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DIRECTORS’ REPORT

The Directors submit their report together with the audited financial statements for the financial year ended December 31, 2020.

Principal activities

The principal activity of Allied World Assurance Company (Europe) dac (the “Company”), and its branches in the United Kingdom and
Switzeriand, is to underwrite first- and third-party insurance and reinsurance risks.

Business review

In March 2020, the coronavirus ("COVID-19") outbreak was declared a global pandemic and has since caused significant disruption globally
to economies and financial markets. The pandemic has resulted in significant market volatility and, due to its ongoing nature, the Company
continues to closely monitor the potential impacts on its business, operations, investments and capital and liquidity positicns. The maturity and
resiliency of our team and systems have enabled us to seamlessly address the challenges presented by the COVID-19 pandemic so far and as of
December 31, 2020, the overall financial impact of COVID-19 an the Company has nat been significant.

The Board of Directors monitors the progress of the Company by reference to the following key performance indicators (KPls):

—  Net premiums written
- Net claims incurred

~  Net investment retum
- Net profit

Net premiums written in the year amounted to 340.5 million compared to $23.1 million in 2019. Gross premiums written for the year were
$378.1 million, an increase of $146.8 million from the prior year's gross premiums written of $231.3 million, primarily due to an increase in
our liability and property writings during the year due to improved premium rates achieved offset by a decrease in our credit and surety
portfolio. Ceded premiums in 2020 were $337.6 million compared to $208.2 million in 2019.

Net claims incurred in the year amounted to $18.9 million compared to $10.0 million for the prior year. The increase is due to higher net
claims incurred on our liability and property portfolios. Net claims incurred on the liability portfolio were $10.2 million (2019: $6.2 million}
and $7.0 million (2019: $2.4 million) on the property portfelio with the increase attributable to significant premium growth in the year.

Administrative expenses were $33.6 million for the year compared to $26.5 million in 2019 due to higher employment costs incurred during
the year.

Foreign exchange losses in the year amounted to $2.6 million compared 1o losses of $2.1 million in 2019 primarily due to foreign exchange
moverments of the United States Dollar (“USD”) against the British Pound (“GBP”) and the Euro (“EUR”) during the year.

Net investment return for 2020 was $8.0 million compared to $18.3 millior for 2019. The decrease is largely attributable to unrealised losses
from our investment portfolio, specificaliy an unrealised loss recognised on the promissory note held by the company and further unrealised
losses suffered on our investments in collective investment undertakings and equities, due to negative market movements. Additionally, there
was a decrease in net investment income to $7.7 million from $10.6 million in 2019 due 1o the reduced coupon received on the promissory note.
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DIRECTORS’ REPORT

Results and dividends

The Company recorded a net profit for the year of $16.2 million (2019: $18.5 million). Net assets at the end of the year were $415.3 million
(2019: $399.1 million).

The Company did not pay a dividend during the year (2019: § nil)

Euture developments

The cbjective is to manage our core business, o maximise prufitability and increase shareholder's funds through future market cycles. In
addition, the Company seeks to develop a select number of initiatives to expand our geographic distribution and product mix, always with a
focus on profitable growth,

Principal risks and uncertainties facing the Company

.(i) COVID-19

In March 2020, the COVID-15 outbreak was declared a global pandemic and has since caused significant disruption globally to economies and
financial markets. The pandemic has resulted in significant market volatility and, due to its ongoing natwre, the Company is closely monitoring
the potential impacts on its business, operations, investments and capital and liquidity positions. As of December 31, 2020, the overall financial
impact of Covid-19 on the Company has not been significant.

From an operations standpoint, as the pandemic became apparent in early 2020, the Company followed its business continuity plans and enacted
steps o ensure the safety of our employees and continuity of our business. The Company has remained fully operational even as most of our
operations moved to a fully remote warking environment. We have also worked very closely with our critical third-party vendors to ensure they

continue 10 maintain their levels of service, even if working remotely.

The Company continues to closely monitor the developments and potential impact on the Company’s business, operations and investments
(e.g., asset prices, capital and liquidity positions, and insurance exposures). As legal and regulatory responses to COVID-19 are ongoing, there
is a level of uncertainty in predicting the ultimate impact on the Company’s financial position. However, at this point, COVID-19 has not had
a material adverse impact on the Company'’s capital, solvency and liquidity positions.

(ii) Recent developments relating to the departure of the United Kingdom (“UK") from the European Union {“*EU”) could
adversely affect the business:

The UK left the EU on January 31, 2020 and the withdrawal agreement between the UK and EU, which provided for an eleven month transitional
period during which EU rules continued to apply in the UK, ended on 31 December 2020. Although the UK and EU signed the EU-UK Trade
and Cooperation Agreement (the “Trade Agreement”) on 31 December 2020, negotiations will continue to determine the future relationship
between the UK and EU in relation to financial services, including (re)insurance. The Trade Agreement does not expressly cover financial
services. A Memorandum of Understanding was issued by the EU and the UK stating that discussions around equivalence in relation to financial
services repnlatory regimes would commence by the end of the first quarter of 2021, The Company has established and implemented
contingency plans 1o address the risks arising from Brexit, including reglstering its UK Branch under the UK Temporary Permissions Regime
(the “TPR") in order that it will continue to underwrite UK and non-EU/E.E.A. (re)insurance business in/from its UK branch post-Brexit.
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DIRECTORS’ REPORT

Principal risks and uncertainties facing the Company {continued)

The Company’s UK Branch which will be regulated by the UK Prudential Regulation Autherity (the “PRA”). The TPR commenced on 1
January 2021 and will end on 31 December 2023, and during this period, the Company will file applications with the PRA and Central Bank to
obtain necessary post-TPR regulatory authorizations and permissions for its UK branch, which for regulatery purposes will become a UK
branch of a third-country insurer. As part of our Brexit contingency plans, we have also continued 1o monitor developments in relation to Brexit,
including guidance and consultation papers issued by the UK Prudential Regulation Authority (the “PRA”) and guidance issued by EIOPA, and
as pant of this process we have mapped the regulatory requirements applicable to the Company under TPR. We have also provided updates to
the Central Bank and the PRA on our post-Brexit plans during 2020.

(iii) The impact of climate change could have a negative impact on the Company’s financial perfoermance, liquidity, financial
condition and ratings:

Climate change exposes the Company to a range of risks that can be grouped into three main categortes:

¢  physical risks that may challenge our ability to effectively underwrite, model and price catastrophe risk particularly if the frequency
and severity of cataswrophic events such as hurricanes, tomadoes, floods, wildfires and windstorms and other natural disasters may be
exacerbated global.

e transitional risks that may arise from the effort to transition towards a lower-carbon economy, such as changes in govemment policy,
technology changes, reputational risks, changes in consumer demand and updating of global infrastructure which may lead to a
reduction in the value of certain assets.

»  liability risks are risks that arise from third parties seeking compensation from the effects of climate change, such as companies being
litipated apainst due to the impact of their greenhouse emissions.

Climate change presents risk of financial loss to the Company, for example, losses resulting from actual policy experience may be adverse as
compared to the assumptions made in product pricing and our ability to mitigate our exposure may be reduced. Climate change-related risks
may also adversely impact the value of the securities that we hold or lead to increased credit risk of other counterparties we transact business
with, including reinsurers. The Company continues to closely monitor the developments and potential impact of climate change on the it’s
business, however, it cannot predict the long-term impacts of climate change on our business and results of operations.

(iv) The Company may be unable 10 purchase external reinsurance for our own account on commercially acceptable terms or
to collect under any reinsurance which the Company has purchased:

The Company purchases reinsurance to mitigate the effects of large or multiple losses on our financial condition. From time to time, market
conditions beyond our control have limited, and in some cases prevented, insurers and reinsurers from obtaining the types and amounts of
reinsurance they consider adequate for their business needs. The Company cannot assure that external reinsurance will remain continuously
available to us in amounts that the Company considers sufficient and at rates that the Company considers acceptable or that the Company will
be able to obtain coverage from entities with satisfactory financial resources.

Furthermore, a reinsurer’s insclvency, inability or refusal to make payments under a reinsurance or retrocessional reinsurance agreement with
the Company, could have a material adverse effect on our financial condition and results of operations because the ceding of risk to reinsurers
does not relieve us of our liability to the entities the Company insures or reinsures.
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Principal risks and uncertainties facing the Company (continued)

(v) The insurance and reinsurance business have been cyclical, characterised by periods with excess underwriting capacity and
unfavorable premium rates and policy terms and conditions:

Historically, insurers and reinsurers have experienced significant fluctuations in operating results due to competition, frequency of occurrence
or severity of catastrophic events, levels of underwriting capacity, general economic conditions and other factors. The supply of insurance and
reinsurance is related to prevailing prices, the level of insured losses and the level of industry surplus which, in tum, may fluctuate in response
to changes in rates of return on investments. The occurrence, or non-occurrence, of catastrophes events, the frequency and severity of which
are unpredictable, affects both indusiry results and consequently prevalling market prices for certain products.

As a result of these factors, the insurance and reinsurance business historically has been a cyclical industry characterised by periods of intense
competition on price and policy terms due to excessive underwriting capacity as well as periods when the shortages of capacity permit favorable
premium rates and policy terms and conditions. Increases in the supply of insurance and reinsurance may have adverse consequences for the
Company, including fewer policies and contracts written, lower premium rates, increased expenses for customer acquisition and retention and
less favorable policy terms and conditions.

(vi) If the Company experiences difficulties with our information technology (“IT”) infrastructure and telecommunications
systems and/or data security, our ability to conduct our business might be adversely affected:

A failure of our IT infrastructure, technology and telecommunication systems ar the termination of third-party software licenses the Company
relies on in order to maintain such systems could materially impact our ability to write and process business, provide customer service, pay
claims in a timely manner or perform other necessary actuarial, legal, financial and other business functions. The Company has implemented
administrative and technical controls to reduce the risk of cyber incidents and protect our IT systems and data, including cybersecurity training
and awareness campaigns for its employees and tailored IT risk assessments of third-party vendors with which the Company engages.

(vii) A failure by the Company to comply with the legal and regulatory requirements it is subject to could have a material adverse

effect on our business:

Any failure to comply with applicable law could result in restrictions on either the ability of the Company to do business in cne or more of the
jurisdictions in which they operate or on brokers on which the Company relies to continue to produce business. The Company is obliged to
maintain a minimum level of capital to meet solvency requirements of the Central Bank of Ireland. All solvency capital requirements have been
complied with throughout the year. Annually the Company completes a compliance risk assessment, the results of which facilitate the
preparation of an annual compliance plan that confirms compliance priorities reflective of the identified risks.

