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Introduction

This report has been prepared in compliance with the public disclosure requirements of the Insurance (Group Supervision) 
Rules 2011 of the Bermuda Monetary Authority (the "BMA"). In fulfillment of the public disclosure rules, this report contains 
information regarding Sompo International Holdings, Ltd. ("Sompo International", "SIH") and its group of companies ("the 
Group"). In line with BMA reporting requirements for 2025, the financial information, consolidated financial results and 
financial position included in this report (inclusive of the enhanced capital requirement and minimum solvency margin) are 
those of SIH and Endurance Specialty Insurance Ltd. ("ESIL", "the Company") and its subsidiaries on a consolidated basis. SIH 
is the Bermuda domiciled, Group holding company. ESIL is the Bermuda domiciled, Class 4 insurer. All other information 
provided in this report for the Group refers to the entire group of companies of Sompo International. Refer to the Organizational 
Chart - Appendix A.  The amounts reported in tables are expressed in thousands of United States dollars, except for ratios, share 
and per share amounts. The amounts reported in text are expressed in millions of United States dollars. 
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Part 1.  Business & Performance

Item 1.b.  Group Supervisor  Bermuda Monetary Authority
     BMA House
     43 Victoria Street
     Hamilton HM 12    
     Bermuda

Sompo Holdings, Inc. ("Sompo Holdings"), the parent company to Sompo International, is a publicly-owned holding company, 
formed under the laws of Japan, whose capital stock is traded on the Tokyo Stock Exchange. It is regulated by the Japanese 
Financial Services Agency ("JFSA"). On May 9, 2017, the BMA invoked sub-group supervision on the Group. The JFSA will 
continue to be the Group Supervisor for Sompo Group. 

ESIL is also regulated by the Bermuda Monetary Authority. 

Item 1.c.  Group Auditor   Ernst & Young Ltd
     3 Bermudiana Road
     Hamilton HM 08   
     Bermuda

Item 1.d.  Ownership Details

Sompo International, a Bermuda domiciled holding company, is the parent company for the Group consisting of regulated and 
non-regulated companies. Sompo International was incorporated in Bermuda on March 24, 2017 and is a wholly owned 
subsidiary of Sompo Holdings.

ESIL is a wholly owned subsidiary of Sompo International.

Item 1.e.  Group Structure

As of May 31, 2026 the Group consists of 76 various entities domiciled across North America, South America, Europe and 
Asia, as noted in Appendix A. The Group underwrites property and casualty commercial insurance and reinsurance and 
personal lines insurance on a global basis.

Item 1.f.  Business Written

SIH monitors the performance of its underwriting operations through review of discrete information related to its two reportable 
segments, Insurance and Reinsurance. Within Insurance and Reinsurance, the Company writes a variety of different types of 
commercial insurance and reinsurance. For reporting purposes, management has combined its many business units into 
Strategic Business Units ("SBUs"), including within the Insurance Segment; 

• Americas - this is mainly comprised of:

◦ AgriSompo - which includes lines of business pertaining to agricultural risks, predominantly in the US;
◦ North America -which includes US based professional lines, property, marine, energy, casualty and other specialty 

lines of insurance; 
◦ Brazil - which includes property, aviation, marine and agriculture lines of insurance;

• UK - includes UK based professional lines, property, marine, energy, casualty and other specialty lines of insurance

• EMEA, which includes:
◦ Continental Europe based professional lines, property, marine, energy, casualty and other specialty lines of insurance; 

and
◦ Turkey based motor, health and property lines of insurance. 

• APAC - includes Asia based professional lines, property, marine, energy, casualty and other specialty lines of insurance. 
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and within the Reinsurance segment;
 
• Global Catastrophe - includes reinsurance lines covering catastrophe risks on a worldwide basis;  
 
• Global Casualty - includes reinsurance lines covering casualty, motor and professional liability risks on a worldwide basis; 

• Global Property - includes reinsurance lines covering property risks on a worldwide basis; and

• Global Specialty - includes reinsurance lines covering specialty risks on a worldwide basis with engineering, aviation, 
marine, energy, trade credit & surety and structured & financial lines being the material lines within.

The following table provides a summary of SIH and subsidiaries' insurance business written by business segment for the year 
ended December 31, 2025:

Americas UK EMEA APAC Reinsurance Total
Revenues  
Gross premiums written $ 8,363,838 $ 1,716,617 $ 1,700,375 $ 853,723 $ 4,534,591 $ 17,169,144 
Ceded premiums written  (3,863,526)  (631,354)  (402,728)  (248,740)  (567,352)  (5,713,700) 
Net premiums written  4,500,312  1,085,263  1,297,647  604,983  3,967,239  11,455,444 
Net premiums earned $ 4,409,693 $ 1,034,022 $ 1,034,289 $ 566,683 $ 3,884,625 $ 10,929,312 

The following table provides a summary of ESIL and subsidiaries' insurance business written by business segment for the year 
ended December 31, 2025:

Americas UK EMEA APAC Reinsurance Total
Revenues  
Gross premiums written $ 7,857,258 $ 1,716,617 $ 1,700,375 $ 853,723 $ 4,534,591 $ 16,662,564 
Ceded premiums written  (3,658,702)  (631,354)  (402,728)  (243,740)  (567,352)  (5,503,876) 
Net premiums written  4,198,556  1,085,263  1,297,647  609,983  3,967,239  11,158,688 
Net premiums earned $ 4,118,216 $ 1,034,022 $ 1,034,289 $ 566,683 $ 3,884,625 $ 10,637,835 

The following table provides SIH and subsidiaries and ESIL and subsidiaries' gross premiums written by segment and line of 
business for the years ended December 31, 2025 and 2024:

SIH ESIL
Business Segment 2025 2024 2025 2024
Insurance

Americas $ 8,363,838 $ 8,165,118 $ 7,857,258 $ 7,625,390 
UK  1,716,617  1,630,076  1,716,617  1,630,076 
EMEA  1,700,375  1,311,771  1,700,375  1,311,771 
APAC  853,723  810,367  853,723  810,367 

Total Insurance $ 12,634,553 $ 11,917,332 $ 12,127,973 $ 11,377,604 
Reinsurance

 Global Catastrophe $ 520,571 $ 510,076 $ 520,571 $ 510,076 
 Global Casualty  2,520,087  2,578,782  2,520,087  2,578,782 
 Global Property  553,342  590,406  553,342  590,406 
 Global Specialty  940,591  853,380  940,591  853,380 

Total Reinsurance $ 4,534,591 $ 4,532,644 $ 4,534,591 $ 4,532,644 
Total $ 17,169,144 $ 16,449,976 $ 16,662,564 $ 15,910,248 

Changes in gross premiums written for SIH and subsidiaries for 2025 versus 2024 were mainly driven by the following factors:
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Insurance Segment

▪ America's growth was primarily driven by rate increases in Casualty, new business from geographical expansion activities, 
and the increased adoption of the Agri-Enhanced Coverage Option supplemental cover. This uptake was supported by 
increased US Government subsidies to farmers but was partially offset by commodity price declines and a softening rate 
environment in other P&C products.

▪ EMEA growth was particularly driven by Continental Europe expansion, which has nearly doubled its gross premium 
written year-on-year across Accident & Health, Property, and Marine lines. Turkey also registered real growth in the Motor 
Own Damage business.

▪ APAC growth was supported by strong performance in the Consumer business, which exceeded prior-year production 
levels due to favorable loss experience and a lower expense ratio. This performance partially mitigated the impact of 
challenges in the Commercial segment.

Reinsurance Segment

• Gross premiums written were aligned with prior year premiums. The 2025 premium results were characterized by strong 
renewals, new business growth and reinstatement premiums, offset by a competitive marketplace and negative premium 
adjustments.

Growth in ESIL and subsidiaries gross premiums written were driven by the same factors as SIH, less the impact of Brazil.

Net premiums written in 2025 increased by $639.2 million, or circa 5.9%, compared to 2024 for SIH, and ESIL and its 
subsidiaries net premiums written in 2025 increased by $675.3 million, or circa 6.4%, as a result of the growth in gross 
premiums across the Insurance and Reinsurance segments.

The following table provides the gross premiums written by the geographic location in which the risk originated for the years 
ended December 31, 2025 and 2024 for SIH and its subsidiaries, and ESIL and its subsidiaries:

SIH ESIL
2025 2024 2025 2024

Asia $ 1,010,876  6 % $ 805,405  5 % $ 1,010,876  6 % $ 805,402  5 %
Australasia  209,937  1 %  219,119  1 %  209,937  1 %  219,119  1 %
Brazil  532,509  3 %  570,187  3 %  34,614  — %  30,462  — %
Canada  272,792  2 %  184,816  1 %  272,792  2 %  184,816  1 %
Europe  1,213,598  7 %  905,022  6 %  1,213,598  7 %  905,022  6 %
Japan  64,506  — %  26,337  — %  64,506  — %  26,337  — %
Turkey  1,328,444  8 %  1,108,021  7 %  1,328,444  8 %  1,108,021  7 %
United States  9,599,222  56 %  9,358,843  57 %  9,599,222  58 %  9,358,843  59 %
Worldwide  2,732,759  16 %  2,943,226  18 %  2,732,759  17 %  2,943,226  19 %
Other  204,501  1 %  329,000  2 %  195,816  1 %  329,000  2 %
Total $ 17,169,144  100 % $ 16,449,976  100 % $ 16,662,564  100 % $ 15,910,248  100 %

Worldwide refers to policies covering multiple geographic locations.

Item 1.g.(i).  Investments

The Group's investments are governed by its investment policy which provides guidelines and limits on the weighting of 
investments by class. The application of the prudent person principle within the Group's investment policy is discussed in Item 
3.b.Asset Investing.  Fixed maturity investments are the predominant asset class with the balance consisting of equity securities 
and alternative funds.
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The fair value of the SIH and subsidiaries, and ESIL and subsidiaries investments by class as of the years ended December 31, 
2025 and 2024 was as follows:

SIH ESIL

2025 2024 2025 2024

Short-term investments at FVTPL(1) $ 722,621 $ 685,108 $ 722,621 $ 684,230 
Equity securities at FVTPL  1,114,437  1,026,819  1,074,814  980,953 
Alternative funds at FVTPL

Hedge funds $ 325,075 $ 309,251 $ 325,075 $ 309,251 
Private investment funds  698,048  490,382  698,048  490,382 
Other investment funds  49,287  29,399  32,235  29,316 

Total alternative funds $ 1,072,410 $ 829,032 $ 1,055,358 $ 828,949 
Fixed maturity investments at FVTPL

U.S. government and agencies securities  1,119,163  1,741,173  1,119,163  1,741,173 
U.S. state and municipal securities  74,727  125,107  74,727  125,107 
Foreign government securities  1,264,836  856,162  939,026  591,493 
Government guaranteed corporate securities  15,705  10,306  15,705  10,306 
Corporate securities  9,410,897  8,129,744  9,410,897  8,129,744 
Residential mortgage-backed securities  4,484,767  4,396,886  4,484,767  4,396,886 
Commercial mortgage-backed securities  1,935,091  1,640,184  1,935,091  1,640,184 
Collateralized loan and debt obligations  2,413,215  1,040,883  2,413,215  1,040,883 
Asset-backed securities  1,262,385  1,172,024  1,262,385  1,172,024 

Total fixed maturity investments  21,980,786  19,112,469  21,654,976  18,847,800 
Total investments $ 24,890,254 $ 21,653,428 $ 24,507,769 $ 21,341,932 

(1) The Group designates its fixed maturity investments, short-term investments and equity securities as at fair value through profit or loss ("FVTPL") 
because they are managed on a fair value basis and their performance is monitored on this basis. 

Total return by asset class for the years ended December 31, 2025 and 2024, respectively was as follows:

SIH ESIL
2025 2024 2025 2024

Cash and cash equivalents $ 94,218 $ 142,313 $ 92,940 $ 139,304 
Fixed income investments(1) at FVTPL  1,851,993  1,119,543  1,804,352  1,115,236 
Equity securities at FVTPL  110,606  52,977  110,605  52,977 
Alternative funds at FVTPL  65,772  85,345  61,255  83,322 
Investment in associates  —  (45,479)  —  (45,479) 
Disposal of subsidary  —  (918)  —  (827) 
Total gross return $ 2,122,589 $ 1,353,781 $ 2,069,152 $ 1,344,533 
Investment management expenses  (54,424)  (50,254)  (54,025)  (49,829) 
Total net return $ 2,068,165 $ 1,303,527 $ 2,015,127 $ 1,294,704 

(1) Fixed income investments comprises of short-term investments and fixed maturity investments.

