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Summary 

 

The Solvency and Financial Condition Report (“SFCR”) is an element of the improved disclosure and reporting 

introduced under Solvency II, intended to strengthen market discipline for insurers and provide stakeholders with 

additional information over and above that contained in the annual financial statements. The purpose of the SFCR is to 

provide an understanding of the business and performance of the Company, its system of governance, risk profile, 

valuation for solvency purposes and capital management.   

 

Basis of preparation 

The SFCR has been prepared in compliance with Commission delegated regulation (EU) 2015/35 (“the Delegated 

Regulation”), being the applicable European Union regulation, currently retained as UK regulation, using the structure 

set out in annex XX of that document, and in accordance with the Guidelines on reporting and public disclosure (BoS-

15/109) as issued by the European Insurance and Occupational Pensions Authority (“EIOPA”).  

 

Quantitative information is prepared in US dollars, which is the presentational and functional currency of the Company 

and rounded to the nearest thousand. Rounding differences of +/- one unit can occur.   
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Business and performance 

Endurance Worldwide Insurance Limited (“the Company”) is a UK authorised insurer and a wholly owned subsidiary 

of Sompo International Holdings Ltd. ("SIH" or "Sompo International"), which is based in Bermuda. SIH operates 

centralised Actuarial, Investment Management, Reinsurance, Financial Accounting and IT functions that provide 

services for the Company.  The ultimate parent entity is Sompo Holdings, Inc. (“Sompo Holdings”), a holding company 

headquartered in Japan and publicly traded on the Tokyo Stock Exchange.  A Group structure chart is presented in 

Section A.  

 

The Company has a diversified product offering across multiple lines of business. The most material lines include 

General liability and Fire and other damage to property representing 67.3% of total gross written premium. The 

Company operates on a global basis; the most material geographical areas using the Solvency II criteria for classification 

to country include the United Kingdom and the United States of America representing 70.6% of total gross written 

premium.  The following key performance indicators are prepared under UK GAAP basis. 

Amounts in USD’000 unless stated 31 Dec 2022 31 Dec 2021 Movement 

Gross written premium  1,368,900  1,242,956  125,944 

Net earned premiums  375,439  304,751   70,688 

Net underwriting profit  128,222  86,628  41,594 

    

Claims ratio                                63.4%                  69.2%                  (5.8)% 

Underwriting ratio                                

65.8%                  71.6%                  

(5.7)% 

                               65.8%                  71.6%                  (5.8)% 

Combined operating ratio                                76.0%                  84.1%                  (8.1)% 

 

The Company’s success continues to be driven by the core underwriting principles of proper selection, pricing and 

ongoing management of the addition of risks and new lines of business it accepts. During the year 2022, the Company 

has further strengthened its underwriting talent pool, including several senior hires, and has again achieved strong top 

line growth. Business volumes have continued to increase significantly during the year as renewals and new business 

have been more focused to the Company, following a decision to consolidate Sompo UK underwriting under one 

platform and the closure of 'Endurance at Lloyd's' Syndicate with effect from 1 January 2021.  The Company will 

continue to consolidate its position and diversify further into new business areas while concentrating its efforts on 

achieving targeted growth within the insurance portfolio whilst maintaining a relatively stable portfolio of risks from its 

reinsurance operations.  

 

Gross written premium increased by 10.1% from $1,243.0m in 2021 to $1,368.9m in 2022. The increase is 

predominately from the Insurance book where premium increased to $1,139.2m from $991.3m driven by a resilient 

renewal book, strong rate increases and new business across many classes, most significantly across Aviation, Energy, 

Property and Specialty Lines. The Reinsurance book decreased by $22.0m to $229.7m in 2022 due to challenging market 

conditions impacting renewal business across Specialty lines, more specifically Marine and Political risk lines.  
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The Company recorded a claims ratio of 63.4% (2021: 69.2%) for the year ended 31 December 2022, mainly driven by 

benign catastrophe (“CAT”) experience towards the end of 2022. Significant CAT losses during the year include 

Hurricane Ian ($22.7m net) and the US Winter Storm Elliot ($2.3m net).  The Company continues to benefit from its 

outward reinsurance program to manage exposure to such losses.  The impact of COVID-19 remains minimal with 

immaterial development in the year resulting in a net loss of $1.7m in 2022. 

 

The Company generated an underwriting profit of $128.2m for the year (2021: $86.6m), representing a combined ratio 

of 76.0% (2021: 84.1%). The results for the year show a loss on ordinary activities before tax of $(40.9)m (2021: $45.4m 

profit), primarily driven by unrealised losses on investments of $(108.0)m (2021: $(26.5)m loss) but partially offset by 

investment income of $26.7m (2021: $15.9m). The increase in investment income in 2022 compared to the prior year 

was due to repricing of reinvestment yields, as interest rates rose significantly in 2022. The portfolio also experienced 

large influx of cash inflows in 2022, with approximately 30% increase in the book value.  The unrealised investment 

losses in 2022 are as a result of negative mark-to market impact of interest rate rises. Total foreign exchange losses of 

$(43.1)m arose from fluctuations in foreign exchange rates, more specifically Pounds Sterling and Euro against the US 

Dollar, which was notably higher than during 2021. 

 

The global outbreak of COVID-19 in 2020 continues to challenge individuals, companies and governments across the 

world. Measures and strategies implemented since the outbreak have permitted the Company to carry out its business 

and perform its obligations to policyholders, counterparties and regulators, and the impacts from COVID-19 have not 

materially adversely affected its ability to do so. 

 

On 24 February 2022, Russian armed forces launched a military offensive into Ukraine. The Company’s direct exposure 

to the war in Ukraine through its underwriting and investment portfolio has so far been limited. The Company is also 

closely monitoring the indirect impact of the conflict on the Company’s financial condition driven by the conflict’s 

contribution to the global inflationary and recessionary pressures, and the increased volatility in the financial markets. 

 

Headline Consumer Prices Index (“CPI”) inflation in recent periods has been significantly higher than the long-run 

average between 2011-19, which has increased the level of uncertainty in our reserve estimates. In response to this 

increased uncertainty, the Company has built a bespoke inflation reserve model to estimate the potential impact of 

elevated inflation on the reserves. The model applies inflation forecasts for key claims drivers to future calendar year 

reserve payments by year and major portfolio. The results of this model have been contemplated in the Company’s year-

end 2022 reserves. 

 

In late September, early October 2022, Hurricane Ian brought significant wind damage and flooding to Western Cuba 

and the Southeast of the United States, recording a status as one of the costliest Storm’s on record. Despite this, the 

Company has mitigated any material impact through its robust reinsurance arrangements in place. 
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Further detail on the performance of the Company, including technical performance by Solvency II line of business and 

region and the investment performance, is reported in section A.  

 

System of governance 

 

The Board of Directors is the governing body of the Company. The Board is responsible for the strategic oversight of 

the Company and for the establishment and maintenance of a governance environment.  The Board is supported by four 

oversight committees; the Audit Committee, the Risk & Compliance Committee, the Remuneration Committee and the 

Nomination Committee.  

 

The following four Key Functions have been identified as those that support the governance of the firm:  

• An Actuarial Function which is responsible for the calculation of technical provisions, the appropriateness of 

the methods and assumptions used in the calculation of technical provisions, for the assessment of the data used 

in the calculation of technical provisions, for expressing various opinions as required by the Solvency II 

Directive, and for contributing to the effective implementation and operation of the Company’s system of risk 

management. The Actuarial Function reports to the Audit Committee and the Board of the Company on a regular 

basis.  

• An Internal Audit Function which is responsible for the evaluation of the adequacy and effectiveness of the 

Company’s internal control system. The Internal Audit Function reports to the Audit Committee and the Board 

of the Company on a regular basis.  

• A Compliance Function which is responsible for advising the Company on compliance with all relevant 

regulations and legislation to which the Company is subject; as well as for assessing and advising on the impact 

of any changes in such provisions on the operations of the Company, and for the identification and assessment 

of compliance and regulatory risk. The Compliance Function reports to the Risk & Compliance Committee and 

the Board of the Company on a regular basis.  

• A Risk Management Function which is responsible for the implementation of the Company’s system of risk 

management, as well as designing and developing the Company’s risk register. The Risk Management Function 

reports to the Risk & Compliance Committee and the Board of the Company on a regular basis.  

 

No material changes to the system of governance took place over the course of the reporting period.  Further detail on 

the system of governance of the Company, including the risk management system and Own Risk and Solvency 

Assessment (“ORSA”), is reported in section B.  

 

Risk profile 

The Company is exposed to a range of risks that arise out of its underwriting and investment activities as well as its 

general operations. As determined by the Standard Formula, insurance risk is the most material risk to the Company, 

with non-life underwriting risk identified as the predominant insurance risk. The comprehensive reinsurance in place 
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both for specific lines of business and across the whole account substantially limit the net loss potential from any single 

occurrence or aggregation of loss events. 

 

Market risk and counterparty default are other significant risks for the Company, further detail on the current risk profile 

of the Company and related risk management techniques are reported in section C. 

 

The risk profile and corresponding capital requirement for the Company increased during 2022 as the Company 

continues to grow.  

 

Valuation for solvency purposes 

Solvency II provides an assessment of an insurance company’s balance sheet based on the principle of market-consistent 

valuations. Essentially, this means that the value of assets and liabilities reflect the current value at which they could be 

traded in financial markets, rather than their UK GAAP accounting value.  

 

Different approaches are required to determine market-consistent values of an insurance company’s assets and liabilities. 

Some investment assets are traded in sufficiently liquid markets that provide readily available prices, which are generally 

taken to be market values. Assets not actively traded are fair valued using a Solvency II compliant model.  

 

No such market generally exists for insurance liabilities, which are specific to the contract between the firm and the 

policyholder. Solvency II’s interpretation of the market value of insurance liabilities requires insurers to forecast 

expected future liability cash flows and then discount them using risk-free interest rates of an appropriate maturity, to 

arrive at a ‘best estimate’. A ‘risk margin’ is added to this best estimate in order to produce a market-consistent value.  

 

The transitional arrangements related to risk-free interest rate-term structure and deductions referred to in Article 308c 

of Directive 2009/138/EC are not applied in the calculation of technical provisions.  

 

Further detail on Solvency II valuation methods is reported in section D.  

 

 

Capital management 

The Company applies the Standard Formula, a standardised calculation method prescribed in the Delegated Regulation, 

to calculate its Solvency Capital Requirement (“SCR”), which is a quantity of capital that is intended to provide 

protection against unexpected losses over the following year up to a 99.5% confidence level.  The Standard Formula 

follows a modular approach where the overall risk which the Company is exposed to is divided into risk modules, and 

for each module a capital requirement is determined.  

 

The Company has complied continuously with both the Minimum Capital Requirement (“MCR”) and SCR throughout 

the reporting period.    
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Amounts in USD’000 unless stated 

31 Dec 2022 31 Dec 2021 Movement 

Eligible own funds to meet SCR     653,537      533,238       120,299  

Eligible own funds to meet MCR     651,413      514,498       136,915  

    

Solvency capital requirement     381,138      322,496       58,642  

Minimum capital requirement     132,566      114,576       17,990  

    

Ratio of own funds to SCR 171.5 % 165.3 % 6.0% 

Ratio of own funds to MCR 491.4 % 449.0 % 42.0% 

 

Eligible own funds have increased during the period by 22.6% whilst the SCR has increased by 18.2%.  This has resulted 

in an increase in the Solvency ratio from 165.3% in 2021 to 171.5% in 2022. The primary driver of the increase in the 

SCR was the increased business volumes and technical reserves. 

 

Own funds classified by tiers are as follows: 

Amounts in USD’000 

31 Dec 2022 31 Dec 2021 Movement 

Tier 1  651,413   514,498   136,915  

Tier 2  —   —   —  

Tier 3  2,124   18,740   (16,616) 

  653,537   533,238   120,299  

 

Tier 1 own funds consists of ordinary share capital and share premium account relating to ordinary share capital of 

$346.3m and $311.9m respectively (2021: $346.3m and $261.9m) following a $50.0m capital injection during 2022, 

and a reconciliation reserve deficit of ($6.8)m (2021: ($93.7)m). These basic own fund items are immediately available 

to absorb losses and have no duration restrictions.  The reconciliation reserve consists of excess of assets over liabilities, 

after the deduction of basic own funds items. 

 

Tier 3 own funds consists of an amount equal to the value of net deferred tax assets.  

 

All Tier 1 own funds are eligible to cover the MCR and all own funds are eligible to cover the SCR.    

 

Further detail on capital management is reported in section E.  
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A. Business and Performance 

A.1 Business  

A.1.1 Name and legal form 

The Company is a limited liability company incorporated in England.  

 

The Company is fully owned by its immediate parent company, Endurance Worldwide Holdings Limited (“EWHL”) 

incorporated in London, England. The ultimate parent entity is Sompo Holdings, Inc. (“Sompo Holdings”), a holding 

company headquartered in Japan and publicly traded on the Tokyo Stock Exchange.       

 

A.1.2 Supervisory authority and group supervisor 

The Company is supervised by both the PRA and the Financial Conduct Authority (“FCA”).  Their respective contact 

details are: 

Prudential Regulation Authority                                         

 20 Moorgate        

 London EC2R 6DA      

 United Kingdom      

 +44 20 3461 7000 

 PRA.FirmEnquiries@bankofengland.co.uk   

 

Financial Conduct Authority Bank of England 

12 Endeavour Square, 

London E20 1JN 

United Kingdom 

 

SIH's Group supervisor is: 

 The Bermuda Monetary Authority 

 BMA House 

 43 Victoria Street 

 Hamilton HMJX 

 Bermuda 

 + 441 295 5278 

 insuranceinfo@bma.bm  
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Sompo Holdings’ group supervisor is: 

 Japan Financial Services Agency 

 3-2-1 Kasumigaseki Chiyodaku Tokyo, 100-8967 

             Japan 

            +81-(0)3-3506-6000 

            equestion@fsa.go.jp 

 

A.1.3 External auditor 

 Ernst & Young LLP 

 25 Churchill Place 

London E14 5EY 

 United Kingdom 

 

A.1.4 Group structure 

Sompo Holdings operates worldwide and is publicly traded on the Tokyo Stock Exchange. The Company is a fully 

owned member of a sub-group (Sompo International Holdings Ltd, "SIH") which at 31 December 2022 wrote insurance 

and reinsurance business through its 22 operating subsidiaries domiciled in and across North America, South America, 

Europe and Asia. Figure A.1.5 below depicts an abridged structure chart for the relevant UK legal entities and their 

position within the wider Group.    

 

Fig. A.1.5 
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A.1.5 Material lines of business and material geographical areas  

The Company has a diversified product offering, across multiple lines of business.   The following table sets out the 

gross premiums written by material Solvency II line of business.  

Amounts in USD’000 31 Dec 2022 31 Dec 2021 Movement 

Fire and other damage to property insurance  486,810   467,071   19,739  

General liability insurance  434,807   389,210   45,597  

Marine, aviation and transport insurance  202,655   153,214   49,441  

Non-proportional casualty reinsurance  128,577   115,867   12,710  

Credit and surety insurance  79,074   73,266   5,808  

Other  36,977   44,328   (7,351) 

  1,368,900   1,242,956   125,944  

 

The Company operates on a global basis; the following table sets out the gross premiums written by material 

geographical area using the Solvency II criteria for classification to country.  

Amounts in USD’000 31 Dec 2022 31 Dec 2021 Movement 

United Kingdom  590,532   585,052  5,480 

United States of America  376,949   316,318  60,631 

Canada  79,624   31,592  48,032 

Australia  43,051   22,615  20,436 

Switzerland  21,130   18,114  3,016 

Mexico  17,888   15,118  2,770 

Other  239,726   254,147  (14,421) 

   1,368,900   1,242,956   125,944  

    
 

 

A.1.6 Significant events during the reporting period 

The following significant events occurred during the reporting period: 

• On 24 February 2022, Russian armed forces launched a military offensive into Ukraine. The Company’s direct 

exposure to the war in Ukraine through its underwriting and investment portfolio has so far been limited. The 

Company is also closely monitoring the indirect impact of the conflict on the Company’s financial condition 

driven by the conflict’s contribution to the global inflationary and recessionary pressures, and the increased 

volatility in the financial markets. 

• On 28 October 2022 the Board of Directors of the Company passed written resolution for a USD $50.0m capital 

contribution from its parent Endurance Worldwide Holdings Limited in exchange for the issuance of one share 

in the Company. 

• Headline Consumer Prices Index (“CPI”) inflation in recent periods has been significantly higher than the long-

run average between 2011-19, which has increased the level of uncertainty in our reserve estimates. In response 

to this increased uncertainty, the Company has built a bespoke inflation reserve model to estimate the potential 

impact of elevated inflation on the reserves. The model applies inflation forecasts for key claims drivers to 

DocuSign Envelope ID: B0D80C8F-35E5-4A97-B034-02309F9B7D02



 

  12 

future calendar year reserve payments by year and major portfolio. The results of this model have been 

contemplated in the Company’s year-end 2022 reserves. 

• In late September, early October 2022, Hurricane Ian brought significant wind damage and flooding to Western 

Cuba and the Southeast of the United States, recording a status as one of the costliest storms on record. Despite 

this, the Company has mitigated any material impact through its robust reinsurance arrangements in place. 

 

A.2 Underwriting Performance  

During 2022, the gross written premium increased by 10.1% from $1,243.0m in 2021 to $1,368.9m in 2022. The increase 

in gross written premium is predominately from the Insurance business driven by a resilient renewal book, strong rate 

increases and new business across many classes as a result of Syndicate business transitioning to the Company with 

effect 1 January 2021. The Reinsurance portfolio decreased by 8.7% to $229.7m mainly due to challenging market 

conditions impacting renewal business. The Reinsurance business is conducted mainly through the Zurich branch 

("EWIZ") which offers reinsurance contracts to clients in Switzerland and abroad, with a focus on European business 

and clients within specialty lines. Reinsurance business is also conducted in the London operation with a focus on 

General Liability.  

 

The majority of growth in gross written premiums on a solvency II line of business is from new business on the Marine, 

Aviation and Transport class (year on year increase of $49.4m, General Liability class (year on year increase of $45.6m), 

the Fire and Other Damage to Property class (year on year increase of $19.7m), and the Non-proportional casualty 

reinsurance class (year on year increase of $12.7m). 

 

Net earned premiums have increased by $70.7m. The Company continues to mitigate insurance risk via reinsurance 

arrangements, both internal and external, through a combination of facultative, excess of loss and quota share covers. 

This approach provides additional capacity for growth and thereby allows further diversification of risk, contributes 

towards the direct expenses associated with growing an insurance franchise, and supports expansion into profitable lines 

of business. 

 

The underwriting result is $128.2m for the year under UK GAAP, being earned premiums, less claims incurred, less 

acquisition costs, including change in deferred acquisition costs, all net of reinsurance. This differs to the presentation 

of the tables below prepared in accordance with the requirements of S.05.01, where administrative and investment 

management expenses have been included with “other expenses”, resulting in a technical result of $88.7m. 

DocuSign Envelope ID: B0D80C8F-35E5-4A97-B034-02309F9B7D02



 

  13 

Amounts in USD’000 Direct and proportional Non-proportional 
31 Dec 

2022 

 

Fire and 

other 

damage to 

property 

General 

liability 

Marine, 

aviation 

and 

transport 

Other Casualty Property Other Total 

Gross earned premium  478,029  405,437 176,264 83,028 122,196 11,622 10,846 1,287,422 

Reinsurers' share  (359,095) (277,212) (122,280) (60,739) (74,571) (10,162) (7,925) (911,984) 

Net earned premium  118,934  128,225 53,984 22,289 47,625 1,460 2,921 375,438 

         

Gross claims incurred  369,031  246,354 82,770 29,732 67,870 5,161 6,584 807,502 

Reinsurers' share (276,123) (174,226) (61,986) (3,437) (47,724) (3,379) (5,682) (572,557) 

Net claims incurred 92,908 72,128 20,784 26,295 20,146 1,782 902 234,945 

         

Acquisition costs 1,524 5,036 2,585 2,252 (1,389) (690) (41) 9,277 

Other expenses* 12,548 7,724 9,728 5,410 5,557 436 1,081 42,484 

         

Technical result 11,954 43,337 20,887 (11,668) 23,311 (68) 979 88,732 

*The table above is consistent with the requirements of S.05.01, where claims management expenses are included within expenses under SII, whereas under UK 

GAAP they are included within net claims incurred. 

 

Amounts in USD’000 Direct and proportional Non-proportional 
31 Dec 

2021 

 

Fire and 

other 

damage to 

property 

General 

liability 

Marine, 

aviation 

and 

transport 

Other Casualty Property Other Total 

Gross earned premium  409,741   301,071   130,434   72,204   97,653   15,248   12,180   1,038,531  

Reinsurers' share  (298,881)  (202,907)  (94,635)  (59,516)  (57,055)  (11,845)  (8,941)  (733,780) 
Net earned premium  110,860   98,164   35,799   12,688   40,598   3,403   3,239   304,751  

         
Gross claims incurred  246,023   188,584   42,551   27,912   69,799   10,402   6,101   591,372  
Reinsurers' share  (167,011)  (123,774)  (40,584)  (22,071)  (38,406)  (8,355)  (4,412)  (404,613) 
Net claims incurred  79,012   64,810     1,967   5,841   31,393   2,047   1,689   186,759  

         
Acquisition costs 5,315 2,005 619 1,114 (1,219) (382) (120) 7,332 

Other expenses* 16,205 11,358 8,125 2,047 6,723 85 996 45,539 

         
Technical result 10,328 19,991 25,088 3,686 3,701 1,653 674 65,121 

*The table above is consistent with the requirements of S.05.01, where claims management expenses are included within expenses under SII, whereas under UK 

GAAP they are included within net claims incurred. 