(viii) An extreme European natural catastrophe event resulting in a significant loss to the Company:

The Company underwrites natural catastrophe risk and could be exposed to a material loss from an extreme European windstorm event. Such

an event is within our risk appetites and is adequately reinsured however an extreme market event could result in a material loss to the Company.
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Principal risks and uncertainties facing the Company {continued)

(ix) The Company depends on a small number of brokers for a large portion of our revenues. The loss of business provided by

any one of them could adversely affect us:

The Company markets our insurance products almost exclusively through insurance brokers. In the year ended December 31, 2020, our top five
brokers represented approximately 60% of our gross premiums written.

Loss of all or a substantial portion of the business provided by any one of our top five brokers could have an adverse effect on our financial
condition and results of operations. The Company has been monitoring the development and implementation of the broker’s Brexit contingency
plans in order to identify potential adverse impact on the continued support of such brokers by the Company.

(x) Downgrades or revocation of our financial strength ratings may affect our standing among brokers and customers and may

cause our premiums and earnings to decrease:

Financial strength ratings are an important factor in establishing the competitive position of insurance and reinsurance companies. Qur ratings
are subject to periodic review and may be revised downward cr revoked at the sole discretion of the rating agencies.

A ratings downgrade or revocation could adversely affect our competitive position in the insurance and reinsurance industry and may make it
more difficult for us 10 market our products, possibly resulting in substantial loss of business as customers and brokers move to competitors

with higher financial strength ratings.

We cannot provide any assurance regarding whether or to what extent third-party rating agencies may downgrade or revoke our financial

strength ratings in the future.

Directors’ and Secretary’s interest in shares

The Directors and Secretary held no interests in the Company or any intermediate holding company during the financial year and their interests
in its ultimate parent company represented less than 1% of the total share capital of Fairfax Financial Holdings Limited and therefore, per
section 260 (F)(i) of the Companies Act 2014, no further disclosure is required.

Accounting records

‘The Directors ensured that they have secured compliance with the requirements of Section 281 to 285 of the Companies Act, 2014 with regard
to the keeping of accounting records. The specific measures taken are the employment of suitably qualified accounting personnel and the
maintenance of appropriate accounting systems. The accounting records are located at their registered office as stated on page 2, at the UK
branch office located at 20 Fenchurch Street, 19 Floor, London EC3M 3BY, UK and at the Swiss branch office located at Park Tower, 15%
Floor, Gubelstrasse 24, 6300 Zug, Switzerland.

Going concern

The Directors have a reasonable expectation that the Company has adequate resources to continue in operational existence for the foreseeable
future and have concluded that there are no material uncertainties which would cast significant doubt over the Company’s ability to continue as
a going concemn. The Company witl continue to adopt the going concem basis in preparing the financial statements.



ALLIED WORLD ASSURANCE COMPANY (EUROPE) DAC
REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020

DIRECTORS’ REPORT

Corporate governance code

The Company is subject to the Central Bank of Ireland’s Corporate Govemance Code for Insurance Undertakings, 2015 (the “Code”). It is not
a major institution for the purposes of the Code. Throughout 2020 the Company applied the principles of the Code and complied with the
provisions of the Code. During 2020, the Board of Directors established a risk committee to assist the Board in its oversight of risk management

and related sclvency and capital matters.

Statement of relevant audit information

In the case of each person who was a Director of the Company at the time of approval of this report:
- so far as the Director is aware, there is no relevant audit information of which the Company’s statutory auditors are unaware,
- and the Director has taken all the steps that he or she ought to have taken as a Director in order to make himself or herself aware of
any relevant audit information and to establish that the Company’s statutory auditors are aware of that information.

Independent Auditors

The auditors PricewaterhouseCoopers ("PwC"), Chartered Accountants and Statutory Audit Firm, have signified their willingness to continue
in office in accordance with section 383(2) of the Companies Act 2014.
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Suateinent of Bivectors' vesponsibilities

The Directors are responsible for preparing the Directors’ report and the financial statements in accordance with the Compenies Act 2014 and

the European Union (Insurance and Reinsurance) Regulations 2015,

Irish company law requires the Directors to prepare financial statiements for each Hnancial year, Under the law, the Directors have elected to
prepare the financial statements in accordance with FRS 102 “T'he Financial Reporting Standard applicable in the United Kingdom end Republic
ol Ireland™ ("FRS 102} and FRS 103 “Insurence Contracts” (“FRS 1037} issued by the Financial Reporting Council and promulgated by the
Institute of Chartered Accountants in Ireland. Under company law, the Dircctors must not approve the financial statements unless they are
salistied that they give o true and Inir view of the assets. liabilities and linancial position of the Company as at the financial year end and of the

protit or loss of the Company tor the financial year, In preparing thosc linancial statcments, the Dircetors are required to:

- scleet suitabie accounting policies for the Company s tinancial statements and apply them consistently:
- mnake judgements and estimates that are reasonable and prudent;
propare the financial statements on the going cancem basis unless it is inoppropriate to presume that the Company will continue in

business: and
~  state whether the financial statements have been prepared in accordance with applicable accounting standards, identify those

standards. und note the effect and the reasons for any materiol departure from those standards.

The Directors are responsible for ensuring that the Company keeps or causes to be kept adequate accounting records that correcily explain and
record the transactions of the Company. enable at any time 1he assets, ligbilities. financia! position end protit or loss of the Company to be
determined with reasonable accuracy. enable them to ensure that the financial statements and Directors” report comply with the Companies Act

20 k4. and enable the Dinancial statements o be audited.

They are also respousible for ensuring the assets of the Company are safeguarded and ensuring that reasonable steps [or the prevention and

detection of [raud and other irregutarities have been taken,

Divectors’ compliance statement

As required by Section 225 of the Companies Act 2014 (Ihe "Act”™). we, the Directors of the Conmpany:

= Acknowledge our responsibility for securing the Company’s compliance with its relevant obligations ('Relevant Obligalions™)
under the Act,
= Confirm that the Company has:
- Douumented policics to cnsure compliance with the Relevant Obligations.
- Compliance acrangemenis that are. in our opinion, suflicicnt to secure material compliance with the Relevant Obligations.

- Completed a review ol the Compuny’s compliance arrangements and there were no issues,

Approved by the Board of Directors on 7 April 2021, and signed o its behalt by:

Director Director
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Independent auditors’ report to the members of Allied World
Assurance Company (Europe) dac

Report on the audit of the financial statements

Opinion

In cur opinion, Allied World Assurance Company (Europe) dac’s financial statements:

give a true and fair view of the company’s assets, liabilities and financial position as at 31 December
2020 and of its profit for the year then ended;

have been properly prepared in accordance with Generally Accepted Accounting Practice in Ireland
(accounting standards issued by the Financial Reporting Council of the UK, including Financial
Reporting Standard 102, “The Financial Reporting Standard applicable in the UK and Republic of
Ireland” and Irish law); and

have been properly prepared in accordance with the requirements of the Companies Act 2014.

We have audited the financial statements, included within the reports and financial statements, which comprise:

the balance sheet as at 31 December 2020;
the profit and loss account for the year then ended;
the statement of changes in equity for the year then ended; and

the notes to the financial statements, which include a description of the significant accounting
policies.

Our opinion is consistent with our reporting to the Audit Committee.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (Ireland) (“ISAs (Ireland)”) and
applicable law.

Our responsibilities under ISAs (Ireland) are further described in the Auditors’ responsibilities for the audit of the
financial statements section of our report. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in Ireland, which includes IAASA's Ethical Standard as applicable to public
interest entities, and we have fulfilled our other ethical responsibilities in accordance with these requirements.

To the best of our knowledge and belief, we declare that non-audit services prohibited by IAASA’s Ethical
Standard were not provided to the company.

Other than those disclosed in note 6 to the financial statements, we have provided no non-audit services to the
company in the period from 1 January 2020 to 31 December 2020,

10
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Our audit approach

Overview

Materiality
¢+ USD3.7 million (2zo019: USD2.3 million).
» Based on 1% of gross written premium.

Materiality

Audit scope

e  We performed a full scope audit of the company's financial
Audil seope statements, based on materiality levels.
Key audit matters
Key audit .
matters s  Valuation of claims outstanding.

The scope of our audit

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the
financial statements. In particular, we looked at where the directors made subjective judgements, for example in
respect of significant accountng estimates that involved making assumptions and considering future events that
are inherently uncertain. As in all of cur audits we also addressed the risk of management override of internal
controls, inciuding evaluating whether there was evidence of bias by the directors that represented a risk of
material misstatement due to fraud.

Key audit matters

Key audit matters are those matters that, in the auditors’ professional judgement, were of most significance in the
audit of the financial statements of the current period and include the most significant assessed risks of material
misstatement (whether or not due to fraud) identified by the auditors, including those which had the greatest
effect on: the overall audit strategy; the allocation of resources in the audit; and directing the efforts of the
engagement team. These matters, and any comments we make on the results of our procedures thereon, were
addressed in the context of our audit of the financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters. This is not a complete list of all risks identified by our

audit.
Key audit matter How our audit addressed the key audit matter
Valuation of claims outstanding We evaluated the actuarial methodologies and key
Refer to note 1, note 12 and note 16 to the financial assumptions with the assistance of our actuarial
specialists.
statements

.. . L. . Thisinvolved:
The provision for claims outstanding is the company's 15 my

largest liability and its valuation involves considerable *  assessing the assumptions and methodologies

judgement. underpinning management's actuarial valuation;
The provision is determined using complex actuarial ~ *  carrying out our own independent valuations for
calculations and requires the consideration of detailed t}';e main classes of business and assessing the
methodologies, multiple assumptions and significant differences between our estimates and those of
judgements, particularly for the longer tail classes of management; and

business, » reconciliation of the actuarial valuation outputs to
The key assumptions underlying the calculations are the financial statements.

underwriters’ expectations about loss experience, We also:

actuarial analysis, comparisons with industry
benchmarks and less expertence to date. The valuation
is also dependent on the completeness and accuracy of

+ tested the operating effectiveness of the controls
over claims processing and payment; and

11



.

pwc

Key audit matter How our audit addressed the key audit matter

the data used in the actuarial modelling, in particular e  reconciled the data used in the actuarial models to
data relating to amounts of claims paid and incurred in the underlying systems.

prior years. We concluded that the methodologies and assumptions
adopted were appropriate and that the claims
outstanding figure was calculated in accordance with
these.

How we tailored the audit scope

We tailored the scope of our audit to ensure that we performed enough work to be able to give an opinion on the
financial statements as a whole, taking into account the structure of the company, the accounting processes and
controls, and the industry in which it operates.