The annualized net earned yield and total return from the investment portfolios for the years ended December 31, 2025 and 
2024 and market yield and portfolio duration as of December 31, 2025 and 2024 were as follows:
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SIH ESIL
2025 2024 2025 2024

Annualized net earned yield(1)  6.3 %  6.4 %  6.3 %  6.3 %
Total return on investment portfolio(2)  8.8 %  4.8 %  8.4 %  5.1 %

Total return on core investment portfolio 
analyzed:
Short term and Fixed maturity investments  3.0 %  4.0 %  3.0 %  4.0 %
Equity securities  17.3 %  17.4 %  17.3 %  17.4 %
Other investments  9.8 %  10.4 %  9.8 %  10.4 %

Market yield(3)  6.0 %  6.9 %  5.9 %  6.8 %
Portfolio duration(4) 2.99 years 3.25 years 3.00 years 3.26 years

(1) The actual net earned income from the investment portfolio after adjusting for expenses and accretion of discount and amortization of premium from 
the purchase price divided by the average book value of assets.

(2) Net of investment manager fees; includes realized and unrealized gains and losses.
(3) The internal rate of return of the investment portfolio based on the given market price or the single discount rate that equates a security price 

(inclusive of accrued interest) for the portfolio with its projected cash flows. Excludes other investments and operating cash.
(4) Includes only cash and cash equivalents and fixed income investments managed by the Group's investment managers.

Item 1.g.(ii)  Material Income and Expenses

Gross and Net Premiums Written and Earned

See discussion of premium movements in Item 1. f. above.

Net Losses and Loss Expenses

SIH and its subsidiaries, and ESIL and its subsidiaries reported net losses and loss expenses by segment and SBU for the years 
ended December 31, 2025 and 2024 are as follows:

SIH ESIL
Business Segment 2025 20241 2025 2024
Insurance

Americas $ 3,040,707 $ 3,126,051 $ 2,877,278 $ 2,948,950 
UK  611,230  558,766  611,230  558,766 
EMEA  861,518  569,103  861,518  569,103 
APAC  298,086  275,512  298,086  275,512 

Total Losses Incurred  4,811,541  4,529,432  4,648,112  4,352,331 
Net loss ratio  68.3 %  70.2 %  68.8 %  70.9 %

Reinsurance
Global Casualty $ 1,527,271 $ 1,477,420 $ 1,527,271 $ 1,477,420 
Global Catastrophe  166,668  111,472  166,668  111,472 
Global Property  265,735  278,087  265,735  278,087 
Global Specialty  428,132  411,988  428,132  411,988 

Total Losses Incurred  2,387,806  2,278,967  2,387,806  2,278,967 
Net loss ratio  61.5 %  58.8 %  61.5 %  58.8 %
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In the Insurance segment, SIH's net loss ratio decreased by 1.9 percentage points in 2025 compared to 2024, whereas ESIL's net 
loss ratio decreased by 2.1 percentage points. The decrease reflects the impact of North America Commercial Insurance 
underwriting initiatives and benign CAT activity. 

In the Reinsurance segment, both SIH's and ESIL's net loss ratio increased by 2.7 percentage points, mainly driven by higher 
CAT losses compared to a very low 2024 (mostly California wildfires.) 

SIH and subsidiaries, as well as ESIL and subsidiaries participate in lines of business where claims may not be reported for 
many years. Accordingly, management does not believe that reported claims are the only valid means for estimating ultimate 
obligations. Ultimate losses and loss expenses may differ materially from the amounts recorded in the consolidated financial 
statements. These estimates are reviewed regularly and, as experience develops and new information becomes known, the 
reserves are adjusted as necessary. The overall loss reserves were established by the actuaries, approved by the Group's Loss 
Reserve Committee and reflect management's best estimate of ultimate losses. 

Part 2.  Governance Structure

The governance structure of the Group stems from the Board of Directors of Sompo International (the "Board of Directors" or 
"Board").  The Board of Directors is selected to oversee and guide the Group's management and business.  The Board has 
adopted a set of Corporate Governance Guidelines to assist in the exercise of its responsibilities. Collectively the Board of 
Directors, its committees and the senior executives of the Group play an integral part in executing the Group's Enterprise Risk 
Management ("ERM") framework and best practices are implemented properly to meet its various regulatory and corporate 
requirements.

Item 2.a. Parent Board and Senior Executives 

The following are the directors and senior executives as of May 31, 2026:

Name Position
James A. Shea Director & Chief Executive Officer
Shinichi Hara Director
Mikio Okumura Director
Koji Takahashi1 Director
Nicholas C. Walsh Independent Non-Executive Director and Chairman of the Board
Nicolas Burnet Chief Financial Officer
Monica Cramér-Manhem Independent Non-Executive Director
Christopher A. Donelan Chief Executive Officer, Global Reinsurance
Emmanuel Brulé Group Chief Risk Officer
Windy Lawrence General Counsel and Secretary
Joy McCune Chief Human Resources Officer
Carrie L. Rosorea Chief Accounting Officer

 
Endurance Specialty Insurance Ltd.

The following are the directors and senior executives as of May 31, 2026:
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Name Position
James A. Shea Director and Executive Chairman of the Board
Christopher A. Donelan Director and Chief Executive Officer
Nicolas Burnet Director and Chief Financial Officer
Nicholas C.Walsh Independent Non-Executive Director
Carrie L. Rosorea Chief Accounting Officer
Emmanuel Brulé Chief Risk Officer
Greg A. Garside Secretary and Principal Representative
David Altmaier Independent Non-Executive Director
William Babcock Independent Non-Executive Director
Christopher L. Sparro Director

Item 2.a.(i) Structure, Roles, and Responsibilities

The Board oversees management’s performance on behalf of Sompo Holdings. The Board’s primary responsibilities are (1) to 
select, oversee and determine compensation for the Chief Executive Officer who, with senior management, run the Group’s 
affairs on a day-to-day basis, (2) to monitor management’s performance to assess whether the Group is creating value for 
Sompo Holdings in an effective, efficient and ethical manner and (3) to periodically review the Group’s long-range plan, 
business initiatives, capital management and budget matters. The Board appoints the Chairman of the Board, who may be an 
officer or former officer of the Group if the Board determines that it is in the best interests of the Group and Sompo Holdings.  
The roles of Chairman and Chief Executive Officer may be held by the same person or may be held by different people.  

Various operational and corporate risk governance responsibilities of the Board have been delegated to Board Committees as 
defined within the respective Committee charters. Typical responsibilities include ensuring that each significant operational 
area maintains appropriate policies and procedures, and that these policies and procedures are reviewed on at least an annual 
basis. In addition, the Audit, Risk & Compliance Committee Charter empowers the committee to review any accounting and 
internal control policies and procedures within the Group. Governance activities of the Board are documented within Board 
minutes, drafted and maintained in accordance with applicable law.

The Board and its committees meet throughout the year on a set schedule, and also hold special meetings and act by written 
consent from time to time as necessary. The Board has delegated certain responsibilities and authority to the committees as 
noted above and described below.  Committees report regularly on their activities and action to the Board.       

The membership of each committee as at May 31, 2026 is noted as follows:

Board Audit, Risk & Compliance 
Committee

Nomination & Compensation 
Committee

Capital Management & 
Investment Committee

Nicholas C. Walsh (Chair)
James A. Shea
Shinichi Hara
Mikio Okumura
Monica Cramér-Manhem
Koji Takahashi

Koji Takahashi (Chair)
Shinichi Hara
Mikio Okumura
James A. Shea
Nicholas C. Walsh

Shinichi Hara, Chairman
Joy McCune
Mikio Okumura
Nicholas C. Walsh

Nicholas C. Walsh, Chairman
Nicolas Burnet
Shinichi Hara
Junsuke Koike
Mikio Okumura
James A. Shea

The Audit, Risk & Compliance ("ARC") Committee oversees and focuses on risks related to the Group’s financial statements, 
the financial reporting process, and the Group’s corporate governance policies and practices. The Committee has responsibility 
for monitoring risks within the following categories:

• Significant accounting policies, changes & restatements
• Taxation & adherence to tax operating guidelines
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• Third party solvency (credit risk); transfer pricing; management of run-off business
• External auditor relationship
• Segregation of relationship
• Code of business conduct & ethics
• Charitable contributions & political actions
• Legislative affairs
• Corporate governance structure & reputational matters
• Underwriting - controls & financial reporting
• Loss Reserving - adequacy & financial reporting
• Ceded Reinsurance - credit risk & financial reporting
• Regulatory reporting requirements

The ARC also oversees the Group’s risk management framework, with the purpose of identifying and managing the risks that 
threaten the Group and its solvency, monitor adherence to risk appetite, monitoring the Group’s risk adjusted returns on capital 
and reviewing with management the Group’s insurance, investment and operational risks and controls. The ARC is responsible 
for monitoring risks to the achievement of the Group's objectives in each of the following areas:

• Financial strength and flexibility
• Capital efficiency and earnings stability
• Financial resilience
• Operational resilience
• Sustainability

The Nomination & Compensation Committee oversees and is responsible for the nomination of members and evaluation of the 
policies and processes of the Board. In addition, it has responsibility to evaluate the risks and rewards associated with the 
Group’s compensation and benefits programs. The committee is also responsible for monitoring risks in these categories:

• Compensation & benefits
• Succession planning
• Human resources
• Culture & behavior
• Employee relations

The Capital Management and Investment Committee is charged with overseeing the risks within the Group’s investment 
portfolio and capital structure.  The Committee is responsible for monitoring risk within the following categories:

• Capital management
• Liquidity
• Interest rate/inflation changes
• Commodity price volatility
• Credit/default risks
• Financial strength ratings
• Foreign exchange 

Additionally, in conjunction with the ARC, the Capital Management and Investment Committee is responsible for monitoring 
the policies and procedures of the Group’s investments. The ARC also works in tandem with the Capital Management and 
Investment Committee in monitoring the risks associated with the Group’s investment correlations. As part of ensuring 
financial resilience, the ARC is responsible for monitoring the risk of catastrophe aggregation arising from both natural and 
man-made events.

Item 2.a.(ii)  Remuneration Policies and Performance-Based Criteria

The compensation and performance based criteria for the senior executives of the Group and ESIL 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 Group's compensation structure and is paid to its 
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employees for ongoing performance throughout the year. The Group's annual incentive compensation program supports the 
Group's strategy by linking a significant portion of its employees' total compensation to the achievement of critical business 
goals on an annual basis. All of the Group's employees are eligible to earn annual incentive compensation.

The Nomination & Compensation Committee believes the inclusion of long-term incentive compensation in the Group's 
compensation structure fosters the appropriate perspective in management, given that the ultimate profitability of the insurance 
or reinsurance underwritten by the Group may not be fully known for years. In addition, the Compensation Committee seeks 
to align the interests of the Group's employees with the Group's ultimate 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 the 
Group, has the ability to retain valuable executive talent within the organization. Each of the senior executive officers is 
eligible to earn long-term incentive compensation.

The Group offers a core set of employee benefits in order to provide its employees with a reasonable level of financial support 
in the event of illness or injury and enhance productivity and job satisfaction through programs that focus on employees' health 
and well-being. The benefits provided are similar for all of the Group's employees, subject to variations as a result of local 
market practices. The Group's basic benefits include medical, dental and vision coverage, disability insurance and life 
insurance. The Group also offers all employees the opportunity to participate in the Group's defined contribution retirement 
savings plans.

Item 2.a.(iii) Supplementary Pension and/or Early Retirement Schemes

The Group 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.

Item 2.a.(iv) Shareholder Controllers and Material Transactions

As a wholly owned subsidiary of Sompo Holdings, the Group does not have any external shareholders and therefore does not 
have any shareholder controllers.

The Group 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.

ESIL is a wholly owned subsidiary of the Group and therefore does not have any shareholder controllers.

ESIL 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.

Item 2.b.  Fitness & Propriety

Item 2.b.(i) Parent Board and Senior Executives

The Board of Directors' Nomination & Compensation Committee oversees the process utilized by the Group inclusive of ESIL 
in assessing the fitness and propriety of a member of its Board.  In connection with each Annual General Meeting, and at such 
other times as it may become necessary to fill one or more seats on the Board of Directors, the Nomination & Compensation 
Committee will consider in a timely fashion potential candidates for director that have been recommended by the ultimate 
parent company, the Company’s directors, the Chief Executive Officer or members of senior management.