 

The Company recorded a gross claims ratio of 63.4% (2021: 69.2%) for the year ended 31 December 2022, mainly 

driven by benign catastrophe (“CAT”) experience towards the end of 2022. Significant CAT losses during the year 

include Hurricane Ian ($22.7m net) and the US Winter Storm Elliot ($2.3m net). The Company continues to benefit 

from its outward reinsurance program to minimise these projected ultimate losses. The impact of COVID-19 remains 
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minimal with some adverse deterioration in the year of $1.7m (net). The gross acquisition ratio at 16.2% is stable 

compared to prior year.  The net acquisition ratio has increased marginally from 2.4% in 2021 to 2.5% in 2022.  

 

General and administrative expenses have slightly decreased to $38.0m (2021: $38.2m) broadly aligned with prior year. 

Ceding commissions included within general and administrative expenses remain consistent and proportionally in line 

with 2021.   

*The table above is consistent with the requirements of S.05.02, where claims management expenses are included within expenses under SII, whereas under UK 

GAAP they are included within net claims incurred. 

*The table above is consistent with the requirements of S.05.02, where claims management expenses are included within expenses under SII, whereas under UK 

GAAP they are included within net claims incurred. 

  

The largest increase in gross earned premium in 2022 were seen across Canada, United Kingdom and the United States, 

with the Company's insurance premium base very much London Market centric as well as increased Group focus. 

        31 Dec 2022 

Amounts in USD’000 

United 

Kingdom 
USA Canada Australia Switzer-

land 
Mexico Other Total 

 
Gross earned premium  555,127   343,267   79,927   36,043  24,999 14,866 233,193  1,287,422  

Reinsurers' share  (369,370)  (251,906)  (55,942)  (25,080) (17,997) (12,039) (179,650)  (911,984) 

Net earned premium  185,757   91,361   23,985   10,963  7,002 2,827 53,543  375,438  

         

Gross claims incurred  323,717   273,136  36,061

  

 21,845

  
22,914 3,360 126,469  807,502  

Reinsurers' share  (214,818)  (203,974) (25,990) (15,753) (19,105) (2,728) (90,189)  (572,557) 

Net claims incurred  108,899

  

     69,162

  

 10,071

  
 6,092  3,809 632 36,280  234,945 

         

Total expenses* 19,689 16,243 6,026 2,061 1,118 262 6,362 51,761 

         

Technical result 57,169 5,956            7,888 2,810 2,075 1,933 10,901 88,732 

        31 Dec 2021 

Amounts in USD’000 

United 

Kingdom 
USA Brazil Bermuda Canada Australia Other Total 

 
Gross earned premium  499,445   282,728   28,653   8,775   12,819   13,295   192,816   1,038,531  

Reinsurers' share  (328,737)  (208,960)  (24,457)  (6,340)  (9,216)  (9,588)  (146,482)  (733,780) 
Net earned premium  170,708   73,768   4,196   2,435   3,603   3,707   46,334   304,751  

         
Gross claims incurred  294,732   166,063   16,499   5,256   4,164   7,357   97,301   591,372  
Reinsurers' share  (179,245)  (116,289)  (13,673)  (3,591)  (2,836)  (4,997)  (83,982)  (404,613) 
Net claims incurred  115,487   49,774   2,826   1,665   1,328   2,360   13,319   186,759  

         
Total expenses*  29,257   14,906   551   384   1,645   592   5,536   52,871  

         

Technical result  25,964   9,088   819   386   630   755   27,479   65,121  
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A.3 Investment Performance  

Net investment income increased by $10.9m versus the prior year.  The increase in net investment income is the result 

of significantly higher reinvestment yields on a larger portfolio as repricing of interest rates continue.  

Amounts in USD’000 unless stated 31 Dec 2022 31 Dec 2021 Movement 

Interest income – cash and deposits  1,035  139  896 

Interest income – collateralised securities  8,817  5,874  2,943 

Interest income – collective investments  100  2  98 

Interest income – corporate bonds  14,151  9,467  4,684 

Interest income – government bonds  3,985  4,298  (313) 

Amortisation  (1,388)  (3,863)  2,475 

Investment expenses  (1,537)  (1,621)  84 

Net investment income  25,163  14,296  10,867 

    

Ending portfolio market value  1,296,283  1,135,087  161,196 

Ending book yield 2.65 % 1.44 % 1.21% 
*The details of investment income by asset category are consistent with the requirements of QRT S.09.01 

Realised and unrealised investment gains and losses, including foreign exchange gains and losses, have deteriorated in 

the current year as follows: 

Amounts in USD’000 unless stated 2022 2021 

 Realised Unrealised Realised Unrealised 

Gains/(losses) – cash and deposits  781   (4,221)  27   (172) 

Gains/(losses) – collateralised securities  (2,160)  (32,987)  (5,614)  (2,221) 

Gains/(losses) – collective investments  —  (1,740)  —   (1,263) 

Gains/(losses) – corporate bonds  (9,220)  (74,654)  (940)  (16,466) 

Gains/(losses) – government bonds  (5,758)  (24,305)  (2,324)  (7,426) 

Gains/(losses) – derivatives (3,907) 1,811 — — 

   (20,264)   (136,096)   (8,851)   (27,548) 

*The details of (un)realised gains and losses  by asset category are consistent with the requirements of QRT S.09.01 

 

There are no investment gains or losses recognised directly in equity.  

 

A.3.1 Investments in securitisation 

The Company held $393.4m of securitised assets at 31 December 2022, 30.0% of the total investment portfolio (2021: 

$229.9m, 20.0% of the total investment portfolio).   
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A.4 Performance of other activities  

Due to the strengthening of USD in the year (primarily against GBP and EUR), the Company recognised $(43.1)m of 

foreign exchange losses in the year ended 31 December 2022 ($8.2m foreign exchange gains for prior year ended 31 

December 2021). 

  

A.4.1 Leasing arrangements 

The Company is party to two 10-year operating leases for land and buildings. The first was entered into on 27 January 

2015 and the second was entered into on 16 February 2018.  The Company had the option to terminate both lease 

agreements from the break date of 16 February 2023 which it did not exercise.  

 

These are valued differently under UK GAAP to Solvency II, please refer to Sections D.1 and D.3 for further details. 

 

The Company is not party to any material financial lease arrangements.  

 

A.5 Any other information  

There is nothing further to report regarding the business and performance of the Company.  
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B. System of Governance 

B.1 General information on the system of governance  

The Company adheres to high standards of corporate governance based on a framework and culture designed to ensure 

the responsible and effective management of the Company, its operations and to protect its customers. 

 

The Board of Directors, which consists of both executive and non-executive directors, is the Company’s governing body 

and has ultimate responsibility for the sound and prudent management of the Company.  The Board is required to perform 

this role with integrity, due care, and professional skill.  In addition to having responsibility for strategic oversight, the 

Board is responsible for the establishment and maintenance of a governance environment which meets the requirements 

and obligations of the Company’s regulators and the legal framework in which the Company operates.  

 

The Board has documented terms of reference in place, which includes a list of matters reserved to the Board.  In 

addition, the Board is supported by four Board Committees:  

• An Audit Committee, which is chaired by and includes non-executive directors and is responsible for oversight 

and challenge of the financial and internal controls of the Company and the integrity of statutory reporting and 

financial statements.  

• A Risk & Compliance Committee, which is chaired by and includes non-executive directors and is responsible 

for the oversight of the Company’s framework of risk management and compliance with regulatory 

requirements and expectations.  

• The Remuneration Committee is responsible for oversight of the firm’s remuneration arrangements including 

the adherence to regulatory requirements.   

• The Nomination Committee is responsible for oversight of the firm’s process for succession planning and the 

appointment of senior staff.  
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The Company has also established certain management committees, made up of executive management, which provide 

more granular oversight and review of the business and operations of the Company and which report to the Board. The 

Board and committee governance structure is as shown below. 

 

 

B.1.1 Key Functions 

As required by articles 268 to 272 of the Commission Delegated Regulation (EU) 2015/35 of 10 October 2014 ("the 

Delegated Regulation"), the following four Key Functions and associated reporting lines are incorporated into the 

Company’s organisational structure.  These Key Functions are provided with the necessary authority and resources to 

carry out their role by the Board of the Company and each are operationally independent.   

• The Actuarial Function is responsible for the calculation of technical provisions, the appropriateness of the 

methods and assumptions used in the calculation of technical provisions, for the assessment of the data used in 

the calculation of technical provisions, for expressing various opinions as required by the Solvency II Directive, 

and for contributing to the effective implementation and operation of the Company’s system of risk management 

in particular with respect to the risk modelling underlying the calculation of the SCR and MCR and to the 

Company's ORSA.  The Actuarial Function reports to the Audit Committee and the Board of the Company on 

a regular basis.  

• The Internal Audit Function is responsible for the evaluation of the adequacy and effectiveness of the 

Company’s internal control system.  The Internal Audit Function reports to the Audit Committee and the Board 

of the Company on a regular basis.  
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• The Compliance Function is responsible for advising the Company on compliance with all relevant 

regulations and legislation to which the Company is subject; as well as for assessing and advising on the 

impact of any changes in such provisions on the operations of the Company, and for the identification and 

assessment of compliance and regulatory risk.  The Compliance Function reports to the Risk & Compliance 

Committee and the Board of the Company on a regular basis. Whilst the ultimate responsibility for 

compliance rests with the Board, day to day responsibility for the Compliance function is delegated to the 

Head of Compliance. However, in order for the Head of Compliance to be able to carry out this role, 

continuous access to all Board members is assured. 

• The Risk Management Function is responsible for the implementation of the Company’s system of risk 

management, including the development and maintenance of the Company’s risk register.  The Risk 

Management Function reports to the Risk & Compliance Committee and the Board of the Company on a regular 

basis. The Risk Function provides consolidated reporting to the Operations Committee and Risk & Compliance 

Committee of the Board, escalating any control gaps/issues identified by Risk Owners through the Risk & 

Control Self-Assessment ("RCSA") which expose the Company to unacceptable levels of operational risk.  

 

Key Function Holders are required to adhere to the Fit and Proper policy, the details of which are described in section 

B.2.    

 

B.1.2 Remuneration policy 

B.1.2.1 Remuneration Policies and Performance-based Criteria 

The compensation and performance based criteria currently in place for employees consists of four principal elements 

of compensation: base salary, annual incentive compensation, long-term incentive compensation, and employee 

benefits/other compensation.   

 

Base salary is the guaranteed element of the employee’s compensation structure and is paid to employees for ongoing 

performance throughout the year.    

 

The annual incentive compensation program supports both the SIH Group’s and the Company’s strategy by linking a 

significant portion of its employees’ total compensation to the achievement of critical business goals on an annual basis.  

All employees are eligible to earn annual incentive compensation, the annual target for the incentive program being 

dependent on the employee’s level within the organisation.     

 

The Company's Remuneration Committee along with the SIH Nomination & Compensation Committee (the 

“Committees”) believe the inclusion of long-term incentive compensation in the SIH compensation structure fosters the 

appropriate perspective in management, given that the ultimate profitability of the insurance or reinsurance underwritten 

by SIH may not be fully known for many years.  In addition, the Compensation Committee seeks to align the interests 

of SIH's employees with SIH's shareholders to the greatest extent practicable. Finally, long-term incentive compensation, 

which potentially is forfeited in the event of the departure of an employee from SIH, has the ability to retain valuable 
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executive talent within the organisation. Each of the Senior Executive Officers, Senior Vice President and Executive 

Vice President level employees are eligible to earn long-term incentive compensation.  The Company's Remuneration 

Policy also makes provision for variable remuneration payable to senior members of staff to comply with the 

expectations set down in Article 275 of the Solvency II Directive. 

 

Annual incentive and long term incentive awards are discretionary and are based upon a combination of SIH, Company 

and employee performance. The incentive pools are set based on achieved SIH and Company performance against 

agreed objectives at the beginning of the performance year.  The individual award is then determined based on individual 

performance.   

 

Employees are offered a market driven core set of employee benefits in order to provide a reasonable level of financial 

support in the event of an employees’ illness or injury and enhance productivity and job satisfaction through programs 

that focus on employees’ health and well-being. In the Company, employees’ basic benefits include private medical, 

private dental, private GP coverage, disability insurance, critical illness insurance and life insurance. All employees are 

automatically enrolled in the defined contribution Personal Retirement Savings Scheme.  

 

Non-Executive Directors of the Company’s Board of Directors are paid a fixed monthly fee for their services plus agreed 

expenses. 

  

B.1.2.2 Supplementary Pension and/or Early Retirement Schemes 

The Company does not have any supplementary pension programs or early retirement schemes for any of the members 

of its Board of Directors nor any of the senior executives.  

 

B.1.3 Material transactions during the reporting period with shareholders, persons who exercise a 

significant influence on the Company and with members of the board 

The Company did not have any material transactions in the reporting period with persons who exercise significant 

influence or senior executives other than those associated with the compensation arrangements previously disclosed. 

 

The Company enters into transactions with other Sompo Holdings group entities in the normal course of business.  The 

most material transactions are the reinsurance cessions to the Company’s parent companies, Endurance Specialty 

Insurance Ltd (“ESIL”) and Sompo Japan Insurance Inc. (“SJI”).    

 

The Company also has a Net Worth Agreement with ESIL which will enable the Company to maintain capital resources 

in an amount equal to 150% of the Company's Solvency Capital Requirement. The Net Worth Agreement also has a 

liquidity provision should the Company have insufficient funds to make a required payment for any valid claims under 

the policies issued by the Company and valid claims of financial creditors as they fall due for payment. 
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B.2 Fit and proper requirements 

There is a Fit and Proper policy to which all members of the Board, Key Function Holders, and persons within and 

working on behalf of the Company who might from time to time be captured by the Fit and Proper requirements set out 

in the Directive must adhere. Additionally, certain members of staff are required to comply with the Conduct Standards 

and Conduct Rules set forth by the PRA and FCA respectively.  These rules apply to a differing extent according to 

whether individuals have been identified as being Senior Managers or Certified Persons under the Senior Managers and 

Certification Regime or if they are deemed to not be performing a purely ancillary role (in which case they also have to 

comply with the Conduct Rules).   

 

The Fit and Proper policy requires that where a person is captured by the Fit and Proper requirements that person must 

be assessed against the relevant fit and proper criteria applicable to the role including but not limited to honesty, integrity, 

reputation, competence, capability, and financial soundness.   

 

The Fit and Proper policy (which is supplemented by the Senior Managers and Certification Regime Policy for relevant 

staff) requires that an annual assessment of a person’s fitness and propriety (where such person is subject to the relevant 

requirements) should be carried out at the time of first recruitment and on a regular (at least annual) basis thereafter.  

The policy states that:  

• Persons (who are subject to the fit and proper requirements) should be assessed for the ability to carry out their 

role in compliance with relevant regulatory requirements, principles, and rules;  

• Persons should be assessed for their competence, both in terms of management and technical ability;  

• Persons should be subject to annual appraisal to ensure that all the key skills relating to the role remain at a 

suitable level; and  

• Persons should be subject to a documented programme of professional development to ensure that they remain 

technically and professionally competent.  

 

This annual assessment of an individual’s fitness and propriety forms part of the ongoing annualised assessment of 

Senior Managers and Certified Persons that we are required to undertake as part of the Senior Managers and Certification 

Regime. 

 

B.3 Risk management system including the Own Risk and Solvency Assessment 

B.3.1 Risk management strategy 

The Company’s risk strategy is aligned to the business objectives of the Company.  As a specialty (re)insurer operating 

in the international insurance and reinsurance marketplace it is central to the achievement of the Company’s business 

objectives that it seeks insurance and investment risk through the specialty products that it underwrites, and the 

investments made with the assets of the business.  In undertaking this activity the Company accepts exposure to other 

risks that it does not seek and for which it is not rewarded.  

 

The principles underpinning the Company’s risk management strategy include: 
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• The Company sees risk as more than just a potential for loss, but also as a potential for opportunity; 

• The Company only seeks risks that it has the capabilities and expertise to understand and to manage; 

• The Company only accepts risks it seeks that provide a level of reward commensurate with the risk assumed; 

• The Company uses its people, systems, processes and controls to minimise its exposure to risks that it does not 

seek and for which it is not rewarded, subject to cost benefit considerations; and 

• The Company defines the risk preferences and tolerances within which it will normally operate to achieve its 

business objectives. 

The Company’s approach to risk management is based upon the belief that risk management activity should be 

embedded across the business, leverage a diversity of skills, tools and people whilst being supported by a strong culture 

of risk awareness and engagement.  In particular, the risk management system is designed to support the successful 

execution of the Company's business strategy by aligning the risk appetite to business objectives and inculcating a risk 

management culture that influences decisions from board level through to individual employees.  

Risk management responsibilities are clearly defined across the company and are segregated across three ‘lines of 

defence’ that vary in the level of independence they have from the day-to-day running of the organization, specifically:  

• The first line of defence, business risk management, describes the infrastructure of processes, systems and 

controls owned by members of the business charged with responsibility for day-to-day operations.  Ownership 

for each of the identified business risks is allocated to an appropriate member of the management team who is 

responsible for the design and operating effectiveness of the associated control framework in place to manage 

risk.   

• The second line of defence, risk management, describes the risk oversight activity, encompassing risk 

assessment, monitoring and reporting, undertaken by the both the Risk and Compliance functions.  Specific 

attention is given to monitoring how the risk profile of the Company compares to the Board approved appetite 

statements regarding risk preference and tolerance.  The risk function may provide support and guidance to the 

first line with respect to the design of their control framework.  

• The third line of defence, internal audit, describes the risk assurance work done independently of the operation 

of the business and the risk function to determine that controls are being operated adequately, risks assessed 

appropriately and that the risk management framework remains effective.  

The Board has overall responsibility for approving the strategy and risk appetite of the Company at least annually.  The 

Board has delegated responsibility for overseeing the risk management framework to the Risk & Compliance Committee 

which meets quarterly to receive reports and management information from the Chief Risk Officer who is responsible 

for the risk function. 

 

The risk governance of the Company also benefits from group-level management committees and risk forums including 

the SIH Management Risk Committee, which is responsible for the implementation of the group-wide ERM framework, 

and its risk sub-committees; these are specialist groups responsible for the identification, assessment and management 

of specific drivers of risk across the enterprise.  
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B.3.2 Risk management system 

The risk management system of the Company encompasses the following key components: risk identification and 

assessment; interaction with the decision-making process; risk reporting; and the risk governance structure. The risk 

management system supports the business in monitoring strategy execution and also in informing decisions around the 

evolution of the strategy over time.  

The risk management system operates in the following ways:   

I) Identify: The Company has a strong risk culture promoted by business leadership and supported by the 

remuneration structure.  Risk is seen as more than just a potential for loss, but also as a potential for opportunity.  

A proactive approach to developing and maintaining risk awareness is built into the Company’s processes and 

is an important consideration spanning the management of both the asset and liability sides of the balance sheet.   

II) Assess: The Company maintains a collaborative approach to assessing risk and performance, generating insight 

and preserving consistency by bringing an appropriate mix of disciplines, perspectives and tools together to 

address the challenges of quantifying risk and of understanding uncertainty.  Underpinning this, the Company 

has established a robust framework for the development of risk intelligence internally, the acceptance of 

externally developed risk intelligence, and the on-going review and independent validation of utilised 

intelligence.  

III) Respond: The Company has established processes, systems and management information to embed risk and 

performance analytics in the decision-making framework across the business.  Systems have been established 

to synthesize and deliver risk insight to the point of decision making whilst processes are maintained to ensure 

continued engagement between decision makers and analytics teams.  

IV) Monitor: The Board approves the policies, appetites and tolerances.  A suite of risk management reports is 

provided to oversight and management committees to assist them in discharging their delegated oversight and 

decision-making responsibilities. The business implements a control environment which describes how the 

business should operate to remain within risk appetites and assigns individual accountability for identified risks 

and key business controls.  The business implements a control environment which is designed to operate within 

defined risk appetites and assigns individual accountability for identified risks and key business controls, 

documented in the risk register.  

 

The Company’s internal audit function considers the risk management framework in the development of its audit 

universe and annual risk-based audit plan.  In executing the audit plan a feedback loop exists where the recommendations 

arising from review of the control environment are considered by management and the risk function and, as appropriate, 

reflected in the risk register.    

 

Training on the risk management framework and specifically risk appetites is provided to the Board, management and 

all staff, as appropriate, regularly.  
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B.3.3 Risk appetite framework 

The Company’s operations are subject to risk appetite statements defining the boundaries within which the Company is 

expected to operate when pursuing its strategy and that enable management and the Board to focus on meaningful high-

level targets at the intersection of strategy, risk and solvency.  

 

Risk appetite statements are articulated at three different levels.    

• The highest-level statements, “Risk Strategy Statements”, describe the Company's risk preference and 

overarching risk objective.   

• Associated with each of these statements is a series of “Board Level Risk Appetite Statements” which reference 

specific key risk indicators and for each define risk tolerances within which the risk profile would normally be 

expected to operate.    