We performed a full scope audit of the company's financial statements, based on materiality levels.
Materiality

The scope of our audit was influenced by our application of materiality. We set certain quantitative thresholds for
materiality. These, together with qualitative considerations, helped us to determine the scope of our andit and the
nature, timing and extent of our audit procedures on the individual financial statement line items and disctosures
and in evaluating the effect of misstatements, both individually and in aggregate on the financial statements as a

whole.
Based on our professional judgement, we detertmined materiality for the financial statements as a whole as
follows:

Overall materiality USD3.7 million (2019: USD2.3 million).

How we determined it 1% of gross written premium.

Rationale for benchmark  Gross written premium is considered an appropriate benchmark given the
applied circumstances and size of the company.

We agreed with the Audit Committee that we would report to them misstatements identified during our audit
above USD189,000 (2019: USD115,630) as well as misstatements below that amount that, in our view, warranted
reporting for qualitative reasons.

Conclusions relating to going concern

Our evaluation of the directors’ assessment of the company’s ability to continue to adopt the going concern basis
of accounting included:

s obtaining management's going concern assessment for the going concern period which covers a year
from the date of approval of the financial statements;

*  assessing the company’s financial and solvency position and the surplus over its regulatory capital
requirements;

¢ considering the company’s assessment of the impact of COVID-19 ¢n its underwriting, ¢laims and
investments;

e  assessing the company’s liquidity position; and

s  assessing the going concern disclosures included in the financial statements in order to assess
whether the disclosures were appropriate and in accordance with reporting standards.
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Based on the work we have performed, we have not identified any material uncertainties relating to events or
conditions that, individually or collectively, may cast significant doubt on the company’s ability to continue as a
going concern for a period of at least twelve months from the date on which the financial statements are
authorised for issue.

In avditing the financial statements, we have concluded that the directors’ use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

However, because not all future events or conditions can be predicted, this conclusion is not a guarantee as to the
company’s ability to continue as a going concern.

Qur responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.

Reporting on other information

The other information comprises all of the information in the reports and financial statements other than the
financial statements and our auditors’ report thereon. The directors are responsible for the other information.,
Our opinion on the financial statements does not cover the other information and, accordingly, we do not express
an audit opinion or, except to the extent otherwise explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated. If we identify an apparent
material inconsistency or material misstatement, we are required to perform procedures to conclude whether
there is a material misstatement of the financial statements or a material misstatement of the other information.
If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report based on these responsibilities.

With respect to the directors’ report, we also considered whether the disclosures required by the Companies Act
2014 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, 1ISAs (Ireland)
and the Companies Act 2014 require us to also report certain opinions and matters as described below:

» Inouropinion, based on the work undertaken in the course of the audit, the information given in the
directors’ report for the year ended 31 Decemnber 2020 is consistent with the financial statements
and has been prepared in accordance with applicable legal requirements.

¢ Based on our knowledge and understanding of the company and its environment obtained in the
course of the audit, we have not identified any material misstatements in the directors’ report.

Responsibilities for the financial statements and the audit
Responsibilities of the directors for the financial statements

As explained more fully in the statement of directors’ responsibilities set out on page 9, the directors are
responsible for the preparation of the financial statements in accordance with the applicable framework and for
being satisfied that they give a true and fair view.

The directors are also responsible for such internal control as they determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial staternents, the directors are responsible for 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 the directors either intend to liquidate the company or to cease operations or have no realistic
alternative but to do so.
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Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with ISAs (Ireland) will always detect a material misstatement when it exists. 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 economic decisions of users taken on the basis of these financial statements.

Our audit testing might include testing complete populations of certain transactions and balances, possibly using
data auditing techniques. However, it typically involves selecting a limited number of items for testing, rather
than testing complete populations. We will often seek to target particular items for testing based on their size or
risk characteristics. In other cases, we will use audit sampling to enable us to draw a conclusion about the
population from which the sample is selected.

A further description of our responsibilities for the audit of the financial statements is located on the [AASA
website at:

https;//www.iaasa.ie/getmedia/b2389013-1cf6-458b-gb8{-

a98202dcgeda/Description of auditors responsibilities for audit.pdf

This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the company’s members as a body in
accordance with section 391 of the Companies Act 2014 and for no other purpose. We do not, in giving these
opinions, accept or assume responsibility for any other purpose or to any other person to whom this report is
shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2014 opinions on other matters

+  We have obtained all the information and explanations which we consider necessary for the
purposes of our audit.

+ In our opinion the accounting records of the company were sufficient to permit the financial
statements to be readily and properly audited.

¢ The financial statements are in agreement with the accounting records.

Other exception reporting
Directors’ remuneration and transactions

Under the Companies Act 2014 we are required to report to you if, in our opinion, the disclosures of directors’
remuneration and transactions specified by sections 305 to 312 of that Act have not been made. We have no
exceptions to report arising from this responsibility.

Appointment

We were appointed by the directors on 9 November 2017 to audit the financial statements for the year ended 3t
December 2017 and subsequent financial periods. The period of total uninterrupted engagement is 4 years,
covering the years ended 31 December 2017 to 31 December 2020.

Paraic Joyce

for and on behalf of PricewaterhouseCoopers
Chartered Accountants and Statutory Audit Firm
Dublin

8 April 2021
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PROFIT AND

ALLIED WORLD ASSURANCE COMPANY (EUROPE) DAC

REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020

LOSSACCOUNT

TECHNICAL ACCOUNT

Earned premiums, net of reinsurance

Gross premiums written

Qutward reinsurance premiums

Net premiums written

Change in the gross provision for unearmed premiums

Change in the provision for unearned premiums, reinsurers’ share
Change in the net provision for unearned premiums

Earned premivms, net of reinsurance

Allocated investment return transferred from the non-technical

account

Claims incurred, net of reinsurance

Claims paid
Gross amount
Reinsurers' share
Net claims paid

Change in the provision for claims

Gross amount
Reinsurers’ share

Change in the net provision for claims

Claims incurred, net of reinsurance

Net operating expenses

Balance on the technical account

i5

Notes

12

12
12

31 Dec 2020 31 Dec 2019
US$ Uss
378,111,882 231,273,101
(337,569,944) (208,197,030)
40,541,938 23,076,071
(68,689,824) (30,184,222)
59,888,210 28,096,427
(8,801,614) (2,087,795)
31,740,324 20,988,276
8,005,061 18,274,676
(144,040,219 (111,114,120}
132,389,287 99,309,019
(11,650,932) (11,805,101)
(60,041,919) 19,426,235
52,762,871 (17,576,674)
(7,279,048) 1,849,561
(18,929,980) (9,955,540)
(1,859,529) (8,300,440)
18,955,876 21,006,972




ALLIED WORLD ASSURANCE COMPANY (EUROPE) DAC
REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020

PROFIT AND LOSS ACCOUNT
NON-TECHNICAL ACCOUNT

Notes 31 Dec 2020 31 Dec 2019

USs$ uUss

Balance on the technical account for non-life insurance business 18,955,876 21,006,972
Net Investment result
Investment income 7,682,351 10,597,394
fnvestment expenses (568,524) (569,648)
Net realised losses (644,392) (1,746,228)
Net unrealised gains 1,535,626 9,993,158
Net Investment income 5 8,005,061 18,274,676
Allocated investment return transferred to the insurance technical account (8,005,061} (18,274,676)
Profit on ordinary activities before taxation 18,955,876 21,006,972
Tax charge on profit on ordinary activities 8 (2,744,662) (2,550,170)
Profit on ordinary activities after taxation for the financial year 16,211,214 18,456,802

There were no recognised gains and losses other than those included in the profit and toss account.
Profit on ordinary activities arose solely out of continuing activities.

The accompanying notes form an integral part of these financial statements.
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ALLIED WORLD ASSURANCE COMPANY (EUROPE) DAC
REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020

BALANCE SHEET
ASSETS Notes 31 Dec 2020 31 Dec 2019
US$ Uss
Financial instruments
Debt securities and other fixed income securities 9 402,108,842 381,970,006
Equity securities 9 17,810,349 20,212,358
Deposits with credit institutions 9 46,796,589 17,939,040
466,716,780 420,121,404
Reinsurers’ share of technical provisions
Provision for unearned premiums 12 176,100,950 113,949,498
Claims outstanding 12 428,053,151 373,577,159
604,154,141 487,526,657
Debtors
Debtors arising from insurance and reinsurance operations © 10 128,079,485 84,101,278
Other debtors 10 9,095,158 6,485,848
137,174,653 90,587,126
Other assets
Tangible fixed assets 17 2,576,511 3,051,996
Intangible fixed assets 18 755,946 -
Cash at bank and in hand 9 1,808,409 815,191
5,140,866 3,867,187
Prepayments and accrued income
Accrued interest 9 5,851,826 9,434,071
Deferred acquisition costs 26,018,255 19,026,584
31,870,081 28,460,655
Total assets 1,245,056,521 1,030,563,029
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ALLIED WORLD ASSURANCE COMPANY (EUROPE) DAC
REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020

BALANCE SHEET (CONTINUED)

LIABILITIES Notes 31 Dec 2020 31 Dec 2019
Uss LSS

Capital and reserves

Calted up share capital presented as equity n 10,000,000 10,000,000

Capital contribulion 353,296,806 353.296.806

Profit and loss account 51,995,425 35,784,211

Sharcholders’ funds 415,292,231 399,081,017

Technical provisions

Provision for uncarmed premiums 12 200.017,483 125,475,463
Cluims cutstanding 12 467,573.650 400,781,141
667,591,133 526,256,606

Creditors
Creditors arising out of insurance and reinsurance operations 13 85,181.832 45,090.371
Other oreditors including tax md social security 13 10,529,353 13.324,721
95,711,187 §8,415,092
Accruals and deterred income 21 66,461,970 46810314
Total linhilities and sharcholders® funds 1,245,056,521 1,030,563,029

The accompanying notes form mn integral part of these finoacial statements.

The financial statements were approved by the Board aff Directors on April 7th, 2021,

im O'Mahoney

Director Director



ALLIED WORLD ASSURANCE COMPANY (EUROPE) DAC
REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020

STATEMENT OF CHANGES IN EQUITY

Called up share Total

capital presented Capital Profit and loss  shareholders’

as equity contribution account funds

USS US$ USS Us$

Balance as at January 1, 2019 10,000,000 353,296,806 17,327,409 380,624,215
Profit for the financial year - - 18,456,802 18,456,802
Balance as at December 31, 2019 10,000,000 353,296,806 35,784,211 399,081,017
Profit for the financial year - - 16,211,214 16,211,214
Balance as at December 31, 2020 10,000,000 353,296,806 51,955,425 415,292,231
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ALLIED WORLD ASSURANCE COMPANY (EUROPE) DAC
REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020

STATEMENT OF ACCOUNTING POLICIES AND NOTES TC THE FINANCIAL STATEMENTS

1. Significant accounting policies

The significant accounting policies adopted by the Company are as follows:

Basis of presentation

The financial statements have been prepared in accordance with the provisions of the Companies Acts, 2014, the European Union (Insurance
Undenakings: Financial Statements) Regulations 2015 and FRS 102 “The Financial Reporting Standard applicable in the United Kingdom and
Republic of Ireland” (“FRS 102”) and FRS 103 “Insurance Contracts” (“FRS 103") issued by the Financial Reporting Council and promulgated
by the Institute of Chartered Accountants in Ireland.