The Nomination & Compensation Committee may also determine to engage a third-party search firm as and when it deems 
appropriate to identify potential director candidates for its consideration. The Nomination & Compensation Committee will 
meet as often as it deems necessary to narrow the list of potential candidates, review any materials provided in connection with 
potential candidates and cause appropriate inquiries to be conducted into the backgrounds and qualifications of each candidate. 
During this process, the Nomination & Compensation Committee also reports to and receives feedback from other members of 
the Board of Directors and meets with and considers feedback from the Chief Executive Officer and other members of senior 
management. Interviews of potential candidates for nomination are conducted by members of the Nomination & Compensation 
Committee, the Chief Executive Officer and other members of senior management. 
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The personal characteristics, attributes, bases for evaluation, process for renomination of current directors are set forth in the 
Director Nomination Policy and are discussed below. The Director Nomination Policy is intended as a component of the 
framework within which the Board, assisted by the Nomination & Compensation Committee, nominates candidates to serve as 
members of the Board.

Under the Director Nomination Policy, the Board of Directors should retain flexibility to select those candidates whom it 
believes will best contribute to their overall performance. Candidates to be selected by the Board of Directors should possess 
personal characteristics consistent with those who:

▪ have demonstrated high ethical standards and integrity in their personal and professional dealings;
▪ possess high intelligence and wisdom;
▪ are financially literate (i.e., who know how to read a balance sheet, an income statement, and a cash flow statement, and 

understand the use of financial ratios and other indices for evaluating company performance);
▪ ask for and use information to make informed judgments and assessments;
▪ approach others assertively, responsibly, and supportively, and who are willing to raise tough questions in a manner that 

encourages open discussion; and/or
▪ have a history of achievements that reflect high standards for themselves and others.

In addition, under the Director Nomination Policy, candidates for the Board of Directors should have one or more of the 
following attributes:

▪ a record of making good business decisions;
▪ an understanding of management "best practices";
▪ relevant industry-specific or other specialized knowledge;
▪ a history of motivating high-performing talent; and
▪ the skills and experience to provide strategic and management oversight, and to help maximize the long-term value of the 

Group for its shareholders.

The composition of the current Board includes directors with diverse backgrounds, including seasoned insurance and 
reinsurance industry executives, investment management veterans, investment professionals, financial experts and those with 
significant experience operating global enterprises at the executive level.

In the case of current directors being considered for renomination, the director’s history of attendance at Board of Directors 
and committee meetings, the director’s tenure as a member of the Board of Directors and the director’s preparation for and 
participation in such meetings are also taken into consideration under the Director Nomination Policy.

Similarly, the Board of Directors applies the same concepts and ideologies in evaluating the fitness and propriety of the senior 
executives. Potential candidates are sought who exhibit the same personal characteristics and attributes as noted for Board of 
Directors nominees.

Item 2.b.(ii) Professional Qualifications

The professional qualifications and expertise of the members of the Sompo International Group’s Board of Directors and senior 
executives are described as follows:
James A. Shea – Board Member

James Shea was appointed to the Board of Directors, Sompo International Holdings Ltd. and Chief Executive Officer of 
Overseas Insurance and Reinsurance Business, Sompo Holdings, Inc. and Chief Executive Officer, Sompo International 
Holdings Ltd. in September 2021. In February 2025, it was announced that Mr. Shea would hold the additional title of Chief 
Executive Officer of Sompo P&C. Mr Shea has served in various senior level positions in Canada, the U.S., UK, France, Japan 
and Singapore throughout his career. He was most recently CEO of Zurich Insurance Group’s Global Commercial Insurance 
Business and member of their Executive Committee from 2016 until 2021. Prior to that, he served as the President of Global 
Financial Lines for AIG in New York and CEO of Commercial Insurance for AIG in Asia Pacific. Earlier in his career, Mr. 
Shea held several senior underwriting and general management roles. He holds a bachelor’s degree in political science from 
McGill University.
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Mikio Okumura – Board Member

Mikio Okumura was appointed an Executive Director of Sompo International in March 2019. An executive officer of Sompo 
Holdings, Inc. since April 2015 and director since June 2016, he was appointed Group Chief Operating Officer and President in 
April 2022. and was promoted to Group Chief Executive Officer in April 2024. Previously, he served as Group Chief Strategy 
Officer since April 2019, business owner of Nursing Care & Healthcare at Sompo Holdings since April 2017 and Chairman and 
Executive Officer of Sompo Care Inc. Mr. Okumura joined the Group in 1989 and, throughout his more than thirty year tenure 
with Sompo Holdings, has held leadership roles within investment banking, the overseas insurance business, and corporate 
planning.

Shinichi Hara – Board Member

Shinichi Hara is Group Chief Human Resource Officer, Senior Executive Vice President and Executive Officer, of Sompo 
Holdings, Inc. He has been in the current position since April 2019. He served as Senior Vice President, General Manager, 
Global Business Planning Department from August 2017 to March 2019. Throughout his thirty-year tenure with Sompo 
Holdings, he had long been involved in the asset management division, and has leadership experience in a wide range of areas, 
including investor relations, corporate planning, and overseas insurance business.

Nicholas C. Walsh – Independent Non-Executive Board Member and Chairman of the Board

Nicholas Walsh was appointed as Chairman of the Board of Sompo International Holdings Ltd. in April 2025. Prior, he was 
appointed as an Independent Non-Executive Director of Sompo International Holdings Ltd. in June 2022. Mr. Walsh spent 42 
years with AIG, where he served in numerous leadership positions. He retired in 2014 as Vice Chairman of AIG Property and 
Casualty Inc. and previously served as Executive Vice President of AIG Inc., CEO of AIG’s international general insurance 
business and chair of several AIG regional companies.  Mr. Walsh has extensive experience on internal boards and international 
societies. Since 2020, he has been an independent director of McGill and Partners Ltd. and McGill Global Solutions LLC, 
serving on all board committees. From 2014 to 2019, Mr. Walsh was an independent director of Jardine Lloyd Thompson 
("JLT") PLC, a London-based multinational insurance broker, where he served as a member of Remuneration, Compensation 
and Nomination Committees and Audit and Risk Committees, and as a director of JLT’s U.S. subsidiaries.  Mr. Walsh holds 
dual British and American citizenship. He was educated at Wellington College, United Kingdom, before studying Business 
Administration at CEPAC in Brussels, Belgium.

Monica Cramér Manhem – Independent Non-Executive Board Member 

Monica Cramér Manhem was appointed to the Sompo International Holdings Ltd. Board as an Independent Non- Executive 
Director in May 2025. Ms. Cramér Manhem was appointed Independent Non-Executive Director of SI Insurance (Europe), SA, 
a wholly-owned indirect subsidiary of Sompo International Holdings Ltd., in April 2024. She recently retired from SiriusPoint 
International, the largest reinsurance company in Scandinavia, where she served as CEO. With nearly 40 years of experience in 
the insurance and reinsurance industry, Ms. Cramér Manhem is a seasoned industry executive. She joined Sirius International in 
1985 and was a director of the board between 2014-2022. She brings broad expertise across underwriting, communications, 
analytics, strategic and regulatory topics.

Koji Takahashi - Board Member

Koji Takahasi was appointed to the Sompo International Holdings Ltd. Board as a Director in April 2026. He is the Chief Risk 
Officer of Sompo Holdings, Inc. and Sompo Japan Insurance Inc. ("Sompo Japan") and is responsible for risk management 
strategy/framework for the Sompo Group and is also responsible for the ceded reinsurance strategy for Sompo Japan, one of the 
largest P&C insurers in Japan. 

He assumed the role of CRO of Sompo Japan in April 2024, and prior to assuming the role, he was Chief Risk Officer of Asia 
from 2023 and ERM Director from 2021 at Sompo International where he worked with the CRO of SI to further enhance its 
ERM Framework and risk governance to ensure achievement of Sompo Group’s strategic goals globally.

Prior to his roles at SIH, he was General Manager of Risk Management Department of Sompo Holdings, Inc. from 2018 to 
2021, responsible for managing whole spectrum of risks around the complex business portfolio of Sompo Group. Previously he 
was Managing Director of Sompo Insurance Singapore Pte. Ltd., and before assuming Managing Director role, he was Senior 
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Division Manager of Corporate Planning Division where he was responsible for Risk Management, Governance and 
Compliance of the Singapore insurer.

His prior responsibilities also include Planning Manager at Reinsurance Department (2006 to 2012) and Aviation Underwriter 
at Aviation Insurance Department (1991 to 2003) of Sompo Japan. He has a degree of MBA from University of California, 
Irvine, and BA from Sophia University, Tokyo, Japan.

In addition to the directors noted above, the biographies of the Group’s senior executives are:

James A. Shea, Chief Executive Officer
(as noted above)

Windy L. Lawrence, General Counsel and Secretary

Windy Lawrence was appointed General Counsel of Sompo International in September 2021. Prior to joining the Group, Ms. 
Lawrence held multiple legal and regulatory roles and was responsible for the transformation and operational, legal, and 
regulatory integrations of major organizations. She has also led legal and compliance teams supporting life insurance, property 
and casualty insurance and broker-dealers. A native of New York, Ms. Lawrence is admitted to practice law in New York and is 
also active in many community and civic matters.

Nicolas Burnet, Chief Financial Officer

Nick Burnet was appointed as the Chief Financial Officer of Sompo International Holdings Ltd in March of 2023. Prior to 
joining the Group, Mr. Burnet was the Chief Financial Officer of PartnerRe.  He has held various leadership positions in the 
industry and spent nearly 16 years with Zurich Insurance Group and has over 28 years of financial services industry experience.  
Nick has worked across various geographies in management roles including New York, Zurich, Bermuda and Philadelphia.  He 
holds a bachelor’s degree from Saint Joseph’s University and an MBA from Cornell University’s Johnson Graduate School of 
Management.

Christopher A. Donelan, Chief Executive Officer, Global Reinsurance

Chris Donelan was appointed Chief Executive Officer, Global Reinsurance in March 2020, having previously served as the 
Deputy CEO for Global Reinsurance, Chairman of North America Reinsurance and CUO of Global Casualty Reinsurance. Prior 
to joining the Group in October 2013, Mr. Donelan held senior underwriting, claims and reinsurance management positions 
with various insurance and reinsurance organizations. With nearly 30 years of industry experience, he has a successful track 
record of building and leading global reinsurance portfolios. Mr. Donelan holds a MBA in Insurance and Risk Management 
from St. John’s University and holds both the Chartered Property Casualty Underwriter and Associate in Reinsurance 
designations.

Carrie L. Rosorea, Chief Accounting Officer

Carrie Rosorea was named Chief Accounting Officer of the Group and of ESIL effective February 2013.  Ms. Rosorea joined 
Endurance in 2005 and has held several financial reporting and controller positions of increasing responsibility, most recently 
Group Finance Director.  Prior to joining Endurance, from October 2000 to April 2005, Ms. Rosorea served as a Controller at 
Alta Partners, a San Francisco-based private equity firm.  Previously, Ms. Rosorea worked as an Assistant Controller at XL Mid 
Ocean Reinsurance Company Ltd. and as a Senior Accountant in the audit practice of Deloitte & Touche LLP, both in the 
United States and Bermuda.  Ms. Rosorea is a Certified Public Accountant.  

Emmanuel Brulé, Group Chief Risk Officer

Mr. Brulé was appointed as the Chief Risk Officer ("CRO") of Sompo International Holdings Ltd. in July of 2023. Prior to 
joining the Company, Mr. Brulé was the Chief Executive Officer of Sanlam Pan Africa General Insurance (formerly SAHAM 
Group). Mr. Brulé also held numerous leadership positions during his 14 years with AIG, including Chief Risk Officer for 
EMEA and President of Commercial Lines for EMEA. Throughout his 30-year career in insurance and reinsurance, Mr. Brulé 
has worked across various geographies including Bermuda, Casablanca, London, Zurich and Paris. Mr. Brulé holds a master’s 
degree in chemical engineering from École Centrale de Paris, France.
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Joy McCune, Chief Human Resources Officer

Ms. McCune was named Chief Human Resources Officer in March 2024. She brings a wealth of experience and expertise to the 
Group, having served in various Human Resources ("HR") leadership roles over the past 30 years. Her commitment to fostering 
a positive workplace culture, promoting diversity and inclusion, and driving long-term growth by attracting and retaining top 
talent aligns perfectly with the Group's values and objectives. Ms. McCune most recently served as Head of Organizational 
Capabilities at Silicon Valley Bank. Prior to that, she was Chief HR Officer at Boston Private and Boston Financial Data 
Services, respectively, and spent 18 years with State Street Corporation in various senior HR positions. Ms. McCune holds a 
bachelor’s degree in sociology from the University of Massachusetts.

