)
Holdings in related undertakings, including participations
Equities
Equities - listed
Equities - unlisted
Bonds
Government Bonds
Corporate Bonds
Structured notes
Collateralised securities
Collective Investments Undertakings
Derivatives
Deposits other than cash equivalents
Other investments
Assets held for index-linked and unit-linked contracts
Loans and mortgages
Loans on policies
Loans and mortgages to individuals
Other loans and mortgages
Reinsurance recoverables from:
Non-life and health similar to non-life
Non-life excluding health
Health similar to non-life
Life and health similar to life, excluding health and index-linked and unit-linked
Health similar to life
Life excluding health and index-linked and unit-linked
Life index-linked and unit-linked
Deposits to cedants
Insurance and intermediaries receivables
Reinsurance receivables
Receivables (trade, not insurance)
Own shares (held directly)
Amounts due in respect of own fund items or initial fund called up but not yet paid in
Cash and cash equivalents
Any other assets, not elsewhere shown
Total assets

Solvency II value

€0010

R0010

R0020

R0030

R0040 13,497
R0O050

R0O060 30,977
R0070 2,416,936
R0080

R0090

RO100 .
R0110 .
R0120

RO130 2,246,785
R0140 1,013,665
R0150 902,533
R0160

R0170 330,587
R0180 103,284
R0190 4,675
R0200 62,191
R0210

R0220

R0230 40,859
R0240

R0250

R0260 40,859
R0270 1,686,322
R0280 1,686,322
R0290 1,608,862
R0300 77,460
R0310

R0320

R0330

R0340

R0350 36,044
R0360 29,734
R0370 191,760
R0380 158,366
R0390

R0400

R0410 120,520
R0420 1,376
R0500 4,726,390




Annex 1
S.02.01.02
Balance Sheet ($000)

Liabilities
Technical provisions - non-life
Technical provisions - non-life (excluding health)
TP calculated as a whole
Best estimate
Risk margin
Technical provisions - health (similar to non-life)
TP calculated as a whole
Best estimate
Risk margin
TP - life (excluding index-linked and unit-linked)
Technical provisions - health (similar to life)
TP calculated as a whole
Best estimate
Risk margin
TP - life (excluding health and index-linked and unit-linked)
TP calculated as a whole
Best estimate
Risk margin
TP - index-linked and unit-linked
TP calculated as a whole
Best estimate
Risk margin
Other technical provisions
Contingent liabilities
Provisions other than technical provisions
Pension benefit obligations
Deposits from reinsurers
Deferred tax liabilities
Derivatives
Debts owed to credit institutions
Financial liabilities other than debts owed to credit institutions
Insurance & intermediaries payables
Reinsurance payables
Payables (trade, not insurance)
Subordinated liabilities
Subordinated liabilities not in BOF
Subordinated liabilities in BOF
Any other liabilities, not elsewhere shown
Total liabilities

Excess of assets over liabilities

Solvency II value

C0010

RO510

3,668,268

R0520

3,473,521

R0530

R0540

3,326,477

R0550

147,044

R0560

194,747

R0570

R0580

182,369

R0590

12,379

R0600

R0610

R0620

R0630

R0640

R0650

R0660

R0670

R0680

R0690

R0700

RO710

R0720

RO730

R0740

RO750

RO760

R0770

R0780

R0790

5,427

RO800

RO810

30,941

R0820

RO830

79,086

R0840

134,324

R0O850

RO860

RO870

RO880

31,513

R0900

3,949,559

R1000

776,831




Line of Business for: non-life insurance and reinsurance obligations (direct business and accepted proportional reinsurance)