Going Concern

The Directors have a reasonable expectation that the company will continue in operational existence for twelve months from the date of approval
of these financial statements and have prepared the financial statements on a going concern basis. In assessing the Company’s going concem
position as at 31 December 2020, the Directors have considered all available information about the future, the possible outcomes of events and
changes in conditions. The assessment focused on the capital structure, liquidity stress test scenarios, investment risk, reinsurance structures,
operational resilience, and COVID-19 related insurance liabilities along with the ongoing business considerations such as future premium flows,
actual and planned profitability and catastrophe-based risk scenarios. The Directors have a reasonable expectation that the Company has
adequate resources to continue its business operations for the foreseeable future and to continue as a going concem. Accordingly, they continue
to adopt the going concern basis in preparing the annual report and financial statements.

The financial statements have been prepared in accordance with the historical cost convention, as modified to include investments at current
market value, and in accordance with FRS 102 and FRS 103,

Recognition of underwriting income

Premiurmns are recorded as written on the inception date of the policy. For certain types of business written by the Company, notably reinsurance,
premium income may not be known at the policy inception date. In the case of quota share reinsurance treaties assumed by the Company, the
underwriter makes an estimate of premium income at inception. The underwriter’s estimate is based on statistical data provided by reinsureds
and the underwriter’s judgment and experience. Such estimations are refined over the reporting period of each treaty as actual written premium
information is reported by ceding companies and intermediaries. Premiums resulting from changes in the estimate of the premium income are
recorded in the period the estimate is changed. Certain insurance and reinsurance contracts may require that the premium be adjusted at the
expiry of the contract to reflect the change in exposure or loss experience of the insured or reinsured.

Premiums are recognised as eamed over the period of policy coverage in proportion to the risks to which they relate. Reinsurance premiums
under a losses-occurring reinsurance contract are earned over the coverage period. Reinsurance premiums under a risks-attaching reinsurance
contract are earned over the same period as the underlying policies, or risks, covered by the contract. As a result, the eaming pattern of a risks-
attaching reinsurance contract may extend up to 24 months, reflecting the inception dates of the underlying policies. Premiums relating to the

unexpired periods of coverage are recorded on the balance sheets as “unearmned premiums”.

Acquisition costs, comprised of commissions, brokerage fees and insurance 1axes, are costs that are directly related to the successful acquisition
of new and renewal business. Acquisition costs that are deferred are expensed as the premiums to which they relate are eamed. Acquisition
costs relating to the reserve for uneamed premiums are deferred and carried on the balance sheets as an asset and are amortised over the period
of coverage. Expected lasses and loss expenses, other costs and anticipated investment income related to these uneamed premiums are
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ALLIED WORLD ASSURANCE COMPANY (EUROPE) DAC
REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020

STATEMENT OF ACCOUNTING POLICIES AND NOTES TO THE FINANCIAL STATEMENTS

1. Significant accounting policies (continued)

considered in determining the recoverability or deficiency of deferred acquisition casts. If it is determined that deferred acquisition costs are
not recoverable, they are expensed. Further analysis is performed o determine if a liability is required to provide for losses which may exceed
the related unearned premiurns.

Quustanding claims

Provisions for liabilities from insurance and reinsurance contracts are comprised of two main elements; outstanding loss reserves (also known
as “case reserves”} and reserves for losses incurred but not reported (also known as “IBNR”). Case reserves relate to known claims and represent
management's best estimate of the likely loss settlement. Thus, there is a significant amount of estimation involved in determining the likely

loss payment. IBNR reserves require substantial judgement because they relate to unquantified events that, based on industry information,
management's experience and actuarial evaluation, can reasonably be expected 1o have occurred and are reasonably likely to result in a loss to

the Company.

IBNR reserves are estimated for each business segment based on various factors, indluding underwriters” expectations about loss experience,
actuarial analysis, comparisons with industry benchmarks and loss experience to date. Our actuaries employ generally accepted actuarial
methodologies to determine estimated ultimate expected losses and loss expenses. The adequacy of our reserves is tested quarterly by our

actuaries.

Loss reserves do not represent an exact calculation of liability. Rather, loss reserves are estimates of what the Company expect the ultimate
resolution and administration of claims will cost. These estimates are based on actuarial and statistical projections and on our assessment of
currently available data, as well as estimates of future trends in claims severity and frequency, judicial theories of liability and other factors.
Loss reserve estimates are refined as experience develops and as claims are reported and resolved.

While management believes that our case reserves and IBNR reserves are sufficient to cover losses assumed by us, ultimate losses and loss
expenses may deviate from our reserves, possibly by material amounts. To the extent actual reported losses exceed estimated losses, the carried
estimate of the ultimate losses will be increased, and to the extent actual reported losses are less than our expectations, the carried estimate of
ultimate losses will be reduced. In addition, the methodology of estimating loss reserves is periodically reviewed to ensure that the assumptions
made continue to be appropriate. The Company records any changes in our loss reserve estimates and the related reinsurance recoverables in

the periods in which they are determined.

The Company determines what portion of the losses will be recoverable under our insurance and reinsurance policies by reference to the terms
of the insurance protection purchased. This determination is necessarily based on the underlying loss estimates and, accordingly, is subject to
the same uncertainties as the estimate of case reserves and IBNR reserves.

Liability adequacy
As part of the Company’s actuarial review process, a liability adequacy test is performed on the insurance liabilities to ensure the carrying value

is sufficient. If the assessment shows the carrying value o be inadequate, a deficiency is recognised as an expense to the profit and loss account
by recognising an additional liability or a provision for unexpired risks.
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ALLIED WORLD ASSURANCE COMPANY (EUROPE) DAC
REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2620

STATEMENT OF ACCOUNTING POLICIES AND NOTES TO THE FINANCIAL STATEMENTS

1. Significant accounting policies (continued)
Financial instruments

Financial instruments are carried at their current market value. Income from financial instruments comprises of income received and receivable
on debt securities, other fixed income securities, promissory note, interest eamed and accrued on cash, realised gains and losses on disposal of
investments and unrealised gains and losses on investments held. A wransfer of investment return is made from the non-technical account to the
technical account in order to reflect the actual investment return on the assets supporting the technical provisions and associated shareholder’s
funds. The Company’s investment portfolio consists of debt securities, other fixed income securities, equities and a promissory note and is

managed and performance-assessed based on fair value. These investments have been designated as fair value through profit and loss, with all
gains and losses recorded throuph the profit and loss account. Other financial instruments include deposits with credit institutions, cash, debtors,
other receivables, creditors and other payables. These instuments meet the definition of basic financial instruments and are accounted for at
amortised cost.

FRS 102 section 11.27 establishes a fair value hierarchy that prioritses the inputs to valuation techniques used to measure fair value, The three
levels of the fair value hierarchy are as follows:

- Level 1: The unadjusted quoted price in an active market for identical assets or liabilities that the entity can access at the
measurement date.

- Level 2: Inputs other than quoted prices included within Level 1 that are observable (i.e., developed using market data) for the asset
or liability, either directly or indirectly.

- Level 3: Inputs are unobservable (i.e., for which market data is unavailable) for the asset or liability.

Cash and cash equivalents

Cash and cash equivalents include cash in hand, deposits held at cali with banks, other short-term highly liquid investments with original
maturities of three months or less and bank overdrafts. Bank overdrafts, when applicable, are shown within borrowings in current liabilities.

Pension costs

Pension benefits are funded over the employee’s period of service by way of contributions to a defined contribution scheme. The Company’s
annual contribution costs are charged to the profit and loss account in the period to which they relate.

Foreign currency translation

Monetary assets and liabilities denominated in foreign currencies are translated at the exchange rates as at the balance sheet date, and revenue,
costs and non-moneiary assets at the exchange rates ruling at the date of the transactions. Profits and losses arising from foreign currency
translation and on settlement of amounts receivable and payable in foreign currencies are dealt with through the profit and loss account.

Taxation

The charge for the Company is based on the result for the year. Deferred tax is recognised in respect of all ﬁming differences that have originated
but not reversed at the balance sheet date. Deferred tax is not recognised on permanent differences. Deferred tax assets are recognised to the
extent that they are reparded as recoverable. They are regarded as recoverable to the extent that, on the basis of all available evidence, it can be
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ALLIED WORLD ASSURANCE COMPANY (EUROPE) DAC
REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020

STATEMENT OF ACCOUNTING POLICIES AND NOTES TO THE FINANCIAL STATEMENTS

1. Significant accounting policies (continued)

regarded as more likely than not that there will be suitable taxable profits from which the future reversal of the underlying timing differences
can be deducted.

Share-based payments

The Company recognises equity-settled share-based payments at fair value at the date of grant. The fair value is expensed on a straight-line
basis over the vesting period, based on the Company’s estimate of the shares that will eventually vest and adjusted for the effect of non-market
based vesting conditions. The fair value of Resiricted Stock Units (“RSU’s™) is based on the closing market value at the date of grant. The

equity settled share-based payments expense has been included in the “Net operating expenses” line of the profit and loss account.

As a qualifying entity under FRS 102 section 1.9, the Company has elected to avail of the disclosure exemptions in section 1,12 (d) regarding
share-based payments.

Functional and presentational currency
The functional currency of the Company is USD and the financial statements are also expressed in USD.
Fixed assets
Fixed Assets are capitalised with a view to holding them for their expected useful life. They are stated at cost or valuation less depreciation and
impairment provision. Depreciation is provided on all fixed assets in the categories below at rates that will be expected to write-off the value of
the asset over its expected useful life. All depreciation is carried out on a straight line basis.
Depreciation is provided on fixed assets over their estimated useful lives as follows:
- Information technology: 3 years
- Fumiture and fittings: 5 years
- Leasehold improvements: useful economic life
Intangible assets
Intangible assets are measured at cost less accumulated amortisation and any accumulated impairment losses.
Software development costs are recognised as an intangible asset when all of the following criteria are demonstrated:
- The technical feasibility of completing the software so that it will be available for use or sale.
- The intenticn to complete the software and use or sell it.
- The ability to use the software or to sell it
- How the software will generate probable future economic benefits.

- The availability of adequate technical, financial and other resources to complete the development and to use or sell the software.
- The ability 1o measure reliably the expenditure atiributable to the software during its development.