ESIL

The professional qualifications and expertise of the members of ESIL’s Board of Directors are described as follows:

James A. Shea
(as noted above)

Christopher A. Donelan
(as noted above)

Nicolas Burnet, Chief Financial Officer
(as noted above)

In addition to the Directors noted above, the qualifications of ESIL’s other senior executives are:

Christopher A. Donelan, Chief Executive Officer
(as noted above)

Carrie L. Rosorea, Chief Accounting Officer
(as noted above)

Emmanuel Brulé, Chief Risk Officer
(as noted above)

Greg A. Garside, Secretary and Principal Representative

Greg Garside is the Group Controller and Senior Vice President of Sompo International Holdings Ltd.  He also serves as 
Treasurer and Compliance Officer of Blue Capital Management Ltd., an affiliate company. He previously served as the Chief 
Financial Officer of Blue Capital Reinsurance Holdings Ltd. a provider of insurance-linked investment solutions and has held a 
number of financial reporting and controller positions of increasing responsibility since joining ESIL in 2002.  Prior to joining 
ESIL, Mr. Garside served as Assistant Controller at LaSalle Re Ltd. and worked in the insurance audit practice at KPMG in 
Bermuda. Previously, Mr. Garside was a trainee accountant at Moore Stephens Chartered Accountants in London. Mr. Garside 
is a member of the Institute of Chartered Accountants in England and Wales.

Christopher L. Sparro, Director

Christopher Sparro is the Chief Executive Officer of North America, Sompo Commercial P&C Insurance. Mr. Sparro is 
responsible for a broad range of professional, casualty, property and specialty lines serving clients across North America 
ranging from small businesses to multinationals. Prior to September 2016, he held several senior positions in the industry, most 
recently as President of Financial Lines for the Americas region at a leading property and casualty insurer, where he built an 
extensive network of wholesale and retail distribution partners. Mr. Sparro holds a bachelor’s degree in business computer 
information systems and an MBA in Banking and Finance from Hofstra University.

William Babcock, Independent Director 

William Babcock was appointed to the Board of the Company shortly following the closing of the acquisition of Aspen 
Insurance Holdings Limited ("the Merger"), in February 2026. Mr. Babcock was Executive Vice President and Chief Financial 
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Officer of PartnerRe Ltd. from October 2010 until his resignation in April 2016. In this role, his responsibilities included 
financial reporting and control, treasury and capital management, tax and investor relations, as well as executive oversight of 
investments, information technology, human resources, and communications. Prior to being appointed Chief Financial Officer, 
he served as PartnerRe’s Group Finance Director. Before joining PartnerRe in August 2008, Mr. Babcock served Endurance, 
first as Chief Financial Officer of Endurance Reinsurance Corp. of America (now Endurance Assurance Corp.) and then as 
Chief Accounting Officer and Director of Finance for Endurance Specialty Holdings Ltd. From 1998 to 2002, Mr. Babcock 
worked as an underwriter at Zurich Re/Converium, most recently as Senior Vice President. He began his career with KPMG in 
1990 as an auditor and worked in the firm’s capital markets advisory group, primarily working with insurance companies and 
investment banks, prior to joining Zurich Re in 1998. Since leaving PartnerRe, Mr. Babcock has served as a Director and Chair 
of the Audit and Risk Committee of Orchid Underwriters from May 2019 until its sale in March 2022. Mr. Babcock has also 
served as a Director and Audit Committee member of Endurance U.S. Holdings Corp. since January 2021. Mr. Babcock holds a 
bachelor of science degree in accounting from Wake Forest University and is a certified public accountant.

David Altmaier, Independent Director

Mr. Altmaier was appointed to the Board of the Company shortly following the effective time of the Merger, in February 2026, 
having previously served on the Board of the Company prior to the Merger since March 2023, Mr. Altmaier has worked as a 
consultant at The Southern Group, a full-service lobbying firm. Prior to joining The Southern Group, Mr. Altmaier was the 
Commissioner of Insurance for the State of Florida from 2016 to 2022. In this role, Mr. Altmaier led the Office of Insurance 
Regulation (the "OIR") and worked to cultivate a market in Florida in which insurance products are reliable, available, and 
affordable. He started at the OIR in 2008, serving in a number of increasingly senior roles, including as Director of Property & 
Casualty Financial Oversight and, prior to assuming the role of Commissioner, as Deputy Commissioner of Property and 
Casualty Insurance. Among other market leadership roles, Mr. Altmaier was a member of Florida’s Blockchain Task Force and, 
during the COVID-19 pandemic, was selected as a member of Florida’s Re-Open Florida Task Force Industry Working Group 
on Agriculture, Finance, Government, Healthcare, Management and Professional Services. Mr. Altmaier has also held multiple 
leadership positions within The National Association of Insurance Commissioners, most recently as President. Mr. Altmaier 
graduated from Western Kentucky University with a bachelor’s degree in mathematics.

Item 2.c.  Risk Management and Solvency Self-Assessment

Risk Strategy and Governance
The Group’s risk strategy is aligned to the business objectives of the Group.  As a specialty (re)insurer operating in the global 
insurance and reinsurance marketplace, it is central to the achievement of the Group’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 Group accepts exposure to other risks that it does not seek and for which it is not rewarded.

The principles underpinning the Group’s risk management strategy include:

• The Group seeks to protect capital, liquidity, earnings and reputation, in line with its risk appetite;
• The Group sees risk as more than just a potential for loss, but also as a potential for opportunity;
• The Group only seeks risks that it has the capabilities and expertise to understand and to manage;
• The Group only accepts risks that provide a level of reward commensurate with the risk assumed;
• The Group uses its people, systems, processes and controls to minimise its exposure to risks for which it is not rewarded, 

subject to cost benefit considerations; and
• The Group defines the risk preferences and tolerances within which it will normally operate to achieve its business 

objectives.

The Group’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 Group'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 Group and are segregated across three ‘lines of defense’ that 
vary in the level of independence they have from the day-to-day running of the organization, specifically: 

• The first line of defense, 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 

18



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 defense, 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 Group 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 defense, 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 Group at least annually. The Board has 
delegated responsibility for overseeing the risk management framework to the Board-level Audit, Risk and Compliance 
Committee ("ARC") which meets on a quarterly basis to receive reports and management information from the Chief Risk 
Officer who is responsible for the Risk Function. 

The risk governance of the Group also benefits from management committees and risk forums including the Management Risk 
Committee ("MRC"), which is responsible for the implementation of the group-wide enterprise risk management ("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. 

Risk Management System
The risk management system of the Group encompasses the following key components: risk identification, assessment, 
response and monitoring. 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 Group 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 Group’s processes and is an important 
consideration spanning the management of both the asset and liability sides of the balance sheet.  

II. Assess: The Group 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 Group has established a robust 
framework for the development of risk intelligence internally, the acceptance of externally developed risk intelligence, 
and the ongoing review and independent validation of utilized intelligence.

III. Respond: The Group 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 and assigns individual accountability for identified 
risks and key business controls, documented in the risk register.

Solvency Assessment
The Own Risk and Solvency Assessment process ("ORSA"), which is performed at least annually and monitored quarterly, is 
integral to the Group's risk management system and promotes a strong risk management culture by embedding a forward-
looking assessment of the risk profile into the decision-making system. 
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In particular, the ORSA process supports the understanding of the performance prospects, risk profile and ongoing solvency 
requirements of the Group and each group company with regard to the Group’s strategy, risk appetite and target solvency 
requirements. The ORSA considers risks and potential shocks over the business planning horizon and supports alignment 
between strategic plans, capital deployment and risk appetite.  The outputs of the ORSA guide ongoing business planning and 
capital management activities.

The ORSA process encompasses:

• Determination of the current and future solvency and liquidity position under expected conditions;

• Stress and scenario testing, including reverse stress testing, informed by an evaluation of the key emerging, emergent and 
emerged risks;

• Ongoing assessment of the quality and quantity of funds necessary to ensure risk-based capital needs are met at all times; 
and

• Risk based capital needs are assessed on both a regulatory basis (using the Bermuda Solvency Capital Requirement) and 
the internal Group Capital Model.  Both of these encompass the primary risk exposure areas as stated in item 3(a).

The ORSA process outputs are reported to the ARC and MRC quarterly.  In the event of a material change to the business or 
following a major event, additional ORSA assessments will be conducted in a timely manner.  At least annually, the Risk 
Function compiles the outputs from the ORSA into a formal annual ORSA report which goes through a review and sign off 
process by the Board ARC. The BMA refers to this report as the Group Solvency Self-Assessment. 

Item 2.d. & 2.d.(i).  Internal Controls

The Company operates an internal control system based on the Three Lines of Defense model. Specifically:

• First Line of Defense - Operational management controls, which are executed within core business functions where risk 
ownership and management are maintained.

• Second Line of Defense - Risk management and compliance functions, which oversee and facilitate effective risk 
management and control practices. They also provide guidance to the first line of defense for reporting risk information 
throughout the Company's operations.

• Third Line of Defense - Internal audit function, which provides assurance to the Company's Board regarding the 
effectiveness of the first and second lines of defense through a risk-based testing, and monitoring.

The Company’s controls encompasses both preventative and detection measures, ensuring operations align with the stated risk 
appetites and tolerances.

The Audit, Risk and Compliance Committee oversee the Company’s internal controls framework which includes the following 
summary2 of responsibilities, in accordance with the Company's Audit, Risk and Compliance Committee charter:

• Review the adequacy and effectiveness of the Company's accounting and internal control policies and procedures on a 
regular basis, including the responsibilities, budget and staffing of the Company's internal audit function, through inquiry 
and discussions with the Company's independent auditors, Chief Audit Executive, and management of the Company.

• Review with management the Company’s administrative, operational, and accounting internal controls, including any 
special audit steps adopted considering the discovery of material control deficiencies, and evaluate whether the Company is 
operating in accordance with its prescribed policies, procedures, and codes of conduct.

• Receive periodic reports from the Company's independent auditors and management of the Company to assess the impact 
on the Company of significant accounting or financial reporting developments.
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• Establish and maintain free and open means of communication between and among the Board, the Committee, the 
Company's independent auditors, the Company's internal audit department and management, including providing such 
parties with appropriate opportunities to meet separately and privately with the Committee on a periodic basis.

• Establish clear hiring policies by the Company for employees or former employees of the Company’s independent auditors.

• To review and approve on a periodic basis the Company’s framework for the assessment and management of risk, 
including the definition of applicable categories of risk/risk appetite, standards in relation to each category of risk and 
appropriate risk tolerances.

• Review and assess the effectiveness of the Company’s compliance program in ensuring compliance with relevant 
regulatory and legal requirements.

• Discuss guidelines and policies governing the process by which senior management of the Company and the relevant 
departments of the Company assess and manage the Company’s exposure to risk, as well as the Company’s major financial 
risk exposures and the steps management has taken to monitor and control such exposures.

Review and oversee the activities of the Company's internal audit department, including the annual plan, plan status, issues, 
staffing, and budget. Ensure that Internal Audit has sufficient independence, skills, and authority to perform their function 
effectively. Additionally, the Company assesses the effectiveness of internal controls over financial reporting in accordance 
with Sompo Holdings' Group Basic Policy on Internal Control over Financial Reporting for each fiscal year to confirm there are 
no material weaknesses.

Item 2.d.(ii)  Compliance Function

The compliance function of the Group is overseen by a designated Chief Compliance Officer.  The Chief Compliance Officer's 
role is to (a) act as an advisor to the Board of Directors, the Chief Executive Officer and the ARC on matters relating to 
compliance and (b) monitor and report on the results of the compliance/ethics efforts of the Group to the Board of Directors, the 
Chief Executive Officer and the ARC. 

The Compliance Function exists within the Group to secure, inter alia, the following objectives:

• To advise the Board on compliance with all relevant regulations and legislation within Compliance scope;

• In conjunction with the Legal Department to assess the impact on the Group of material changes in the legal or regulatory 
environment within Compliance scope; 

• To facilitate the identification, assessment and mitigation of compliance and regulatory risk; 

• To oversee and monitor compliance with regulatory requirements within Compliance scope by the Group; and

• To produce and implement a plan to achieve the objectives with which the Compliance Function is charged.