• Supplementing both the Risk Strategy Statements and Board Level Risk Appetite Statements are a series of 

“Management Level Monitoring Statements”.  These refer to more detailed specific metrics and associated 

tolerances/targets that business risk management (1st line) operate the business with reference to.  These risk 

profile characteristics are overseen by the 2nd line, risk management, and deviations from specified 

tolerances/targets at this operational level are reported to the Board for discussion on an exception basis. 

Together these provide an objective basis for the ongoing assessment and monitoring of the risk profile that is 

linked to the objectives of the business. Supplementing both the Tier 1 and 2 risk appetite statements are a series 

of risk monitoring statements.  These refer to specific metrics and associated tolerances/targets that business 

risk management (1st line) operate the business with reference to.  These risk profile characteristics are overseen 

by the 2nd line, risk management, and deviations from specified tolerances/targets at this operational level are 

reported to the Board for discussion on an exception basis.  The lines of defence are explained further in section 

B.4.  

 

B.3.4 Risk management responsibilities 

The Board has overall responsibility for approving the strategy and risk appetite of the Company at least annually. The 

Board has delegated responsibility for overseeing the risk management framework to the Risk and Compliance 

Committee which meets quarterly to receive reports and management information from the Chief Risk Officer who is 

responsible for the risk function.  

 

The Board of Directors - Governing Body 

The Board has ultimately responsibility for the Company’s risk management and approves this Risk Management Policy, 

including risk appetite statements and tolerances, at least annually.  

 

Risk and Compliance Committee ("R&CC") - Oversight Body  

The R&CC is responsible for the oversight of management within the Company.  The R&CC also supervises the 

development and implementation of an organisation-wide approach to the identification, assessment, communication, 

and management of risk in a cost-effective manner.  
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The R&CC has appointed a Chairperson and meetings are attended by representatives from the Company's senior 

management and the SIH Commercial Chief Executive Officer.  

 

Audit Committee - Oversight Body  

The Audit Committee is responsible for the oversight of reviews conducted by the Internal Audit Function that are 

designed to provide management and the Audit Committee with assurance regarding the Company's risk management 

processes and internal control systems.   

 

Management Committees / Body - Management Committee / Body  

The Underwriting Committee is responsible for the oversight of the Company’s underwriting processes, procedures and 

controls, approval of any amendments to underwriting policy and guidelines, and monitoring of the Company’s risk 

exposures.  The Operations Committee is responsible for, among other things, oversight of the day-to-day operations of 

the Company (e.g. claims handling, human resources, facilities), including the assessment and monitoring of operational 

risk. 

 

B.3.5 Own risk and solvency assessment process 

The Company operates under the jurisdiction of the PRA which, under Solvency II Pillar 2, sets out the ORSA 

requirements. The ORSA requires the firm to assess all of the current and possible future risks it has within its business 

to determine the level of capital needed to mitigate these risks.  

 

The Company conducts its ORSA each quarter to assist the Board in making strategic decisions.  The reports are 

presented to the Risk & Compliance Committee and the Board of Directors quarterly, and approved for regulatory 

submission annually.    

 

The ORSA process:  

• Involves both a quantitative and qualitative evaluation of the Company’s existing, strategic and emerging risks, 

including stress and scenario testing.   

• Provides for the regular determination of the Company’s current and future solvency position and the 

determination of the Own Funds necessary to ensure its capital needs are met at all times.  

• Is appropriately evidenced, documented and described in the ORSA reporting that is prepared at least annually 

and reported to the Board.  

 

The Board has ultimate responsibility for ensuring the ORSA process is executed in accordance with the ORSA policy.  

The risk management function has day-to-day responsibility for conducting the ORSA process and producing ORSA 

reporting with assistance from the actuarial and other supporting functions.  

 

The ORSA process allows the Board to assess the current and potential future risks facing the Company to better 

understand the risk profile and to ensure that the Company is operating within its risk appetite and target solvency 
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requirements. The ORSA also informs Senior Management and the Board on the level of capital resources needed to 

support the business plan. The information provided within the ORSA guides any risk mitigation actions, reassessment 

of risk profile and strategy, and decisions with regards to capital management.    

 

The Company has determined that the Solvency II Standard Formula, as approved by the PRA, which encompasses the 

primary drivers of risk exposure, is appropriate to use to calculate the required solvency capital needs. The Standard 

Formula employs a mathematical model that provides a risk-based framework to determine appropriate levels of 

capitalisation.  

 

The Risk Management Function is responsible for conducting the quarterly ORSA process. The key business processes 

supporting the ORSA include: strategy reviews; business planning; the risk management framework; the stress and 

scenario testing framework and the technical provisioning process. 

  

B.4 Internal control system  

Risk management responsibilities are clearly defined across the Company and are segregated across three ‘lines of 

defence’ that vary in the level of independence they have from the day-to-day running of the organisation, specifically: 

• The first line of defence, business risk management, describes the infrastructure of processes, systems and 

controls owned by members of the business charged with responsibility for day-to-day operations.  Ownership 

for each of the identified business risks is allocated to an appropriate member of the management team and 

subject to quarterly self-assessment.  

• The second line of defence, risk management, describes the risk oversight activity, encompassing risk 

assessment, monitoring and reporting, undertaken by both the Risk and Compliance functions.  Specific 

attention is given to monitoring how the risk profile of the Company compares to the Board approved appetite 

statements.  The risk function will intervene directly in modifying and developing the internal control and risk 

systems utilised in the first line, as such the second line of defence cannot offer truly independent risk assurance 

to the Board.  

• The third line of defence, internal audit, describes the risk assurance work done independently of the operation 

of the business and the risk function to determine that controls are being operated adequately, risks assessed 

appropriately and that the risk management framework remains effective.  

 

The Risk Management Function operates within the second line of defence and is responsible for the following activities:  

a) To preserve financial soundness by  

i. Assessing and monitoring on-going capital and reinsurance adequacy  

ii. Advising the business on key risks and risk management strategies  

iii. Maintaining compliance with prevailing risk management standards  

b) To maintain strategic focus and alignment by  

i. Embedding a clear and specific statement of business strategy and objectives  
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ii. Maintaining a proactive and creative approach to understanding and responding to threats over the 

strategic planning time horizon  

iii. Maintaining statements of the business’ risk appetite and embedding these across the decision-making 

system  

c) To support the execution of the business plan by  

i. Providing targeted and timely risk analytics to inform specific risk taking or risk mitigation decision 

making  

ii. Monitoring control effectiveness and facilitate risk mitigation strategies and processes  

 

The Compliance Function operates within the second line of defence and is responsible for ensuring business activities 

remain in accordance with prevailing regulatory requirements and minimum standard expectations.  The activities of 

the Compliance Function are divided into the following strands of activity: 

• Business advisory: ensuring that the Board, senior management, and staff of the Company are aware of the 

obligations and requirements imposed on them by the applicable regulatory regimes. 

• Compliance monitoring:  providing regular and prompt identification and assessment of compliance risk and 

the day-to-day operation of compliance tools, policies and procedures. 

• Regulatory affairs:  managing the relationship of the Company with its regulators. 

• Complaints handling:  administering and operating the complaints handling process for the Company on a day-

to-day basis. 

• Reporting on all of the above strands of activity to the Company’s Board. 

 

The Internal Audit Function acts as the third line of defence and conducts regular reviews of the Company’s operations.  

Part of the scope of each audit is to review the relevant risks associated with the activities under audit, to test the internal 

controls and to provide findings to senior management, risk management and the Audit Committee.  The feedback may 

include recommendations for changes to be made to the risk register, controls or processes. 

  

B.5 Internal audit function  

The Internal Audit function’s purpose is to help the Board and Executive Management to protect the assets, reputation 

and sustainability of the Company by challenging the effectiveness of the framework of controls which enable risk to 

be assessed and managed. It assists the Company in accomplishing its objectives by bringing a systematic and 

disciplined approach to evaluate and improve the effectiveness of the organisation's governance, risk management and 

internal control. Internal Audit has a direct reporting line to the Audit Committee as part of their oversight role.   

 

Internal Audit undertakes, objectively and independent from management, three principal activities:  

• Assessing and reporting (to the Company and business unit audit and risk committees and to management as 

appropriate) on the effectiveness of the design and operation of the framework of controls which enable risk to 

be assessed and managed.  
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• Investigating and reporting on cases of suspected financial crime and employee fraud and malpractice.  

• Undertaking designated advisory projects for management, provided that they do not threaten Internal Audit’s 

actual or perceived independence from management.  

 

At least annually, an internal audit plan will be submitted to senior management and the Audit Committee for review 

and approval. The internal audit plan is developed based on a prioritization of the audit universe using a risk-based 

method including the input of senior management and the Audit Committee. The plan is reviewed and adjusted, as 

necessary, in response to changes in the organisation’s business, risks, operations, programs, systems, and controls. Any 

significant deviation from the approved plan will be communicated to senior management and the Audit Committee 

through periodic activity reports.  

 

A written report will be prepared and issued by the Deputy Chief Audit Executive ("CAE") or designee following the 

conclusion of each internal audit engagement and will be distributed as appropriate. Internal audit results will also be 

communicated to the Audit Committee. The internal audit report will include management’s response and corrective 

action to be taken along with a timetable for anticipated completion. Through a standardised process, internal audit will 

be responsible for monitoring and reporting on the status of open findings to the Audit Committee, verifying that the 

risks identified have been addressed by management.   

 

The Deputy CAE will periodically report to senior management and the Audit Committee on internal audit's activities, 

purpose, authority, and responsibility, as well as performance relative to its plan. Reporting will also include significant 

risk exposures and control issues, including fraud risks, governance issues, whistleblowing matters and other matters 

needed or requested by senior management and the Audit Committee. 

  

B.5.1 Independence 

The independence of Internal Audit from day-to-day line management responsibility is fundamental to its ability to 

deliver an objective coverage of all parts of Sompo International.  Internal auditors will have no direct operational 

responsibility or authority over any of the activities audited. Accordingly, they will not implement internal controls, 

develop procedures, install systems, prepare records, or engage in any other activity that may impair the internal auditors’ 

judgment.  Internal Audit is not responsible for the management of risk or the implementation of an effective control 

framework. These areas are the responsibility of the Board and management.  

 

Internal auditors will exhibit the highest level of professional objectivity in gathering, evaluating, and communicating 

information about the activity or process being examined. Internal auditors will make a balanced assessment of all the 

relevant circumstances and not be unduly influenced by their own interests or by others in forming judgments. Internal 

Auditors must have an impartial, unbiased attitude and avoid any conflict of interest. The Deputy CAE will confirm to 

the Board, at least annually, the independence of internal audit. 
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B.6 Actuarial function  

The Company provides for an Actuarial Function as specified under Article 48 of the Solvency II Directive.    

 

The roles and responsibilities of various stakeholders in terms of completing, reviewing and validating the tasks of the 

Actuarial Function are detailed below:   

• Responsibility for coordinating the calculation of the technical provisions and all supporting analysis 

surrounding this process lies with the Actuarial Function Holder.   

• The UK Chief Risk Officer has oversight of the risk management system, with contributions from the Actuarial 

Function.   

• The Actuarial Function provides its independent opinion on the underwriting policy.  The Chief Pricing Actuary 

is heavily involved in providing the input for review into this process.   

• The Actuarial Function provides its independent opinion on the reinsurance policy. The Ceded Reinsurance 

Officer is heavily involved in providing the input for review into this process.  

 

The Actuarial Function is made up of qualified individuals who have knowledge of actuarial and financial mathematics 

and who demonstrate their relevant experience with applicable professional and other standards. It operates in 

conjunction with multiple functions of the organization, in particular Risk Management, Underwriting, Finance, and 

Claims. The Actuarial Function is provided with the necessary authority to carry out its role by the Board and is 

operationally independent of the Company’s other Key Functions. Additionally, the Actuarial Function has access to the 

necessary information systems and data sources to enable it to undertake the work required.  

 

Solvency II requires the Actuarial Function to contribute towards the Risk Management processes in place at the 

Company.  The EWIL Risk Management Framework is based upon the Three Lines of Defence ("LOD") model. A high-

level structure is provided below:  

 

Risk Management Framework 
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As outlined, the CRO has oversight of the Actuarial Function’s general contribution to the EWIL Risk Management 

framework. This is demonstrated in the EWIL Risk Register within the ORSA report, which defines the categories of 

key risks which the company faces and the individuals with overall responsibility for managing those risks (including 

members of the Actuarial Function). 

 

Details on the contribution of the Actuarial Function towards the EWIL Risk Management 

Framework 

 

 The EWIL Actuarial Function has input into the following wider areas of risk identification and management:  

 

       1. Risk Management 

• The ORSA process – provision of reserving data and commentary to the CRO 

• Support the development, monitoring, management and reporting of the company’s reserve risk appetite and 

the monitoring of emerging risks.  

• Attest quarterly to the design and operating effectiveness of all actuarial related processes and controls.  Also 

support broader operational risk management oversight through the reporting and root cause analysis of any 

operational incidents or near-misses. 

• The Actuarial Function develops reserve-related stress scenarios for input into various risk management 

processes including the ORSA. 

2. Solvency Assessments 

• Internal economic capital assessments e.g. supporting data provision and review for loss distributions and 

certain reserving parameters, particularly around reserve volatility. 

• Provision of technical provisions output (including forecast technical provisions) to the capital modelling team; 

ensuring consistency with the technical provisions used as part of the internal model. 

• Regulatory capital assessments e.g. provision of actual and forecast technical provisions and balance sheets. 

• Stress and scenario testing. 

• Strategic planning. 

• Review of outputs generated by the Group Internal Model e.g. review of reserve risk results with Capital 

Modelling to understand movements. 

• Discussion with Capital Modelling on assumptions being derived using the Group Internal Model (and applied 

in the Solvency II Technical Provisions) to ensure consistency of assumptions.  

3. Reserving 

• Provision of reserve performance information and metrics to the wider business audience e.g. Risk Function, 

underwriting teams.  

• Supporting external actuaries in performing independent reviews of reserves for the purpose of Board assurance 

and audit. 

• Preparation of memos/reports for the Board, Audit Committee and other committees as required, to inform 

management of reliability/adequacy of reserves and of any other reserving specific issues (on a GAAP and 

Solvency II basis). 
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B.7 Outsourcing  

The Company has established standards, processes, roles and responsibilities for its arrangement of services to be 

provided by unaffiliated third parties (“outsourcer providers”).  Outsourcing arrangements are supported by individual 

contracts and/or service level agreements (“SLA’s”).  Before an outsourcing arrangement is entered into, the Company 

assesses the impact of the proposed arrangement, including reviewing the qualifications of the service provider.  For all 

material outsourcing arrangements based on the size and criticality of service, the Company applies the following due 

diligence and selection criteria:  

• Formal reviews of the proposed outsourcing arrangements by the appropriate internal departments, including 

Legal;  

• Request For Proposal (“RFP”) requirements provide that single source procurement may be permitted with the 

approval of Legal; and  

• Reviews by requester and the key management personnel to ensure that no conflicts of interest exist in engaging 

the outsourcer.  

 

The selection criteria process should be agreed in advance by the requester and other reviewing parties and should 

consider the following factors, among others:  

• demonstrated quality (financial and technical abilities);   

• specialised knowledge and resources;   

• control framework;   

• conflicts of interest;  

• value-add services as differentiators;   

• long-term viability and pricing;  

• availability of an adequate Business Continuity Plan; and  

• risks from outsourcing and mitigation.  

 

Outsourcing arrangements that have cleared due diligence and met the appropriate selection criteria are reviewed to 

determine if an RFP is applicable.  Where an RFP process is deemed appropriate, a reasonable number of competitive 

bids should be obtained to ensure quality services are being received at an appropriate price.   

 

For any proposed outsourcing arrangement not subject to an RFP process, the requester must provide formal justification 

for single source procurement and obtain approval from Legal.  

 

In all outsourcing situations where outsourcers will access the Company’s non-public information and/or systems, 

outsourcers will be required to sign a non-disclosure agreement.  

 

The Company has defined key management personnel that are authorised to approve an outsourcing arrangement should 

the arrangement satisfy the due diligence and selection criteria.  The key management personnel are recorded in the SIH 

DocuSign Envelope ID: B0D80C8F-35E5-4A97-B034-02309F9B7D02



 

  32 

Group’s “Authorised Approvers” policy document and includes the requirements for adequate specifications for the 

services to be entered into.  

 

A summary of critical functions/activities outsourced, and the jurisdiction in which the service providers are located, is 

below:   

Service       Description Jurisdiction 

Policy 

administration* 

Data Capture & Data Quality Control, for bound Policies, endorsements and Signed Line 

changes. Services also include report generation, audit support, file management and 

contract certainty checking. 

India 

Credit control and 

cash management* 

Cash management and chasing, including reconciliation and ongoing reporting of aged 

debt and unallocated cash. 

UK and India 

Claims and claims 

administration* 

Claims review and settlement (within authority) or referral, including regular reporting 

and update, based on lead / follow terms. 

UK 

Delegated 

underwriting 

services 

Chasing, upload and storage of all Delegated Underwriting Bordereaux (premiums and 

claims) and reporting services. Also includes the utilisation of ‘BinderCloud’ third party 

software, from the outsourced service provider. 

UK and India 

Investment 

management and 

accounting 

Portfolio management in line with Board approved investment strategy, report generation 

and creation of accounting entries. 

USA 

Payroll Payroll processing and payment, report generation and payslip production. UK and 

Switzerland 

IT helpdesk Telephone support covering desktop and mobile devices. USA 

Delegated 

underwriting & 

claims 

Delegation of claims and/or underwriting/document issuance within strict parameters and 

overseen by the Delegated Authority team. These arrangements are deemed critical if 

above a certain size, or dealing with customers deemed to be high conduct risk. 

Various 

Cloud outsourcing Infrastructure & data storage from Cloud service providers, deemed critical if in support 

of policy administration, claims, or core financial systems. 
USA 

*Direct insurance and facultative reinsurance only 

 

Intragroup outsourcing arrangements 

The Company has intragroup outsourcing arrangements in place that are governed by the Group Administrative Services 

Agreement. Intragroup outsourcing arrangements for the year ended 31 December 2022 primarily comprise of shared 

support services (including IT, finance, compliance, risk, HR and internal audit services) outsourced to service 

companies within the Group. These intragroup outsourcing arrangements are primarily based in the UK and the USA.

B.8 Any other information / summary 

The Company considers that its system of governance is appropriate for the nature, scale and complexity of the risks 

inherent in its business.    
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C. Risk Profile 

The Company is exposed to a range of risks that arise out of its underwriting and investment activities as well as its 

general operations. This section summarises the current risk profile of the business, and how the Company manages 

these risks.  

 

The undiversified risk profile of the Company, as determined by the Standard Formula. 
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C.1 Underwriting Risk  

The Company seeks risk through its (re)insurance underwriting activities to generate financial earnings.  The main risks 

assumed through underwriting activity can be sub-divided into: pricing risk; accumulation risk; and reserve risk.    

• Pricing risk is the risk of systematic mispricing which could arise due to changes in the legal or external 

environment, changes to the supply and demand of capital, and companies’ using inadequate information to 

make decisions. This risk could affect multiple classes across a number of underwriting years.  

• Catastrophe risk refers to the potential for large losses to arise from multiple independent insured policies as 

a result of a single cause.  This definition applies to all classes of business written in all territories and includes 

both natural and manmade causes, for example: earthquakes, hurricanes, marine or aviation incidents, acts of 

terrorism, cyber events or systemic malpractice.  

• Reserve risk describes the potential that provisions set aside to meet claims payments in respect of events that 

have occurred turn out to be inadequate.  This risk is most pronounced for medium and long tailed business 

where the typical period between loss occurrence and ultimate claim settlement can be very long, in these cases 

unanticipated changes in the legal landscape (e.g. tort reform) or external conditions (e.g. inflation) can have a 

material impact on the adequacy of claims provisions.  For short-tailed business reserve uncertainty can be 

significant immediately following a major event, however the typically shorter reporting and settlement periods 

mean this risk is unlikely to persist and compound over time.  

The Company’s approach to risk management for each of these is set out below.  

 

C.1.1 Approach to Risk Management 

Pricing Risk 

The Company uses a range of techniques to manage this risk as set out below:  

• The Company recruits experienced underwriters with proven track-records and good standing in the market.  

Underwriting Letters of Authority (“LOA”) are the primary tool for promulgating and implementing 

underwriting risk preferences and limits.  As detailed in the underwriting policy, LOAs are issued to individual 

underwriters with concurrence from the Company's CEO and the respective CEOs of the Strategic Business 

Units the Company uses to underwrite its business. The LOAs document permitted lines of business, territories, 

maximum premium and exposure limits and the underwriters’ responsibility towards the peer review process.  

The LOA also sets out any restrictions for classes of business or exposures that an underwriter is not permitted 

to underwrite. The LOAs are consistent with established underwriting strategy and guidelines and detail an 

underwriter’s ability to legally bind contracts on behalf of the Company.  LOAs contain effective and expiration 

dates and are reviewed periodically, at a minimum biannually, on an individual underwriter basis.  The 

underwriting process is supported by pre- and post-bind peer reviews, as well as regular independent reviews, 

the framework and reporting of which is overseen by the Underwriting Committee.  