23



ALLIED WORLD ASSURANCE COMPANY (EUROPE) DAC
REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020

STATEMENT OF ACCOUNTING POLICIES AND NOTES TO THE FINANCIAL STATEMENTS

1. Significant accounting policies (continued)

Amortisation is charged so as to allocate the cost of intangibles less their residual values over their estimated useful lives, using the straight-

line method. The intangible assets are amortised over the following useful economic lives:

- Software development costs: 3 years
Operating leases
The Company holds no assets under operating leases. Rents are payable under operating leases and charged to income on a straight-line basis
over the term of the relevant lease. All future commitments of the Company under rental agreements are stated in note 22 to the financial
statemenqnts.
Critical accounting judgments and key sources of uncertainty
In the application of the Company’s accounting policies, which are described above, the Directors are required 10 make judgments, estimates
and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience and other factors that are considered to be relevant. Actual results may differ from
these estimates.
The key areas of uncertainty and which require the use of accounting judgments are the calculation of loss reserves and the valuation of financial
instruments. Both areas are covered in detail earlier in this note and in notes 9 and 16. The estimates and underlying assumptions used are
reviewed on an ongoing basis.

2. Principal activities

The Company is licensed to undertake the business of non-life insurance, facultative reinsurance and treaty reinsurance. The Company places
outward reinsurance with internal and external reinsurers on its various lines of business.
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ALLIED WORLD ASSURANCE COMPANY (EUROPE) DAC
REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020

STATEMENT OF ACCOUNTING POLICIES AND NOTES TO THE FINANCIAL STATEMENTS

3. Segmental analysis for the year

31 Dec 2020 31 Dec 2019
USs$ uss$
{a) Gross premiums written by territory
Ireland 26,380,799 16,442,875
UK 211,890,657 132,881,802
Other EU countries 57,222,543 31,698,249
Other non-EU countries 82,617,883 50,250,175
378,111 882 231,273,101
(b) Gross premiums written by line of business
Marine, aviation and transport 3,811,192 1,631,065
Accident and health 15,888,489 11,032,622
Property 84,525,991 54,084,320
Liability 249,292,870 137,466,388
Credit and surety 3,117,833 7,722,972
Treaty reinsurance 21,475,507 19,335,734
378,111,882 231,273,101
{c) Gross premiums earned by line of business
Marine, aviation and wransport 2,848,805 4,075,665
Accident and health 17,313,785 3,783,728
Property 70,094,472 45,214,700
Liability ' 191,034,965 119,627,886
Credit and surety 6,565,624 7,422,941
Treaty reinsurance 21,564,355 20,963,959
309,422,058 201,088,879
(d) Gross operating expenses and acquisition costs
Marine, aviation and transpon 1,123,107 835,136
Accident and health 4,431,193 2,175,034
Property 21,707,263 15,355,658
Liabitity 51,251,646 36,265,588
Credit and surety 1,701,859 2,718,428
Treaty reinsurance 4,110,380 4,505,999
84,325,448 61,855 843
(e) Gross movement in incurred claims
Marine, aviation and transport (2,947,797) 5,896,984
Accident and health 15,726,022 2,178,839
Property 52,362,548 18,742,713
Liability 133,988,751 56,010,280
Credit and surety 5,675,518 2,881,068
Treaty reinsurance (722,904) 5,978,001
204,082 138 51,687,885
(f) Outward reinsurance movements
Marine, aviation and transport 4,426,286 {3,145,088)
Accident and health (3,289,422) 463,228
Property (1,987,317) 12,173,180
Liability : : (2,284,148) 25,260,982
Credit and surety (937,062) 2,144,912
Treaty reinsurance 14,135,321 7,919,642
10,063,658 44,812,856
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ALLIED WORLD ASSURANCE COMPANY (EUROPE) DAC

REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020

STATEMENT OF ACCOUNTING POLICIES AND NOTES TO THE FINANCIAL STATEMENTS

4. Net operating expenses

Acquisition costs

Change in deferred acquisition costs
Administrative expenses

Foreign exchange losses

Reinsurers’ share of broker commission

Included in the above administration expenses are employment costs
comprising:

Wages and salaries

Stock compensation expenses

Social welfare costs

Retirement benefit costs

Housing

Recruitment expenses

Employee subsistence

Employee subscriptions, membership and training

All employee costs are expensed in the financial year they are incurred. No employee costs are capitalised (2019: nil).

31 Dec 2020 31 Dec 2019
Us$ US$
54,355,078 36,887,024
(6,243,024) (3,619,690)
33,569,038 26,457,394
2,644,356 2,131,115
(82,465,919) (53,555,403)
1,859,529 8,300,440
22,614,370 21,052,824
2,427,324 1,814,008
4,902,910 3,663,199
2,106,593 1,991,120
164,759 113,740
117,784 127,751
79,454 173,423
181,150 173,117
32,594,384 29,109,182

included in administrative expenses are payments made to a defined contribution pension scheme on behalf of employees during the year
amounting to $2,106,593 (2019: $1,991,120). Also included is an expense that recognises untaken holiday entitlements owed to employees as

at the year ended December 31, 2020 of $538,029 (2019: $120,318).

Included in stock compensation expenses is $2,427,324 (2019: $1,814,008) in connection with an RSU equity scheme, a Long Term Incentive

Cash scheme and an Employee Share Purchase Plan.

Recharges to affiliate companies of $11,006,542 (2019: $12,329,523)

are included in administrative expenses.

The average number of persons (including Directors) employed by the Company was as follows:

Underwriting and underwriting management

Claims
Actuarial and risk

Operations (admin, finance, marketing, legal etc.)
Directors

2020 2019
74 65
21 19
12 12
24 23

5 5
136 124
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5. Net Investment income

Debt securities and other fixed income
securities

‘Equity securities

Promissory note

Cash and cash equivalents

Other investment expenses

Debt securities and other fixed income
securities

Equity Securities
Promissory note
Cash and cash equivalents
Other investment expenses

6. Profit on ordinary activities before tax

Profit on ordinary activities before tax is stated after charging:

Auditors’ remuneration
Directors’ fees

Please see note 7 for a full disclosure of Directors’ remuneration.

31 Dec 2020

Investment Investment Netrealised Changes in fair Net

income expense gains / market value  investment

(losses) result

uss uss Uss Uss Uss

2,333,907 - 1,705,900 4,436,723 8,476,530

265,111 - - (2,402,0609) (2,136,838)

5,083,333 - {(2,715,719) (1,230,647} 1,136,967

- (34,015) 365,427 731,559 1,062,971

- (534,509) - - (534,509)

7,682,351 (568,524) (644,392} 1,535,626 8,005,061

31 Dec 2019

Investment Investment Netrealised Changes in fair Net

income expense (losses) / market value  investment

gains result

USS uss$ uss Uss Uss

1,648,561 - (1,817,712) 4,433,518 4,264,368

198,833 - 71,484 2,843,920 3,114,237

8,750,000 - - 2,715,719 11,465,719
- (3,352) - - (3.392)

- (566,256) - - (566,256)

10,597,394 (569,648) _ (1,746,228) 9,993,158 18,274,676

31 Dec 2020 31 Dec 2019

Uss Uss

226,600 224,600

214,149 221,425

In accordance with the Companies Act 2014 Section 322, the following is a description of the categories of audit fees and auditors’ expenses
for the Company for the years ended December 31, 2020 and 2019.

Audit of individual financial statements

Other assurance services
Other non-audit services
Total auditors’ remuneration
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31 Dec 2020 31 Dec 2019
uUss Uss
165,600 165,600
57,000 57,000
4,000 2,000
226,600 224,600
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" 7. Directors’ remuneraticn

31 Dec 2020 31 Dec 2019
Us$ Uss
Total emoluments paid to or receivable by directors in respect of qualifying services 695,729 657,891

Directors’ fees were payable to independent non-executive Directors only. Executive Directors’ emoluments for the years ended December 31,
2020 were $481,580 and $436,466 in 2019.

Pension contributions for Directors; amounts payable to Directors in relation to long-term incentive schemes; amounts gained on the exercise
of share options during the financial year by Directors in respect of qualifying services; compensation paid or payable, in respect of loss of
office to Directors; and amounts paid or payable 10 past Directors for retirement benefits for the years ended December 31, 2020 were $78,403
and $81,405 in 2019.

Directors’ fees for Directors resigning during the year for the years ended December 31, 2020 and 2019 were nil and nil respectively. This is
included above as part of emoluments receivable by Directors in respect of qualifying services.

8. Tax charge on profit on ordinary activities

31 Dec 2020 . 31 Dec 2019
uUs$ Uss
Profit on ordinary activities before taxation 18,955,878 21,006,972
Corporation tax charge at the standard rate of 12.5% (2019: 12.5%) (2,369,485} (2,625,872)
Effects of:
Non-deductible expenses (255,390) (215,506}
Capital aliowances 113,571 113,907
Double taxation relief (82,717) -
Statutory adjustments - FRS 102/103 etc. (106,147) (239,857)
Prior year (under)/cver provision (239,483) 236,514
Movement in deferred tax 194,987 180,644
Tax charge for the financial year (2,744,664) (2,550,170)
Ireland (679,083) (2,102,188)
Foreign tax (2,065,579) (447,982)
Tax charge (2,744,662) (2,550,170}

Deferred tax is due to timing differences arising on share-based payment expenses, fixed assets and the carry-over of tax adjustments related to
the retranslation of the 2014 statements following the application of FRS 102 and FRS 103.

No deferred tax assets have been recognised in respect of losses carried forward of $8,914,080 (2019: $17,099,420) in the Company’s UK
branch due 1o uncertainty around the allowability of loss utilisation against future branch profits.
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9. Financial instruments

The carrying value of the Company's financial assets and liabilities are summarised by category below:

31 Dec 2020 31 Dec 2019
USS Us$

Financial assets
Measured at fair value through profit and loss
- Debt securities and other fixed income securities _ 152,666,561 128,580,358
- Equity securities 17,810,349 20,212,358
- Promissory note 249,443,281 253,389,646
Measured at cost
- Deposits with credit institutions 46,796,589 17,939,040
- Cash at bank and in hand 1,808,409 815,191
Measured at undiscounted amount receivable
- Other debtors including tax 9,095,158 6,485,848
- Accrued interest 5,851,826 9,434,071
Total financial assets 483,472,173 436,856,514
Financial liabilities
Measured at undiscounted amount payable
- Other creditors including tax and social security . 10,525,355 o 13324721
- Accruals and deferred income ' 66,461,970 46,810,314
Total financial liabilities 76,991,325 60,135,035

The Company holds a promissory note (“the note”) of $250,000,000 issued by an affiliated company.

On May 1, 2020, the coupon rate of the note was reduced from 3.5% to 1.3%, which was also considered a significant modification. As a result
of the change in the coupon rate, the existing note was deemed extinguished ai that date, and the note was re-recognised as a new financial
instrument.