To achieve the objectives set out above the Compliance Function operates (alongside the Risk Function) as part of the Group's 
second line of defense and reports at least quarterly to the Group's Board, or designated committee(s), on its operations and 
activities.  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 Group 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 Group with its regulators; and

• Reporting on all of the above strands of activity to the Group’s Board.
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Supplementing the Chief Compliance Officer's role are the Group's regulatory and operational compliance functions.  The 
Regulatory Compliance function is charged with ensuring compliance within each of the jurisdictions the Group operates in.  
For each regulatory jurisdiction, the Chief Financial Officer, the General Counsel, or their respective delegates with 
responsibility for the pertinent geographic location, continually monitor the regulatory environment for requirements that may 
impact the Group.  In the event of a new regulatory requirement being proposed and depending upon the underlying nature of 
the regulatory requirement, all filings may be managed at the local level or, alternatively, the Chief Financial Officer and 
General Counsel may establish a dedicated project team at the corporate level to which the responsibility of creating and 
submitting the filing is delegated.  The project team may include, but not be limited to specialists within the Finance, Legal, 
Internal Audit and Risk Management functions.  As required, the Legal function assists to draft the necessary Group policies 
and procedures in accordance with the requirements of applicable laws and regulations. The Compliance function is further 
charged with the responsibility to investigate and resolve all issues of non-compliance.

Operational Compliance should occur within all business units and functions as necessary by establishing and executing 
controls to mitigate Compliance risk. This is essential to an effective compliance program and includes senior management’s 
commitment to support compliance and inform employees of the importance of both complying with Laws and Regulations and 
prompt reporting of any potential violations of Laws and Regulations within the organization. All employees must ensure that 
their professional conduct complies with Laws and Regulations. Operational Compliance is monitored and reported through the 
actions of the Internal Audit function.  The responsibilities of Internal Audit and its role in operational compliance are 
explained below in Item 2.e. - Internal Audit. 

Item 2.e.  Internal Audit

The purpose of the Internal Audit's ("IA") function is to help the Board and Executive Management to protect the assets, 
reputation, and sustainability of the Company by independently evaluating the effectiveness of the framework of controls that 
enable risk to be assessed and managed. IA assists the Company in accomplishing its objectives by bringing a systematic and 
disciplined approach to evaluate and improve the effectiveness of the organization's governance, risk management and internal 
control. The internal audit activity’s responsibilities are overseen by the SIH Audit, Risk & Compliance Committee as part of 
their oversight role.

At least annually, the Chief Audit Executive submits to Executive Management and the Audit, Risk & Compliance Committee 
an internal audit plan (including schedule of audits and resources) for review and approval. The audit plan covers all SIH’s 
functions and business units and encompasses all SIH entities. The internal audit plan is developed based on a prioritization of 
the audit universe using a risk-based methodology, including input of senior management, the SIH Audit, Risk & Compliance 
Committee, and entity-specific audit committees. The Chief Audit Executive reviews and adjusts the plan, as necessary, in 
response to changes in the organization's business, risks, operations, programs, systems, and controls. Any significant deviation 
from the approved internal audit plan will be communicated to senior management and the SIH Audit, Risk & Compliance 
Committee through periodic reporting.

A written communication is provided following the conclusion of each audit and is distributed to management and the 
appropriate governance bodies. Internal Audit results are also communicated to the Audit, Risk & Compliance Committee.

The internal audit report includes management's response and corrective action taken or to be taken in regard to the specific 
findings and recommendations. Management's response includes a timetable for the anticipated completion of action to be taken 
and an explanation for any corrective action that will not be implemented. Through a standard follow-up process, IA will 
monitor and report on the status of open issues to the SIH3 Audit, Risk and Compliance Committee or SIH Board, as well as 
any relevant entity-specific audit committee, and verify that the risks identified have been addressed by management. 

The Chief Audit Executive will periodically report to Executive Management and the Audit, Risk & Compliance Committee on 
the internal audit activity's purpose, authority, and responsibility, as well as performance relative to its plan.

The internal audit activity remains free from interference by any element in the organization, including matters of audit 
selection, scope, procedures, frequency, timing, or report content, to permit maintenance of a necessary independent and 
objective mental attitude.
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Internal auditors have no direct operational responsibility or authority over any of the activities audited. Accordingly, they do 
not implement internal controls, develop procedures, install systems, prepare records, or engage in any other activity that may 
impair an internal auditor's judgment. 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 will exhibit the highest 
level of professional objectivity in gathering, evaluating, and communicating information about the activity or processes being 
examined. 

The Chief Audit Executive will confirm to the Board, at least annually, the organizational independence of the internal audit 
activity.

Item 2.f.  Actuarial Function

Group Functions       
The Actuarial Functions at the Group operate in various segments of the organization. The Group Chief Risk Officer and the 
Group Chief Reserving Officer are responsible for the oversight of these functions with the support of the Chief Pricing 
Actuaries for the Group's businesses and the Ceded Reinsurance Officer. Actuarial Functions are provided with the necessary 
authority to carry out their roles by the Board and are operationally independent of the Group's other key functions. 

The Reserving actuaries review the Group's loss and loss expense reserves on a quarterly basis for both current and prior 
accident years using the latest claims data. The Group uses multiple methods, supplemented with its own actuarial and 
professional judgment, to establish its best estimate of loss and loss expense reserves. 

The Reserving analysis for the Group's business units uses data from the claims and underwriting data systems. This data is 
subject to review and quality checks by members of the Information Technology, Finance, and Actuarial teams. The Actuarial 
reserving function performs the quarterly reserving analysis, using approved reserving techniques. Reserve estimates are 
adjusted for any ceded reserves, which are estimated based on the underlying characteristics of the ceded treaty terms. 

Each quarter an internal peer review is performed of the loss reserve estimates to determine whether they reasonably represent 
the contractual liabilities to which the Group is exposed.  All reserve estimates are consolidated within the quarterly loss reserve 
study and are presented to the Group Reserve Committee for review and approval.  The committee consists of representatives of 
various disciplines from within the Group.

The Risk function is responsible for the development and maintenance of the Group Capital Model ("GCM"), primarily used to 
support on-going solvency monitoring, earnings volatility monitoring, IFRS 17 risk adjustment, ceded reinsurance assessments 
and return on risk allocated capital assessments. The GCM is operated in line with the Board-approved capital model policies in 
terms of model governance, change, validation and documentation. The Group Capital Model Sub-Committee, a sub-committee 
of the MRC, consists of representatives from risk, underwriting, pricing, reserving, investments and finance functions, and 
seeks to provide on-going assurance that the model is well maintained and appropriate for its intended uses.

Insurance Pricing Function
The Insurance Pricing Function is divided into North America Commercial P&C and Global Markets Commercial P&C with 
oversight by a Central Pricing & Analytics team – and Pricing analysis at these business units are overseen by a head of pricing 
for each unit who report to the relevant Chief Underwriting Officers.  The CEOs of North America Commercial P&C and 
Regional Commercial P&C are ultimately responsible for ensuring business written by the segment is adequately priced.

To achieve this objective, actuarial pricing models have been developed, by line of business, to provide a standardized means 
by which submissions can be consistently and objectively rated.  All models require peer review and user testing as part of the 
standard pricing model development process. Prior to deployment within the business, all models require sign-off by a sub-
committee of the Underwriting Committee and the relevant lead actuary.

Rate changes and achieved rating levels are monitored.  This information is used as a key input to the Reserving team’s 
selection of initial expected loss ratios.

Reinsurance Pricing Function
Reinsurance Pricing analysis is overseen by the Head of Pricing for Reinsurance.  The CEO of Global Reinsurance is ultimately 
responsible for ensuring business written by the segment is adequately priced.
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To achieve this objective, a main treaty/portfolio actuarial pricing model has been developed to provide a standardized mean by 
which treaty submissions can be consistently and objectively rated.  Additionally, vendor models are licensed and used on a few 
very specialized lines. All model updates require actuarial testing before deployment.  All deals are priced by actuaries (i.e. 
models are only used by actuaries).

All actuaries have personally assigned thresholds (by line of business, premium etc.) at which a peer review from another 
actuary is required. Pricing loss ratios, rate changes (insofar provided by clients) and achieved rating levels are monitored.  This 
information is used as a key input to the Reserving team’s selection of initial expected loss ratios. 

Item 2.g. Ceded Reinsurance Function

The purchase of ceded reinsurance is coordinated by the Head of Ceded Reinsurance who works with the business and various 
functional areas, including the Chief Risk Officer, to determine coverage needs. The Head of Ceded Reinsurance ensures that:

• An appropriate reinsurance structure is developed; 

• The submission is built for presentation to market based on the structure; 

• The information contained within the submission is prepared based on current data available at that time; and 

• The narrative outlining the business strategy is relevant. 

All draft contracts undergo a legal review and a risk transfer analysis based on final terms and conditions. All purchases are 
made through a pre-approved counterparty panel with the constituents selected on the basis of their financial strength rating and 
other background criteria. In the event of credit downgrades, approved counterparties are removed from the panel. The Ceded 
Reinsurance Function formally advises the Claims and Finance functions of all in force ceded reinsurance treaties to ensure that 
appropriate recoveries are obtained and reinsurance cessions properly recorded. 

Item 2.h.  Outsourcing

Item 2.h.(i)  Outsourcing Policy

The Group has established standards, processes, roles and responsibilities for the Group's arrangements of services to be 
provided by unaffiliated third parties. Outsourcing arrangements are supported by individual contracts and/or service level 
agreements.  When utilizing third parties, the Group remains responsible for discharging of its obligations.

Outsourcing vendors are evaluated through a due diligence process based on size and criticality of the service.  Individual 
contracts and/or service legal agreements are reviewed by the Group’s Legal department and approved by Group management 
as appropriate.

Item 2.h.(ii)  Intra-group outsourcing

No key insurance functions have been outsourced by the Group, however certain operational functions are shared and provided 
through inter-group service affiliates. These arrangements are overseen by the Group's Intercompany Governance Committee 
("ITGC") of senior management. The ITGC establishes, maintains, and authorizes intercompany agreements and includes 
members from the Finance, Legal, Tax, Risk, and Underwriting departments.  

The primary services agreements are a consolidated tax sharing agreement amongst its US Holding company and its various US 
entities; and an administrative services agreement which allows for the provision of certain administrative services between and 
among the wholly-owned entities of the Group, including, but not limited to: general management; finance-related services; 
information technology; and facilities and equipment.
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Part 3.  Risk Profile

Item 3.a.  Material Risks & Risk Mitigation Measures

The Group is exposed to a range of risks that arise out of its underwriting and investment activities as well as its general 
operations. This section summarizes the Group's approach to risk management for each category of material risk exposure:

Insurance Risk

The Group 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, catastrophe 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 man-
made causes, for example: earthquakes, hurricanes, marine or aviation incidents, acts of terrorism, cyber events, or 
systemic malpractice; and

• 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 Group uses a range of techniques to manage these risks as set out below:

Pricing risk

• The Group 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. 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 Group. The 
underwriting process is supported by pre- and post-bind peer reviews, as well as independent reviews;

• The Group has fully integrated its internal actuarial and modelling staff into the underwriting and decision-making process.  
The Group uses in-depth actuarial and risk analyses to evaluate transactions prior to authorization, 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 utilizing robust risk intelligence to inform underwriting decisions;

• 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, reinstatement provisions and loss 
ratio caps. Exclusions and terms and conditions to eliminate risks or exposures deemed outside of the intent of coverage are 
also considered; and

• The Group 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.
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Catastrophe risk (natural and man-made)

• Catastrophe risk is managed by monitoring and limiting the accumulation of exposure (such as within geographical 
proximity for natural catastrophe exposures), maintaining a diverse portfolio of exposures across different business lines, 
and through purchasing outwards reinsurance protection;

• The exposures of the Group are diversified by product, geography and sector consistent with the Group’s objectives to be a  
global (re)insurer and generate stable earnings.  The Risk Function maintains enterprise-wide exposure and coverage data 
enabling frequent identification and monitoring of any build up in concentrations of exposures;

• The Group has defined limits for the maximum amount of accumulation risk it is prepared to accept, both for natural and 
man-made events.  The exposure management function of the Group ensures that all sources of potential loss accumulation 
are proactively identified and assessed to support effective accumulation limit management in accordance with this 
framework.  These assessments are supported by proprietary and third-party risk analytics including a comprehensive suite 
of disaster scenarios.  The assessments of catastrophe loss potential are governed by the MRC; and

• The outwards 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. This assessment is overseen by the SIH Ceded 
Reinsurance Committee.