• In addition to technical and analytical practices, underwriters use a variety of underwriting tools, including 

specific contract terms, to manage exposure to loss. These include occurrence limits, aggregate limits, 

DocuSign Envelope ID: B0D80C8F-35E5-4A97-B034-02309F9B7D02



 

  35 

reinstatement provisions and loss ratio caps. Exclusions and terms and conditions to eliminate particular risks 

or exposures deemed outside of the intent of coverage are also considered.  

• The Company has fully integrated its internal actuarial and modelling staff into the underwriting and decision-

making process.  The Company uses in-depth actuarial and risk analyses to evaluate transactions prior to 

authorisation, assessing and charting pricing changes and rate adequacy.  In addition to internal actuaries and 

risk professionals, external specialists may also be used to provide support in developing and utilising robust 

risk intelligence to inform underwriting decisions.  

• The Company has established a framework to enable the business to regularly assess and monitor performance 

drivers on a portfolio basis.  The approach generates insight by integrating the analytics across a number of 

disciplines (including: pricing, reserving, claims, capital modelling and exposure management) and engaging 

with underwriting teams regularly to pro-actively monitor and respond to underwriting performance trends on 

both an absolute and risk adjusted basis.  All large losses are notified to management and include underwriter 

commentary on the loss and underwriting response, if any.  

• The claims team performs regular reviews of emerging claims trends and monitors changes in the legal 

landscape.  The claims team meets with underwriting teams regularly to provide feedback on specific losses and 

identified trends to inform risk selection and coverage considerations.  

• New business proposals, and/or opportunities that have a significant impact on the risk profile are subject to 

review and approval by the Underwriting Committee, including consideration of the fit of the proposal with 

business objectives, risk appetite and operational expertise and capabilities.  Annually business plans for the 

Company are reported to the Board for discussion and approval.  

• Annually the actuarial function provides an opinion to the Board on the adequacy of pricing levels reflected in 

the plan with due consideration to changes in the composition of the Company’s portfolio, external influences, 

and the risks of anti-selection across the portfolio.   

• Oversight of underwriting risk management is provided by the Board with day-to-day management 

responsibility delegated to the Underwriting Committee.  The Underwriting Committee meets quarterly to 

receive management information and discharge its delegated oversight duties.  

• Where the Company delegates underwriting authority either partially or fully to a third-party it is exposed to 

the risk that the related party fails to operate within agreed guidelines or to adequately price and/or reserve for 

the business.  The Underwriting Committee is responsible for oversight of all delegated underwriting 

arrangements; the Committee is supported by a delegated underwriting group that meets quarterly to oversee 

delegated underwriting arrangement administration, processing and performance.  Independent audits of 

delegated underwriting partners are performed regularly with findings reported to the Underwriting Committee. 

 

Catastrophe Risk 

The Company uses a range of techniques to manage this risk as set out below:  

• Underwriting Risk Guidelines are documented for each class of business, including maximum line sizes, 

accumulation limits for single events and risk preferences. The risk profile of each class of business is regularly 
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monitored against these guidelines.  Material variations are reported to the relevant Committee where 

remediation actions are discussed.  

• Referral Guidelines outline criteria for referring decisions to the Group Chief Risk Officer to ensure that risks 

or transactions potentially outside of Risk Appetite are suitably reviewed and approved. 

• Ceded Reinsurance purchasing strategy is reviewed at least annually, with reference to the objectives of the 

business, Risk Appetite and prevailing market conditions or trading opportunities. Any changes to the strategy 

are reported to the Underwriting Committee prior to implementation. The Underwriting Committee reviews 

progress towards implementing the Ceded Reinsurance plan each quarter.  

• Actuarial opinion is provided to the Board on the adequacy of Ceded Reinsurance arrangements with due 

consideration of the consistency with Risk Appetite, the ability to support solvency under stressed scenarios; 

and the standing and repute of counterparties.  

• Proprietary and commercially available tools to quantify Catastrophe Risk are used to to inform underwriting 

risk selection, portfolio design, and portfolio risk management. Tools include natural catastrophe, weather, 

casualty, aviation, credit, economic and other specialty risk models as well as deterministic scenarios for 

individual events.  

• The SIH Exposure Management function identifies, at least annually, all realistic foreseeable sources of 

catastrophe risk and ensures suitable quantification of potential exposure. In addition, this function produces 

regular reporting of Catastrophe Risk to oversight and governance Committees. 

• An Economic Capital Model quantifies key drivers of Catastrophe Risk, their associated financial consequences 

across the business and the interdependencies of a wide range of scenarios of varying severities.    

• Oversight of Catastrophe Risk Management is provided by the Risk & Compliance Committee with day-to-day 

responsibility delegated to the Underwriting Committee. The Underwriting Committee meets quarterly to 

receive management information, including monitoring catastrophe risk levels against approved risk limits.   

 

Reserving Risk 

The Company uses a range of techniques to manage this risk as set out below:  

• The actuarial function maintains a best estimate reserving process that integrates planning, pricing and exposure 

information to establish a feedback loop between the reserving and underwriting processes.  At least annually 

each class of business (including delegated business) is subject to a detailed reserve review where actuarial and 

statistical techniques are used to derive loss reserve estimates from the most recently available data, as well as 

current information on future trends in claims severity and frequency, judicial theories of liability and other 

factors.  The Actuarial Central Estimate ("ACE") Reserving team reviews and recommends any changes to key 

assumptions at least once each year. Proposals for changes in assumptions or for new assumptions relating to 

new reserve classes are reviewed by the Corporate reserving team ahead of each quarterly reserving exercise.   

• The results of the actuarial reserve reviews are discussed regularly with underwriting leaders for each product 

line and are monitored against the GAAP booked reserve estimates to ensure that in the aggregate, across all 
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classes, booked reserves are considered adequate, as defined in the approved risk appetite.  Additionally, the 

best estimates are compared against experience each quarter by undertaking an analysis of actual versus 

expected experience as well as other appropriate validations of assumptions, methodology, and results.  

• In respect of individual claims and/or events where the potential for reserve development is material, reserve 

selections are informed by an update of the loss circumstances provided by the claims team.  For large events 

the initial loss estimates are determined by the claims team with input from underwriting and exposure 

management as appropriate.   

• Management Best Estimate ("MBE") Reserving Process: The quarterly booked reserves represent 

management’s best estimate of the unpaid losses and expenses. Specifically, the MBE is defined as:  

◦ A point estimate selected after reviewing a range of reasonable actuarial estimates and other qualitative 

information deemed relevant for establishing booked reserves. 

◦ It incorporates risks, uncertainties, and other relevant information underlying the actuarial loss 

estimates; the historic volatility of the actuarial estimates and estimation error (e.g. as evidenced by 

longer tail lines and new exposures); and uncertainties regarding estimation of large catastrophe and 

systemic loss events.  

◦ It is within a range of reasonable estimates as defined by the Chief Reserving Actuary. 

• The MBEs are recommended by the Corporate Reserving Team/Chief Reserving Actuary based on 

management’s stated reserve risk appetite and specific discussions with management during the quarterly 

reserving process. The MBEs are reviewed and approved by the Group Reserve Committee ("GRC"). The GRC 

may choose to book MBE reserves that differ from the actuarial central estimate. Typically, the committee would 

do so for two reasons:  

◦ To add a margin for adverse deviation in cases where the actuarial analysis and experience period do 

not fully reflect potential risks of adverse deviation. For example, in some cases, the actuarial central 

estimate would not be a true mean, as it did not fully weigh in the possibility of these tail outcomes.  

◦ The loss reserve committee may want to temper favorable and unfavorable movements in actuarial 

indications until more evidence emerges. In many cases, this approach prevents the external perception 

of the company being unduly affected by volatility in actuarial indications. 

• The proposed MBEs for the Company are discussed with the Company's senior management who provide 

additional feedback to the GRC reserve meeting. The following considerations are also taken into account when 

reviewing the proposed Group MBEs at a legal entity level:  

◦ Group and legal entity reserve risk frameworks which include specific guidance on MBE reserve levels 

(e.g. possibly in relation to the ACE indications).  

◦ Specific legal entity regulatory constraints.  
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◦ Any reserving considerations relating to the mix, volume or maturity of business within the legal entity. 

• Oversight of loss reserves is provided by the Audit Committee, which meets quarterly to receive reserving 

information and discharge its oversight duties including monitoring reserve adequacy.  Annually the actuarial 

function reports on the adequacy of loss provisions established both on a GAAP and economic basis through 

the Actuarial Function Holder Report provided to the Board.  

• A reconciliation of the data used in the reserving process to the original sources is performed by the technical 

accounting departments of the Company. It includes a reconciliation of the earned premium, paid losses, and 

case incurred losses used in the reserve study to the data that is captured by the finance department. Differences 

are summarized in the cover memo produced by the Chief Reserving Actuary or an appropriate delegate. In 

addition, a number of reasonability checks are performed during the course of analysis and review of results 

with the business units, group reserve committee, and other parties. 

• The reserve risk profile is monitored against approved risk appetite statements quarterly by the Risk & 

Compliance committee.  

 

C.1.2 Assessment of Risk 

As determined by the Standard Formula, underwriting risk comprises 52.2% (2021: 57.7%) of the undiversified total 

SCR.  Whilst the primary activity of the Company is to underwrite (re)insurance business, significant levels of outwards 

reinsurance protection serve to materially limit the contribution of this risk to the overall risk profile of the Company. 

 

Material Risk 

The Company’s exposure to catastrophe risk is managed by comprehensive outwards reinsurance protections, including 

intragroup stop loss reinsurance.  Retained underwriting risk primarily reflects exposure to pricing and reserve risk.  The 

lines of business that are most exposed to these risks are reflected in the capital needs of the Company as defined by the 

Standard Formula.  For the Company, these lines of business are:  

• General liability insurance and proportional reinsurance;  

• Marine, aviation and transport insurance and proportional reinsurance;  

• Non-proportional casualty reinsurance; and  

• Fire and other damage to property insurance and proportional reinsurance.  

Concentration Risk 

Concentration risk arises out of accumulation of exposures to geo-physical, geo-political, economic, technological, 

societal and environmental threats. The Company conducts annual risk assessments which review the current strategies 

for identifying and managing these risks. An objective of the risk assessment process is to highlight any increases in risk 

exposures as well as any deficiencies in the Company’s strategies to address these risks over the planning horizon and 

beyond.  
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C.1.3 Sensitivity of Risk  

The Company carries out various sensitivity testing as part of its risk management process, and one such test involves 

gross and net impact to profit with increases to loss ratios of 10%, with all other assumptions held constant, to test the 

sensitivity of the loss ratio assumptions to the overall Company strategy.  

 

When considered alongside the Company’s own funds (section E.1) and capital requirements (section E.2), this 

sensitivity test shows that the Company’s capital base can withstand some level of systemic mispricing, but the tests 

highlight the importance of vigilant oversight of our underwriting controls.  Nevertheless, the potential for loss ratio 

deterioration is limited by the intragroup stop-loss agreement with ESIL, which owns 100% of the Company's immediate 

parent holding company, EWHL.  

 

Reserve risk sensitivity tests have been performed by the Company to assess the profit/loss impact of misestimation of 

reserve liabilities.  These tests assess how the variability in the initial expected loss ratio (“IELR”) and the variability in 

how quickly claims are reported impact the reserve estimation.  The IELR was flexed up and down by 10% and the 

development profile was flexed slower and quicker (by 3 months for short-tailed lines and 6 months for long-tailed 

lines) sequentially, resulting in nine difference scenarios (including the base case of unchanged assumptions).  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Amounts in USD’000 

 

Change  

in  

assumption 

 

Impact on 

gross 

liabilities 

Impact on 

net 

liabilities  

Impact on 

profit 

Impact on 

capital and 

reserves 

 

% of 

Solvency II 

surplus 

2022 Loss ratio +10%  145,038   37,544   (37,544)  (30,410) (11.12) % 

2021 Loss ratio +10%  144,738   30,475   (30,475)  (24,685) (11.71) % 
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The results of these tests are as follows:  

Potential Percentage Change in Total Loss and Loss Expense Provisions 
 Initial Expected Loss Ratio 

2022 

Reporting Pattern 10% Lower Unchanged 10% Higher 

ST - 3 months faster 

LT - 6 months faster 
(11.0) % (5.3) % 0.3 % 

Unchanged (6.3) % 0.0 % 6.3 % 

ST - 3 months slower 

LT - 6 months slower 
(1.5) % 5.5 % 12.4 % 

2021 
Reporting Pattern 10% Lower Unchanged 10% Higher 

ST - 3 months faster 

LT - 6 months faster 
(9.4) % (3.4) % 2.6 % 

Unchanged (6.4) % 0.0 % 6.4 % 

ST - 3 months slower 

LT - 6 months slower 
(2.5) % 4.5 % 11.5 % 

 

The results show that in the most severe scenario above (10% higher IELR and slower reporting of losses), the Company 

expects an 12.4%, or $123.0m, reserve increase.  These tests are meant to show the sensitivity of the assumptions in the 

reserving method and, when considered alongside the Company’s own funds (section E.1) and capital requirements 

(section E.2), the results show that the Company can withstand such fluctuation in the held reserves.  However, it does 

highlight the need to be regimented with regards to reserve control processes. 

 

The largest difference since year-end 2021 is the scenario 10% higher IELR and faster reporting of losses, with a 0.3% 

increase in reserves at the end of 2022 compared with at 2.6% increase at year end 2021. 

 

Also note that the effect of the reporting pattern is becoming more important over time as the proportion of reserves on 

older years continues to grow.  
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C.2 Market Risk  

Market risk describes the Company’s exposure to external influences on assets resulting in financial losses or gains from 

the level or volatility of market prices of financial instruments.  Exposure to market risk is measured by the impact of 

movements in the level of financial variables such as interest rates, currency exchange rates and market prices. 

 

C.2.1 Approach to Risk Management 

The Company uses a range of techniques to manage this risk as set out below:  

• The Company manages market risk through both a system of limits and a strategy to optimise the interaction of 

risks and opportunities, both of which are documented in an investment management policy.  To ensure 

diversification of the investment portfolio and avoid excessive aggregation of risks, limits on asset types, 

economic sector exposure, industry exposure and individual security exposure are placed on the Company’s 

investment portfolio and monitored on an ongoing basis.   

• Investment policies and guidelines, including sector limits, impairment scenario loss tolerances and 

performance targets are approved by the Company Board with responsibility for oversight delegated to the Audit 

Committee. The risk profile of the Company’s investment portfolio is monitored against approved risk limits 

and targets quarterly by the Risk & Compliance Committee. 

• The Company uses a number of capital-at-risk models, which include scenario-based measures, value-at-risk 

and credit impairment calculations to evaluate its investment portfolio risk. Portfolio risk is affected by four 

primary risk factors: asset concentration, asset volatility, asset correlation and systematic risk. The Company 

continuously evaluates the applicability and relevance of the models used and makes adjustments as necessary 

to reflect actual market conditions and performance over time.  

• The Company maintains an asset liability management strategy that involves the selection of investments with 

appropriate characteristics, such as duration, yield, currency and liquidity that are tailored to the anticipated 

cash outflow characteristics of our liabilities and the anticipated interest rate environment.  Foreign currency 

risk is managed by seeking to match liabilities under insurance and reinsurance policies that are payable in 

foreign currencies with assets such as cash and investments that are denominated in such currencies.  

 

Prudent Persons Principle 

The investment strategy is reviewed by the Board, and implemented by the Investment Function, which hires third-party 

investment managers to invest the assets under the direction of the ‘prudent person principle’ aligned with the Investment 

Policy, and specific guidelines for each manager.  A small percentage of assets are managed internally.     

 

Prior to hiring an investment manager, a rigorous due diligence process is followed to ensure that the manager has the 

adequate skills, qualifications, experience and resources to carry out the duties that they have been delegated.  The 

investment manager guidelines prescribe the types of securities that the manager may invest in and those that are 

prohibited.  The guidelines also set individual issuer limits based on credit quality, as well as aggregate sector and credit 
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quality limits, ensuring adequate portfolio diversification.  The investment manager is given a performance benchmark 

with appropriate sector exposures and duration to meet the needs of the Company.   

 

C.2.2 Assessment of Risk 

As determined by the Standard Formula, market risk comprises 28.3% (2021: 21.4%) of the undiversified total SCR.   

 

Material Risk 

The Company’s market risk charge is consistent with the significant amount of surplus capital it holds.  Notwithstanding 

the high level of investable assets, the Company maintains a defensive investment portfolio and hence investment shock 

scenarios indicate only moderate impairments to the value of assets.  

 

Concentration Risk 

The Company is subject to concentration risk in its investments. In order to minimise its exposure to investment 

concentration risk, the Company has designed its investment portfolio to diversify risks to the extent practical, 

particularly with regard to interest rate, credit, structure and equity risks. To ensure diversification and to avoid excessive 

aggregation of risks, the Company has placed limits on asset types, economic sector exposure, industry exposure and 

individual security exposure which are monitored on an ongoing basis.  

 

The table below shows the exposure of the Company’s investment portfolio to asset types and currency:  

     2022     2021 

Amounts in USD’000 GBP USD EUR AUD Total GBP USD EUR AUD Total 

Collateralised 

securities 

 33,998   352,616   6,765   —   393,379   17,451   206,449   5,963   —   229,863  

Government bonds  36,029   299,902   9,509   —   345,440   50,689   346,917   3,888   —   401,494  

Corporate bonds  223,796   303,247   28,018   —   555,061   202,971   234,005   25,716   —   462,692  

Derivative assets  —   —   —   1,814   1,814   —   —   —   —   —  

Collective 

Investments 

Undertakings 

 —   —   —   1   1   —   —   —   39,303   39,303  

Investment portfolio 

cash 

       (155)        836        (93)            —         588    131   1,498   106   —   1,735  

Total    293,668 956,601    44,199        1,815  1,296,283  271,242   788,869   35,673   39,303  1,135,087  
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C.2.3 Sensitivity of Risk 

The majority of the Company's investments comprise cash and fixed income securities. The fair value of the Company’s 

investments is inversely correlated to movements in interest rates. If interest rates fall, the fair value of the Company’s 

fixed income securities tends to rise and vice versa.   

 

The table below shows the potential impact on investment portfolio valuation resulting from fluctuations in interest 

rates, based on the portfolio duration, as follows:  

 

The Company manages interest rate risk by regularly monitoring the average duration of financial investments.    

 

The Company operates internationally and therefore has exposure to foreign exchange risk.  The Company endeavors 

to mitigate this risk by maintaining a match of assets and liabilities in their respective currencies.  

 

The table below shows the potential impact, by currency, on the income statement and equity resulting from fluctuations 

in foreign exchange rates:  

Amounts in USD’000  

Change in USD versus foreign currency      

2022 GBP EUR AUD JPY Total 

+10%  5,813   2,957   (2,190)  (70)  6,510  

+5%  3,045   1,549   (1,147)  (37)  3,410  

-5%  (3,045)  (1,549)  1,147   37   (3,410) 

-10%  (5,813)  (2,957)  2,190   70   (6,510) 

2021 GBP EUR AUD JPY Total 

+10%  7,824   499   (666)  (263)  7,394  

+5%  4,098   262   (349)  (138)  3,873  

-5%  (4,098)  (262)  349   138   (3,873) 

-10%  (7,824)  (499)  666   263   (7,394) 

 

The Company manages foreign exchange risk by buying or selling currency to rebalance its monetary assets and 

liabilities following each quarter end.    

 

 

 

Amounts in USD’000 

Change in interest rates (basis points) 

 

2022  2021  

Impact on 

valuation 

% of Solvency 

II surplus 
Impact  

on valuation 

% of Solvency 

II surplus 

+100 bps   (47,298) (17.3) %  (31,078) (14.7) % 
+50 bps   (23,720) (8.7) %  (15,230) (7.2) % 

-50 bps   23,852  8.7 %  14,613  6.9 % 

-100 bps   47,810  17.5 %  28,605  13.6 % 
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The Company is exposed to spread risk relating to its fixed income assets. The following table shows the potential 

impact on the income statement resulting in widening of yield spread.  

 

While the Company does not place any limits on spread duration exposure, it does place limits on individual issuers and 

on industry sectors as a whole in order to manage its spread risk. The investment portfolio is monitored regularly for 

adherence to these limits.  

 

C.3 Credit Risk 

Credit Risk arises from exposure to default by a third party to whom the Company has exposure. Primarily these parties 

would comprise reinsurers to whom the Company has ceded or retroceded business, parties holding premiums due to 

the Company and banks providing letters of credit to its benefit.  

 

C.3.1 Approach to Risk Management 

The Company uses a range of techniques to manage this risk as set out below:  

• The purchase of ceded reinsurance is coordinated by the Group Ceded Reinsurance Officer who works with the 

business and various functional areas to determine coverage needs, develop an appropriate reinsurance structure 

and build the submission to present to market.  The Group Ceded Reinsurance Officer ensures that the data 

contained within the submission is both accurate and that the narrative outlining the business’ strategy is 

relevant.  All draft contracts undergo a legal review prior to binding.  

• The Company avoids excessive and non-diversified use of reinsurance by doing business only with reinsurers 

of sufficient credit or financial strength.  All reinsurance purchases are made through a pre-approved 

counterparty panel with the constituents selected on the basis of their financial strength rating (minimum A- 

rating required) and other background criteria.  In the event of credit downgrades below the minimum required, 

approved counterparties may be removed from the panel.  