The note generated interest of $5,083,333 (2019: $8,750,000) during the year, receivable in March of the following year. The cash flows from
the note are solely from the payment of principal and interest on the principal. All interest is accrued on an annual basis with the principal
balance carried as a financial instrument, measured at fair value, until maturity.

Fair value is the amount for which an asset or liability could be exchanged between willing parties in an arm's length transactivn. Fair values
are determined at prices quoted in active markets. [n some instances, such price information is not available for all instruments and the Company
applies valuation techniques to measure such instruments. These valuation techniques make maximum use of market observable data but in
some cases management estimate other than observable market inputs within the valuation model. There is no standard model and different
assumptions would generate different results.

Fair values are subject to a control framework designed to ensure that input variables and output are assessed independent of the risk taker.

The table on the following page shows financial instruments as at December 31, 2020 and 2019 measured at fair value through profit or loss
grouped into the leve) in the fair value hierarchy into which each fair value measurement is categorised.
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9. Financial instruments (continued)

2020

Financial instruments

Measured at fair value through the income statement
- Debt securities and other fixed income securities

- Equity securities
- Promissory note

2019

Financial instruments

Measured at fair value through the income statement
- Debt securities and other fixed income securities

- Equity Securities
- Promissory note

The Company does not enter into or trade financial instruments, including derivative financial instruments, for speculative purposes.

10. Debtors

Debtors arising from insurance/reinsurance operations:

Due from intermediaries

Other debtors due within one year:
Deferred tax asset

Prepayments and other debtors
Amounts due from affiliates

11. Called up share capital presented as equity

Autharised

100,000,000 (2019: 100,000,000) ordinary shares of US$1 each

Allonted, called up and fully paid

10,000,000 (2019: 10,000,000) ordinary shares of US$1 each

Each ordinary share is issued with one voting right attached.

Level 1 Level 2 Level 3 Total
us$ US$ Us$ uss
78,633,518 71,530,543 2,502,500 152,666,561
5,742,304 12,068,045 - 17,810,349
- 249,443,281 - 249,443,281

84 375,822 3330418 2,502,500 '119,920‘191
Level 1 Level 2 Level 3 Total
Uss Uss Uss USs
78,740,128 49,840,230 - 128,580,358
7,529,153 12,683,205 - 20,212,358
- 253,389,648 - 253,389,648
86'269‘281 315,913,083 - 402,182,364
31 Dec 2020 31 Dec 2019

Uss uss

128,079,495 84,101,278

128,079,455 84,101,278

200,112 5,781

4,510,765 2,351,712

4,384,281 4,128,355

9,095,158 6,485,848

31 Dec 2020 31 Dec 2019

Us$ uUss

100,000,000 100,000,000

10,000,000 10,000,000
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12. Technical provisions

Claims outstanding

At January 1, 2019
Movement in provision
Foreign exchange

At December 31, 2019

At January 1, 2020
Movement in provision
Foreign exchange

At December 31, 2020

Unearned premium reserve

At January 1, 2019
Movement in provision
Foreign exchange

At December 31, 2019

At January 1, 2020
Movement in provision
Foreign exchange

At December 31, 2020

13. Creditors

Creditors arising out of insurance and reinsurance operations:

Third pany creditors

Other creditors including taxation and social security:

Amounts due to affiliates

Other creditors due within one year

Corporation tax payable

Reconciliation of deferred tax asset 7 (liability);

Opening balance
Movement in year
Closing balance

31

Reinsurance

Gross amount amount Net amount
uUss$ uss US$
420,247,950 (391,039,919) 29,208,031
(19,426,235) 17,576,674 (1,849,561)
(40,574) (113,914) (154,488)
400,781,341 (373 577.159) 27,203,982
400,761,141  {373,577,159) 27,203,982
60,041,919 (52,762,871} 7,279,048
6,750,590 (1,713,161) 5,037,429
467,573,650 (428,053,191) 39,520,459
Reinsurance
Gross amount amount Net amount
US$ Uss USs$
92,100,884  (85,092,424) 7,008,460
30,184,222 (28,096,427) 2,087,795
. 3,190,359 (760,647) 2,429,712
125,475,465 (113,949,498) 11,525,967
125,475,465 (113,949,498) 11,525,967
68,689,824 (59,888,210) 8,801,614
5,852,194 (2,263,242) 3,588,952

200,017,483 (176,100.950) 23,916,533

31 Dec 2020 31 Dec 2019
uss USS
85,181,832 45,090,371
85,181,832 45,090,371
2,226,828 7,964,099
6,669,334 4,469,392
1,633,193 891,230
10,529,355 1324,72 1
5,781 (174,863}
194,987 180,644
200,768 5,781
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14. Capital management

The Company’s capital management objective is to ensure that the Company maintains an appropriate level of capital, in terms of both quantity
and quality, at all times in line with its risk appetite and regulatory capital requirements. The capital structure of the Company consists of issued
capital, additional capital coniributions and retained eamings as disclosed in the statement of changes in equity,

Since January 1, 2016, the Company has applied Solvency II regulatory reporting and capital requirements. The Company was in compliance

with capital requirements imposed by the Central Bank of Ireland throughout the financial year. The capital requirement of the Company is
determined by its expasure to risk and the solvency criteria established by management and statutory regulations.

The table below shows the Solvency II coverage ratios at the financial year end:

31 Dec 2020 31 Dec 2019

Solvency capital requirement (“SCR”) coverage ratio 327% 377%
Minimum capital requirement (“MCR”) coverage ratio 1,308% 1,508%

~

The SCR is the level of capital (also known as “own funds”) that ensures a company can meet its obligations over the following 12 months with

a 99.5% confidence level.

Under Solvency I, eligible capital to cover the SCR is divided into three tiers (Tier 1 is the highest quality) with rules on the amount of each
tier that can be held to cover capital requirements. 100% of the Company's Own Funds are classified as Tier 1.

A reconciliation of shareholders’ equity to eligible own funds is as follows:

31 Dec 2020 31 Dec 2019

Us$ uss

Shareholders’ equity 415,292,231 399,081,017
Add: reconciliation reserve 10,669,797 856,961
Eligible own funds 425,962,028 399,937,978

The reconciliation reserve relates to valuation adjustments from Irish GAAP to the Solvency I economic valuatien basis, driven by the differing

rules for recognition and valnation between the aforementioned bases.
15. Financial risk management
The primary risk management objectives are to;
1.  Optimise the risk-adjusted returns of the Company.
2. Guarantee the Company’s sustainability as a going concern by actively measuring and monitoring the overall risk position.
The Company must hold capital in order to protect stakeholders from the inherent uncertainty that exists within an insurance enterprise. The

return on that invested capital is maximised through selectively underwriting individual risks, diversification via business mix and through

investment retumns on an appropriately managed investment porifolio.
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15. Financial risk management {continued)

The Company's financial instruments include investments in short-term and medium-term low-risk securities, receivables and cash and cash
equivalents. The risks associated with these financial instruments include market risk (currency risk, interest rate risk and price risk), credit risk
and liquidity risk. The Company also has insurance-related assets and liabilities which have similar financial risks,

The policies on how to mitigate these risks are set out below. Management monitors these exposures to ensure appropriate measures are
implemented in a timely and effective manner.

Market risk

Currency risk, interest rate risk and price risk are all grouped under market risk which is defined as the risk arising from fluctuations in values
of, or income from, invested assets including fluctuations due to moverments in interest rates, foreign exchange rates, credit spreads, or credit
defaults.

Currency risk

The Company’s exposure to currency risk arises from deposits with credit institutions, cash at hand, debt securities, insurance debtors and
insurance creditors denominated in currencies other than the functional currency. Management monitors foreign exchange exposure and will
consider hedging significant foreign currency exposure when the need arises. :

The following table details the Company’s sensitivity to a 10% decrease and increase in its functional currency against the relevant foreign
currenctes. A 10% sensitivity rate is used when reporting foreign currency risk intemally to key management personnel and represents
management’s assessment of the reasonably possible change in foreign exchange rates. For each sensitivity, the impact of change in a single
factor is shown, with other assumptions unchanged.

GBP EUR GBP EUR
2020 2020 2019 2019
Uss Uss US$ Uss
10% decrease
Pre-tax profit (3,449,262) 480,474 {1,953,872) 126,981
Shareholders’ funds (3,018,104) 420,415 (1,709,638) 111,108
10% increase
Pre-1ax profit 3,449,262 (480,474) 1,953,872 (126,981)
Shareholders’ funds 3,018,104 (420,415) 1,709,638 {111,108)

The Company’s method for assessing sensitivity to currency fluciuations has not changed over the financial year.
Interest rate risk
The debt securities, other fixed income securities and the promissory note in the Company's investment portfolio are sensitive to interest rate

changes. Any changes in interest rates have a direct effect on the market values of such financial insruments. As interest rates rise, the market

values fall, and vice versa.
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15, Financial risk management (continued)

In the table below, 0.5% increase or decrease is used when reporting interest rate risk and represenis management’s assessment of the reasonably
possible change in interest rates. The sensitivity analysis is based on estimates.

2020 2019
US$ Uss$
0.5% increase
Pre-tax profit (1,025,634) (974,265)
Shareholders’ equity (897,430) (852,483)
0.5% decrease
Pre-tax profit 753,677 715,929
Shareholders’ equity 659,468 626,438

The Company’s method for assessing sensitivity to interest rate fluctuations has not changed over the financial year.

In an effort to minimise interest rate risk, our investment guidelines have been defined to ensure that assets held are well diversified and are
primarily high-quality securities.

Price risk
The Company is exposed to price risk arising from fluctuations in the value of financial instruments as a result of changes in the market prices
and the risks inherent in all investments. The Company has no significant concentration of price risk. The risk is managed by the Company by

maintaining an appropriate mix of equities, low-risk debt securities and other fixed income securities.

The Company’s sensitivity to a 0.5% increase and decrease in market prices is as follows:

2020 2019
uss$ Us$
0.5% increase
Movement in fair value of financial instruments 2,099,601 2,010,912
0.5% decrease
Movement in fair vaiue of financial instruments : (2,099,601) (2,010,912)

The Company’s method for assessing sensitivity to price risk has not changed over the financial year.

Credit risk

Credit risk arises out of the failure of a counterparty to meet its obligations. The Company’s major areas of credit risk are in relation to its
investment ponifolio, its reinsurance program and the amounts due from policyholders and intermediaries.

The Company’s investment portfolio is managed pursuant to guidelines that follow prudent standards of diversification, The guidelines Limit
the allowable holdings of a single externat issuer. The Company believes that there are no significant external unrelated concentrations of
credit risk associated with its investment portfolio.
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15. Financial risk management {continued)

As of December 31, 2020 and 2019, substantially all of the Company’s cash and investments were held with one custodian. The rating of this
custodian is monitored to ensure their risk levels are appropriate.