Annex 1
Medical Income Workers' Motor vehicle M a_rlne, Fire and other General Credit and Legal .
N N L Other motor | aviation and damage to L N Miscellaneous
expense protection | compensation liability insurance transport roperty liability suretyship p e © ial loss
insurance insurance insurance insurance . P 'p P insurance insurance insurance
$.05.01.02 insurance insurance
Premi claims and exp by line of b ($000) C0010 C0020 C0030 C0040 C0050 C0060 C0070 C0080 C0090 C0100 C0110 C0120
Premi written
Gross - Direct Business R0110 - - - - - 2,662 173,941 184,246 11,924 - - (272)
Gross - Proportional reinsurance accepted R0120 - - - (12,661) - 43,663 301,966 154,356 12,690 - - 302
Gross - Non-proportional reinsurance accepted R0130 Tmeessiil | mmessiil | oimeessiil | oimeessill | mmeeesill | oimeessiil | ommmeessiil | nmmeessillo | oiimessillo | immeessill | oieessill | imeessIll
Reinsurers' share R0140 - - - (2,830) - 35,567 229,554 215,920 38,858 - - 282
Net R0200 - - - (9,831) - 10,758 246,353 122,682 (14,244) - - (252)
Premi earned
Gross - Direct Business R0210 - - - - - 3,109 173,019 178,683 17,232 - - (34)
Gross - Proportional reinsurance accepted R0220 - - - (6,031) - 48,759 331,739 135,637 40,980 - - 558
Gross - Non-proportional reinsurance accepted R0230 Tooimemssiil | ommessil | ooosmessIDl | oitseessill | oiseessil | oosmeessIDT | ieessilll | izseeesill | oooseessDl | meessIDl | ozseemsill | oseessll
Reinsurers' share R0240 - - - (2,054) - 35,766 239,358 220,189 41,492 - - 282
Net R0300 - - - (3,977) - 16,102 265,400 94,131 16,720 - - 242
Claims incurred
Gross - Direct Business R0310 - - - - - (35,208) 94,778 133,971 8,923 - - (34)
Gross - Proportional reinsurance accepted R0320 - - - (4,792) - 93,872 209,038 90,410 (1,870) - - 556
Gross - Non-proportional reinsurance accepted R0330 Tomeessiil | mmmeesill | ommeessiil | meessill | meessill | mmeestill | momeessill | msseessill | onoeemsill | immeessIll | omeessill | mewstIll
Reinsurers' share R0340 - - - (2,562) - 39,680 111,483 164,760 7,259 - - 291
Net R0400 - - - (2,230) - 18,984 192,333 59,621 (206) - - 231
Changes in other technical provisions
Gross - Direct Business R0410 - - - - - - - - - - - -
Gross - Proportional reinsurance accepted R0420 N - N - - - - B - B - -
Gross - Non-proportional reinsurance accepted R0430 Tooimemssiil | ommessil | ooosmessIDl | oitseessill | oiseessil | oosmeessIDT | ieessilll | izseeesill | oooseessDl | meessIDl | ozseemsill | oseessll
Reinsurers' share R0440 - - - - - - - - - - - -
Net R0500 - - - - - - - - - - - -
Expenses incurred R0550 - - - (3,779) - 4,822 109,121 29,321 23,232 - - (107)
Other expenses R1200 ToimeeesIll | mmeessIll | oeseeessTll | mseessill | sseessIll | ooesseessIDl | oimeessill | omeestill | oesseessill | oosseessIDl | omseessIll | oesswessil
Total expenses R1300




Annex 1 Line of Business for: accepted non-proportional reinsurance Total
Marine,
Health Casualty aviation, Property
transport
$.05.01.02
Premi claims and exp by line of b ($000) C0130 C0140 C0150 C0160 C€0200
Premi written
Gross - Direct Business R0110 ] Bl - ol Dl 372,501
Gross - Proportional reinsurance accepted R0120 et | Timeeeszll | Tmeensll | Tiimeeessll 500,316
Gross - Non-proportional reinsurance accepted R0130 18,674 177,446 59,821 143,250 399,191
Reinsurers' share R0140 19,123 102,136 60,795 49,682 749,087
Net R0200 (449) 75,310 (974) 93,568 522,921
Premi earned
Gross - Direct Business R0210 et | imeeeszll | meestIll | T iieeestll 372,009
Gross - Proportional reinsurance accepted R0220 Tt | imeeeszll | T meestIll | Timeeestll 551,642
Gross - Non-proportional reinsurance accepted R0230 23,587 170,146 71,161 151,889 416,783
Reinsurers' share R0240 18,353 98,885 50,242 51,658 754,171
Net R0300 5,234 71,261 20,919 100,231 586,263
Claims incurred
Gross - Direct Business R0310 et | meeeszll | meesIIll | imeeestll 202,430
Gross - Proportional reinsurance accepted R0320 et | imeeeszll | TmeentIll | Timeeestll 387,214
Gross - Non-proportional reinsurance accepted R0330 11,955 78,674 29,002 96,201 215,832
Reinsurers' share R0340 11,256 57,464 21,439 9,202 420,272
Net R0400 699 21,210 7,563 86,999 385,204
Changes in other technical provisions
Gross - Direct Business R0410 T meesstl | imeesttl | Tieenttl | Timeestll -
Gross - Proportional reinsurance accepted R0420 et | imeeeszll | TmeentIll | Timeeestll -
Gross - Non-proportional reinsurance accepted R0430 - - - - -
Reinsurers' share R0440 - - - - -
Net R0500 - - - - -
Expenses incurred R0550 (332) 14,574 4,003 24,803 205,658
Other expenses R1200 eIl | oeeestll | ooomeesIIll | ooieeestll -
Total expenses R1300 205,658




