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1. Executive summary
1.1. The Proposed Transfer

AmTrust Europe Limited (AEL) currently operates across the European Economic Area
(EEA) utilising the EEA’s Freedom of Services (FofS) and Freedom of Establishment
(FofE) arrangements.

The UK left the European Union (EU) on 31 January 2020. Thereis a transition period
until 31 December 2020 during which the UKand EU will conducttrade negotiations.
The outcome ofthese negotiations including any decisions about regulatory equivalence
between the UK and EU remains highlyuncertain. Until 31 December 2020 the current
rules remain in place. The Proposed Transfer described in thisreportis dueto complete
on 31 July ie before 31 December 2020.

In the event ofa so called “Hard Brexit” at 31 December 2020 (eg as a consequence of
no agreement over trade negotiations) where AEL no longer has FofS or FofErights,
AEL would notlegally be able to carry on the non-UK EEA business. For example, AEL
would notbe able to issue new insurance policies across the EEA and mightnotlegally
be able to pay valid claims to existing non-UK EEA policyholders unless AEL obtains
appropriate authorisation in all relevant EEA member states.

As part ofa wider AmTrust Group strategy to provide certainty thatthe Group can
continueto carry on EEA business, nowthatthe UK has left the EU, with minimum
disruption and to improve efficiencies withinthe Group, AEL is proposing to transfer (the
Proposed Transfer) its Italian medical malpractice business to an Italian Company,
AmTrust Assicurazioni SpA (AA), and the remaining non-UK EEA business to AmTrust
International Underwriters DAC (AIU). AA was acquired by the AmTrust Group in 2019
and has recently started writing new business.

In addition, the aim of the AEL to AA transfer is part ofa wider strategic change
regarding the medical malpractice businesswritten by each of AEL, AlU and AA and is
intended to ensure thatall Italian medical malpractice businessisin oneinsurer, being
AA, supervised by the Italian regulator IVASS.

The Effective Date ofthe Proposed Transfer is 31 July 2020. Thisis one month later
than the original Effective Date of 1 July 2020 as stated in my Scheme Report. This
follows the ongoing developments around COVID-19 and its potential impacton the
Proposed Transfer. For AmTrustto be able to give appropriate consideration to this
uncertainty, the Proposed Transfer has been delayed by one month.

There have been no other changes to the Proposed Transfer.
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There will be no changein the ultimate parentcompany of all entities, Evergreen Parent
GP, LLC (Evergreen orthe Group).

Other AmTrust transfers

In additionto the Proposed Transfer, AmTrustare preparingto make further transfers as
part oftheir responseto Brexitand other strategic changes and transactions. These are

summarised below:

" A Section 13 transfer of AlU’s Italian medical malpractice business to AA, with a
proposed Effective Date also of 31 July 2020. Approximately athird of AlU’s
portfoliowill transfer to AA, based on provisions netofreinsurance. This transfer
passed the Directions Hearing stage on 2 March 2020.

] A Part VII transfer of all business from AMT Mortgage Insurance Ltd (AMIL) to AlU
with a proposed Effective Date of 31 October 2020. This transfer passed the
Directions Hearing stage on 8 July 2020.

In addition, a Section 13 transfer of surety business from AIU to Liberty Mutual Insurance
Europe SE (LMIE), a third-party outside ofthe AmTrust Group, completed on
31 March 2020.

1.2. My role as Independent Expert

AmTrust have appointed meto act as the Independent Expert (IE) for the Proposed
Transfer. The Prudential Regulation Authority (PRA), in consultation with the Financial
ConductAuthority (FCA), has approved my appointment.

As IE, my overall roleis to assess whether:

. The security provided to policyholders of AEL will be materially adversely affected
by the implementation ofthe Proposed Transfer.

" The security provided to AlU and AA policyholders will be materially adversely
affected by the implementation ofthe Proposed Transfer.