The Company cedes insurance to external reinsurers in order to limit its maximum loss, 10 protect against concentration of risk within the
portfolic and to manage exposure to catastrophic events. Because the ceding of insurance does not discharge the Company from its primary
obligation to the insureds, the Company remains liable to the extent that its reinsurers do not meet their obligations under the reinsurance
agreements. Therefore, the Company regularly evaluates the financial condition of its reinsurers and monitors concentration of credit risk. No
provision has been made for unrecoverable reinsurance as of December 31, 2020 and 2019 as the Company believes that all reinsurance balances

will be recovered.

Insurance balances receivable primarily consist of premiums due from brokers, insureds and reinsureds. The Company believes that the
counterparties to these receivables are able to meet, and will meet, all of their obligations. The Company’s credit risk is further reduced by the
contractual right to offset loss obligations against premiums receivable. The Company has not included any materia) allowance for doubtful

accounts against the receivable balance.

The following tables show aggregated credit risk exposure for assets by credit ratings:

2020 AAA AA A B-BBB Not rated Carrying

‘ . dmount
USS Uss _uss uUss USs uss$

Debt securities and other fixed 8,677,644 92,996,361 11,908,869 36,581,187 2,502,500 152,666,561

income securities '

Promissory note - - 249,443,281 - - 249,443,281

Deposits with credit institutions - - 46,796,589 - - 46,796,589

Reinsurers’ share of technical

provisions

Claims outstanding - 9,029,750 417,709,105 - 1,314,336 428,053,191

Debtors arising from

insurance/reinsurance operations - - - - 128,079,495 128,079,495

2019 AAA AA A B-BBB Not rated Carrying
amount

Uss uUss USs Uss Uss USs

Debt securities and other fixed 11,686,339 96,308,670 12,425,881 5,610,980 2,548,488 128,580,358

income securities

Promissory note - - 253,389,648 - - 253,389,648

Deposits with credit institutions - - 17,939,040 - - 17,939,040

Reinsurers’ share of technical

provisions

Claims outstanding - 8,398,261 363,807,154 - 1,371,744 373,577,159

Debtors arising from

insurance/reinsurance operations - - - - 84,101,278 84,101,278
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15. Financial risk management {continued)

Included in the above ‘A’ rated reinsurers’ share of technical provisions is $404,415,349 (2019: $352,965,377) of recoverable balances with an

affiliated company in respect of reinsurance and risk mitigation transactions.

The following table shows the carrying value of assets that are neither past due nor impaired, the ageing of assets that are past due but not
impaired and assets that have been impaired. The factors considered in determining the value of the impaired assets include analysis of ageing

of balances, past loss experience, current economic conditions and other relevant circumstances.

2020 Neither past Past due Pastdue  Past due Past due Past due Carrying

due or less than 310 60 61090 more than and amount

impaired 30 days days days 90 days  impaired
uss uUs$ Uss uUss uUss US$ - US$

Debt securities and other fixed 152,666,561 - - - - - 152,666,561
income securities
Promissory note 249,443,281 - - - - - 249,443,281
Deposits with credit institutions 46,796,589 - - - - - 46,796,589
Reinsurers’ share of technical
provisions
Claims outstanding 428,053,191 - - - - - 428,053,191

Debtors arising from

insurance/reinsurance operations 69,034,188 31,411,111 10,514,117 2,829,673 14,290,406 - 128,079,495
2019 Neither past  Pastdue  Pastdue  Past due Past due Past due Carrying

due or less than 31 to 60 61 w90 more than and amount

impaired 30 days days days 90days impaired
Uss Uss Us$ Us$ Us$ Uss -US$
Debt securities and other fixed 128,580,358 - - - - - 128,580,358
income securities
Promissory note 253,389,648 - - - - - 253,389,648
Deposits with credit institutions 17,939,040 - - - - - 17,939,040
Reinsurers’ share of technical
provisions
Claims outstanding 373,577,159 - - - - - 373,577,159
Debtors arising from
insurance/reinsurance operations 53,782,884 15,119,409 5,705,653 2,602,293 6,891,039 - 84,101,278
Liquidity risk

The Company’s diversified investment strategy is designed to emphasise the preservation of invested assets, and provide adequate liquidity for
the prompt payment of claims.

To help ensure adequate liquidity for the payment of claims, the Company takes into account the maturity and duration of our investment
portfolio and our general liability profile. In setting investment guidelines, the Company considers the impact of various catastrophic events 1o
which the Company may be exposed. The majority of our asseis are invested in the fixed income markets. There are restrictions on the maximum
amount of our investment portfolio that may be invested in alternative investments (such as hedge funds and private equity vehicles) as well as
a minimum amount that must be maintained in investment grade fixed income securities and cash. There are also restrictions on the portfolio’s
composition, including limits on the type of issuer, sector limits, credit quality limits, portfolio duration, limits on the amount of investments in
approved countries and permissible security types.
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15. Financial risk management (continued)

For several asset classes the Company has engaged external investment managers to provide us with certain discretionary investment

management services. The Company has agreed to pay investment management fees based on the market values of the invesmments in the

portfolio. The fees, which vary depending on the amount of assets under management, are included as a deduction to net investment income.

The Company has also developed investment guidelines that include restrictions on the permissible security types the investment managers may

include in the portfolios that they manage. The Company may direct our investment managers to invest some of the investment portfolio in

currencies other than the U.S. doliar based on the business the Company has written, the currency in which our loss reserves are denominated

on our books or regulatory requirements.

The foliowing table details the Company’s expected maturity for its assets and liabilities. The tables below have been drawn up based on the

contractual maturities of the assets including interest that will be earned on those assets except where the Company anticipates that the cash

flow will occur in a different period.

Assets
2020

Debt securities and other fixed income securities
Promissory note

Deposits with credit institutions

Reinsurers’ share of technical provisions

Claims outstanding

Debtors arising from insurance/reinsurance

2019

Debt securities and other fixed income securities
Promissory note

Deposits with credit insticutions
Reinsurers’ share of technical provisions
Claims outstanding

Debtors arising from insurancefreinsurance

Liabilities
2020
Claims outstanding

Creditors arising from insurance/reinsurance
Accruals

2019

Claims outstanding

Creditors arising from insurancefreinsurance
Accruals

0 -1 years 1-3 years 3-5 years 5+ years Total
USss US$ USS USS uUss
90,122,380 39,481,258 10,681,816 13,149,599 153,435,053
5,083,334 - 249,443,281 - 254,526,615
46,796,589 - - - 46,796,589
48,490,460 105,568,723 80,675,890 193,318,118 428,053,191
128,079,495 - - - 128,079,495
0 -1 years 1 -3 years 3-5 years 5+ years Total
USs USs$ Us$ Uss Uss
78,836,925 35,994,258 1,178,210 13,255,035 129,264,428
8,750,001 - 253,385,648 - 262,139,649
17,939,040 - - - 17,939,040
42,319,339 92,133,558 70,408,703 168,715,559 373,577,159
84,101,278 - - - 84,101,278
0 - 1 years 1 -3 years 3-5 years 5+ years Total
Uss Uss USs US$ Uss
88,514,797 116,367,967 78,891,500 183,799,386 467,573,650
85,181,832 - - - 85,181,832
66,461,970 - - - 66,461,970
0 -1 years 1 -3 years 3-5 years 5+ years Total
Uss Uss uss Uss uss
75,870,531 99,744,809 | 67,621,915 157,543,796 400,781,141
45,090,371 - - - 45,090,371
46,810,314 - - - 46,810,314
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15. Financial risk management (continued)

Operational risk

Operational risk is the loss resulting from inadequate or failed internal processes, people and systems. It also includes legal risks that arise from
failure to comply with relevant laws or regulations. The Company has developed and implemented a risk register and risk governance system

to ensure that effective risk management of operational risk is carried out.

Strategic risk

This relates to any inability to implement appropriate business plans and strategies, make decisions (especially in the context of risk mitigation),
allocate capital or resources, or adapt to changes in the business environment, The Company manages this risk through the measuring and

monitoring of strategic risk appetite metrics. Results are presented on a quarterly basis to the Board and management committees.

Policies and processes

‘The above risk categories are subject to the Company’s risk policies, procedures and risk management strategy and framework.
In addressing each risk type, the Company aims to ensure that:
- Al significant risks are identified, measured, assessed, managed and monitored in a consistent and effective manner across the
Company.
—  Appropriate and reliable risk management tools are deployed to suppont insurance risk management, particularly management
reporting, decision making and capital assessment.
- All Directors, officers and employees are accountable for managing risk in line with the roles and responsibilities which are set out
in detail in the policy.
—  An effective govemance framework is in place to ensure that risk management is embedded in business activity.

. 16. Insurance risk management

Insurance risk is defined as the risk of fluctuations in benefits payable to policyholders including underwriting risk (which covers catastrophe

and non-cat risk), reserve risk and reinsurance risk.
The elements of insurance risk (underwriting, reserving and cutwards reinsurance) are mutually dependent. They are described as follows:

- Underwriting risk (premium risk): This risk, which covers catastrophe and non-catastrophe risk, is defined as risk that actual losses
and expenses on a future underwriting year are greater than the premium income or the risk that actual losses and expenses on unearned
incepted business, which is associated with future premiums for policies previously written, will differ from the expected losses and
expenses.

- Reserve risk: This is the risk that zctual reserves and expenses, associated with policies previously written and eamed, will differ from
the best estimate expected reserves or prove to be inadequate as per the technical provisions. )

- Reinsurance risk: Reinsurance risk is defined as the inability of the ceding company (in this case, the Company) to obtain reinsurance
coverage ai the appropriate time for a reasonable cost. [t does not cover the associated credit risk which is addressed in the Company

credit risk poticy.

Dependencies between insurance risks and other risk types will be taken into account, in particular as regards capital requirements.
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16. Insurance risk management (continued)

Insurance risks are monitored on a regular and tmely basis based on suitable management information. Risks at all relevant levels and over
appropriate geographical areas are measured regularly. This information can then be reported to appropriate parties, such as committees and
Board at a suitable level of aggregation and on a regular basis, typically quarterly. Key risk indicators are used to measure exposure to
insurance risk against risk appetite, based on tolerance criteria. The Company writes liability, property, marine, aviation and transport, credit
and surety and treaty reinsurance, The most significant risks arise from high severity, low frequency events. The concentration of insurance by
the location of the underlying risk is summarised in note 3 of the notes to the financial statements.

Risk mitigation

Transfer:
- Quiwards reinsurance: There is cover in place to protect the Company from concentrations of risk (e.g. catastrophe loss), single large
events and volatility in results. Strict controls are applied in terms of security ratings of all approved reinsurers.