Annex 1

Top 5 countries (by

t of gross pr

written) - non-life obligations

Total Top 5 and home

$.05.02.01 Home Country country
Premiums, claims and expenses by country ($000) €0010 C0020 C0030 C0040 C0050 C0060 C0070
R0010 United Kingdom (GB) |UMited Sta('ﬁ;;’f America Bermuda (BM) Australia (AU) United A::zfm"ates Canada (CA)
€0080 C0090 C0100 C0110 C0120 C0130 C0140
Premium written
Gross - Direct Business R0110 308,977 20,448 - 4,174 33,683 (584) 366,698
Gross - Proportional reinsurance accepted R0120 27,813 301,589 74,685 23,237 1,386 4,902 433,612
Gross - Non-proportional reinsurance accepted R0130 56,102 259,234 8,197 17,722 10,027 7,168 358,450
Reinsurers' share R0140 299,505 215,686 44,225 36,585 33,689 6,156 635,846
Net R0200 93,387 365,585 38,657 8,548 11,407 5,330 522,914
Premium earned
Gross - Direct Business R0210 302,676 25,254 - 6,648 23,391 (387) 357,582
Gross - Proportional reinsurance accepted R0220 26,076 316,824 74,555 26,467 2,652 4,332 450,906
Gross - Non-proportional reinsurance accepted R0230 62,564 250,091 6,871 22,908 10,676 7,313 360,423
Reinsurers' share R0240 318,789 202,305 43,203 35,942 28,675 6,292 635,206
Net R0300 72,527 389,864 38,223 20,081 8,044 4,966 533,705
Claims incurred
Gross - Direct Business R0310 167,329 28,663 - 4,683 11,282 (198) 211,759
Gross - Proportional reinsurance accepted R0320 92,055 207,398 36,669 12,160 1,167 1,912 351,361
Gross - Non-proportional reinsurance accepted R0330 12,756 141,179 15,494 9,791 6,293 3,946 189,459
Reinsurers' share R0340 218,933 123,995 13,730 12,713 12,632 2,347 384,350
Net R0400 53,207 253,245 38,433 13,921 6,110 3,313 368,229
Ch in other technical provisions
Gross - Direct Business R0410 - - - - - - -
Gross - Proportional reinsurance accepted R0420 - - - - - - -
Gross - Non-proportional reinsurance accepted R0430 - - - - - - -
Reinsurers' share R0440 - - - - - - -
Net R0500 - - -
Expenses incurred R0550 6,839 143,768 13,027 9,371 4,252 661 177,918
Other expenses R1200
Total expenses R1300 —— %%%% —— 177,918




Annex 1
$.17.01.02

Non-life Technical Provisions ($000)