" The Proposed Transfer will have any adverse impact on service standards
experienced by policyholders.

" Any reinsurer of AEL providing cover for the transferring business will be materially
adversely affected.

| provided my Scheme Reportforthe Proposed Transfer (dated 3 March 2020) ahead of
the Directions Hearing, whichwas held on 11 March 2020.

The purpose ofthis Supplementary Reportis to confirmand/or update the conclusions of
my Scheme Report, based on any material new developmentsin theintervening period,
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ahead of the Sanctions Hearing. ThisSupplementary Reportshouldberead in
conjunctionwith my Scheme Report.

1.3. Summary of developments since the Scheme Report

Activities since the Scheme Report

The main activities in relation to the Proposed Transfer since the Scheme Reportwas
issued on 3 March 2020 have been as follows:

Proposed Transfer

. The Effective Date ofthe Proposed Transfer has changed from 1 July 2020 to
31 July 2020.

" Given theongoing developments around COVID-19 and its impacton the
Proposed Transfer, AmTrusthave updated their SCR coverageratio and balance
sheet analyses to reflectthis uncertainty. Thisis discussed furtherin later sections
of thisreport.

= The Scheme Reportand other associated scheme documents were presented to
the Courtat the Directions Hearingon 11 March 2020, where approval was
received to start notifications in line with the communications plan.

Reserving

" The level of AEL’s transferring provisions remained broadly flaton anet of
reinsurance basis between 30 June 2019 and 31 March 2020. Thisisdiscussedin
more detail in section 3.1.

" AA is expecting to write more business in 2020 than 2019 (gross written premiums
of €83.6m vs €38.1m in 2019). The current projected volumeis reduced fromthe
business plan expectation of€174.2m as a result of renewals continuingto be
written in AIU (and AEL) rather than AA as originally planned. Theimpactofthis
large change, and other changes following my Scheme Report, is discussed in

more detail in section 3.

" IVASS requested an independentreserve review of the Italian medical malpractice
portfolios transferring into AAfrom AEL and AlU. | have reviewed the findings of
thisreport. Asummary of thisreportisin section 3.1.2.

" AmTrust have taken accountingadvice on howto address theimpactofthe
differing treatmentof policy deductibles between Italian accounting rules (GAAP)
and those ofother countries. Asummary ofthe treatment is set out in
section 3.1.3.

" As described in the Scheme Report, AEL was requested by the Prudential
Regulatory Authority (PRA) to appointaskilled person to perform an independent
external review ofthe Italian and French medical malpractice portfolios. | reviewed
the finalised version ofthereport, AEL Management’s responses to the
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recommendations made and progress on AEL’s implementation ofthe proposed
actions. A summary of my reviewis in section 3.1.5.

As described in the Scheme Report, AlU commissioned an external regulatory
review of certain aspects ofits business by an independent actuarial consultancy,
including thereserving process and its governance. This external regulatory
review, which was instigated atthe request ofthe Central Bank of Ireland (CBI),
has been completed and we havereviewed the final findings.

I reviewed the findings ofthis reportand AlU Management’s responses to the

recommendations made. A summary of my reviewis in section 3.1.5.

Capital

Amtrust have updated their projections since my Scheme reportwas issued to
allow forthe impact of the COVID-19 pandemic. The updated projected post-
transfer SCR coverageratios are now as follows:

e AEL — 140%, inline with risk appetite;
o AlU —172%, in excess of risk appetite of 140%; and
o AA - 147%, in excess ofrisk appetite of 145%.

Dividend payments from AEL, AlU, Motors Insurance Company Limited (“MICL”), a
subsidiary of AFSI, and a €56m contribution from All (which was paid on

30 June 2020) will be used to support AA’'s SCR coverageratio post-transfer.
Further detail is provided in section 3.2.

The coverageratios for AEL, AlU and AA will be guaranteed to be at least the level
of risk appetite until 30 June 2021 by a Net Worth Maintenance Agreement
(NWMA) with AmTrust Financial Services Inc. (AFSI), the parentcompany ofthe
Amtrust entities. This commitmentultimately depends on thefinancial strength of
AFSI and the Amtrust Group. This agreementis expected to be signed before the
Sanctions Hearing.