Acceplance:
~  The Company strategy is to employ a prudent approach to underwriting and risk selection.
= Abusiness plan is set and adherence to this is monitored.
- Capital medeling processes are used to ensure that the Company has sufficient capital resources to support its insurance risks.
- The Company writes business only within its risk appetites. : ’

Limitation:
- Catastrophe probable maximum losses (“PMLs") are limited by defined capital tolerance levels at the 1 in 250 year event.
- There are geographical/regional limits in place by line of business to limit concentration risk.
—~  Underwriters have set line size limitations.
—  Maximum concentration limits for third parties are in place.

Concentrations of risk
Concentrations of risk can occur through a number of sources, including but not limited to:

- Natural catastrophe.

- Man-made catastrophe.

= Territorial exposures,

= QOutwards reinsurance counterparties.

- Broker balances or over-reliance on one brokerage firm / source of business.
- Asset holdings by currency, class or counter-party.

—  High dependence across risk categories.

The economic capital modelling processes as employed by the Company, including medelled capital requirements, addresses all elements of

concentration risk, most notably the potential for a clash between categories of risk. The economic capital modelling process also takes account
of diversification effects. Capital mode] outputs are reported on a quarterly basis to the Board and management commitiees.
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16. Insurance risk management {continued)

Catastrophe exposure is the key area of concentration risk within the broader insurance risk definition. This exposure is captured via the exposure
management process, which enables the calculation of PMLs and realistic disaster scenarios. As regards natural catastrophes, key region perils
for the Company are identified and underlying risk data utilised to determine loss potential at associated return periods, External catastrophe
models are used for pricing and exposure rating calculations. These latter calculations are performed gross and net of outwards reinsurance, by
country and by peril within territory. Deterministic stress testing is also used to measure natural catastrophe risk and is the main wo! for
measuring man-made catastrophe risk. Results are presented on a quarterly basis to the Board and management committees.

Stress testing and sensitivity analysis

Stress testing is an important risk management tool utilised by the Company as part of its internal risk management procedures and is also a
key part of the Own Risk and Solvency Assessment (ORSA). Stress testing provides management with information on adverse unexpected
outcomes related to a variety of risks and provides an idea of relative importance and impetus for management action as necessary. Moreover,
stress testing is a tool that supplements other risk management approaches and measures such as risk profile monitoring and exposure
management.

Stress testing covers the following categories:
- Scenario tests - assessing the financial impact on the business of possible future scenarios, e.g., a large catastrophic event or
multiple events. ‘
- Sensitivity tests - assessing the implication of possible alternative assumptions and in particular their impact on available capital.
- Reverse stress tests — assessing the impact and potential management actions in potential stress scenarios where the business would
become insolvent or would have significant impact to the business model resulting in the Company not being able to perform
normal business operations.

The results of sensitivity testing are set out below:

Pre-tax profit for the financial Shareholders’ equi{y at ftnancial
year end year end

2020 2019 2020 2019

Uss uss Uss Uss
5% increase in loss provisions
Net loss (1,976,023) (1,360,199) (1,729,020) (1,190,174)
5% decrease in loss provisions
Net gain 1,976,023 1,360,199 1,729,020 1,190,174
Weather event - industry loss
Net gain/(loss) (8,915,301) (10,160,494) (7,800,888) (8.850,432)

" The Company’s method for sensitivity testing has not changed from the prior financial year.
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16. Insurance risk management (continued)

Claims development tables:

The following tables show the development of claims over a period of time on both a gross and net of reinsurance basis. The top half of the able shows how the estimates of total claims for
each accident year develop over time. The lower half of the table reconciles the cumulative claims to the amount appearing in the balance sheet.

Analysis of claims development 2012 2013 2014 2015 2016 2017 2018 2019 2020 Total
- gross

usDs uUss uUss Uss uss Uss Uss uss Us$ uss
Estimate of ultimate
End of accident year 83,819,842 82,447,770 107,055,650 122,914,092 108,878,234 105,277,492 91,497,334 104,231,418 174,761,094 174,761,094
One year later 81,167,585 78,643,265 103,120,473 116,071,892 116,205,661 107,148,274 92,578,825 128,319,595 128,319,595
Two years later 95,003,087 75,490,020 102,301,257 118,222,437 109,905,128 117,932,363 96,177,940 96,177,940
Three years later 101,633,344 74,969,447 88,453,670 116,748,269 111,646,768 120,256,242 120,256,242
Four years later 91,956,186 65,190,039 80,657,370 119,064,028 114,951,244 114,951,244
Five years later 87,278,595 55,293,735 73,824,913 153,459,497 153,459,497
Six years later 90,148,961 51,156,862 66,115,142 66,115,142
Seven years later 83,240,479 43,155,786 43,155,786
Eight years later 79,421,393 79,421,393
Current estimate of ulimate 79,421,393 43,155,786 66,115,142 153,459,497 114,951,244 120,256,242 96,177,940 128,319,595 174,761,094 976,617,933
claims
Cumnulative payments 73,171,089 38,213,363 53,694,690 126,866,475 83,524,164 71,849,337 43,588,844 34,066,124 13,235,489 538,209,575
In balance sheet 6,250,304 4,942,423 12,420452 26,593,022 31,427,080 48,406,905 52,589,096 94,253,471 161,525,605 438,408,358
Provisions for prior financial 29,165,292
years
Liability in balance sheet 467,573,650

a1
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16. Insurance risk management (continued)

Analysis of claims development -
net

Estimate of ultimate
End of accident year
One year later

Two years later
Three years later
Four years later
Five years later

Six years later
Seven years later

Eight years later
Current estimate of ulimate claims

Cumulative payments

Tn balance sheet

Provisions for prior financial years

Liability in balance sheet

2012 2013 2014 2015 2016 2017 2018 2018 2020 Total
USS US$ USS Uss (=3 53 USS Uss USs uss
7,840,602 7,830,002 9,464,753 11,564,281 10,102,830 .10,155562 9,210,490  10,756906 18,762,610 18,762,610
7424637 7172642 8844625 10943307 10,650,334 9,986,193 9213968 13,345,602 13,345,602
8970979 6673971 8507725 11,263264 10,116,434  10,848676 9,621,715 9,621,715
9,676,783 6564932 7,861,905  10,910445 10,918,180 11,026,820 11,026,820
8910661 6055866 7,349,556 11,017,750 11,485,727 11,485,727
8406349 5034983 6712823 11,465,200 11,465,200
8730,283  4,71498¢ 6,183,569 6,183,569
8,154,723 4,140,461 4,140,461
7,817,607 7,817,607
7817607  4,140461 6,183,569 11,465,200 11,485,727 11,026820 9,621,715 13,345602 18,762,610 93849311
7,765,515 3,716,130 5515756 10,204,806 8569131 6924300 4709982 3895889 1,631,758 3,023,267
52,092 424,331 667,813 1,170,394 2916596  4,102520  4911,733  9,449713  17,130852 40,826,044
(1,305,585)

39,520,459

—_—

42




ALLIED WORLD ASSURANCE COMPANY (EUROPE) DAC

REPORTS AND FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2020

STATEMENT OF ACCOUNTING POLICIES AND NOTES TO THE FINANCIAL STATEMENTS

17. Tangible fixed assets

Cost
As at January 1, 2020
Additions

As at December 31, 2020

Accumulated Depreciation
As at January 1, 2020
Charge for the year

As at December 31, 2020

Net book value at December 31, 2020

Net book value at December 31, 2019

Cost

As at January 1, 2019
Disposals

As at December 31, 2019

Accumulated Depreciation
As at January 1, 2019
Charge for the year

As at December 31, 2019

Net book value at December 31, 2019

Net book value at December 31, 2018

Furniture and Information Leasehold
fittings technology improvements Total
uUs$ uss Uss$ Uss
806,376 1,262,863 6,100,128 8,169,367
- 168,121 - 168,121
806,376 1,430,984 6,100,128 8,337,448
(806,082) (1,250,460) (3,060,829) (5,117,371)
{294) (13,321) (629,991) (643,606)
{806,376) {1,263,781) (3,630,820) {5,760,577)
- 167,203 2,409,308 2,576,511
294 12,403 3,039,259 3,051,996
Furniture and Information Leasehold
fittings technology improvements Total
US$ Uss Uss Uss
806,376 1,262,863 6,038,495 8,107,734
- - 61,633 61,633
806,376 1,262,863 6,100,128 8,169,367
(664,928) (1,202,461) (2,436,543) (4,303,932)
(141,154) (47,999) (624,286) (813,439)
(806,082) {1,250,460) (3,060,829) (5,117,371)
294 12,403 3,029,299 3,051,996
141,448 60,402 3,601,952 3,803,802
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18. Intangible fixed assets

Software
development costs Total
Us$ uUss$
Cost
As at January 1, 2020 ' - -
Additions 803,052 803,052
As at December 31, 2020 803,052 803,052
Depreciation and impairment
As at January 1, 2020 - -
Charge for the year (47,106) (47,106)
As at December 31, 2020 (47,106) (47,106)

Net book value at December 31, 2020 755,946 755,946

Net book value at December 31, 2019 - -

19. Parent company

The Company's parent company is Allied World Assurance Holdings (reland) Lid, a company incorporated in Bermuda. The Company's
ultimate parent and to which the results of the Company are consolidated into is Fairfax Financial Holdings Limited. Copies of the consolidated
ultimate parent financial statements may be cbtained from 95 Wellington Street West, Suite 800, Toronto, Canada.

20. Related party transactions and cash flow statement

Transactions with other companies within the group and cash flow statements are not disclosed as the Company has taken advantage of the
exemptions available under FRS 102 section 33.1(a) and FRS 102 section 1.12(b) respectively, on the basis that the consolidated financial

statements of Fairfax Financial Holdings Limited are publicly available as referred 1o in note 18.

21. Accruals and deferred income

31 Dec 2020 31 Dec 2019

Uss uss

Accruals 14,133,839 13,049,071
Unearned ceding commissions 52,328,131 33,761,243
66,461,970 46,810,314
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22. Lease commitments

The Company leases office space under aperating leases in Dublin and London. The following are the future minimum rental payments as of
December 31, 2020,

31 Dec 2020 31 Dec 2019

USS Uss

One year or less 2,600,282 2,462,702
Between one and three years 4,671,732 4,461,819
Between three and five years 3,634,692 3,928,043
After five years 11,055,522 12,312,201
21,9623_28L 23,164,765

Total rent expenses for the years ended December 31, 2020 and December 31, 2019, were $1,842,316 and $1,861,489 respectively.

.23 Apprﬁval of financial statements

The Directors approved the financial statements on April 7th, 2021.
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