Direct business and accepted proportional reinsurance

Medical expense Income protection wOrkers_ Motor vehicle liability . Marine, aviation and Fire and other General liability Credit and suretyship Legal expenses . Miscellaneous
. . compensation . Other motor insurance . damage to property - N > Assistance ) -
insurance insurance . insurance transport insurance A insurance insurance insurance financial loss
insurance insurance
€0020 C0030 €0040 C0050 C0060 C0070 C0080 C0090 C0100 C0110 C0120 C0130
Technical provisions calculated as a whole R0010 - - - - N N N N - - - -
Total Recoverables from reinsurance/SPV and Finite Re after the
adjustment for expected losses due to counterparty default associated R0050 - - - - N N N N - - - -
to TP as a whole
Technical Provisions calculated as a sum of BE and RM
Best estimate — | | | | ———— | | ———— | ——— | | ——
Premium provisions e | e | == | = | = | == | = | == | = | =
Gross - Total R0060 - - - (2,322) - 13,138 52,035 50,487 (13,327) - - 58
Total recoverable from reinsurance/SPV and Finite Re after the adjustment for _ _ _ _ _
expected losses due to counterparty default RO140 5 3,288 (17,920) 10,928 (25,965) G3)
Net Best Estimate of Premium Provisions R0150 - - - (2,327) - 9,850 69,955 39,560 12,638 - - 91
Claims provisions | —— —— ] ] ] Il ]
Gross - Total R0160 - - - 26,064 - 300,362 577,923 995,074 104,805 - - 514
Total recoverable from reinsurance/SPV and Finite Re after the adjustment for R0240 _ _ 6,519 _ 251,345 158,949 589,546 (21,973) _ _ (2,465)
expected losses due to counterparty default
Net Best Estimate of Claims Provisions R0250 - - - 19,544 - 49,017 418,975 405,528 126,778 - - 2,979
Total Best estimate - gross R0260 - - - 23,742 - 313,500 629,958 1,045,561 91,478 - - 573
Total Best estimate - net R0270 - - - 17,217 - 58,867 488,930 445,087 139,416 - - 3,070
Risk margin R0280 - - 5,019 - 14,195 20,118 21,995 11,569 - - -
Amount of the transitional on Technical Provisions e | | | T | TT—— | T=—_— | T | = | = |
TP as a whole R0290 - - - - - - - - - - -
Best estimate R0300 - - - - - - - - - - -
Risk margin R0310 - - - - - - - - - - -
Technical provisions - total e | e | = | = | = | = | = | = | = | =
Technical provisions - total R0320 - - - 28,760 - 327,696 650,076 1,067,556 103,047 - - 573
Recoverable from reinsurance contract/SPV and Finite Re after the _ _ _ _ _ _
adjustment for expected losses due to counterparty default - total RO330 6,524 254,633 141,028 600,474 (47,938) (2/498)
Technical provisions minus recoverables from reinsurance/SPV and R0340 _ _ _ 22,236 _ 73,062 509,048 467,082 150,985 _ _ 3,070

Finite Re- total




Annex 1

$.17.01.02 Accepted non-proportional reinsurance:J Total_ No!\-Life
obligations
Non-life Technical Provisions ($000)
. . Non-proportional .
Non-proportional Non-proportional . . Non-proportional
. : marine, aviation and .
health reinsurance | casualty reinsurance " property reinsurance
transport reinsurance
C0140 C0150 C0160 C0170 C0180

Technical provisions calculated as a whole R0010 - - - - -
Total Recoverables from reinsurance/SPV and Finite Re after the
adjustment for expected losses due to counterparty default associated [ R0050 - - - - -
to TP as a whole
Technical Provisions calculated as a sum of BE and RM
Best estimate ——— el
Premium provisions el el el
Gross - Total R0060 2,660 31,057 (18,829) 4,734 119,692
Total recoverable from reinsurance/SPV and Finite Re after the adjustment for
expected losses due to counterparty default RO140 569 13,757 (15,859) (,938) (35169)
Net Best Estimate of Premium Provisions R0150 2,092 17,300 (2,970) 8,672 154,861
Claims provisions —— ——
Gross - Total R0160 179,708 874,751 158,641 171,311 3,389,153
Total recoverable from reinsurance/SPV and Finite Re after the adjustment for R0240 76,892 562,429 53,370 46,879 1,721,491
expected losses due to counterparty default
Net Best Estimate of Claims Provisions R0250 102,817 312,322 105,271 124,432 1,667,662
Total Best estimate - gross R0260 182,369 905,808 139,812 176,045 3,508,845
Total Best estimate - net R0270 104,908 329,622 102,301 133,104 1,822,523
Risk margin R0280 12,379 52,723 5,794 15,631 159,423
Amount of the transitional on Technical Provisions ——— el
TP as a whole R0290 - - - - -
Best estimate R0300 - - - - -
Risk margin R0310 - - - - -
Technical provisions - total ——— el ]
Technical provisions - total R0320 194,747 958,532 145,606 191,676 3,668,268
Recoverable from reinsurance contract/SPV and Finite Re after the
adjustment for expected losses due to counterparty default - total RO330 77,460 576,187 37,510 42,941 1,686,322
Technical provisions minus recoverables from reinsurance/SPV and RO340 117,287 382,345 108,095 148,735 1,981,946