In theevent of SCR coverage ratios falling below therisk appetite level for AEL,
AlU or AA, | would expect AmTrust to implement management actions to restore
the SCR coverageratio to at least the risk appetite level. Given this, | have placed
limited reliance on the NWMA, although the fact that AFSI’s supporthas been
formalised in the agreement does increase policyholder security up to June 2021.

Following privatisation, AFSI no longer discloses its consolidated financial
information publiclyand so is notrated. However, members of the AmTrust Group
have a currentA. M. Best Financial Strength Rating, as of 13 August 2019, of “A-*
(Excellent) reflecting its balance sheet strength (categorized by A. M. Best as very
strong) and level of free assets.



3704510

Page 7 of51

INSIGHT
CLARITY
ADVICE

Policyholder communications and other

AEL has communicated with policyholders and placed notices in various
publications inline with the communication plan outlined in my Scheme Report, no
changes to the plan were required due to the COVID-19 pandemic.

There have been no objections to the Proposed Transfer, as at 17 July 2020.

Following an applicationforalicencein San Marino, AA havereceived a positive
opinionfrom IVASS which now allows themto conductinsurance activity in San
Marino. AA is nowengaging with the San Marino Insurance Authority to register
the licence.

AlU isin the process ofapplying to the CBI for additional classlicences and
passportingrights for surety business. Thisis aterritory extension application and
notanew licence application. The expectationis thatthese policies could be
treated as residual policies and transferred after 31 July 2020, as soon as the CBI
has approved thelicence.

The CBI has approved AlU’s licence applicationsfor the following:
e Class 13 — General Liability (approved 29 April 2020);
e Class 10 — Motor Vehicle Liability - Italy (23 June 2020);
e Class 10 — Motor Vehicle Liability — Greece (24 June 2020); and

e Class 17 —Legal expenses (1 July 2020).

1.4. Potential impact of COVID-19 on the Proposed Transfer

The uncertainty around theimpactof the COVID-19 pandemic is expected to continue

until the Effective Date ofthe Proposed Transfer and beyond. AmTrusthas considered
the exposure ofits Italian medical malpractice portfolio, and its wider business, to the

pandemic.

As Italian medical malpractice policies areissued on aclaims-made basis, only
unexpired policies are exposed. AmTrust’s view is that claims arising fromthe pandemic

are likely to be limited. They expectthere to be a reduction in claims frequency to the
extent that non-essential operationswill notbe taking place, thoughlimited credithas

been taken for this in Amtrust’s updated projections.

In additionto this, since specificinstructionswere provided to hospitals by the Italian

governmentatthe national and regionallevel following declaration of a ‘state of national
health emergency’, AmTrust’'s view is, provided the hospitals complied with the

Government's instructions with regards to COVID-19, it is unlikely that liability could be
established. Liability would fall to theinsurerin the event of gross negligencein the

implementation oftheseinstructions. Thereis draftlaw being taken to the Italian

Parliament to determine the limitation in the eventof gross negligence.
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Over theshortterm, longer settlementdelays are anticipated driven by acombination of
hospitals notauthorising settlements and any operational difficulties for AmTrust’s claims
team as they adjustto the new environment. Overall,theimpacton thereserving
process is expected to be limited.

Further protection from COVID-19 claims may arise from Article 1912 ofthe Italian Civil
Codewhich excludes so-called exceptional major risks from general insurance coverage,
including those associated with pandemics. AmTrusthave received a legal opinionon
thisissue. Although AmTrust’s view is that COVID-19 will be included within Article
1912, the legal opinionis notdefinitive on thisissue and the conclusions in itare
described as necessarily provisional.