Reserve risk

• 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 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 results of the actuarial reserve reviews are discussed regularly with underwriting leaders for each product line and are 
monitored against the booked reserve estimates to ensure that in the aggregate, across all 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. The quarterly reserve analysis is reviewed by and discussed with 
underwriters, actuaries, claims, finance and senior management prior to submission to the Group Reserving Committee. 
The Group Reserving Committee reviews the sufficiency of the estimated loss reserves and appraises the adequacy and 
effectiveness of the loss reserving practices of the Group;

• 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 teams as appropriate; and

• Oversight of loss reserves is provided by the ARC, which meets quarterly to receive reserving information and discharge 
its oversight duties including monitoring reserve adequacy.

Market risk

Market risk describes the Group’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, equity prices and credit spreads.

The Group manages market risk through both a system of limits and a strategy to optimize 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 Group’s investment portfolio and monitored on an ongoing basis.  
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The Group 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 Group continuously evaluates the applicability and relevance of the 
models used and adjusts as necessary to reflect actual market conditions and performance over time.

Oversight of investment management is provided quarterly by the Board Capital Management and Investment Committee.

Liquidity risk

Liquidity risk represents the risks where the short-term liability obligations cannot be met by the Group due to the inability to 
convert assets into cash.  Such a scenario can be driven by a lack of buyers in an inefficient market. 
 
When financial markets experience a reduction in liquidity, the Group's ability to conduct orderly investment transactions may 
be limited and may result in declines in fair values of the securities in the Group's investment portfolio. In addition, if the Group 
requires significant amounts of cash on short notice in excess of normal cash requirements (which could include claims 
following a major catastrophe event) in a period of market illiquidity, the Group may have difficulty selling its investments in a 
timely manner and may have to dispose of its investments for less than what may otherwise have been possible under other 
conditions. 

The Group 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 
Group’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 held in bank deposits and money market funds.

Oversight of liquidity management is provided quarterly by the Board Capital Management and Investment Committee.

Credit Risk

The Group distinguishes between various forms of credit exposure including the risk of issuer default from instruments in 
which the Group invests, such as corporate bonds, counterparty exposure in a direct contractual relationship, such as 
reinsurance, retrocessional and fronting activities, the credit risk related to premium receivables, including those from brokers 
and other intermediaries, and the risk assumed through insurance contracts, such as credit and surety lines of business.  The 
Group has established risk limits with respect to the aggregation of credit risk from these various forms of credit exposure, 
which are monitored and managed on an ongoing basis.

The Group has exposure to credit risks primarily as a holder of fixed maturity investments, short-term investments, equity 
securities and other investments. The Group’s risk management strategy and investment policy is to invest in debt instruments 
of high credit quality issuers and to limit the amount of credit exposure with respect to ratings categories and any one issuer. In 
addition, through a tiered approach based on issuer ratings, the Group has limited its exposure to any single corporate issuer.

The Group also has exposure to credit risk as it relates to losses recoverable on paid and unpaid losses where the Group has 
purchased ceded reinsurance and retrocessional coverages. For reinsurance recoverable balances related to ceded reinsurance 
agreements, the Group remains obligated for amounts ceded if its reinsurers or retrocessionaires do not meet their obligations. 
Accordingly, when ceded reinsurance or retrocessional reinsurance is purchased, the Group requires its reinsurers to have 
strong financial strength ratings and, in certain cases, require posting collateral. The Group evaluates the financial condition of 
its reinsurers and monitors its concentration of credit risk on an ongoing basis. All fronting arrangements across the Group are 
subject to approval by the Group Chief Risk Officer.

For credit risks related to insurance and assumed reinsurance premium receivables, the Group's largest credit risk exposure is 
related to third-party agents, brokers, and other intermediaries. It arises where premiums are collected from customers to be 
paid to the Group, or to pay claims to customers on behalf of the Group. The Group has policies and standards to manage and 
monitor credit risk related to intermediaries. The Group requires intermediaries to maintain segregated cash accounts for 
policyholder money. The Group also requires intermediaries to satisfy minimum requirements of capitalization, reputation and 
experience, and provide short-dated business credit terms. 

For direct premium receivable, the Group has no significant concentration of credit risk, as the Group has a large number of 
internationally dispersed debtors with unrelated operations.
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In relation to credit related underwriting, exposure is monitored and managed on an enterprise-wide basis through a 
combination of robust underwriting guidelines for each underwriting team and defined limits on the maximum amount of 
exposure acceptable to the Group from an individual insured/obligor considering the credit quality of the counterparty.

Operational Risk

Operational risk represents the risk of loss resulting from inadequate or failed internal processes, people and systems or from 
external events. Operational risks include, for example, employee or third-party fraud, business interruptions, inaccurate 
processing of transactions, information technology failures, the loss of key employees without appropriate successors, and non-
compliance with reporting obligations.

The Group seeks to mitigate operational risks through the application of strong risk governance, processes and controls 
throughout its business and has specific processes and controls in place to manage high-priority operational risk matters such as 
business resilience and the oversight of third parties that provide key business services on an outsourced basis.  

The Group has an incident reporting and management process in place to support the identification, escalation and remediation 
of operational risk events. Incidents are assessed based on their severity and impact, with root causes analysed and appropriate 
remedial actions implemented to mitigate recurrence. Relevant incidents are escalated and reported to senior management and 
external stakeholders, including regulators, where required. This framework is designed to promote timely resolution of 
incidents and to minimise potential impact on the Group and its stakeholders. 

The Internal Audit function is responsible for performing an independent review of the adequacy and effectiveness of the 
Group’s internal controls as part of its annual risk-based audit plan.  In executing the audit plan a feedback loop also exists 
whereby audit findings and recommendations are considered by management and the Risk Function.  All key findings and 
exceptions are reported to the ARC.

Other Risks

In addition to the risks identified above, other key risks are outlined below: 

• Strategic Risk: Strategic risk includes the risk of missed business opportunities, non-achievement of corporate or Group 
strategy and impact on competitive positioning and the value of the Group brand. It includes the risks of making strategic 
decisions that do not add value, environmental conditions preventing the strategy from being executed, strategy is not 
executed effectively or consistently, a diminution of the reputation of the Group, and having inadequate crisis response 
management.

The Group mitigates strategic risk through the recruitment of an appropriately experienced Group CEO with a proven track 
record of delivering initiatives of strategic importance to the Group.  This includes supporting the CEO with an experienced and 
aligned executive team that collectively possess the breadth and diversity of skills needed to challenge, inform and support the 
successful execution of the Group’s strategy.  The remuneration of the executive team is set to create strong alignment with the 
successful execution of the strategic priorities of the Group.  The strategic priorities are set to be: specific and measurable; 
consistent with the corporate mission and values; and, realistic in the context of the Group’s capabilities and operating 
environments.

To support the Group's strategic efforts, the executive team ensures that the necessary resources are in place across the Group to 
implement the Group's strategic plans. This includes ensuring management information is in place to measure and monitor the 
execution of strategic initiatives including the ability to provide timely analysis of the Group’s competitive position, market 
dynamics, competitive threats and changes that impact markets and business environments in which the Group operates.

• Group Risk: Risks to the Group arising specifically from being a part of a wider corporate group. These are additional risks 
to which the Group is exposed which arise from the interrelationships that form due to ownership and management 
structure of the Group, including its relationship with its ultimate corporate parent, Sompo Holdings. Types of risks include 
material intra-group transactions and exposures and managing accumulation and contagion risks within the Group.  

To mitigate Group risk, the Group has established a framework for monitoring the potential impact of a major stress event/s 
within the Group, including an assessment of the expected availability and ability to transfer capital between or among Group 
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Companies. The Group has appropriate internal reinsurance arrangements in place as well as other capital support mechanisms 
(e.g. net worth agreements) to ensure that all Group Companies have the ongoing ability to pay claims as they fall due and are 
able to meet regulatory capital requirements. 

• 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 Group operates various emerging risk identification processes which 
capture and assess the potential impact and appropriate actions necessary to manage emerging risks.  

• Legal Risk: Legal risk includes the risk of failing to: (i) identify new or modified laws and regulations applicable to the 
business segments, corporate, and the Group; or (ii) follow external laws/regulations and internal policies, processes, and 
standards. This risk is mitigated and controlled by compliance with the Group’s internal controls and procedures.  

The Group mitigates legal risks by proactively identifying new or modified laws and regulations applicable to the business, 
ensure compliance policies and procedures are in place to address such laws and regulations, ensure employees are aware and 
trained on such policies and procedures, and regularly monitor, test and report compliance with the Group's policies and 
procedures.

The Group employs suitably qualified attorneys, paralegals, and regulatory staff professionals across the Group’s business 
segments and jurisdictions to ensure compliance with local regulations and laws including internationally recognized contract 
certainty standards. The Group ensures that the maintenance of, management of and access to records meets requirements 
established by laws and regulations.  

• Sustainability Risk:  Sustainability risk refers to the risk of material financial impact, positive or negative, caused by 
environmental, social, or governance factors that may affect the long-term viability and resilience of the Group. A 
significant sustainability risk faced by the Group is climate change, which has the potential to impact the Group in the 
following ways:  

◦ Physical risk involves risk from shifts in characteristics of natural catastrophes due to climate change that may lead to 
an increase in insurance payments, leading to a possible deterioration in underwriting results.  The Group 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 industries. The Group considers this a prospective and material risk. 

◦ Climate-related liability risk refers to the potential for policyholders to face legal action or regulatory proceedings in 
connection with their historical or ongoing contributions to climate change, their management of climate-related risks, 
or the accuracy and completeness of their climate-related disclosures. The Group considers this both a prospective and 
retrospective risk.

In addition to risks associated with climate change, the Group faces other sustainability risks, such as those associated with 
human rights and governance practices. Climate change and other sustainability risks are managed and mitigated through the 
Group's risk management framework, which is overseen by the board of directors, as well as through adherence to the Group’s 
corporate values and active engagement with stakeholders.

Additionally, the Group’s 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, a Head of Sustainability at the Group, as well as the pursuit of several climate change related 
commitments. Most notably, Sompo Holdings has committed to becoming net zero in its underwriting and investment activities 
by 2050. To achieve these goals, the Group has been working to measure and reduce its carbon footprint associated with 
insurance and investment activities, engage its insurance customers and investees, and grow its portfolio of products designed 
to ensure the transition. 

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 Group, including 
climate change. As greater understanding of financial risks from climate change develops, the risk management framework 
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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.

Material Events Update

On February 24, 2026, the Company completed the acquisition of Aspen Insurance Holdings Limited ("Aspen"), a specialty 
insurance and reinsurance global underwriting company primarily based in Bermuda, the United States, and the United 
Kingdom. The Company's acquisition of Aspen will enable continued expansion of its global specialty insurance and 
reinsurance businesses, provide access to the Lloyd's platform and add an alternative reinsurance platform to our product 
offerings.

Item 3.b.  Asset Investing

The Group’s investment strategy is designed to protect book value and generate appropriate risk adjusted returns to grow book 
value, while providing sufficient liquidity to meet our operating cash needs. The investment portfolio is designed to diversify 
risks, including interest rate, credit, structure and equity risks. Our investment portfolio is managed by our Chief Investment 
Officer and a team of investment professionals. Our investment team is experienced in direct portfolio management, asset 
allocation, managing external investment manager relationships and risk management. Our investment team uses specialized 
analytical tools to evaluate risk and opportunity in investments to facilitate a risk managed, opportunity oriented approach to 
investing consistent with the requirements of our Investment Policy. We utilize external portfolio managers to oversee most of 
the day-to-day activities of our investment portfolio, and our investment professionals actively monitor our investment 
managers' performance and compliance with our Investment Policy and with the specific investment guidelines applicable to 
each investment manager. We use quoted values and other data provided by nationally recognized third-party pricing sources as 
inputs to our process for determining the value of our investment portfolio that is carried at fair value in our financial 
statements.

The Group's Investment Policy establishes authority for our investment activities and specifies risk tolerances and minimum 
criteria on the overall credit quality and liquidity characteristics of the portfolio. This includes limitations on the size of certain 
holdings as well as restrictions on purchasing certain types of securities or investing in certain industries. The Group's 
investment managers may be instructed to invest some of the investment portfolio in currencies other than U.S. dollars based 
upon the business we have written, the currency in which our loss reserves are denominated or regulatory requirements.