• The Company additionally maintains internal quota-share reinsurance agreements with ESIL and Sompo Japan 

Insurance Inc, which includes quota-share, stop-loss reinsurance and excess of loss reinsurance. The Company 

regularly monitors the credit risk assumed through these internal transactions assessing what impact cessation 

of this protection would have on the capital and/or liquidity position of the Company under both normal and 

stressed conditions.  This is reviewed by the Board at least annually.  

• Outwards reinsurance and other counterparty risk levels are monitored by the Risk & Compliance Committee 

quarterly through a series of quantitative and qualitative risk metrics.  Material deviations in the risk levels from 

Amounts in USD’000 Fixed Income 

Market Value 2022 Loss 

% of 

Solvency II 

surplus 

Fixed Income 

Market Value 2021 Loss 

% of Solvency 

II surplus 

Base  1,296,077     1,096,210    
10 bps widening   (4,523) (1.7) %   (2,960) (1.4) % 

50 bps widening   (22,617) (8.3) %   (14,799) (7.1) % 
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predetermined risk tolerances are notified to the Board and remedial action to bring risk levels within appetite 

are considered.  

 

 

C.3.2 Assessment of Risk 

As determined by the Standard Formula, credit risk comprises 9.9% (2021: 9.5%) of the undiversified total SCR.   

 

Material Risk 

Credit or counterparty risk exposures other than those associated with investments arise from exposure to default by a 

third party.  The Company is subject to credit risk primarily with respect to its reinsurers because the transfer of risk to 

a reinsurer does not relieve the Company of its liability to its clients. If reinsurers experience financial difficulties, the 

Company may not be able to recover losses.  In addition, reinsurers may be unwilling to pay, even if they are able to do 

so.  The failure of one or more of reinsurers to honour their obligations in a timely fashion would impact cash flow and 

reduce net income. Depending upon the amount of reinsurance purchased, such a scenario could cause a significant loss 

to the Company.  

 

Concentration Risk 

When reinsurance or retrocessional reinsurance is purchased, the Company requires its reinsurers to have strong 

financial strength ratings. The Company evaluates the financial condition of its reinsurers and monitors its concentration 

of credit risk on an ongoing basis. The Company manages its credit risk in its reinsurance relationships by transacting 

with reinsurers that it considers financially sound and, if necessary, may hold collateral in the form of cash, trust accounts 

and/or irrevocable letters of credit. This collateral can be drawn on for amounts that remain unpaid beyond specified 

time periods on an individual reinsurer basis.  

 

The Company identifies and accumulates credit risk exposure by entity and by credit rating to provide assurance that it 

is not overweight to any particular entity or to credit ratings of A- and below. The following table summarizes the major 

counterparty exposure, on a UK GAAP basis, by Standard & Poor’s or equivalent credit rating:  

 

 

 

 

 

 

 

 

 

 

 

 

Amounts in USD’000       

2022 
AAA AA A 

BBB and 

below 

Other/not 

rated Total 

RI share of claims outstanding  18,387   841,126   72,830   4,759   43,949   981,051  

Cash and cash equivalents  —   —   69   —   —   69  
Other assets  —   —   4   —   1   5  

Total  18,387   841,126   72,903   4,759   43,950   981,125  
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The financial assets included in the ‘other/not rated’ column relate to reinsurers’ share of claims outstanding with unrated 

counterparties which are either not rated or cannot be readily allocated a credit rating.  

 

C.3.3 Sensitivity of Risk 

The Company has analysed the impact of potential credit rating transitions and concluded that a downgrade of its largest 

reinsurer would not have a significant impact on its solvency.   

 

C.4 Liquidity Risk 

Liquidity Risk represents the risks where the short-term liability obligations cannot be met by the Company due to the 

inability to convert assets into cash.  Such a scenario can be driven by a lack of buyers in an inefficient market.   

 

C.4.1 Approach to Risk Management 

The Company uses a range of techniques to manage this risk as set out below:  

• The Company is exposed to daily calls on its available cash resources, principally from claims arising from its 

insurance activities.  The Company’s policy is to manage its liquidity position, allowing for encumbered assets 

and restricted fungibility of assets, so that it can reasonably meet a significant individual or market loss event.    

• Liquidity analyses are prepared quarterly with a full analysis performed annually to consider the availability 

and fungibility of Group funds to support legal entity capital needs in the event of a major market or economic 

shock.  Any event which might change the outcome of these analyses (such as a large catastrophic loss or 

significant asset encumbrance) would cause the analysis to be re-run.  

• The Company maintains sufficient liquid assets, or assets that can be quickly converted into liquid assets, 

without any significant capital loss, to meet estimated cash flow requirements.  These liquid funds are regularly 

monitored and the majority of the Company’s investments are in highly liquid assets which could be converted 

into cash in a short time frame and at minimal expense. Cash is generally bank deposits and money market 

funds.  

• Contingent liquidity funding is provided by the Net Worth Agreement with Endurance Specialty Insurance 

Limited ("ESIL") to ensure that the Company has at all times sufficient cash funds or liquid assets to satisfy 

valid claims under the policies issued by the Company and valid claims of financial creditors as they fall due 

for payment. 

 

Amounts in USD’000       

2021 
AAA AA A 

BBB and 

below 

Other/not 

rated Total 

RI share of claims outstanding  12,984   570,213   33,924   7,391   2,325   626,837  

Cash and cash equivalents  —   —   81,460   —   —   81,460  
Other assets  —   —   3,581   —   450   4,031  
Total  12,984   570,213   118,965   7,391   2,775   712,328  
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C.4.2 Assessment of Risk 

Material Risk 

The Company’s liquidity risk exposure primarily arises during periods of stress such as catastrophe events or major 

individual losses that require losses to be settled over a relatively short timeframe.  This may be due to client needs or 

driven by insurance regulators in the jurisdiction of the loss event.  The Company may also experience delays in the 

corresponding recovery of loss amounts paid from its reinsurers, potentially adding to the short-term liquidity strain.  

 

Expected Profit included in Future Premiums (“EPIFP”) 

The total EPIFP has increased from $174.2m in 2021 to $228.9m in 2022 due to business growth within the Solvency 

II technical provisions between 2021 and 2022.  

 

C.4.3 Sensitivity of Risk 

The Company has a liquidity risk limit framework in place to ensure that there is an appropriate level and composition 

of liquid funds in place to meet expected future cash outflows under normal conditions.   

 

C.5 Operational Risk 

In undertaking its core underwriting and investment activity the Company accepts exposure to other risks that it does 

not seek and for which it is not rewarded, in particular operational risk.  Operational risk refers to the loss resulting from 

inadequate or failed internal processes, people and systems or from external events. Operational Risk includes 

Regulatory and Legal Risk. Regulatory Risk includes the risk of non-compliance with prevailing regulatory 

requirements; Legal Risk includes the risk of non-compliance with corporate, taxation and employee legislation in the 

UK, the US and other appropriate jurisdictions, as may be the case from time to time.  

 

C.5.1 Approach to Risk Management 

If not properly managed, operational risk can cause significant losses for the Company. It is virtually impossible to 

eliminate these risks entirely; therefore, the Company aims to limit its operational risk losses to an acceptable risk 

appetite, recognising the trade-off between the benefits and costs of risk mitigation.   

 

The Company uses a range of techniques to manage this risk as set out below:  

• The Company generally aims to minimise both the frequency and severity of operational risk losses to the extent 

practical.  

• The Company seeks to mitigate operational risks through the application of strong risk governance, processes 

and controls throughout its business.  Individual accountability for all key business risks and controls is clear 

and documented in the risk register.   

• Through the Risk & Control Self-Assessment ("RCSA") framework, each risk owner is responsible for assessing 

the design and operating effectiveness of their control environment, and, to the extent any gaps or deficiencies 
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exist, assessing the corresponding impacts and level of operational risk / exposure to the company.  The RCSAs 

are conducted at least annually for all areas, and more frequently (bi-annually or quarterly) for those risk areas 

which have either 1) a high inherent risk rating (and therefore high dependency on controls), 2) a more dynamic 

and changing operating / control environment or 3) where management has identified material control gaps in 

previous assessments.  RCSA reviews consider any loss incidents, material key risk indicator/key performance 

indicator exceptions or other relevant factors in the period. This process is facilitated by the Risk Function and 

overseen by the Operations Committee, with material exceptions or emerging trends reported to the Risk and 

Compliance Committee.  

• Oversight of compliance with regulatory requirements is provided by the Board with day-to-day management 

responsibility delegated to the Risk & Compliance Committee.  The Risk & Compliance Committee meets at 

least quarterly to receive management information and discharge its delegated oversight duties.  To support the 

Board in fulfilling its oversight responsibilities the compliance function monitors and reports upon the status of 

the business in meeting minimum standards expectations and regulatory requirements.  

• In relation to outsourcing risk, the Company has developed policies and procedures to ensure that third parties 

on whom we rely to provide key business services on an outsourced basis (including, but not limited to delegated 

underwriting, claims processing, finance operations, IT support) are subject to appropriate due diligence and 

ongoing oversight with responsibilities spanning across Procurement, Legal, IT and Internal Audit, as well as 

relevant business owners.   

• In relation to cybersecurity risk, the Company has adequate cybersecurity measures in place to identify, protect 

and detect security threats, as well as a robust process for responding and recovering from successful cyber-

attacks. A series of detailed policies, procedures and standards are in place which collectively set out the 

Company’s management and control of cybersecurity risk, coordinated and overseen by a dedicated IT Security 

team which serves as a central point of contact regarding all cyber security concerns. The Company’s 

information security procedures and controls are aligned with and organized around the NIST Cybersecurity 

Framework. In relation to the management of cyber / information security exposure arising from third parties, 

the Company’s due diligence process incorporates an initial risk assessment process where operational risks 

(including IT, data protection and BCP risks) are considered amongst other key risks, prior to the agreement of 

the contract. The risk assessment is repeated at the renewal or auto-renewal of the contract. 

• The internal audit function is responsible for performing an independent review of the adequacy and 

effectiveness of the Company’s internal controls.  The audit function considers the operational risk self-

assessment to develop its audit universe and annual risk-based audit plan.  In executing the audit plan a feedback 

loop exists where the recommendations arising from review of the control environment are considered by 

management and the risk function and, as appropriate, reflected in the risk register.  All findings are reported to 

the Audit Committee.  
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C.5.2 Assessment of Risk 

As determined by the Standard Formula, operational risk comprises 8.3% (2021: 10.1%) of the undiversified total SCR.  

 

Material Risk 

The Company’s operational risk exposure arises primarily from activities required to support the continued business 

growth and product expansion in competitive and strained market conditions and heightened regulatory conditions.  

There are a significant number of change initiatives underway to transform the Company’s operations and deliver 

improved operating efficiency and effectiveness, positioning the business to sustainably create value even in competitive 

trading conditions.  

 

C.5.3 Sensitivity of Risk 

The Company has analysed its operational risk exposure and considers that any foreseeable operational event would not 

have a significant impact on its solvency. 

 

C.6 Other material risks 

In addition to the risks identified above, a few key risks are outlined below:  

• Strategic Risk: Risk includes the risk of missed business opportunities, non-achievement of corporate or 

Company strategy and impact on competitive positioning and the value of the Company brand. It includes the 

risks: of making strategic decisions that do not add value, environmental conditions preventing the strategy from 

being executed, strategy not executed effectively or consistently, a diminution of the reputation of the Company, 

and having inadequate crisis response management.  

• Emerging Risks: Emerging risk is defined as newly developing or changing risks which are difficult to quantify 

and which may have a major impact on the organisation.  The Company operates a group wide emerging risk 

identification process which captures and assesses the potential impact and appropriate actions necessary to 

manage emerging risks.   

• Group Risk: Risks to the Company arising specifically from being a part of a wider corporate group, including 

but not limited to the risk of reputational impairment or of loss of support, both financial and operational, from 

the Group. Group risk is mitigated through the application of strong controls and a consistent risk management 

framework, including risk limits, across all entities in the Group.  This helps mitigate any material impairment 

to the Group’s financial position, brand and reputation.   

• Conduct Risk:  Conduct risk is defined as the risk that the Company fails to pay appropriate regard to the interest 

of its customers and/or fails to treat them fairly at all times.  Conduct risk is managed through the application 

of strong internal controls, compliance policies and procedures, and through the oversight of the Product 

Oversight Group and the monitoring of various conduct risk metrics by the Operations Committee and Risk & 

Compliance Committee.    

• Sustainability Risk: The Company's various stakeholders - including its employees, reinsurers, investors, 

business partners, regulators, and communities - have become increasingly interested in environmental, social 

DocuSign Envelope ID: B0D80C8F-35E5-4A97-B034-02309F9B7D02



 

  50 

and governance ("ESG") principles. These principles are closely aligned with the Company's overarching 

purpose to "create a society in which every person can live a healthy, prosperous, and happy life in one's own 

way." The Company has been designing and executing its ESG strategy, a key component of which is its 

response to the risks associated with climate change. Climate change has the potential to have a material impact 

on the global economy, and as an insurer and asset manager, the Company plays a role in facilitating the world's 

green transition. Thus the Company has taken a multi-faceted, strategic approach to climate change risk 

assessment and management, as described below. The following are the most significant climate change risks 

facing the Company:  

◦ Physical risk involves the risk that shifts in the frequency, severity, or other characteristics of natural 

catastrophes due to climate change may lead to an increase in insurance payments, leading to a possible 

deterioration in underwriting results. The Company considers this a prospective and material risk. 

◦ Transition risk involves the risk associated with the transition to a decarbonized society.  Technological 

progress or the introduction of stricter laws and regulations aimed at transitioning toward a 

decarbonized society could result in structural changes to many industries. Transition risk could also 

have an impact on the value of the Company's investment assets. It also introduces reputational risk if 

the Company fails to adequately address the energy transition. The Company considers this a 

prospective and material risk.  

◦ Liability risk involves customers who may have contributed to climate change or who have failed to 

ensure that their companies were sufficiently protected from the effects of climate change. The 

Company considers this both a prospective and retrospective risk; the latter in the form of reserve risk 

for its liability classes of business. The Company monitors and manages this risk through its claims and 

reserving processes.  

 

The existing Board-approved risk management framework sets forth the roles and responsibilities of those overseeing 

the implementation and monitoring of the risk management framework, which encompasses those risks facing the 

Company, including climate change. As greater understanding of financial risks from climate change develops, the risk 

management framework continues to evolve to reflect the distinctive elements of this risk to ensure effective 

management and oversight, including enhancement of scenario testing in this area.   

 

In addition, the Company’s ultimate parent, Sompo Holdings, has made sustainability and climate change key 

components of their Medium-Term Management Plan, which includes establishment of a Sustainability Management 

Office and a Chief Sustainability Officer, as well as pursuit of several climate related commitments. Most notably, the 

group has joined the UN-convened Net-Zero Insurance Alliance and Net-Zero Asset Owner Alliance, committing to 

become net zero in both its underwriting and its investments by 2050.  These initiatives will require the Company to 

measure its current footprint associated with these activities and then set and pursue targets for emissions reduction, 

customer and investee engagement, and transition financing.  
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Sompo International has appointed a Head of Sustainability to develop and implement an ESG framework to strengthen 

our position as a responsible global corporate citizen in support of Sompo Holdings’ broader efforts to address ESG 

issues.    

 

C.7 Other information  

COVID-19 

The risks associated with COVID-19 continue to be monitored by the Company. Though management’s best estimate 

of claims is reflected in the total booked reserves, some uncertainty remains, mainly in relation to property / business 

interruption exposure with the potential for further losses resulting from decisions in regulator and market-led test cases 

or legislative developments in certain jurisdictions that could impact the scope of intended coverage. These potential 

developments are being closely monitored by the Company and to date, have been in line with our coverage intentions. 

The Company continues to monitor for COVID-19 mutations and potential new variants of the disease, although any 

impact on the Company’s operations and results it is expected to be more contained in relation to underwriting losses 

given the actions taken during COVID-19 (e.g., adopting communicable disease exclusions when permitted by law).  

 

Ukraine 

The Company’s direct exposure to the war in Ukraine through its underwriting and investment portfolio has so far been 

limited. The Company is also closely monitoring the indirect impact of the conflict on the Company’s financial condition 

driven by the conflict’s contribution to the global inflationary and recessionary pressures, and the increased volatility in 

the financial markets. 

 

There is nothing further to report regarding the risk profile of the Company. The Company has not established any SPVs 

and holds no material off-balance sheet exposures. 
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D. Valuation for Solvency Purposes 

The ‘Valuation for solvency purposes’ section of this report provides a description of the basis, methods and main 

assumptions used in the valuation of assets, technical provisions and other liabilities for each material asset / liability 

class under Solvency II. 

 

D.1 Assets  

D.1.1 Solvency II valuation and difference from local GAAP valuation for each material class of 

asset 

Amounts in USD’000 31 Dec 2022 

 UK GAAP Re-classification 
Valuation 

differences SII basis 

Deferred acquisition costs  147,146   —   (147,146)  —  

Property, plant and equipment held for own 

use 

 2,955   —   11,587   14,542  

Investments (other than assets held for index-

linked and unit-linked contracts) 

 1,287,049   8,646   —   1,295,695  

Reinsurance recoverables  1,310,515   (348,685)  (374,150)  587,680  

Deposits to cedants  50,143   —   —   50,143  

Insurance and intermediaries receivables  548,053   (534,497)  —   13,556  

Reinsurance receivables  286,432   (116,617)  —   169,815  

Receivables (trade, not insurance)  11,778   —   —   11,778  

Cash and cash equivalents  69,145   —   —   69,145  

Deferred tax assets  9,492   —   (7,368)  2,124  

Any other assets, not elsewhere shown  14,123   (12,252)  —   1,871  

  3,736,831   (1,003,405)  (517,077)  2,216,349  

 

Amounts in USD’000    31 Dec 2021 

 UK GAAP Re-classification 
Valuation 

differences SII basis 

Deferred acquisition costs  132,502   —   (132,502)  —  

Property, plant and equipment held for own 

use 

 3,772   —   13,826   17,598  

Investments (other than assets held for index-

linked and unit-linked contracts) 

 1,128,062   5,290   —   1,133,352  

Reinsurance recoverables  947,244   (340,162)  (226,357)  380,725  

Deposits to cedants  25,612   —   —   25,612  

Insurance and intermediaries receivables  525,291   (487,225)  —   38,066  

Reinsurance receivables  259,834   (132,966)  —   126,868  

Receivables (trade, not insurance)  9,776   —   —   9,776  

Cash and cash equivalents  83,195   —   —   83,195  

Deferred tax assets  404   —   18,336   18,740  

Any other assets, not elsewhere shown  10,362   (8,871)  —   1,491  

  3,126,054   (963,934)  (326,697)  1,835,423  
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Unless otherwise stated, the Solvency II basis of valuation for all assets follows fair value measurement principles. 

There were no changes to the recognition and valuation bases over the period. Further details of the assets and 

explanations for material differences between Solvency II and financial statement valuation basis are set out below. 

 

The Solvency II Balance Sheet is constructed on the basis of discounted cash flows to ultimate.  The concept of unearned 

premium and deferred costs do not therefore exist and thus both the ceded unearned premium reserve and gross deferred 

acquisition costs are removed from the balance sheet.  

 

Deferred acquisition costs (“DAC”) 

Deferred acquisition costs are reported as assets under UK GAAP but valued at nil under Solvency II. Cashflows relating 

to future acquisition costs are included in the calculation of technical provisions. 

 

Property, plant and equipment held for own use 

Property, plant and equipment is held at fair value under Solvency II.   The UK GAAP depreciated historic cost value is 

materially equivalent with the Solvency II carrying value.  Management believe that the nature of the property, plant 

and equipment (being predominantly office equipment and fixtures and fittings) means these assets are unlikely to 

appreciate in value, but rather deteriorate throughout use.  

 

The Solvency II value includes property leases that have been capitalized in accordance with IFRS 16.  The Company 

considers that the IFRS 16 value of the right-of-use asset and liability as remeasured at balance date is materially 

equivalent to the exchange value required by Solvency II. Under UK GAAP these leases are classified as operating 

leases and are not capitalized on the Balance Sheet.  

 

Investments (other than assets held for index-linked and unit-linked contracts) 

Under Solvency II, Investments are valued at fair value including accrued interest using the following valuation 

hierarchy as set out in Article 10 of the Delegated Regulation.   

• Level 1: Quoted (unadjusted) prices in active markets for identical assets or liabilities, per Article 10(2) of the 

Delegated Regulation.   

• Level 2: Quoted prices for similar assets in markets that are active, quoted prices for identical or similar assets 

in markets that are not active or inputs that are observable either directly or indirectly, per Article 10(3) of the 

Delegated Regulation.  

• Level 3: Unobservable inputs are used to measure fair value by use of valuation techniques, per Article 10(5) 

of the Delegated Regulation.  

 

At 31 December 2022, all financial investments ($1,295.7m) were priced using Level 2 inputs, i.e. pricing service or 

index provider.  The pricing services or index providers may use current market trades for securities with similar quality, 

maturity and coupon.  
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For UK GAAP, the Company also values investments at fair value, however the accrued interest is reported separately 

under other assets.   

 

Derivatives 

Since 2022, the Company uses forward foreign exchange derivatives in order to hedge its exposure to foreign currencies. 

The derivatives are initially recognized at fair value on the date on which a derivative contract is entered into and are 

subsequently stated at fair value through the profit and loss non-technical account, using valuation techniques for which 

all significant inputs are based on observable market data. 

 

There are no differences between the Solvency II valuation and the UK GAAP valuation of derivative assets and 

liabilities.  