In any case, it may take years to confirmwhether COVID-19 isincluded in Article 1912
and this issue will not be resolved before the Sanctions Hearing. In theevent COVID-19
isnotincluded, AmTrust are more exposed to the potential risk of COVID-19 related
claims. However, | believe the impactof such claims will be mitigated by the points |
made earlier. AmTrust have consideredtheimpactofa reserve stress scenario in the
event that claims experienceis worse than expected, whether dueto COVID-19 or other
factors.

| have notconsidered taking independentlegal advice on thisissue, as | do notthink that
this would give any more clarity ofthe likelihood of COVID-19 being included in
Article 1912 or notat this stage.

COVID-19 could impactthe other classes of business involved in the AEL to AlU transfer
either directly eg travel or indirectly eg through insolvency caused by the economic
downturn. Currently thereis little reported claims activity. In addition, some classes
could also be positively impacted by areduction in exposure following lockdown
measures to contain the pandemic eg motor warranty, though no allowance has been
made for this given the uncertainty.

Whilstthe uncertainty related to the evolving nature ofthe pandemic continues, any
operational issues are likely to emerge over the shortterm as AmTrust’s claims teams
adjustto the new conditions. AmTrust have confirmed thatthey do notexpectany
operational difficulties over the shortterm to have a material impact on policyholders.

AmTrust have consideredthe potential impactof COVID-19 in their updated capital and
balance sheetprojections on Day 0 and Day 1 of the Proposed Transfer to reflectthis
risk. Thisisdiscussed in detail in sections 3.2and 3.3.

1.5. Additional considerations for the Supplementary Report

In reaching my conclusions in this Supplementary Report, | have considered the
following new information that has become available since the Scheme Reportwas
issued on 3 March 2020:
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1.6.

Updated booked provisionsas at 31 March 2020;

Recent claims experience and claimreserve movements;

Updated SCR coverage ratio and balance sheet projections;

The results ofthe independent reserve review requested by IVASS;

Discussions with AmTruston theimpact of COVID-19 on the Proposed Transfer,
including operational challenges;

Accounting advice on theimpactofthe differing treatment of policy deductibles
between Italian GAAP and other GAAP bases; and

Any communications and/or objections related to the Proposed Transfer raised by
stakeholders.

Summary of my conclusions

| have set out below my summary conclusions, considering the effect ofthe Proposed

Transfer from six perspectives:

A: “Non-transferring AEL Policyholders”, who will remain with AEL after the
Proposed Transfer.

B: “Transferring AEL to AlU Policyholders”, who willtransfer from AEL to AlU as a
result ofthe Proposed Transfer.

C: “Transferring AEL to AA Policyholders”, who willtransfer from AEL to AA as a
result ofthe Proposed Transfer.

D: “AlU Policyholders”,ie any policyholders of AlU at the time ofthe Proposed
Transfer who will remain with AlU.

E: “AA Policyholders”,ieany policyholders of AA at the time ofthe Prop osed
Transfer who will remain with AA.

F: Reinsurers whose contracts with AEL are transferring to AlU and AA as part of
the Proposed Transfer.

My overall conclusionsare unchangedfromthose setout in the Scheme Report.

A: Non-transferring AEL Policyholders

I have concluded that the security provided to Non-transferring AEL Policyholders

will not be materially adversely affected by the Proposed Transfer.

Summary rationale:

The SCR coverage ratio for Non-transferring AEL Policyholders is expected to
decrease from 150% to 140% as a resultof the Proposed Transfer. 1do not
considerthe security provided to Non-transferring AEL Policyholders to be
materially adversely affected by this decrease as AEL remains towards the upper
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end ofthe sufficiently capitalised band definedin the Scheme Report. In addition,
the coverageratio is still in line with AEL’s risk appetite and projected to increase
to 150% within a year after the Effective Date of the Proposed Transfer.