Finite Re- total




Annex 1
5190121
Non-lfe Insurance Claims Information ($000)

Development year
o 1 2 3 4 5 6 7 s 9 10 1 12 13 14 158+ In Current year Sum of ye
(cumulative)
Gross Claims Paid i coo10 cooz0 o030 coo40 coos0 coos0 coo70 cooso o090 co100 co110 co120 co130 co140 coiso | coteo | co170 co1s0

Prior RO100 3,99 R0100 399 3,99
2006 R0110 83,0 174,943 148,320 54,261 56,861 37,772 29,154 20,181 17,353 16,506 5,434 17,289 17,127 450 1,554] R0110 1,554 734,697
2007 R0120 81,657 167,260 141,802 101,950 95,301 66,9% 71,447 22,731 15,08 19,639 20,950 28,200 1775 3,362 R0120 3,362 836,159
2008 R0130 46,349 123,376 58,52 110,022 68,059 52,376 41,439 28,861 28,077 21,365 7,707 16,493 4122 RO130 4,122 646,75
2009 R0140 64,840 159,005 131,59 113,09 78,416 58,858 45,970 28,626 15,010 16,915 10,173 1,483 RO140 1483 724,006
2010 RO150 9%,740 232,045 208,191 117,127 49,866 50,017 32,493 16,50 17,627 15,398 4,761 RO150 4,761 841,705
2011 RO160 61913 186,453 166,701 72,505 69,137 47,887 31,933 25,325 28,14 16,99 RO160 16,99 707,765
2012 R0170 54,504 165,135 126,532 73,850 68,420 35,082 30617 14,039 5,426 RO170 9,426 577,686
2013 RO180 51,900 142,462 121,400 66,520 63,852 65,948 31,938 15,247 RO180 15,247 550,277
2014 R0150 52,104 174,244 176,413 56,344 73,100 56,334 35474 R0190 35,474 624,013
2015 R0200 103,215 255,591 142,804 96,887 67,310 52,317 R0200 52,317 718,123
2016 R0210 75,376 388,764 160,221 169,220 57,013 R0210 57,013 881,514,
2017 R0220 145,286 333,769 174,557 59,333 R0220 59,333 74,984
2018 R0230 102,270 241,635 153,148 R0230 153,148 497,053
2019 R0240 115,102 182,248 R0240 182,208 297,350
2020 R0250 88,379 R0250 58,379 88,379
Total R0260 749,764 9,483,492




Annex 1
5.19.01.21

Non-life Insurance Claims Information ($000) Development year
0 1 2 3 a 5 6 7 8 9 10 11 12 13 14 158+
[ 7 Best Estimate Claims Provision 0200 co0210 €0220 c0230 c0240 c0250 €0260 €0270 0280 €0290 €300 co310 0320 co330 co3s0 | cosso |

ior RO100 111,913 R0100
2006 RO110 0 0 o o o o o o o 81,235 121,661 107,021 67,181 51,543 43,206] R0110
2007 RO120 0 0 0 0 0 0 0 o 106,906 60,706 81,089 45,208 42,423 41,949 R0120
2008 RO130 0 0 0 0 0 0 0 184,254 157,324 116,148 93,469 75,925 65,536 RO130
2009 RO140 0 0 0 0 0 0 130,616 111,132 102,001 72,371 59,862 58,445 RO140
2010 RO150 0 0 0 0 0 181,664 121,941 92,313 69,243 60,428 61,592 RO150
2011 RO160 0 0 0 0 281,534 213,802 173,360 158,995 143,787 121,672 RO160
2012 RO170 0 0 0 284,039 191,758 149,632 138,777 117,250 106,857 R0170
2013 RO180 0 0 384,442 308,293 238,257 191,730 152,913 135,201 RO180
2014 RO190 0 524,957 388,035 293,942 268,287 206,487 173,437 R0190
2015 R0200 529,379 559,383 432,615 311,231 278,000 221,88 R0200
2016 R0210 972,885 691,755 596,865 447,987 323,797 R0210
2017 R0220 737,085 614,425 497,540 409,309 R0220
2018 RO230 625,286 611,734 441,762 R0230
2019 R0240 737,200 632,705 R0240
2020 RO250 629,110 R0250