 

Insurance and intermediaries receivables, and reinsurance receivables 

Receivables include only items past due and recoveries in respect of paid claims.  These are fair valued at an amount 

for which they could be exchanged between knowledgeable willing parties in an arm’s length transaction, in accordance 

with Article 75 of Directive 2009/138/EC.    

 

Receivables not yet due are reclassified and form part of the technical provisions calculation under Solvency II.  For 

items past due and recoveries in respect of paid claims, the UK GAAP carrying value is equal to the Solvency II carrying 

value. 

 

Cash and cash equivalents 

Cash and cash equivalents are valued at fair value as reported to the Company by the relevant financial institution at the 

end of the period, per Article 10(2) of the Delegated Regulation.   

 

There are no significant estimates or judgments used in valuing the cash holdings. There are no differences between the 

Solvency II valuation and the UK GAAP valuation of deposits with cash and cash equivalents.  

 

Deferred tax assets 

Deferred tax is provided in full on all temporary differences arising between the Solvency II valuation and the tax bases 

of assets and liabilities. Deferred tax is calculated by tax jurisdiction such that applicable national tax rates are used for 

those calculations. Deferred tax assets and liabilities are netted off if the counterparty is the same tax authority and there 

is an ability to settle net. To the extent that there is a deferred tax asset, this will be recognised provided future taxable 

profits are considered sufficiently probable.  This is subject to ongoing review to reflect future profit projections. 
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D.1.2 Changes to the recognition and valuation bases used, or on estimations during the reporting 

period 

There have been no changes to the recognition, valuation or estimation methods used during the period.  

 

D.2 Technical provisions 

General insurance business technical provisions for solvency are calculated to reflect values based on best-estimate cash 

flows, adjusted to reflect the time value of money using a risk-free discount rate term structure, with the addition of a 

risk margin.   

 

General insurance business (non-life) technical provisions are comprised of the following components:    

• Discounted best estimate of i) future cash-flows relating to incepted earned business (claims provisions) and ii) 

future cash flows relating to incepted unearned business (premium provisions) and unincepted business for 

which the (re)insurer is ‘legally obliged’ as at the valuation date.    

• Discounted best estimate of loss and loss expense cash-flows relating to both earned and unearned business and 

both gross business and outwards reinsurance.  This includes allowance for very low probability extreme events 

referred to as Events not in Data (“ENID”) and for all expenses incurred in running-off the existing business 

(assuming a going-concern), including a share of the relevant overhead expenses.    

• Risk margin calculated using a cost of capital approach.  This approach requires the risk margin to be calculated 

by determining the cost of providing an amount of eligible own funds equal to the SCR necessary to support the 

current obligations over their lifetime. 

  

D.2.1 Technical provisions analysed by each material line of business 

Amounts in USD’000   31 Dec 2022 

 
Gross best 

estimate Risk margin Gross total Reinsurance Net total 

Fire and other damage to property insurance  357,855   22,314   380,169   (136,104)  244,065  

General liability insurance  524,006   32,595   556,601   (253,468)  303,133  

Marine, aviation and transport insurance  63,622   10,027   73,649   (64,184)  9,465  

Non-prop. marine, aviation and transport 

reinsurance 

 14,338   388   14,726   (7,424)  7,302  

Non-proportional casualty reinsurance  227,094   22,312   249,406   (85,383)  164,023  

Non-proportional property reinsurance  49,353   2,674   52,027   (20,325)  31,702  

Other1  (4,013)  3,479   (534)  (20,791)  (21,325) 

  1,232,255   93,789   1,326,044   (587,679)  738,365  

 

 
1 The negative Gross best estimate and reinsurance recoveries is due to the recognition of subrogation rights included within 

Credit and Suretyship line of business relating to Aircraft non-payment insurance claims.  
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Amounts in USD’000 

  
31 Dec 2021 

 
Gross best 

estimate Risk margin Gross total Reinsurance Net total 

Fire and other damage to property insurance  323,019   27,607   350,626   (78,372)  272,254  

General liability insurance  458,756   34,458   493,214   (212,470)  280,744  

Marine, aviation and transport insurance  77,393   8,954   86,347   (56,688)  29,659  

Non-prop. marine, aviation and transport 

reinsurance 

 14,117   1,311   15,428   (1,046)  14,382  

Non-proportional casualty reinsurance  228,465   32,688   261,153   (87,136)  174,017  

Non-proportional property reinsurance  11,218   653   11,871   (9,691)  2,180  

Other2  (78,329)  3,608   (74,721)  64,678   (10,043) 

  1,034,639   109,279   1,143,918   (380,725)  763,193  

 

Description of bases, methods and main assumptions used 

Best Estimate Liabilities  

The projection of both Solvency II best estimate liabilities and UK GAAP booked reserves utilizes paid and reported 

loss data, segmented into homogeneous risk groups. The main projection methods used include the loss development, 

Bornhuetter-Fergusson (which is a Bayesian estimation approach) and the Initial Expected Loss method. The selected 

ultimate loss may be based on one particular method, or a weighting between several methods and professional 

judgment. For some recent catastrophe events and specified large losses, incurred but not reported (“IBNR”) will be 

based upon qualitative information and recommendations from the claims department and the business units.  

 

Where applicable, reinsurance recoveries on the gross IBNR are estimated based on the Company’s reinsurance 

program.  The Company’s reinsurance recoverables include amounts from both third party and intragroup reinsurance 

and proportional and non-proportional reinsurance arrangements.  

Risk Margin 

The risk margin is calculated using a ‘cost-of-capital’ approach. It is calculated as the present value of the cost of capital 

rate (currently a prescribed 6%) applied to all future SCRs required to support the transferred liabilities through to run-

off, established on a going concern basis. The initial capital requirement with respect to initial balance sheet business 

(as at the model calibration date) is estimated using the Standard Formula model.  This capital requirement is assumed 

to reduce over time in line with the square-root of the expected run-off of the claims component (including ENIDs) of 

the Solvency II technical provisions net of reinsurance.   

 

Assumptions and Parameters 

The key parameters and assumptions used in estimation of technical provisions are set by Reserving, Capital Modelling, 

Finance and Financial Planning and Analysis functions.  These key assumptions and parameters include: initial expected 

loss ratios ("IELR"s), claims emergence and payment patterns, premium payment and receipt patterns, expenses 

 
2 The negative Gross best estimate and reinsurance recoveries is due to the recognition of subrogation rights included within 

Credit and Suretyship line of business relating to Aircraft non-payment insurance claims.  
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(unallocated loss adjustment expenses, investment expenses, general & administrative expenses) that would be incurred 

in running off the existing business, ENID loadings, reinsurance counterparty default, and currency-specific yield curves 

(used for discounting) prescribed by the PRA. Where yield curves for a given currency are not available, US Dollars is 

used; instances where this is the case are deemed to be immaterial. ENID loadings are derived using the Company’s 

Economic Capital Model (“ECM”) and are selected based on consideration of truncated reserve risk and underwriting 

risk distributions. Additionally, contracts due to incept after the Solvency II technical provisions valuation date but 

bound before the valuation date are classified as legally obliged and included in the Solvency II technical provisions. 

The legally obliged unincepted premium at 31 December 2022 was derived using actual premium on the system and 

January 2023 plan premium. 

 

D.2.2 Uncertainty associated with the value of technical provisions 

While the estimation of the technical provisions reflects all available information and data as at the valuation date, the 

ultimate settlement value of claims may deviate, in some cases materially, from the estimated amounts.   

 

General uncertainty 

Key areas of uncertainty include:   

1. Deviation of ultimate claim settlement cost from expectations. The actual final cost of settling both claims 

outstanding as at 31 December 2022 and claims expected to arise from unexpired periods of risk is uncertain.  

There is a range of possible outcomes, and the eventual outcome will almost certainly differ from any particular 

estimate made.  Technical provisions can only be estimates of future liabilities, and accordingly are subject to 

uncertainty.   

2. UK Motor. The current Ogden discount is -0.25%, effective from August 2019, with the next review due by 

2024 at the latest.  In addition to changes in the Ogden discount rate, our UK Motor excess of loss reinsurance 

book is impacted by other factors including life expectancy for PPO claimants, indexation of PPO payments, 

PPO propensity, and recent trend of ceding companies booking reserves earlier than historically observed. 

3. Rates, claims tend, terms and conditions and IELRs. There is considerable uncertainty around the impact that 

the recent period of strong rate increases will have on IELRs, particularly in light of industry concerns around 

social inflation, recent increases in base inflation, materials and supply chain issues, and changes in policy terms 

and conditions.  The significant reliance on IELRs in the estimation of the liabilities for earned exposure in the 

current year, and unearned and unincepted exposures included in the technical provisions further increases the 

uncertainty of these estimates.  

4. New classes of business.  The only new class of business added to the underwriting portfolio over the past year 

is Medical.  However, the Company has built out its insurance operations over the past five years, so there is a 

lack of historical experience for some of the newer classes that adds an additional element of uncertainty to the 

reserve estimation process.  This risk is mitigated by the significant purchases of reinsurance and use of 

benchmarks for reserving assumptions.  

5. COVID-19.  Key uncertainties around the impact of COVID-19 include legal rulings on the effectiveness of 

disease exclusions in policy wordings, indirect effects on long-tail and Credit lines (including potential 
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recessionary impacts), quantum of reinsurance recovery receivables, effects on actuarial assumptions (including 

claim development profiles which may be impacted by court shutdowns, for example), and the impact of future 

lockdowns and disease waves. 

6. Current accident year. For most classes, particularly long-tailed classes, the current accident year selected 

ultimate loss ratio is based on plan or pricing loss ratios, which adds an element of subjectivity and uncertainty 

to our ultimate loss selections. Early indications show more recent accident year loss ratios trending below 

historical experience, which provides some comfort around the robustness of the plan loss ratios on these more 

recent years. 

7. Professional Lines. The book contains a significant amount of professional liability business, where ultimate 

results can be highly sensitive to adverse trends, such as a worsening legal climate regarding security class 

actions and litigation impacting financial institutions. The Professional Lines book is exposed to specific risks 

include cladding which the claims team analyses on a quarterly basis and shares the results of this analysis with 

the Reserving team. The ceded reinsurance program, along with the experience and strong track record of the 

underwriting team, helps to somewhat mitigate the exposure for this book of business to systemic issues. 

8. Claim inflation. Whilst claim inflation is implicitly allowed for in the selected development patterns, where 

historical data has been used, there is added uncertainty in more recent years where underlying trends may differ 

to historical experience. Pricing and Plan loss ratios also make an explicit allowance for claims inflation. 

Headline CPI inflation in recent periods has been significantly higher than the long-run average between 2011-

19, which has increased the level of uncertainty in our reserve estimates. However, it should be noted that drivers 

of insurance claims costs vary by class and include other factors such as social inflation, wage inflation, 

medical/legal costs (all of which can be correlated with headline CPI to a greater or lesser degree). In response 

to this increased uncertainty, we have built a bespoke inflation reserve model to estimate the potential impact 

of elevated inflation on the reserves. The model applies inflation forecasts for key claims drivers to future 

calendar year reserve payments by year and major portfolio. The results of this model have been contemplated 

in EWIL’s year-end 2022 reserves. 

9. Event losses. Given the recent nature of Hurricane Ian, there is a particularly high level of uncertainty around 

the estimate, as loss adjusting so far has been and inflation may combine with demand surge to increase costs. 

However, as the Company has taken a market-standard approach of basing the estimate on early advice and 

modelling, this seems to be a reasonable approach at this stage of development. Additionally, there is uncertainty 

around losses from the Russia-Ukraine conflict where quantum and coverage for losses incurred in the region 

are uncertain, further clouded by the presence of international sanctions.  The Company considers that its 

approach of holding a small number of specific provisions and retained part of the plan cat budget is not 

unreasonable. The Company has performed an analysis of our exposure to this event, with the bulk of this 

concentrated on the Crisis Management and, to a lesser extent, Marine War classes. There are also two notable 

exposures on the Credit and Suretyship line of business (relating to our Financial and Political Risk and Aircraft 

non-payment insurance classes) although we do not consider these likely to result in a loss based on current 

information. Based on this exposure analysis, we have included specific provisions on our Crisis Management 
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and Marine War classes. We continue to monitor this ongoing situation closely and adjust our provisions as 

appropriate. 

 

D.2.3 Differences between Solvency II valuation and local GAAP valuation of Technical Provisions 

analysed by each material line of business  

 

 

 

 

 

Amounts in USD’000   31 Dec 2022 

Gross 

UK GAAP (net of 

DAC) 

Solvency II 

differences Risk margin Solvency II basis 

Fire and other damage to property insurance  615,740   (257,885)  22,314   380,169  

General liability insurance  766,072   (242,066)  32,595   556,601  
Marine, aviation and transport insurance  261,642   (198,020)  10,027   73,649  

Non-prop. marine, aviation and transport 

reinsurance 

 13,146   1,192   388   14,726  

Non-proportional casualty reinsurance  330,725   (103,631)  22,312   249,406  

Non-proportional property reinsurance  72,470   (23,117)  2,674   52,027  
Other  123,938   (127,951)  3,479   (534) 

  2,183,733   (951,478)  93,789   1,326,044  

Amounts in USD’000   31 Dec 2022 

Net 

UK GAAP (net of 

DAC) 

Solvency II 

differences Risk margin Solvency II basis 

Fire and other damage to property insurance  214,356   7,395   22,314   244,065  
General liability insurance  250,828   19,710   32,595   303,133  

Marine, aviation and transport insurance  91,667   (92,229)  10,027   9,465  

Non-prop. marine, aviation and transport 

reinsurance 

 (7,645)  14,559   388   7,302  

Non-proportional casualty reinsurance  165,400   (23,689)  22,312   164,023  

Non-proportional property reinsurance  3,573   25,455   2,674   31,702  

Other  87,548   (112,352)  3,479   (21,325) 

  805,727   (161,151)  93,789   738,365  

Amounts in USD’000   31 Dec 2021 

Gross 

UK GAAP (net 

of DAC) 

Solvency II 

differences Risk margin Solvency II basis 

Fire and other damage to property insurance  515,170   (192,151)  27,607   350,626  
General liability insurance  580,826   (122,070)  34,458   493,214  

Marine, aviation and transport insurance  201,920   (124,527)  8,954   86,347  

Non-prop. marine, aviation and transport 

reinsurance 
 12,477   1,640   1,311   15,428  

Non-proportional casualty reinsurance  294,357   (65,892)  32,688   261,153  

Non-proportional property reinsurance  19,467   (8,249)  653   11,871  

Other  33,066   (111,395)  3,608   (74,721) 

  1,657,283   (622,644)  109,279   1,143,918  
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Net Solvency II technical provisions at 31 December 2022 are 91.6% (2021: 94.7%) of net UK GAAP provisions.  The 

differences between GAAP and Solvency II basis technical provisions are discussed further below.  The items driving a 

reduction in the 31 December 2022 technical provisions, from GAAP basis to Solvency II basis, are the profit from 

Unearned Premium Reserve, profit from unincepted business and discounting benefit, which reduce the GAAP technical 

provisions by 9.7% and 30.3%, respectively. This is offset by items driving an increase in the 31 December 2022 

technical provisions. These items are incepted future premiums (net of acquisition costs), expenses, ENIDs and risk 

margin, which increase the GAAP technical provisions by (2.3)%, (10.2)%, (2.3)% and 7.0%, respectively.  

 

UK GAAP to Solvency II Technical Provisions Differences 

The methods and assumptions used in the valuation of technical provisions under Solvency II are broadly consistent 

with the methods and assumptions used under UK GAAP. The transition from UK GAAP to Solvency II technical 

provisions consists of the following differences:  

• Removal of margin. The Solvency II technical provisions are intended to reflect a best estimate and as such any 

margin of prudence in the UK GAAP technical provisions must be removed. Margin by class of business and 

accident year is determined by a separate actuarial analysis and deducted from the booked gross and net IBNR.   

• Reinsurance bad debt. An allowance for counterparty default, as it relates to outwards reinsurance recoveries.   

• Profit from Unearned Premium Reserve (net of DAC). The Solvency II balance sheet is based on discounted 

cash flows to ultimate; the concept of UPR / accrual accounting does not exist. Under Solvency II, the UPR (net 

of DAC) is eliminated and it’s replaced by the expected profit on the unearned premium.  

• Profit from Unincepted.  This adjustment reflects the expected profit on unincepted / legally obliged business 

included in the Solvency II technical provisions.   

• Incepted future premiums. Future premiums due to/from incepted business which includes the cost of future 

reinsurance purchased for in-force gross business.  

• ENID Loadings. An allowance for low probability extreme events not included under UK GAAP.  

• Additional Expenses. Future expenses related to the run-off of the technical provisions as of the valuation date. 

The expenses include ULAE, investment and general & administrative expenses.   

• Discounting. The Solvency II technical provisions are produced on a discounted cash flow basis. This amount 

reflects the benefit of discounting the Solvency II technical provisions.   

Amounts in USD’000   31 Dec 2021 

Net 

UK GAAP (net 

of DAC) 

Solvency II 

differences Risk margin Solvency II basis 

Fire and other damage to property insurance  214,356   30,291   27,607   272,254  
General liability insurance  250,828   (4,542)  34,458   280,744  

Marine, aviation and transport insurance  91,667   (70,962)  8,954   29,659  

Non-prop. marine, aviation and transport 

reinsurance 
 (7,645)  20,716   1,311   14,382  

Non-proportional casualty reinsurance  165,400   (24,071)  32,688   174,017  

Non-proportional property reinsurance  3,573   (2,046)  653   2,180  

Other  87,548   (101,199)  3,608   (10,043) 

  805,727   (151,813)  109,279   763,193  
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• Risk Margin. An allowance for the amount insurance and reinsurance undertakings would be expected to require 

in order to take over and meet the insurance and reinsurance obligations.   

 

D.2.4 Recoverables from reinsurance contracts and Special Purpose Vehicles ("SPV"s) 

The Company values reinsurance recoverables using standard actuarial methods.  

 

Future premium cash flows for incepted outwards reinsurance policies are taken directly from the GAAP balance sheet. 

Future premium cash flows for unincepted outwards reinsurance policies are estimated using business planning 

information.  

 

Future outwards reinsurance claims cash flows in respect of earned inwards policies are estimated as part of the 

Company's reserving process. The approach used will vary for the type of reinsurance contract (quota share, excess of 

loss, stop loss) and will include consideration of net:gross ratios and reinsurance loss ratios, as well as more mechanical 

approaches (e.g. for quota share).  

 

Future outwards reinsurance claims cash flows in respect of unearned and unincepted inwards policies are calculated 

using recovery rates parameterised from business planning and other sources.  

 

A description of the Company’s intragroup outward reinsurance programs is included in Section B of this report. The 

Company’s third party reinsurance programs are listed below.  

• Whole account quota share for insurance business  

• Various other quota share reinsurance contracts covering insurance and reinsurance lines  

• Various facultative reinsurance contacts on an individual policy basis 

• Various excess of loss reinsurance programs for a number of insurance and reinsurance classes  

 

The company does not have any third party reinsurance protection from SPVs. 

  

D.2.5 Material Changes in Relevant Assumptions Since Prior Reporting Period 

During 2022, the assumption used to calculate the unallocated loss adjustment expense reserve in the UK GAAP Reserve 

Study was reduced slightly from 2.5% to 1.9% following a study of historical paid ULAE ratios, generating a ULAE 

reserve reduction of approximately $7m. There are no other material changes to assumptions other than routine review 

of IELRs and development profiles. 

 

D.2.6 Confirmations 

The Company has not requested, and does not have in place, approvals to use the matching adjustment, volatility 

adjustment, transitional risk-free interest rate-term structure or the transitional deduction on technical provisions. 

Therefore no adjustments have been made relating to these transitional measures. 
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D.3 Other liabilities 

D.3.1 Solvency II valuation and difference local GAAP valuation for each material class of 

liabilities  

Amounts in USD’000    31 Dec 2022 

 UK GAAP Re-classification 

Valuation 

differences SII basis 

Technical provisions  2,330,879   (551,003)  (453,832)  1,326,044  

Deposits from reinsurers  —   —   —   —  

Insurance and intermediaries payables  3,136   —   —   3,136  

Reinsurance payables  647,351   (452,402)  —   194,949  

Payables (trade, not insurance) 

Payables (trade, not insurance) 

 25,947   —   11,456   37,403  

Derivative liabilities  3   —   —   3  

Any other liabilities, not elsewhere 

shown 
 99,965   —   (98,687)  1,278  

  3,107,281   (1,003,405)  (541,063)  1,562,813  

 

Amounts in USD’000    31 Dec 2021 

 UK GAAP Re-classification 

Valuation 

differences SII basis 

Technical provisions  1,789,785   (477,707)  (168,160)  1,143,918  

Deposits from reinsurers  —   212   —   212  

Insurance and intermediaries payables  14,614   (6,530)  —   8,084  

Reinsurance payables  573,214   (479,909)  1   93,306  

Payables (trade, not insurance)  37,627   —   16,691   54,318  

Deferred tax liabilities  —   —   —   —  

Any other liabilities, not elsewhere 

shown 
 99,406   —   (97,059)  2,347  

  2,514,646   (963,934)  (248,527)  1,302,185  

 

Liabilities other than technical provisions are valued at the amount for which they could be transferred, or settled, 

between knowledgeable willing parties in an arm’s length transaction, in accordance with Article 75 of Directive 

2009/138/EC; no adjustment is made to take account of the own credit standing of the Company.  There are no significant 

estimates or judgments used in valuing other liabilities.  