" The SCR coverageratio of AEL will be guaranteed to be a minimum of 140% until
30 June 2021 by a Net Worth Maintenance Agreementwith AFSI, a parent
company of AEL.

. The level ofregulatory capital held on the 1-year standard formulabasis is
supported by consideration of stress scenarios including the impact ofa recession
and reinsurer default.

" The approach and methodology used to calculate insurance provisions and the
level of reserves held by AEL are supported by my own independent projections.

" Further supportforthelevel of reserves held by AEL is provided by the results of
an independent external reserve review, a second independent external regulatory
review and a third independentreview ofthe transferring medical malpractice
portfolio.

" AEL has confirmed thatthe future reserving process and governance for AEL will
be materially unchanged post-transfer.

. Non-transferring AEL Policyholders are predominantly exposed to exposure from
olderyears but will benefitfrom reduced uncertainty after the transfer of the Italian
medical malpractice business where there remains material reserves in the older
years.

I have concluded that no material impact on service standards is expected for
Non-transferring AEL policyholders following the Proposed Transfer.

Summary rationale:

" AEL is notplanning any material changes to howthe non-transferring business is
carried out.

" There are no plans to change how policyholders are serviced.

B: Transferring AEL to AlU Policyholders

I have concluded that the security provided to Transferring AEL to AlU
Policyholders will not be materially adversely affected by the Proposed Transfer.

Summary rationale:

" The Transferring AEL to AIU Policyholders will benefitfrom contract certainty in the
lightofthe uncertainty in trade negotiations during the transition period.
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increase from150% to 172% as a result ofthe Proposed Transfer. Therefore, the

Page 11 of 51 level of security provided to Transferring AEL to AlU Policyholders will be higher
than AEL’s and AlU’s targeted risk appetite.

" The SCR coverageratio of AlU is projected to be in excess of AlU’s risk appetite
forthe nexttwo years. In addition, itis guaranteed to be a minimum of 140% until
30 June 2021 by a Net Worth Maintenance Agreementwith AFSI, a parent
company of AlU.

" The level of regulatory capital held on the 1-year standard formulabasis is
supported by consideration of stress scenarios including the impact ofa recession
and reinsurer default.

. The Transferring AEL to AlU Policyholders will remain withinthe AmTrust Group
and AlU is subject to the same group-wide policies as AEL.

" AmTrust has confirmed thatthe transferring policies willcontinue to be reserved in
the same way post-transfer as pre-transfer.

" The calculation ofthe transferring provisions has been performed using the same
methodologies as the non-transferring provisionswhich | consider appropriate.

" Further supportforthelevel of reserves held by AEL is provided by the results of
an independent external reserve review, a second independent external regulatory
review and a third independentreview of the transferring medical malpractice
portfolio.

. Transferring AEL to AlU Policyholders which are currently eligible for FSCS
protection willretain access to the FSCS in respectofevents or circumstances
before the Proposed Transfer butmay lose access for events or circumstances
which arise after the Proposed Transfer eg theinsolvency of AlU.

" Access to the FSCS protectionwould only berequired in the eventofan
insolvency of AEL. | considerthiseventto be unlikely. Therefore,do not
consider Transferring AEL to AlU policyholders are materially disadvantaged since
itis unlikely they would need to access the FSCS. Further, they may preferthe
removal of uncertainty of nothavingtheir claims paid to the loss ofaccess to the
FSCS.

| have concluded that no material impact on service standards is expected for
Transferring AEL to AIU Policyholders following the Proposed Transfer.

Summary rationale:
" AEL and AlU, through the AmTrust Group, are planning to minimise any changes

as to howthe transferring business is carried out, to avoid disruption to the
operating model or its customers.



INSIGHT
CLARITY
ADVICE

3704510 = Although some claims may be handled by AmTrust Group employees in Dublin
rather than Nottingham, the AmTrust Group is not planning any material changes

Page 12 of 51 to howthe Transferring AEL to AIU Policyholders are serviced following the
Proposed Transfer.