The Group's Investment Policy incorporates a traditional policy limit approach to each type of risk, thus setting a maximum 
amount of capital that may be exposed at any one time to particular types of securities and investment vehicles. We develop and 
maintain an investment risk profile, including the establishment of risk limits, which is reviewed and revised by the Capital 
Management and Investment Committee of the Board of Directors based on market conditions and our developing needs and 
includes estimates of the maximum and expected levels of investment risk relative to shareholders' equity that will be taken 
over a 12 month period. In determining our investment decisions, we consider the impact of various catastrophic events on our 
invested assets, particularly those to which our insurance and reinsurance portfolio may also be exposed, in order to protect our 
financial position. In addition, as part of our risk management processes, we maintain a watch list of securities that management 
considers to be at risk due to industry and/or issuer specific issues or securities potentially subject to future impairments. These 
securities are subjected to further internal analysis to evaluate their underlying structures, credit characteristics and overall 
industry and security specific fundamentals until they are sold, mature or it is deemed that further review is no longer necessary.

In managing the Group's invested assets, the Group applies the SIH Policy and Principles. The Group's Policies and Principles 
state that all investment decisions will be made within the context of their impact on shareholder value and in accordance with 
the Prudent Person Principle. The Capital Management and Investment Committee of the Board of Directors is charged with the 
oversight and governance of the Group's investment strategies, policies and guidelines, and limits as noted above in Item 2.a.(i) 
Structure, Roles, and Responsibilities.

Item 3.c.  Stress Testing and Sensitivity

Stress and scenario testing forms part of the ORSA process and allows the Group to better understand its business by assessing 
the ability to meet solvency and liquidity requirements under stressed conditions. The stress and scenario testing framework 
seeks to leverage a variety of perspectives in order to generate meaningful insight for the business. The testing process is 
facilitated by the Risk Function and may be performed on either a top-down or bottom-up basis. Assumptions are derived using 
appropriate internal and external expertise and analysis, with scenario selection and key assumptions subject to approval by 
executive management and, where appropriate, the Board.  The results of stress and scenario testing are reviewed with senior 
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management to capture management observations and responses and may inform actions such as adjustments to underwriting 
appetite, reinsurance arrangements, investment strategy or capital buffers. 

Part 4. Solvency Valuation

The Group is supervised by the BMA (see Item 1.b. above) and is required to meet certain solvency requirements on a group 
basis. During 2016, the BMA achieved Solvency II regulatory equivalency with the European Union, and as such the BMA 
instituted a solvency valuation basis or Economic Balance Sheet ("EBS") as a key component of its regulatory reporting 
requirements.  Except where specifically noted by the BMA, assets and liabilities should be valued at fair value in line with 
generally accepted accounting principles ("GAAP") for EBS valuations.  The BMA's EBS framework applies prudential filters 
to certain balance sheet classes and non-admits certain assets to form the basis for their solvency valuations.

Item 4.a.  Asset Valuations

For solvency valuation purposes, cash, cash equivalents, investments, and accrued income on investments are recorded on the 
same valuation basis as they are under International Financial Reporting Standards ("IFRS") in the Group's audited financial 
statements. 

SIH and ESIL designate its fixed maturity investments, short-term investments and equity securities as at FVTPL because they 
are managed on a fair value basis and their performance is monitored on this basis. Securities designated as FVTPL are carried 
at estimated fair value, with related net unrealized gains or losses recognized on the Consolidated Statements of Profit and 
Comprehensive Income (Loss). Investment transactions are recorded on a trade date basis.

Equity securities are carried at estimated fair value, with related net realized and unrealized gains or losses included in net 
income/loss.

SIH and ESIL determine the fair value of its trading investments and equity securities in accordance with current accounting 
guidance, which defines fair value and establishes a fair value hierarchy based on inputs to the various valuation techniques 
used for each fair value measurement. The use of valuation techniques for any given investment requires a significant amount 
of judgment and consideration of factors specific to the underlying investment. Fair value measurements determined by SIH 
and subsidiaries, and ESIL and subsidiaries seek to maximize observable inputs and minimize the use of unobservable inputs.

SIH and ESIL determine the estimated fair value of each individual security utilizing the highest level inputs available.

Other investments within the investment portfolio are comprised of (i) hedge funds, private investment funds and other 
investment funds that generally invest in senior secured bank debt, high yield credit securities, distressed debt, macro strategies, 
multi-strategy, equity long/short strategies, distressed real estate, and energy sector private equity ("alternative funds") and (ii) 
investments in a non-public entities where the Group has significant influence ("investments in associates"). Interests in 
associates are accounted for using the equity method. Under this method, the investment in an associate is initially recognized at 
cost. Subsequent to initial recognition, the carrying amount of the investment is adjusted to recognize changes in the Group's 
proportionate share of net assets of the associate since the acquisition date. Adjustments are made to the investee's accounting 
policies, where necessary, to be consistent with the Group’s accounting policies.  Due to the timing of the delivery of the final 
valuations reported by the managers of certain of alternative funds, investments in those funds are estimated based on the most 
recently available information including period end valuation statements, period end estimates, or, in some cases, prior month 
or quarter valuation statements.

On occasion SIH and ESIL enters into investment repurchase agreements whereby they sell securities and repurchases them at a 
future date for a predetermined price. These investment repurchase agreements are accounted for as secured borrowings and are 
recorded at the contractual repurchase price plus accrued interest. The securities to be repurchased are the same, or substantially 
the same, as those sold. The fair value of the underlying securities is included in fixed maturity investments in SIH's and ESIL's  
Consolidated Balance Sheet. The use of the cash received from the counterparty pursuant to the repurchase agreement is not 
restricted. The obligation to return the cash is included in payable under repurchase agreements in the Consolidated Balance 
Sheet. In these repurchase transactions, the securities sold by SIH and ESIL (pledged collateral) may be sold or repledged by 
the counterparties with whom the repurchase agreement is executed.

Cash equivalents include highly liquid short-term deposits and securities with maturities of ninety days or less at the time of 
acquisition. Cash equivalents are valued at amortized cost, which approximates fair value due to the short-term, liquid nature of 
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these securities. Fixed maturity investments, bank deposits and investments in money market funds with maturities of greater 
than ninety days and less than one year are classified as short-term investments.

Insurance premiums receivable and payable (net of any allowance for bad debts) are analyzed to determine the amount of 
premiums actually due at the balance sheet date or currently due, versus those due in the future. The net amounts currently due 
are deemed to be received within one year and are recorded in the EBS. The net amounts which have been deemed as not yet 
due are deducted from the premiums receivable asset/premiums payable liability and included in the valuation process noted 
below for determining the technical provisions.  

Reinsurance balances recoverable represent monies due to SIH and ESIL from third parties for insurance losses paid or unpaid 
by SIH and ESIL and subsidiaries on their behalf.  Amounts recoverable from reinsurers are estimated in a manner consistent 
with the provisions of the reinsurance agreements and consistent with the establishment of SIH's and ESIL's reserve for losses 
and loss expenses. Reinsurance recoverables are segregated into those which are recoverable on paid losses and those which are 
based upon estimates or unpaid losses. Reinsurance recoverables on paid losses are deemed as more than likely to be received 
within the next fiscal year and are reported in the EBS. Reinsurance recoverables on unpaid losses and estimates are included in 
the valuation process noted below for determining the technical provisions.   

The insurance and reinsurance balances receivable represent funds withheld by ceding reinsurers.  The funds withheld relate to 
premiums, profit commissions, claims and/or funds advanced for claims. The receivables are analyzed to determine which 
amount if any are deemed as more than likely to be received in a period greater than one year.   Amounts that are deemed as 
such are discounted using the BMA's prescribed discount rates for the reporting period.  Differences between the original 
balance and the discounted values are deducted from insurance and reinsurance balances receivable and offset against SIH's and 
ESIL's statutory capital and surplus.

Prepaid reinsurance premiums and deferred acquisitions costs are considered as a component in determining the technical 
provisions in the EBS.  Therefore, these amounts in their entirety are deducted from SIH's and ESIL's total assets and, in the 
case of prepaid reinsurance premiums, included in the base amounts utilized to calculate the technical provisions as noted below 
in Item 4.b.

SIH's and ESIL's remaining assets includes the value of its derivative instruments, balances due from investment sales, 
particular intangible assets, deferred tax assets, and other assets.  Unless noted in other assets, fixed assets are not an admissible 
asset and are excluded from the EBS. Similarly, right of use leased assets do not transfer any economic benefit, and therefore 
the asset and liabilities are excluded from the EBS.

Derivative assets in the EBS are reported at the same valuation basis as they are under IFRS in the audited financial 
statements.  Current accounting guidance requires the recognition of all derivative financial instruments including embedded 
derivative instruments, as either assets or liabilities in the Consolidated Balance Sheets at fair value.  SIH and ESIL may use 
various derivative instruments such as foreign exchange forwards, future and option contracts; industry loss warranty swaps; 
interest rate futures, swaps, swaptions, and options; credit default swaps; commodity futures and options; weather swaps and 
options; loss development covers; and to-be-announced mortgage-backed securities. These derivative instruments are used to 
manage exposure to interest rate and currency risk, to enhance the efficiency of the investment portfolio and to economically 
hedge certain risks. These derivative instruments do not qualify, and are not designated, as hedges. Derivatives are recorded at 
fair value with changes in fair value and any gains or losses are recognized in net realized and unrealized gains losses, net 
foreign exchange gains losses, or other underwriting loss in the IFRS basis Consolidated Statements of Income and 
Comprehensive Income. Where SIH and ESIL have entered into master netting agreements with counterparties, or has the 
legal and contractual right to offset positions, the derivative positions may be netted by the counterparty. 

Balances due from investment sales represent the net funds to be received from the sale of investments and are usually 
attributable to timing differences between sales dates and settlement dates which are typically 2-3 days.  As such the reported 
value is the fair value measurement on an IFRS basis. 

In general, goodwill and intangible assets are not considered admitted assets in the EBS. However, the BMA’s EBS guidance 
does allow for intangible assets to be admitted as recognized if it is probable that the expected future economic benefits will 
flow to the insurer and that their value can be measured reliably. The assets must be separable, and there should be evidence of 
exchange transactions for the same or similar assets indicating they are saleable in the market place. If a fair value measurement 
of an intangible asset is not possible, then such an asset should be excluded. SIH and ESIL has reviewed and analyzed the 
nature of the items included within its intangible asset balance and determined that the US state licenses at its US insurance 
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entities meet this criteria. Where available the aggregate of the mid-point of the valuation ranges for each license is recognised 
and reported as an intangible asset in the EBS.

SIH's and ESIL's deferred tax assets ("DTAs") on an IFRS basis are reviewed and analyzed within the following EBS criteria.  
DTAs are ascribed a positive value where it is probable that future taxable profit will be available against which the DTA can 
be utilised, taking into account any legal or regulatory requirements on the time limits relating to the carry-forward of unused 
tax losses or the carry-forward of unused tax credits.  Should a DTA meet this criteria the actual value to be recognized is the 
aggregate of the deferred tax asset matched by future profits discounted to their net present value based upon the discount rates 
as published by the BMA.  

Other assets include receivables and other recoverable balances from rent deposits, current tax receivable, and other fixed 
assets. As with goodwill, prepayments or prepaid expenses are not admissible assets under the EBS basis and therefore are 
excluded. Rent deposits and current tax receivables are deemed as readily realizable and therefore are valued and reported at 
their IFRS valuation basis with no applicable prudential filters for EBS reporting purposes. SIH's and ESIL's other fixed assets 
consist of a building, land and vehicles which are wholly owned or leased by SIH, ESIL, and their subsidiaries. These assets are 
analyzed and valued to determine whether or not a readily realizable value exists. 

Item 4.b.  Technical Provisions

General insurance business technical provisions are to reflect values based on best-estimate cash flows, adjusted to reflect the 
time value of money using a standard approach discount rate term structure published by the BMA, BMA Standard Approach 
Rates. Under the BMA's EBS framework, general insurance business (non-life) technical provisions are comprised of three 
main components:  
• Best estimate of premium provisions

• Best estimate of loss and loss expense provisions

• General Insurance business risk margin

Under the EBS regime, the best estimate premium provision is the expected present value of future cash flows relating to future 
claim events on existing policies and future premiums falling within the contract boundary definition and not yet due premiums. 
Existing policies include incepted but unearned and bound but not incepted policies. The initial expected plan loss ratio by 
planning classes are applied to the unearned premium and bound premium to come up with an estimation of the total 
undiscounted claims. The claims cashflows are discounted using the relevant BMA Standard Approach Rates. 

The best estimate of the loss and loss expense provisions reported in the EBS reflect the probability-weighted average of future 
cash flows, discounted using the relevant BMA Standard Approach Rates.  

The events that may not be adequately reflected in the data, known as ‘Binary Events’ or ‘ENIDs’ (Events Not In Data set), are 
also reflected in the best estimate. Cash flows arising from ongoing administration of the in-force policies, including any 
commission payments, any premium collection costs and investment related expenses have been included within the best 
estimate. The best estimate of recoverable amounts are calculated and shown separately.