 

Insurance and intermediaries payables, reinsurance payables, and payables (trade, not insurance) 

Payables represents amounts past due to (re)insurers and intermediaries under current (re)insurance contracts, and other 

general payables.  The amounts payable include premiums, underwriting expenses, fees, taxes and profit commissions. 

 

Aside from reclassifications, there are no differences between the Solvency II valuation and the UK GAAP valuation of 

payables.   
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Payables (trade, not insurance) 

The Solvency II value of payables (trade, not insurance) includes property leases that have been capitalized in 

accordance with IFRS 16.  Under UK GAAP these leases are classified as operating leases and are not capitalized on 

the Balance Sheet.  

 

Any other liabilities, not elsewhere shown 

Included within any other liabilities is an amount relating to deferred RI commission, which is valued at nil under 

Solvency II akin to DAC.  

 

D.3.2 Changes to the recognition and valuation bases used, or on estimations during the reporting 

period 

There have been no changes to the recognition, valuation or estimation methods used during the period.  

 

D.4 Alternative methods for valuation  

There are no alternative methods of valuation used by the Company to value assets or liabilities.  

 

D.5 Any other information 

The Company provides letters of credit totaling $159.0m (2021: $108.8m) in favour of certain ceding companies in 

support of claims reserves in accordance with contractual and statutory obligations, these are covered by a credit facility 

with Mizuho which is uncollateralised.  

The Company is in receipt of a letter of credit in respect of a 100% quota share cover for adverse development with a 

third party reinsurer effective from 1 July 2011. At 31 December 2022 the amount due from the reinsurer in this category 

is $3.6m (2021: $3.6m), of which $2.2m from the reinsurer are collateralised by an irrevocable letter of credit from an 

“A-” rated credit institution. 

 

Except for the letters of credit noted above there is nothing further to report regarding information on the valuation of 

the Company’s assets and liabilities for solvency purposes.  
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E. Capital Management 

E.1 Own funds 

Objectives when managing capital are: 

• to comply with the capital adequacy requirements of the Solvency II regime as implemented in the UK and meet 

the expectations of the PRA as to operating levels of own funds. 

• to safeguard the Company's ability to continue as a going concern so that it can maintain policyholder protection; 

• to identify, quantify, monitor and control the risk profile with respect to the defined risk appetite and target level 

of capital; 

• to obtain and retain the ratings necessary to trade with its preferred policyholder base; and 

• to deploy capital on opportunities to underwrite business profitably. 

 

Own funds are monitored quarterly by the Company’s Risk & Compliance Committee against the latest capital 

requirements, as well as modelled over the Company’s three year business planning horizon. 

 

E.1.1 Own funds classified by tiers 

Amounts in USD’000 31 Dec 2022 31 Dec 2021 Movement 

Tier 1  651,413   514,498   136,915  

Tier 2  —   —   —  

Tier 3  2,124   18,740   (16,616) 

  653,537   533,238   120,299  

 

Tier 1 own funds consists of ordinary share capital and share premium account relating to ordinary share capital of 

$346.3m and $311.9m respectively (2021: $346.3m and $261.9m) following a $50.0m capital injection during 2022, 

and a reconciliation reserve deficit of ($6.8)m (2021: ($93.7)m). These basic own fund items are immediately available 

to absorb losses and have no duration restrictions.  The reconciliation reserve consists of excess of assets over liabilities, 

after the deduction of basic own funds items. 

 

Tier 3 own funds consists of an amount equal to the value of net deferred tax assets.  

 

All Tier 1 own funds are eligible to cover the Minimum Capital Requirement and all own funds are eligible to cover the 

Solvency Capital Requirement.    

 

The Company has no basic own-fund items that are subject to the transitional arrangements referred to in Article 308b(9) 

and (10) of Directive 2009/138/EC.  
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E.1.2 Difference between equity as shown in the financial statements and the Solvency II value excess 

of assets over liabilities 

Amounts in USD’000 31 Dec 2022 31 Dec 2021 Movement 

Net assets under UK GAAP  629,550   611,408   18,142  

Valuation differences on technical provisions under 

Solvency II 
 31,223   (95,012)  126,235  

Valuation differences on lease assets  132   (1,494)  1,626  

Valuation difference on deferred tax asset  (7,368)  18,336   (25,704) 

Excess of assets over liabilities under Solvency II  653,537   533,238   120,299  

 

Valuation differences on technical provisions under Solvency II includes: 

• the impact of the revaluation of the UK GAAP premium receivables, UPR, loss and loss expense provisions and 

related items to reflect values based on best-estimate cash flows, adjusted to reflect the time value of money 

using a risk-free discount rate term structure; and 

• General Business Risk margins: revaluations under the cost of capital approach for the impact of the uncertainty 

associated with the probability-weighted cash flows or the compensation the Company needs in order to bear 

the risk of holding additional funds to meet cash flows.    

 

The deferred tax asset valuation difference between UK GAAP and Solvency II is due to the tax impact of the risk 

margin and technical provision differences resulting in the net Solvency II deferred tax asset of $2.1m. This deferred 

tax asset can be recognized in full against the forecast future profits of the Company and all timing differences are 

expected to reverse within a one-year time horizon. The business undertakes a formal business planning process each 

year with approval from the Board and the latest approved plan shows strong future profits for the company. As a result 

of the robust governance around the planning process, the outputs are appropriate for deferred tax recognition purposes. 
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E.2 Solvency Capital Requirement ("SCR") and Minimum Capital Requirement ("MCR") 

The Company applies the Standard Formula, without modification for undertaking specific parameters.  The Company 

has used the simplification described in article 111 of the Delegated Regulation in the calculation of the risk mitigating 

effect for Counterparty default risk as the most pragmatic approach given general data availability.  

Amounts in USD’000 31 Dec 2022 31 Dec 2021 Movement 

Non-life underwriting risk  250,775   226,943   23,832  

Health underwriting risk  6,032   4,748   1,284  

Market risk  135,823   84,135   51,688  

Counterparty default risk  47,792   37,407   10,385  

Operational risk  39,858   39,827   31  

Total diversification benefit  (99,142)  (70,564)  (28,578) 

Loss absorbing capacity of deferred taxes  —   —   —  

Solvency Capital Requirement  381,138   322,496   58,642  

    
Minimum Capital Requirement  132,566   114,576   17,990  

 

The MCR is calculated in accordance with chapter VII of Title I of the Delegated Regulation.  The final amount is 

derived from a formula consisting of:  

• a linear calculation that uses the Company’s net written premiums and best estimate technical provisions as data 

inputs;  

• the linear calculation’s relation to the Solvency Capital Requirement; and   

• an absolute floor as described in Article 129(1)(d) of Directive 2009/138/EC and in Article 253 of the Delegated 

Regulation.   

For year-end 2022 following the calculations specified in the Delegated Regulation, the calculation of the Company’s 

linear MCR is more than 0.25 times the Solvency Capital Requirement but less than cap which is 0.45 times the SCR 

and so the MCR is equal to the linearly calculated MCR based on net written premiums and best estimate technical 

provisions.  

 

The SCR has prudently not been adjusted for the loss absorbing capacity of deferred taxes due to uncertainty on how 

any shock loss would impact the current business plan which does not allow us to produce reliable post shock future 

profit forecasts. 

 

E.2.1 Material change to the SCR and to the MCR over the reporting period, and the reasons for any 

such change 

The SCR has increased by approximately 18.0% while the MCR has seen a similar increase of 16.0% during the 

reporting period.  These increased capital requirements are predominately driven by the increase in business volumes 

and technical reserves. 
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E.3 Use of the duration-based equity risk sub-module in the calculation of the Solvency 

Capital Requirement 

Not applicable. 

 

E.4 Differences between the Standard Formula and any internal model used 

Not applicable. 

 

E.5 Non-compliance with the Minimum Capital Requirement and non-compliance with the 

Solvency Capital Requirement 

The Company has complied continuously with both the MCR and SCR throughout the reporting period.  

 

E.6 Any other information 

There is nothing further to report regarding information on capital management.  
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Report of the independent external auditor to the Directors of Endurance Worldwide Insurance Limited (‘the 

Company’) pursuant to Rule 4.1(2) of the External Audit Part of the PRA Rulebook applicable to Solvency II 

firms 

 

Report on the Audit of the relevant elements of the Solvency and Financial Condition Report 

 

Opinion 

Except as stated below, we have audited the following documents prepared by the Company as at 31 December 2022: 

• The ‘Valuation for solvency purposes’ and ‘Capital Management’ sections of the Solvency and Financial 

Condition Report of the Company as at 31 December 2022 (‘the Narrative Disclosures subject to audit’); and 

• Company templates S02.01.02, S17.01.02, S23.01.01, S25.01.21 and S28.01.01 (‘the Templates subject to 

audit’). 

 

The Narrative Disclosures subject to audit and the Templates subject to audit are collectively referred to as the ‘relevant 

elements of the Solvency and Financial Condition Report’. 

 

We are not required to audit, nor have we audited, and as a consequence do not express an opinion on the Other 

Information which comprises: 

• The ‘Business and performance’, ‘System of governance’ and ‘Risk profile’ sections of the Solvency and 

Financial Condition Report; 

• Company templates S05.01.02, S05.02.01 and S19.01.21; and 

• The written acknowledgement by management of their responsibilities, including for the preparation of the 

Solvency and Financial Condition Report (‘the Responsibility Statement’). 

 

To the extent the information subject to audit in the relevant elements of the Solvency and Financial Condition Report 

includes amounts that are totals, sub-totals or calculations derived from the Other Information, we have relied without 

verification on the Other Information. 

 

In our opinion, the information subject to audit in the relevant elements of the Solvency and Financial Condition Report 

of the Company as at 31 December 2022 is prepared, in all material respects, in accordance with the financial reporting 

provisions of the PRA Rules and Solvency II regulations on which they are based.  

 

Basis for opinion 

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)), including ‘ISA (UK) 

800 (Revised) Special Considerations – Audits of Financial Statements Prepared in Accordance with Special Purpose 

Frameworks’ and ‘ISA (UK) 805 (Revised) Special Considerations - Audits of Single Financial Statements and Specific 

Elements, Accounts or Items of a Financial Statement’. Our responsibilities under those standards are further described 
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in the Auditor’s Responsibilities for the Audit of the relevant elements of the Solvency and Financial Condition Report 

section of our report. We are independent of the Company in accordance with the ethical requirements that are relevant 

to our audit of the Solvency and Financial Condition Report in the UK, including the FRC’s Ethical Standard as applied 

to public interest entities, and we have fulfilled our other ethical responsibilities in accordance with these requirements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 

 

Conclusions relating to going concern 

In auditing the relevant elements of the Solvency and Financial Condition Report, we have concluded that the Directors’ 

use of the going concern basis of accounting in the preparation of the Solvency and Financial Condition Report is 

appropriate. Our evaluation of the Directors’ assessment of the Company’s ability to continue to adopt the going concern 

basis of accounting included:  

• We confirmed our understanding of the Directors’ going concern assessment process; 

• We obtained and evaluated the Directors’ going concern assessment which covers a period of twelve months 

from when the Solvency and Financial Condition Report is authorised for issue.  This included management’s 

forecast of the Company’s financial solvency and liquidity, including stress scenarios; 

• We considered the financial strength of a related company, Endurance Specialty Insurance Limited, in 

consideration of the ability of that related company to meet its obligations under reinsurance arrangements with 

Endurance Worldwide Insurance Limited. 

 

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 12 months from when the Solvency and Financial Condition Report is authorised for issue.  

Our responsibilities and the responsibilities of the Directors with respect to going concern are described in the relevant 

sections of this report. However, because not all future events or conditions can be predicted, this statement is not a 

guarantee as to the Company’s ability to continue as a going concern. 

 

Emphasis of matter – basis of accounting and restriction on use 

We draw attention to the ‘Valuation for solvency purposes’, ‘Capital Management’ and other relevant disclosures 

sections of the Solvency and Financial Condition Report, which describe the basis of accounting. The Solvency and 

Financial Condition Report is prepared in compliance with the financial reporting provisions of the PRA Rules and 

Solvency II regulations, and therefore in accordance with a special purpose financial reporting framework. The Solvency 

and Financial Condition Report is required to be published, and intended users include but are not limited to the (‘PRA’). 

As a result, the Solvency and Financial Condition Report may not be suitable for another purpose. 
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This report is made solely to the Directors of the Company in accordance with Rule 2.1 of the External Audit Part of the 

PRA Rulebook for Solvency II firms. Our work has been undertaken so that we might report to the Directors those 

matters that we have agreed to state to them in this report and for no other purpose. 

 

Our opinion is not modified in respect of these matters. 

 

Other information 

The Directors are responsible for the Other Information contained within the Solvency and Financial Condition Report.  

 

Our opinion on the relevant elements of the Solvency and Financial Condition Report does not cover the Other 

Information and we do not express an audit opinion or any form of assurance conclusion thereon. 

 

Our responsibility is to read the Other Information and, in doing so, consider whether the Other Information is materially 

inconsistent with the relevant elements of the Solvency and Financial Condition Report or our knowledge obtained in 

the course of the audit, or otherwise appears to be materially misstated. If we identify such material inconsistencies or 

apparent material misstatements, we are required to determine whether this gives rise to a material misstatement in the 

relevant elements of the Solvency and Financial Condition Report themselves. 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 in this regard. 

 

Responsibilities of Directors for the Solvency and Financial Condition Report 

The Directors are responsible for the preparation of the Solvency and Financial Condition Report in accordance with 

the financial reporting provisions of the PRA Rules and Solvency II regulations. 

 

The Directors are also responsible for such internal control as they determine is necessary to enable the preparation of 

a Solvency and Financial Condition Report that is free from material misstatement, whether due to fraud or error. 

 

In preparing the Solvency and Financial Condition Report, the Directors are responsible for assessing the Company’s 

ability to continue in operation, disclosing as applicable, matters related to its ability to continue in operation and using 

the going concern basis of accounting unless the Directors either intend to cease to operate the Company, or have no 

realistic alternative but to do so.  

 

Those charged with governance are responsible for overseeing the Company’s financial reporting process. 
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Auditor’s responsibilities for the audit of the relevant elements of the Solvency and Financial Condition Report 

It is our responsibility to form an independent opinion as to whether the relevant elements of the Solvency and Financial 

Condition Report are prepared, in all material respects, with the financial reporting provisions of the PRA Rules and 

Solvency II regulations on which they are based. 

 

Our objectives are to obtain reasonable assurance about whether the relevant elements of the Solvency and Financial 

Condition Report are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 

includes our opinion. Reasonable assurance is a high level of assurance, but it is not a guarantee that an audit conducted 

in accordance with ISAs (UK) will always detect a material 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 decision making or the judgement of the users taken on the basis of the Solvency 

and Financial Condition Report. 

 

Explanation as to what extent the audit was considered capable of detecting irregularities, including fraud  

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line 

with our responsibilities, outlined above, to detect irregularities, including fraud. The risk of not detecting a material 

misstatement due to fraud is higher than the risk of not detecting one resulting from error, as fraud may involve deliberate 

concealment by, for example, forgery or intentional misrepresentations, or through collusion.   The extent to which our 

procedures are capable of detecting irregularities, including fraud is detailed below. 

However, the primary responsibility for the prevention and detection of fraud rests with both those charged with 

governance of the Company and management.  

• We obtained an understanding of the legal and regulatory frameworks that are applicable to the group and 

determined that the most significant are PRA Rules and the Solvency II regulations, requirements of the 

Financial Conduct Authority (‘FCA’), tax legislation and the Companies Act 2006. 

• We understood how the Company is complying with those frameworks by making enquiries of management, 

internal audit, and those responsible for legal and compliance matters. We also reviewed correspondence 

between the Company and UK regulatory bodies; reviewed minutes of the Board and Audit Committee; and 

gained an understanding of the Company’s approach to governance, compliance and internal control.  

• We assessed the susceptibility of the Company’s Solvency and Financial Condition Report to material 

misstatement, including how fraud might occur by considering the controls that the Company has established 

to address risks identified, or that otherwise seek to prevent, deter, or detect fraud.  We also considered areas of 

significant judgement, and the impact these have on the control environment. Where this risk was considered to 

be higher, we performed audit procedures to address identified fraud risk. 

• Based on this understanding we designed our audit procedures to identify non-compliance with such laws and 

regulations. Our procedures involved making enquiry of those charged with governance and senior management 
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for their awareness of any non-compliance of laws or regulations, inquiring about the policies that have been 

established to prevent non-compliance with laws and regulations by officers and employees, inquiring about the 

Company’s methods of enforcing and monitoring compliance with such policies, and inspecting significant 

correspondence with the FCA and PRA.  

• The Company operates in the insurance industry which is a highly regulated environment. As such the Audit 

Engagement Partner has considered the experience and expertise of the engagement team to ensure that the team 

had appropriate competence and capabilities. 

A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting 

Council’s website at: https://www.frc.org.uk/auditorsresponsibilities.This description forms part of our auditor’s Report 

on the Solvency and Financial Condition Report. 

 

Report on Other Legal and Regulatory Requirements  

In accordance with Rule 4.1(3) of the External Audit Part of the PRA Rulebook for Solvency II firms we are required 

to consider whether the Other Information is materially inconsistent with our knowledge obtained in the audit of 

Endurance Worldwide Insurance Limited’s statutory financial statements. 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 in this regard. 

 

 

 

Ernst & Young LLP 

London 

31 March 2023 

 

 
Notes: 

1. The maintenance and integrity of the Sompo International web site, where Endurance Worldwide Insurance 

Limited’s Solvency and Financial Conditrion Report is uploaded, is the responsibility of the Directors; the work 

carried out by the auditors does not involve consideration of these matters and, accordingly, the auditors accept 

no responsibility for any changes that may have occurred to the Solvency and Financial Condition Report since 

it was approved.  
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Appendix 1 – Quantitative reporting templates 

 

The templates are provided as an appendix to this document. The Company is required to disclose the following 

templates as set out in the Commission Implementing Regulation (EU) 2015/2452 of 2 December 2015 laying down 

implementing technical standards, currently retained as UK regulation, with regard to the procedures, formats and 

templates of the solvency and financial condition report in accordance with Directive 2009/138/EC of the European 

Parliament and of the Council. 