C: Transferring AEL to AA Policyholders

I have concluded that the security provided to Transferring AEL to AA
Policyholders will not be materially adversely affected by the Proposed Transfer.

Summary rationale:

" The Transferring AEL to AA Policyholderswill benefitfrom contract certainty in the
lightofthe uncertainty in trade negotiations during the transition period and the
removal of cross-border supervision by alignmentwith supervision by IVASS, the

national regulator.

. The SCR coverageratio for Transferring AEL to AA Policyholdersis expected to
decrease from 150% to 147% after the Proposed Transfer. |do notconsider the
security providedto Transferring AEL to AA Policyholders to be materially
adversely affected by this decrease as AA is still towards the upper end ofthe
sufficiently capitalised band defined in the Scheme Report. In addition, the
coverageratioisin excess of AEL’s and AA’s risk appetite.

" The SCR coverageratio of AA is guaranteed to be a minimum of 145% until
30 June 2021 by a Net Worth Maintenance Agreementwith AFSI, a parent
company of AA.

" The level ofregulatory capital held on the 1-year standard formula basis is
supported by consideration of capital requirements in comparing the impact of
stress scenarios including reserve deterioration and reinsurer default.

" The Transferring AEL to AA Policyholderswill remain withinthe AmTrust Group
and AA will be subject to the same group-wide policies as AEL.

" AmTrust has confirmed thatthe transferring policies willcontinueto bereserved in
the same way post-transfer as pre-transfer.

" The calculation ofthe transferring provisions has been performed using the same
methodologies as the non-transferring provisionswhich | consider appropriate.

" Further supportforthelevel of reserves held by AEL is provided by the results of
an independentreview of the transferring medical malpractice portfolio.

" Transferring AEL to AA Policyholders which are eligible claimants may lose access
to the FSCS for events or circumstances which arise after the Proposed Transfer
eg theinsolvency of AA. However, the majority of Transferring AEL to AA
Policyholders are hospitals and private clinicsand therefore notlikelyto be eligible
foraccessto the FSCS due to the turnover threshold of £1,000,000.
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" Access to the FSCS protectionwould only berequired in the eventofan
insolvency of AEL. | considerthiseventto be unlikely. Therefore,ldo not
consider Transferring AEL to AA policyholders are materially disadvantaged since
itis unlikely they would need to access the FSCS. Further, they may preferthe
removal of uncertainty of nothaving their claims paid to theloss ofaccess to the
FSCS.

| have concluded that no material impact on service standards is expected for
Transferring AEL to AA Policyholders following the Proposed Transfer.

Summary rationale:

" AEL and AA, through the AmTrust Group, are planning to minimise any changes
as to howthe transferring business is carried out, to avoid disruption to the
operating model or its customers.

. Forexample, the AmTrust Group is notplanningany changes to howthe
Transferring AEL to AA Policyholders are serviced following the Proposed
Transfer.

D: AIU Policyholders

I have concluded that the security provided to AlIU Policyholders will not be
materially adversely affected by the Proposed Transfer.

Summary rationale:

" The SCR coverageratio for AlU Policyholders is expected to increase from 154%
to 172% after the Proposed Transfer. Ido notconsider the security provided to
these policyholdersto be materially adversely affected as AlU will be a more well-
capitalised insurer posttransfer, with acoverageratio in excess ofits risk appetite.

" The SCR coverageratio of AlU will be guaranteed to be a minimum of 140% until
30 June 2021 by a Net Worth Maintenance Agreementwith AFSI, a parent
company of AlU.

. The level ofregulatory capital held on the 1-year standard formulabasis is
supported by consideration of stress scenarios including the impactofa recession
and reinsurer default.
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The approach and methodology used to calculate insurance provisions and the
level of reserves held by AlU are supported by my own independent projections.