Total RO260 3,389,153




Annex 1

S.23.01.01
Own funds ($000) Total un:::r:.cted r:slf:ic]ied Tier 2 Tier 3
C0010 C0020 C0030 C0040 C0050
[Basic own funds before deduction for participations in other financial sector
as foreseen in article 68 of Delegated Regulation 2015/35
Ordinary share capital (gross of own shares) R0010 614,900 614,900
Share premium account related to ordinary share capital R0030
Initial funds, members’ contributions or the equivalent basic own - fund item for mutual and
mutual-type undertakings R0040
Subordinated mutual member accounts R0O050
Surplus funds R0070 ><
Preference shares R0090
Share premium account related to preference shares R0O110
Reconciliation reserve R0130 72,264 72,264 ———
Subordinated liabilities R0140
An amount equal to the value of net deferred tax assets R0160 13,497 ——— 13,497
Other own fund items approved by the supervisory authority as basic own funds not specified
above R0180
Own funds from the financial statements that should not be represented by
the reconciliation reserve and do not meet the criteria to be classified as
Solvency II own funds
Own funds from the financial statements that should not be represented by the reconciliation
reserve and do not meet the criteria to be classified as Solvency II own funds R0220
Deductions el el ]
Deductions for participations in financial and credit institutions R0230
Total basic own funds after deductions R0290 700,661 687,164 13,497
Ancillary own funds
Unpaid and uncalled ordinary share capital callable on demand R0300
Unpaid and uncalled initial funds, members’ contributions or the equivalent basic own fund
item for mutual and mutual - type undertakings, callable on demand R0310
Unpaid and uncalled preference shares callable on demand R0320
A legally binding commitment to subscribe and pay for subordinated liabilities on demand R0330
Letters of credit and guarantees under Article 96(2) of the Directive 2009/138/EC R0340 100,000 100,000
Letters of credit and guarantees other than under Article 96(2) of the Directive 2009/138/EC R0350
Supplementary members calls under first subparagraph of Article 96(3) of the Directive
2009/138/EC R0360
Supplementary members calls - other than under first subparagraph of Article 96(3) of the
Directive 2009/138/EC R0370
Other ancillary own funds R0390
Total ancillary own funds R0400 100,000 100,000
Available and eligible own funds el Pl Pl
Total available own funds to meet the SCR R0O500 800,661 687,164 100,000 13,497
Total available own funds to meet the MCR R0510 787,164 687,164 100,000
Total eligible own funds to meet the SCR R0540 800,661 687,164 100,000 13,497
Total eligible own funds to meet the MCR R0550 687,164 687,164 -
SCR R0580 509,365
MCR R0600 229,214
Ratio of Eligible own funds to SCR R0620 157%
Ratio of Eligible own funds to MCR R0640 300%
C0060
Reconciliation reserve
Excess of assets over liabilities R0700 776,831
Own shares (held directly and indirectly) R0710
Foreseeable dividends, distributions and charges R0720
Other basic own fund items R0730 628,397
Adjustment for restricted own fund items in respect of matching adjustment portrolios and ring
fenced funds R0740 76,170
Reconciliation reserve R0O760 72,264
Expected profits
Expected profits included in future premiums (EPIFP) - Life Business R0770
Expected profits included in future premiums (EPIFP) - Non- life business R0780 55,339
Total Expected profits included in future premiums (EPIFP) R0790 55,339
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$.25.03.21
Solvency Capital Requirement -for undertakings on Full Internal Models ($000)