 

 

Template code Template name 

  

S.02.01.02 Balance sheet 

  

S.05.01.02 Premiums, claims and expenses 

  

S.05.02.01 Premiums, claims and expenses by country 

  

S.17.01.02 Non-life technical provisions 

  

S.19.01.21 Non-life insurance claims 

  

S.23.01.01 Own funds 

  

S.25.01.21 Solvency Capital Requirement – for undertakings on Standard Formula 

  

S.28.01.01 Minimum Capital Requirement – Only life or only non-life insurance or 

reinsurance activity 
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S.02.01.02

Balance sheet

Solvency II

 value

Assets C0010

R0030 Intangible assets 0

R0040 Deferred tax assets 2,124

R0050 Pension benefit surplus 0

R0060 Property, plant & equipment held for own use 14,542

R0070 Investments (other than assets held for index-linked and unit-linked contracts) 1,295,695

R0080 Property (other than for own use) 0

R0090 Holdings in related undertakings, including participations 0

R0100 Equities 0

R0110 Equities - listed 0

R0120 Equities - unlisted 0

R0130 Bonds 1,293,880

R0140 Government Bonds 345,440

R0150 Corporate Bonds 555,061

R0160 Structured notes 0

R0170 Collateralised securities 393,378

R0180 Collective Investments Undertakings 1

R0190 Derivatives 1,814

R0200 Deposits other than cash equivalents 0

R0210 Other investments 0

R0220 Assets held for index-linked and unit-linked contracts 0

R0230 Loans and mortgages 0

R0240 Loans on policies 0

R0250 Loans and mortgages to individuals 0

R0260 Other loans and mortgages 0

R0270 Reinsurance recoverables from: 587,680

R0280 Non-life and health similar to non-life 587,680

R0290 Non-life excluding health 581,123

R0300 Health similar to non-life 6,557

R0310 Life and health similar to life, excluding index-linked and unit-linked 0

R0320 Health similar to life 0

R0330 Life excluding health and index-linked and unit-linked 0

R0340 Life index-linked and unit-linked 0

R0350 Deposits to cedants 50,143

R0360 Insurance and intermediaries receivables 13,556

R0370 Reinsurance receivables 169,815

R0380 Receivables (trade, not insurance) 11,778

R0390 Own shares (held directly) 0

R0400 Amounts due in respect of own fund items or initial fund called up but not yet paid in 0

R0410 Cash and cash equivalents 69,145

R0420 Any other assets, not elsewhere shown 1,871

R0500 Total assets 2,216,350
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S.02.01.02

Balance sheet

Solvency II

 value

Liabilities C0010

R0510 Technical provisions - non-life 1,326,044

R0520 Technical provisions - non-life (excluding health) 1,308,629

R0530 TP calculated as a whole 0

R0540 Best Estimate 1,216,797

R0550 Risk margin 91,831

R0560 Technical provisions - health (similar to non-life) 17,415

R0570 TP calculated as a whole 0

R0580 Best Estimate 15,457

R0590 Risk margin 1,958

R0600 Technical provisions - life (excluding index-linked and unit-linked) 0

R0610 Technical provisions - health (similar to life) 0

R0620 TP calculated as a whole 0

R0630 Best Estimate 0

R0640 Risk margin 0

R0650 Technical provisions - life (excluding health and index-linked and unit-linked) 0

R0660 TP calculated as a whole 0

R0670 Best Estimate 0

R0680 Risk margin 0

R0690 Technical provisions - index-linked and unit-linked 0

R0700 TP calculated as a whole 0

R0710 Best Estimate 0

R0720 Risk margin 0

R0740 Contingent liabilities 0

R0750 Provisions other than technical provisions 0

R0760 Pension benefit obligations 0

R0770 Deposits from reinsurers 0

R0780 Deferred tax liabilities 0

R0790 Derivatives 3

R0800 Debts owed to credit institutions 0

R0810 Financial liabilities other than debts owed to credit institutions 0

R0820 Insurance & intermediaries payables 3,136

R0830 Reinsurance payables 194,949

R0840 Payables (trade, not insurance) 37,403

R0850 Subordinated liabilities 0

R0860 Subordinated liabilities not in BOF 0

R0870 Subordinated liabilities in BOF 0

R0880 Any other liabilities, not elsewhere shown 1,278

R0900 Total liabilities 1,562,813

R1000 Excess of assets over liabilities 653,537
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S.05.01.02

Non-life

Medical 

expense 

insurance

Income 

protection 

insurance

Workers' 

compensation 

insurance

Motor vehicle 

liability 

insurance

Other motor 

insurance

Marine, 

aviation and 

transport 

insurance

Fire and 

other damage 

to property 

insurance

General 

liability 

insurance

Credit and 

suretyship 

insurance

Legal 

expenses 

insurance

Assistance
Misc. financial 

loss
Health Casualty

Marine, 

aviation and 

transport

Property

C0010 C0020 C0030 C0040 C0050 C0060 C0070 C0080 C0090 C0100 C0110 C0120 C0130 C0140 C0150 C0160 C0200

Premiums written

R0110 Gross - Direct Business 1,477 9,839 161 0 86,849 279,268 311,687 37,071 726,352

R0120 Gross - Proportional reinsurance accepted 0 4,847 0 0 115,774 207,575 123,120 42,003 493,319

R0130 Gross - Non-proportional reinsurance accepted 3,026 128,577 6,971 10,655 149,229

R0140 Reinsurers' share 806 7,945 88 0 139,497 350,022 286,460 60,767 1,647 74,029 5,209 8,586 935,057

R0200 Net 670 6,741 73 0 63,126 136,821 148,347 18,307 1,379 54,548 1,761 2,069 433,843

Premiums earned

R0210 Gross - Direct Business 453 13,695 195 0 85,680 269,837 309,537 24,424 703,821

R0220 Gross - Proportional reinsurance accepted 0 3,641 0 0 90,584 208,192 95,900 40,620 438,937

R0230 Gross - Non-proportional reinsurance accepted 3,003 122,196 7,843 11,622 144,664

R0240 Reinsurers' share 265 10,024 115 0 122,280 359,095 277,212 50,335 1,749 74,571 6,176 10,162 911,984

R0300 Net 188 7,312 80 0 53,984 118,934 128,226 14,709 1,253 47,625 1,668 1,460 375,438

Claims incurred

R0310 Gross - Direct Business 444 8,240 97 0 45,277 190,528 179,553 -6,627 417,511

R0320 Gross - Proportional reinsurance accepted 0 1,109 0 0 37,493 178,503 66,801 26,470 310,376

R0330 Gross - Non-proportional reinsurance accepted 691 67,870 5,893 5,161 79,615

R0340 Reinsurers' share 279 5,839 63 0 61,986 276,123 174,226 -2,744 433 47,724 5,249 3,379 572,557

R0400 Net 165 3,510 33 0 20,783 92,908 72,128 22,587 259 20,146 644 1,781 234,945

Changes in other technical provisions

R0410 Gross - Direct Business 0 0 0 0 0 0 0 0 0

R0420 Gross - Proportional reinsurance accepted 0 0 0 0 0 0 0 0 0

R0430 Gross - Non-proportional reinsurance accepted 0 0 0 0 0

R0440 Reinsurers' share 0 0 0 0 0 0 0 0 0 0 0 0 0

R0500 Net 0 0 0 0 0 0 0 0 0 0 0 0 0

R0550 Expenses incurred 106 4,754 7 0 12,313 14,072 12,760 2,794 559 4,168 481 -254 51,760

R1200 Other expenses

R1300 Total expenses 51,760

Premiums, claims and expenses by line of business

Line of Business for: non-life insurance and reinsurance obligations (direct business and accepted proportional reinsurance)
Line of business for: accepted non-proportional 

reinsurance

Total
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S.05.02.01

Premiums, claims and expenses by country

Non-life

C0010 C0020 C0030 C0040 C0050 C0060 C0070

R0010 US CA AU CH MX

C0080 C0090 C0100 C0110 C0120 C0130 C0140

Premiums written

R0110 Gross - Direct Business 463,625 228,467 5,588 5,818 246 86 703,830

R0120 Gross - Proportional reinsurance accepted 54,504 126,991 63,622 30,650 13,002 17,377 306,147

R0130 Gross - Non-proportional reinsurance accepted 72,403 21,492 10,414 6,583 7,881 425 119,198

R0140 Reinsurers' share 377,167 272,123 52,219 28,266 15,217 13,987 758,980

R0200 Net 213,365 104,826 27,405 14,786 5,912 3,901 370,195

Premiums earned

R0210 Gross - Direct Business 439,381 229,948 7,777 5,085 157 152 682,500

R0220 Gross - Proportional reinsurance accepted 43,677 99,419 59,003 25,710 16,481 14,134 258,423

R0230 Gross - Non-proportional reinsurance accepted 72,069 13,901 13,146 5,248 8,362 580 113,306

R0240 Reinsurers' share 369,370 251,906 55,942 25,080 17,997 12,039 732,334

R0300 Net 185,756 91,361 23,985 10,963 7,003 2,827 321,895

Claims incurred

R0310 Gross - Direct Business 242,972 165,100 3,272 4,923 36 41 416,343

R0320 Gross - Proportional reinsurance accepted 54,327 97,317 26,286 14,322 13,234 2,930 208,415

R0330 Gross - Non-proportional reinsurance accepted 26,419 10,720 6,503 2,600 9,644 389 56,275

R0340 Reinsurers' share 214,818 203,975 25,990 15,753 19,105 2,728 482,369

R0400 Net 108,900 69,161 10,070 6,093 3,808 632 198,664

Changes in other technical provisions

R0410 Gross - Direct Business 0

R0420 Gross - Proportional reinsurance accepted 0

R0430 Gross - Non-proportional reinsurance accepted 0

R0440 Reinsurers' share 0

R0500 Net 0 0 0 0 0 0 0

R0550 Expenses incurred 19,689 16,242 6,026 2,061 1,118 262 45,398

R1200 Other expenses

R1300 Total expenses 45,398

Home Country

Top 5 countries (by amount of gross premiums written) - 

non-life obligations

Top 5 countries (by amount of gross 

premiums written) - non-life 

obligations Total Top 5 and 

home country
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S.17.01.02

Non-Life Technical Provisions

Medical 

expense 

insurance

Income 

protection 

insurance

Workers' 

compensation 

insurance

Motor vehicle 

liability 

insurance

Other motor 

insurance

Marine, 

aviation and 

transport 

insurance

Fire and other 

damage to 

property 

insurance

General 

liability 

insurance

Credit and 

suretyship 

insurance

Legal expenses 

insurance
Assistance

Miscellaneous 

financial loss

Non-

proportional 

health 

reinsurance

Non-

proportional 

casualty 

reinsurance

Non-

proportional 

marine, 

aviation and 

transport 

reinsurance

Non-

proportional 

property 

reinsurance

C0020 C0030 C0040 C0050 C0060 C0070 C0080 C0090 C0100 C0110 C0120 C0130 C0140 C0150 C0160 C0170 C0180

R0010 Technical provisions calculated as a whole 0 0 0 0 0 0 0 0 0 0 0 0 0

R0050

Total Recoverables from reinsurance/SPV and Finite Re after the 

adjustment for expected losses due to counterparty default 

associated to TP calculated as a whole

0 0 0 0 0 0 0 0 0 0 0 0 0

Technical provisions calculated as a sum of BE and RM

Best estimate

Premium provisions

R0060 Gross -72 -1,442 1,253 0 -37,130 -2,318 30,397 -4,362 -233 -11,899 -1,585 2,390 -25,002

R0140

Total recoverable from reinsurance/SPV and Finite 

Re after the adjustment for expected losses due to 

counterparty default

11 73 -77 0 16,854 -11,611 -7,970 24,856 22 -11,322 839 427 12,101

R0150 Net Best Estimate of Premium Provisions -84 -1,515 1,330 0 -53,983 9,293 38,367 -29,217 -255 -578 -2,424 1,963 -37,103

Claims provisions

R0160 Gross 217 4,756 9,728 0 100,752 360,173 493,609 -15,108 1,250 238,994 15,923 46,963 1,257,257

R0240

Total recoverable from reinsurance/SPV and Finite 

Re after the adjustment for expected losses due to 

counterparty default

2 3,311 2,878 0 47,331 147,715 261,439 -10,621 337 96,705 6,586 19,898 575,579

R0250 Net Best Estimate of Claims Provisions 215 1,445 6,850 0 53,422 212,458 232,170 -4,487 914 142,289 9,337 27,065 681,678

R0260 Total best estimate - gross 144 3,314 10,981 0 63,622 357,855 524,006 -19,470 1,017 227,094 14,338 49,352 1,232,255

R0270 Total best estimate - net 131 -70 8,180 0 -562 221,751 270,538 -33,704 659 141,711 6,913 29,028 644,575

R0280 Risk margin 62 921 794 0 10,027 22,314 32,595 1,521 182 22,312 388 2,674 93,789

Amount of the transitional on Technical Provisions

R0290 Technical Provisions calculated as a whole 0 0 0 0 0 0 0 0 0 0 0 0 0

R0300 Best estimate 0 0 0 0 0 0 0 0 0 0 0 0 0

R0310 Risk margin 0 0 0 0 0 0 0 0 0 0 0 0 0

R0320 Technical provisions - total 206 4,235 11,775 0 73,649 380,169 556,601 -17,949 1,199 249,407 14,725 52,027 1,326,044

R0330

Recoverable from reinsurance contract/SPV and 

Finite Re after the adjustment for expected losses due to 

counterparty default - total

13 3,384 2,801 0 64,184 136,104 253,468 14,234 358 85,383 7,424 20,325 587,680

R0340
Technical provisions minus recoverables from 

reinsurance/SPV and Finite Re - total
193 851 8,974 0 9,465 244,065 303,133 -32,183 840 164,024 7,301 31,702 738,364

Direct business and accepted proportional reinsurance Accepted non-proportional reinsurance

Total Non-Life 

obligation
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S.19.01.21

Non-Life insurance claims

Total Non-life business

Z0020 Accident year / underwriting year  

Gross Claims Paid (non-cumulative)

(absolute amount)

C0010 C0020 C0030 C0040 C0050 C0060 C0070 C0080 C0090 C0100 C0110 C0170 C0180

Year

0 1 2 3 4 5 6 7 8 9 10 & +

R0100 Prior 1,198 1,198 1,198

R0160 2013 503 8,764 2,523 3,072 557 -6 565 1,197 701 612 612 18,487

R0170 2014 4,142 23,662 5,718 2,561 1,204 2,819 1,907 1,664 930 930 44,606

R0180 2015 11,250 36,073 48,857 20,258 7,543 1,167 9,245 4,857 4,857 139,250

R0190 2016 28,531 55,663 32,636 16,990 9,584 14,346 10,540 10,540 168,291

R0200 2017 21,490 65,425 34,907 21,996 12,528 7,497 7,497 163,844

R0210 2018 9,789 33,360 33,871 18,628 20,874 20,874 116,522

R0220 2019 7,942 64,038 68,246 36,908 36,908 177,134

R0230 2020 39,764 198,835 -25,427 -25,427 213,171

R0240 2021 37,489 141,369 141,369 178,858

R0250 2022 45,601 45,601 45,601

R0260 Total 244,959 1,266,962

Gross Undiscounted Best Estimate Claims Provisions

(absolute amount)

C0360

C0200 C0210 C0220 C0230 C0240 C0250 C0260 C0270 C0280 C0290 C0300

Year

0 1 2 3 4 5 6 7 8 9 10 & +

R0100 Prior 5,928 11,758

R0160 2013 0 0 0 11,758 10,632 9,658 16,122 12,347 6,909 18 3,250

R0170 2014 0 0 24,093 22,795 16,487 14,300 11,330 10,126 765 6,816

R0180 2015 0 103,806 49,703 30,770 19,796 22,164 21,118 3,006 13,065

R0190 2016 135,598 85,626 60,297 38,557 48,129 31,381 23,432 30,408

R0200 2017 198,715 115,847 83,573 66,577 43,309 42,345 45,309

R0210 2018 167,286 118,454 90,191 76,703 38,434 52,508

R0220 2019 181,586 153,772 98,833 33,592 57,956

R0230 2020 335,773 110,418 58,235 94,613

R0240 2021 537,671 307,846 335,907

R0250 2022 556,596 605,666

R0260 Total 1,257,257

Accident Year

Development year In Current 

year

Sum of years 

(cumulative)

Year end 

(discounted 

data)

Development year
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S.23.01.01

Own Funds

Basic own funds before deduction for participations in other financial sector as foreseen in article 68 of Delegated Regulation 2015/35 Total
Tier 1

unrestricted

Tier 1

restricted
Tier 2 Tier 3

C0010 C0020 C0030 C0040 C0050

R0010 Ordinary share capital (gross of own shares) 346,320 346,320 0

R0030 Share premium account related to ordinary share capital 311,920 311,920 0

R0040 Initial funds, members' contributions or the equivalent basic own-fund item for mutual and mutual-type undertakings 0 0 0

R0050 Subordinated mutual member accounts 0 0 0 0

R0070 Surplus funds 0 0

R0090 Preference shares 0 0 0 0

R0110 Share premium account related to preference shares 0 0 0 0

R0130 Reconciliation reserve -6,828 -6,828

R0140 Subordinated liabilities 0 0 0 0

R0160 An amount equal to the value of net deferred tax assets 2,124 2,124

R0180 Other own fund items approved by the supervisory authority as basic own funds not specified above 0 0 0 0 0

R0220 Own funds from the financial statements that should not be represented by the reconciliation reserve and do not meet the criteria to be classified as Solvency II own funds 0

R0230 Deductions for participations in financial and credit institutions 0

R0290 Total basic own funds after deductions 653,537 651,413 0 0 2,124

Ancillary own funds

R0300 Unpaid and uncalled ordinary share capital callable on demand 0

R0310 Unpaid and uncalled initial funds, members' contributions or the equivalent basic own fund item for mutual and mutual - type undertakings, callable on demand 0

R0320 Unpaid and uncalled preference shares callable on demand 0

R0330 A legally binding commitment to subscribe and pay for subordinated liabilities on demand 0

R0340 Letters of credit and guarantees under Article 96(2) of the Directive 2009/138/EC 0

R0350 Letters of credit and guarantees other than under Article 96(2) of the Directive 2009/138/EC 0

R0360 Supplementary members calls under first subparagraph of Article 96(3) of the Directive 2009/138/EC 0

R0370 Supplementary members calls - other than under first subparagraph of Article 96(3) of the Directive 2009/138/EC 0

R0390 Other ancillary own funds 0

R0400 Total ancillary own funds 0 0 0

Available and eligible own funds

R0500 Total available own funds to meet the SCR 653,537 651,413 0 0 2,124

R0510 Total available own funds to meet the MCR 651,413 651,413 0 0

R0540 Total eligible own funds to meet the SCR 653,537 651,413 0 0 2,124

R0550 Total eligible own funds to meet the MCR 651,413 651,413 0 0

R0580 SCR 381,138

R0600 MCR 132,566

R0620 Ratio of Eligible own funds to SCR 171.47%

R0640 Ratio of Eligible own funds to MCR 491.39%

Reconcilliation reserve C0060

R0700 Excess of assets over liabilities 653,537

R0710 Own shares (held directly and indirectly) 0

R0720 Foreseeable dividends, distributions and charges

R0730 Other basic own fund items 660,365

R0740 Adjustment for restricted own fund items in respect of matching adjustment portfolios and ring fenced funds 0

R0760 Reconciliation reserve -6,828

Expected profits

R0770 Expected profits included in future premiums (EPIFP) - Life business

R0780 Expected profits included in future premiums (EPIFP) - Non- life business 228,906

R0790 Total Expected profits included in future premiums (EPIFP) 228,906
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S.25.01.21

Solvency Capital Requirement - for undertakings on Standard Formula

Gross solvency 

capital requirement
USP Simplifications

C0110 C0090 C0120

R0010 Market risk 135,823

R0020 Counterparty default risk 47,792

R0030 Life underwriting risk 0

R0040 Health underwriting risk 6,032

R0050 Non-life underwriting risk 250,775

R0060 Diversification -99,143

R0070 Intangible asset risk 0

R0100 Basic Solvency Capital Requirement 341,279

Calculation of Solvency Capital Requirement C0100

R0130 Operational risk 39,858

R0140 Loss-absorbing capacity of technical provisions 0

R0150 Loss-absorbing capacity of deferred taxes

R0160 Capital requirement for business operated in accordance with Art. 4 of Directive 2003/41/EC 0

R0200 Solvency Capital Requirement excluding capital add-on 381,138

R0210 Capital add-ons already set 0

R0220 Solvency capital requirement 381,138

Other information on SCR

R0400 Capital requirement for duration-based equity risk sub-module 0

R0410 Total amount of Notional Solvency Capital Requirements for remaining part 0

R0420 Total amount of Notional Solvency Capital Requirements for ring fenced funds 0

R0430 Total amount of Notional Solvency Capital Requirements for matching adjustment portfolios 0

R0440 Diversification effects due to RFF nSCR aggregation for article 304 0

Approach to tax rate C0109

R0590 Approach based on average tax rate Not applicable

Calculation of loss absorbing capacity of deferred taxes
LAC DT

C0130

R0640 LAC DT

R0650 LAC DT justified by reversion of deferred tax liabilities 0

R0660 LAC DT justified by reference to probable future taxable economic profit 0

R0670 LAC DT justified by carry back, current year 0

R0680 LAC DT justified by carry back, future years 0

R0690 Maximum LAC DT 0

USP Key

For life underwriting risk:

1 - Increase in the amount of annuity 

      benefits

9 - None

For health underwriting risk:

1 - Increase in the amount of annuity 

      benefits

2 - Standard deviation for NSLT health

      premium risk

3 - Standard deviation for NSLT health gross

      premium risk

4 - Adjustment factor for non-proportional

      reinsurance

5 - Standard deviation for NSLT health 

      reserve risk

9 - None

For non-life underwriting risk:

4 - Adjustment factor for non-proportional

      reinsurance

6 - Standard deviation for non-life 

      premium risk

7 - Standard deviation for non-life gross

      premium risk

8 - Standard deviation for non-life 

      reserve risk

9 - None
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S.28.01.01

Minimum Capital Requirement - Only life or only non-life insurance or reinsurance activity 

Linear formula component for non-life insurance and reinsurance obligations C0010

R0010 MCRNL Result 132,566

Net (of 

reinsurance/SPV) best 

estimate and TP 

calculated as a whole

Net (of reinsurance) 

written premiums in 

the last 12 months

C0020 C0030

R0020 Medical expense insurance and proportional reinsurance 131 322

R0030 Income protection insurance and proportional reinsurance 0 6,588

R0040 Workers' compensation insurance and proportional reinsurance 8,180 103

R0050 Motor vehicle liability insurance and proportional reinsurance 0 0

R0060 Other motor insurance and proportional reinsurance 0 0

R0070 Marine, aviation and transport insurance and proportional reinsurance 0 60,066

R0080 Fire and other damage to property insurance and proportional reinsurance 221,751 135,801

R0090 General liability insurance and proportional reinsurance 270,538 145,703

R0100 Credit and suretyship insurance and proportional reinsurance 0 11,441

R0110 Legal expenses insurance and proportional reinsurance 0 0

R0120 Assistance and proportional reinsurance 0 0

R0130 Miscellaneous financial loss insurance and proportional reinsurance 0 0

R0140 Non-proportional health reinsurance 659 1,300

R0150 Non-proportional casualty reinsurance 141,711 57,160

R0160 Non-proportional marine, aviation and transport reinsurance 6,913 2,764

R0170 Non-proportional property reinsurance 29,028 3,254

Linear formula component for life insurance and reinsurance obligations C0040

R0200 MCRL Result 0

Net (of 

reinsurance/SPV) best 

estimate and TP 

calculated as a whole

Net (of 

reinsurance/SPV) total 

capital at risk

C0050 C0060

R0210 Obligations with profit participation - guaranteed benefits 0

R0220 Obligations with profit participation - future discretionary benefits 0

R0230 Index-linked and unit-linked insurance obligations 0

R0240 Other life (re)insurance and health (re)insurance obligations 0

R0250 Total capital at risk for all life (re)insurance obligations 0

Overall MCR calculation C0070

R0300 Linear MCR 132,566

R0310 SCR 381,138

R0320 MCR cap 171,512

R0330 MCR floor 95,284

R0340 Combined MCR 132,566

R0350 Absolute floor of the MCR 3,966

R0400 Minimum Capital Requirement 132,566
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