The last component of the technical provision is the risk margin. The risk margin is an additional provision for the uncertainty 
in the future cash flows. This reflects the expected cost of capital required for a third party to run off all legal obligations.  The 
risk margin is calculated using the BMA's prescribed cost of capital approach.  This approach calculates a cost of capital by 
applying a BMA prescribed cost of capital against the future projected BSCR discounted over a 30 year period at the risk free 
discount rates as determined by the BMA.

SIH and ESIL's consolidated EBS technical provisions and risk margin as at December 31, 2025 were as follows:

SIH ESIL
Net Premium Provisions $ 684,970 $ 714,633 
Net Loss and Loss Expense Provisions  15,009,621  14,891,431 
Risk Margin  1,194,998  1,175,031 
Total General Business Insurance Technical Provisions $ 16,889,589 $ 16,781,095 
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Item 4.c.  Reinsurance Recoverables 

As noted above in Item 3.a.  Material Risks & Risk Mitigation Measures, the Group utilizes third party reinsurers as part of its 
underwriting risk management strategy. Included as part of that strategy, the Group has established a Ceded Reinsurance Policy 
which provides governance over the Group's ceded reinsurers and their selection.

The Group purchases quota share, facultative and excess of loss reinsurance across most Insurance lines of business. In the 
Reinsurance segment, the Group purchases proportional and excess of loss retrocessional coverage on the catastrophe line of 
business, and proportional coverage on the specialty line of business. The Group's U.S., U.K. and Bermuda insurance operating 
subsidiaries use proportional and excess reinsurance to protect larger limits on certain business written by the Insurance 
segment. The Group's agriculture Insurance line of business participates in a crop reinsurance program sponsored by the U.S. 
federal government and utilizes third party reinsurance covers. Excess reinsurance coverage is often purchased in relation to the 
property insurance line of business to protect against catastrophic events.

The Group remains obligated for amounts ceded in the event that its reinsurers or retrocessionaires do not meet their 
obligations, except for amounts ceded to the U.S. federal government in the agriculture line of business. Accordingly, the 
Group has evaluated the reinsurers and retrocessionaires that are providing reinsurance and retrocessional protection and will 
continue to monitor the stability of its reinsurers and retrocessionaires. At December 31, 2025, SIH and its subsidiaries held 
collateral of $1,565.0 million, related to its ceded reinsurance agreements. At December 31, 2025, ESIL and its subsidiaries 
held collateral of $1,565.0 million, related to its ceded reinsurance agreements. The balance of ceded reinsurance recoverables 
for SIH and ESIL at December 31, 2025 was distributed as follows based on the ratings of the reinsurers:

SIH ESIL
Rating
AAA $ 335,053 $ 337,062 
AA+, AA, AA-  4,211,024  4,223,914 
A+, A, A-  2,641,214  2,467,176 
BBB+, BBB, BBB-  290,979  292,133 
Other / Not rated  233,068  232,686 
Total $ 7,711,338 $ 7,552,971 

The balances reported in the table above are on an IFRS basis. The balances are discounted at the BMA prescribed risk free 
rates as noted above in Item 4.b. Technical provisions to determine their valuation on an EBS basis. 

Item 4.d. Other Liabilities Valuations

Insurance and reinsurance balances payable and commissions, expenses, fees and taxes payable represent amounts due to 
insurers and reinsurers under current insurance contracts. The amounts payable include premiums, taxes, underwriting 
expenses, fees, taxes, and profit commissions.  As noted in Item 4.b. above the amount of advanced premiums payable are 
included in the calculation of the best estimate of premium provisions.  The components of SIH's and ESIL's insurance and 
reinsurance payables are reviewed and analyzed to determine which amounts if any are deemed as not readily realizable within 
the next fiscal year.  Those amounts deemed as such are discounted at the risk free discounted rates as published by the BMA.  

Tax liabilities on an IFRS basis include current income tax and deferred tax liabilities.  The values are reviewed and analyzed 
using the BMA's EBS guidance which states that current tax liabilities are measured at the amount expected to be paid to or 
recovered from the taxation authorities, using the tax rates that have been enacted or substantively enacted by the end of the 
reporting period and in conformity with the Group's IFRS financial statements.  Deferred tax liabilities are valued on the basis 
of the difference between the values ascribed to assets and liabilities recognised and valued in accordance with the EBS 
requirements and the values ascribed to assets and liabilities as recognized and valued for tax purposes.

Accounts Payable and Accrued Liabilities include accrued operating expenses, accrued interest expenses, accrued 
miscellaneous tax expenses, general accounts payable related to the weather risk management business, salary related payables 
and general other payables.  Payables are reviewed and analyzed to determine which amounts if any are deemed as not readily 
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realizable within the next fiscal year.  Those amounts deemed as such are discounted at the risk free discounted rates as 
published by the BMA.   Those amounts deemed as readily realizable within the next fiscal year are recorded at their IFRS 
value. 

Sundry liabilities  include derivative liabilities, investments pending settlement, and deposit liabilities for contracts which have 
assessed as not having risk transfer.  The Group's derivative liabilities are valued in accordance with the Group's audited IFRS 
financial statements as noted above in Item 4.a. above. 

Investments pending settlement represent the net funds to be paid from the purchase of an investment and are usually 
attributable to timing differences between purchase and settlement dates which are typically 2-3 days.  As such the reported 
value is the fair value measurement on an IFRS basis. 

The Group's deposit liabilities are based upon insurance contracts which have been assessed as not transferring significant risk.  
Since these deposit liabilities are net reserves on these contracts, the reserves have been discounted using the risk free discount 
rates as provided by the BMA with their EBS valuation reflective of the discounted values.

Part 5.  Capital Management

Sompo International is a holding company which relies primarily upon the dividends and other distributions from its various 
entities. As a result, the Group proactively manages its capital base through the utilization of underwriting revenues, 
reinsurance and prudent risk management. 

Item 5.a.  Eligible Capital

Item 5.a.(i)  Capital Management Policy

The Group's capital management policy is aimed at ensuring the Group maintain sufficient levels of risk based capital and 
financial flexibility as required by the Group's clients, the Group's various regulatory bodies, rating agencies, and the Group's 
strategic business purposes. The Group assesses the various capital level requirements and internally establishes an appropriate 
minimum capital level that satisfies all.  Incorporated within this assessment is the focus on retaining earnings to build capacity 
and reinvest in the Group's business.  

Item 5.a.(ii)  Eligible Capital by Tiers

SIH's and ESIL's eligible capital as at December 31, 2025 is comprised of the following capital tiers as per the BMA's 
classifications:

SIH ESIL
Tier Description
1 Basic Total Tier 1 $ 13,209,816 $ 12,873,227 
2 Basic Total Tier 2  526,052  523,372 

Total Eligible Capital $ 13,735,868 $ 13,396,599 

Item 5.a.(iii)  Eligible Capital by Tier for Regulatory Capital Levels

SIH's and ESIL's eligible capital composition by tier available to meet its minimum solvency margin ("MSM") and ECR as at 
December 31, 2025 is as follows:
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SIH ESIL

Tier
Applicable to 

MSM
Applicable to 

ECR
Applicable to 

MSM
Applicable to 

ECR
1 $ 13,209,816 $ 13,209,816 $ 13,209,816 $ 12,873,227 $ 12,873,227 $ 12,873,227 
2  526,052  526,052  526,052  523,372  523,372  523,372 

$ 13,735,868 $ 13,735,868 $ 13,735,868 $ 13,396,599 $ 13,396,599 $ 13,396,599 

Item 5.a.(iv)  Eligible Capital Transition

Not applicable.

Item 5.a.(v)  Eligible Capital Encumbrances

SIH's and ESIL's Tier 1 Basic eligible capital is reduced by the amount of assets which are encumbered for other than securing 
policyholder obligations. The regulatory requirements also provide an adjustment between tiers in respect of assets encumbered 
where those assets held are in excess of the policyholder obligations.  See Item 5. a.(ii). 

Item 5.a.(vi)  Ancillary Capital Instruments

See Item 5.a.(iv).   

Item 5.a.(vii)  Adjustments to Statutory Capital and Surplus

Both SIH's and ESIL's shareholder's equity on an IFRS basis is adjusted by various prudential filters to arrive at SIH's and 
ESIL's statutory capital and surplus as per the Bermuda regulatory requirements.  SIH and ESIL currently applies seven types of 
primary adjustments to IFRS shareholder's equity to produce the Bermuda statutory economic capital and surplus on an EBS 
basis described as follows: 

• Technical Provisions: adjustments for the impact of the revaluation of the insurance 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 as 
prescribed by the BMA. 

• General Business Risk Margins: adjustments under the cost of capital approach for the impact of the uncertainty 
associated with the probability-weighted cash flows or the compensation the Group would require in order to bear the risk 
of holding additional funds to meet cash flows.   

• Deferred Tax Assets: the aggregate of the deferred tax asset matched by future profits discounted to their net present value 
based upon the discount rates for EBS as published by the BMA. Deferred tax assets specifically recognized as a result of 
the new Corporate Income Tax Act 2023 are treated as admitted assets for the 2025 return. 

• Deferred Tax Liabilities: calculated using the effective tax rate on the difference between the tax basis balance sheet and 
economic balance sheet.

• Intangible Assets: the aggregate fair value of intangible assets deemed as saleable in the market place, such as the Group's 
insurance licenses.

• Fixed Assets: adjustments to eliminate those fixed assets which are deemed as not having a readily realizable value.
• Non-Admitted Assets: adjustments for the impact of goodwill and prepayments which are not admitted under the BMA's 

statutory regulations. 
• Additional Approved Capital Instruments: as noted above in Item 5 a. (vi) these are not applicable for ESIL. 

Item 5.b.  Regulatory Capital Requirements

Under the supervision rules promulgated by the BMA, SIH and ESIL are required to maintain available statutory capital 
adequacy and surplus at a level equal to or in excess of its ECR, which is established by reference to either the BSCR or an 
approved internal capital model.  In addition, under the supervision rules SIH and ESIL are required to maintain available 
statutory capital adequacy and surplus at a level equal to or in excess of the MSM. 
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Item 5.b.(i)  ECR and MSM for the Reporting Period

As of the year ended December 31, 2025, SIH's ECR was $6,306.7 million and its MSM was $4,247.8 million.

As of the year ended December 31, 2025, ESIL's ECR was $6,236.6 million and its MSM was $1,725.3 million.

Item 5.b.(ii), (iii) and (iv) Compliance

Both SIH and ESIL have consistently remained in compliance with the ECR and MSM requirements.

Item 5.c.  Approved Capital Model

SIH and ESIL utilizes the regulatory capital model as prescribed by the BMA (the BSCR) in determining its ECR. Where 
capital modifications are permitted by the BMA, company specific capital factors are used. 

Part 6. Subsequent Events

Acquisition of Aspen Insurance Holdings Limited

On February 24, 2026, ESIL completed the acquisition of Aspen Insurance Holdings Limited ("Aspen"), a specialty insurance 
and reinsurance global underwriting company primarily based in Bermuda, the United States, and the United Kingdom.  The 
Company's acquisition of Aspen will enable continued expansion of its global specialty insurance and reinsurance businesses, 
provide access to the Lloyd's platform and add an alternative reinsurance platform to our product offerings.  

In accordance with the Agreement and Plan of Merger dated August 27, 2025, the Company has acquired 100% of the 
outstanding Class A ordinary shares of Aspen for US$37.50 per share in cash (the "Merger").   

As the Merger took place after the reporting date of December 31, 2025, it is considered a non-adjusting subsequent event in 
accordance with IAS 10 - Events After the Reporting Period. Thus, the financial impacts of the Merger have not been reflected 
in the consolidated financial statements for the year ended December 31, 2025.  
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Declaration 

 

We, the Chief Executive Officer and Chief Risk Officer of the Group, do hereby certify that to the best of our knowledge and 

belief, this financial condition report fairly represents the financial condition of Sompo International Holdings Ltd. and Endurance 

Specialty Insurance Ltd. in all material respects.  

 

 

 

CHIEF EXECUTIVE OFFICER 

 

 

                                                                                                                                                                 May 29, 2026              

James A. Shea 

 

 

 

CHIEF RISK OFFICER 

 

 

                                                                                                                                                                  May 29, 2026              

Emmanuel Brulé 
 

 

Docusign Envelope ID: A36F25D0-3B7D-839F-829A-9812D323BE46



Part 8. Appendix

Item 8.a. Appendix A - Organizational Chart
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