Calculation of the

Unique number of component components description Solvency Capital
Requirement
C0010 C0020 C0030
103001 Interest rates risk 27,845
104001 Equity risk -
107001 Spread risk 71,185
108001 Concentration risk 80,097
109001 Currency risk 131,856
199001 Diversification within market risk (183,377)
201001 Type 1 counterparty risk 258,933
202001 Type 2 counterparty risk 12,376
299001 Diversification within counterparty risk (11,745)
410001 Health NSLT worker’s compensation 42,728
416001 Other health underwriting risk 2,739
499001 Diversification within health underwriting risk (84)
501501 Premium risk 88,954
502101 Reserve risk 323,917
503001 Non-life catastrophe risk 80,667
505001 Other non-life underwriting risk 974
599001 Diversification within non-life underwriting risk (161,532)
701001 Operational risk 93,510
804001 Other adjustments -
Calculation of Solvency Capital Requirement C0100
Total undiversified components R0110 859,042
Diversification R0060 (349,678)
Capital requirement for business operated in accordance with Art. 4 of Directive 2003/41/EC R0160 -
Solvency capital requirement excluding capital add-on R0200 509,365
Capital add-ons already set R0210
Solvency capital requirement R0220 509,365
Other information on SCR
Amount/estimate of the overall loss-absorbing capacity of technical provisions R0300
Amount/estimate of the overall loss-absorbing capacity of deferred taxes R0310
Total amount of Notional Solvency Capital Requirements for remaining part R0410
Total amount of Notional Solvency Capital Requirements for ring fenced funds (other than those related to business
operated in accordance with Art. 4 of Directive 2003/41/EC (transitional)) R0420
Total amount of Notional Solvency Capital Requirement for matching adjustment portfolios R0430
Diversification effects due to RFF nSCR aggregation for article 304 R0440
Net future discretionary benefits R0460
Yes/No
Approach to tax rate C0109
Approach based on average tax rate - Yes/No R0590
Before the shock
Calculation of loss absorbing capacity of deferred taxes C0110
DTA R0600
DTA carry forward R0610
DTA due to deductible temporary differences R0620
DTL R0630
LAC DT R0640
LAC DT justified by reversion of deferred tax liabilities R0650
LAC DT justified by reference to probable future taxable economic profit R0660
LAC DT justified by carry back, current year R0670
LAC DT justified by carry back, future years R0680
Maximum LAC DT R0690
LAC DT
Calculation of loss absorbing capacity of deferred taxes C0130
DTA RO600
DTA carry forward R0610
DTA due to deductible temporary differences R0620
DTL R0630
LAC DT R0640
LAC DT justified by reversion of deferred tax liabilities R0650
LAC DT justified by reference to probable future taxable profit R0660
LAC DT justified by carry back, current year R0670
LAC DT justified by carry back, future years R0680
Maximum LAC DT R0690




Annex 1
$.28.01.01
Minimum Capital Requirement - Only life or only non-life insurance or reinsurance activity($000)

Linear formula component for non-life insurance and reinsurance obligations

coo1i0

[McRy, Result

R0010 | 311,142
Non-life activities
. Net (of Net (of reinsurance)
R B reinsurance/SPV) best N " N
MCR calculation Non Life estimate and TP written premiums in the
calculated as a whole last 12 months
€0020 C0030
Medical expense insurance and proportional reinsurance R0020
Income protection insurance and proportional reinsurance R0030
Workers' compensation insurance and proportional reinsurance R0040
Motor vehicle liability insurance and proportional reinsurance R0050 17,217 0
Other motor insurance and proportional reinsurance R0060
Marine, aviation and transport insurance and proportional reinsurance R0070 58,867 26,055
Fire and other damage to property insurance and proportional reinsurance R0080 488,930 219,864
General liability insurance and proportional reinsurance R0090 445,087 139,484
Credit and suretyship insurance and proportional reinsurance R0100 139,416 0
Legal expenses insurance and proportional reinsurance R0110
Assistance and proportional reinsurance R0120
Miscellaneous financial loss insurance and proportional reinsurance R0130 3,070 0
Non-proportional health reinsurance R0140 104,908 4,334
Non-proportional casualty reinsurance R0150 329,622 71,284
Non-proportional marine, aviation and transport reinsurance R0160 102,301 16,011
Non-proportional property reinsurance R0170 133,104 56,461
Linear formula component for life insurance and reinsurance obligations
C0040
[McR, Result R0200 [ 0|
Life activities
_ Net (of Net (of
MCR calculation Life remsurance/ SPV) best reinsurance/SPV) total
estimate and TP capital at risk
calculated as a whole
C0050 C0060
Obligations with profit participation - guaranteed benefits R0210
Obligations with profit participation - future discretionary benefits R0220
Index-linked and unit-linked insurance obligations R0230
Other life (re)insurance and health (re)insurance obligations R0240
Total capital at risk for all life (re)insurance obligations R0250
Overall MCR calculation C0070
Linear MCR R0300 311,142
SCR R0310 509,365
MCR cap R0320 229,214
MCR floor R0330 127,341
Combined MCR R0340 229,214
Absolute floor of the MCR R0350 4,050
Co070
Capital Requi R0400 229,214
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