Further supportforthelevel of reserves held by AlU is provided by the results of an
independent external reserve review, a second independent external regulatory
review and a third independentreview of the transferring medical malpractice
portfolio.

AlU has no plansto changethe approachforhowinsurance provisions are set.

The reserving processand governance for AlU will be materially unchanged post-
transfer.

AlU Policyholders are predominantly exposed to exposure frommorerecentyears
but will benefitfrom reduced uncertainty after the transfer to AA of the Italian
medical malpractice portfolio which is along-tailed class of business.

I have concluded that no material impact on service standards is expected for AlU

Policyholders following the Proposed Transfer.

Summary rationale:

AlU is notplanning any material changes to howthe business is carried out. In
particular, thereare no plansto change how AlU Policyholders are serviced
followingthe Proposed Transfer.

E: AA Policyholders

I have concluded that the security provided to AA Policyholders will not be
materially adversely affected by the Proposed Transfer.

Summary rationale:

The SCR coverageratio for AA Policyholders is expected to decrease from 150%
to 147% followingthe Proposed Transfer. 1do notconsider the security provided
to AA Policyholders to be materially adversely affected by this decrease as AA is
still towards the upper end ofthe sufficiently capitalised band and the coverage
ratio is above AA’s risk appetite.

The SCR coverage ratio of AA will be guaranteed to be a minimum of 145% until
30 June 2021 by a Net Worth Maintenance Agreementwith AFSI, a parent
company of AA.

The level of regulatory capital held on the 1-year standard formulabasis is
supported by consideration of capital requirements in comparing theimpactof
stress scenarios includingreserve deterioration and reinsurer default.

AA has no plansto changetheapproachforhowinsurance provisions are set.
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" The reserving processand governance for AA will be materially unchanged post-
transfer.

Further supportforthelevel of reservesis provided by the results ofan
independent external reserve review ofthe AEL and AIU medical malpractice
portfolios transferring to AA.

" AA Policyholders are exposed only to the 2019 and 2020 years. As such
transferring the Italian medical malpractice portfolios into AAwill significantly
increasetheir exposureto older years. However, they will benefitfrom reduced
volatility through having alarger balance sheet.

| have concluded that no material impact on service standards is expected for AA
policyholders following the Proposed Transfer.

Summary rationale:

. AA is notplanning any material changes to howthe business in carried out. In
particular, thereare no plansto change how AA policyholders are serviced
followingthe Proposed Transfer.

F: Reinsurers

I have concluded that reinsurers of AEL who provide cover for the transferring
business will not be materially adversely affected by the Proposed Transfer.

The transferring policies primarily benefitfrom AEL’s previous quotashare arrangements
with All and Maiden, both of which are fully collateralised. Alland Maiden will continue
to collateralise exposures to AEL and AlIU transferring and non-transferring policyholder
liabilities post-transfer.

Maiden re-domesticated during March 2020 from Bermuda to Vermontin the United
States which is a non-Solvency Il equivalentterritory. Theimpactofthis on AEL and AlU,
as areinsured of Maiden, all things being equal, would lead to an increasein the SCR
and a therefore a reduction in the SCR coverageratio.

Maiden has agreed an endorsement to its contractwith AEL and AlU such that Maiden
must provide additional collateral equal to the greater 0f 120% of the exposure amount of
the liabilities, and such additional collateral needed to ensurethe SCR coverageratio is
at the same level as it would have been prior to any re-domestication. Therefore, there
isnoimpacton AEL and AlU’s SCR coverageratio, as measured on a 1-year basis
using the standard formula.

Consideration ofthe 1-year SCR coverageratio in itselfis not sufficientas the impacton
the capital required to run-offthe business to ultimate should also be considered. Ihave
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addressed this by the use of stress scenarios for reserve deterioration and default of
reinsurers.

The formof the collateral is the same as the currentcollateral arrangement, made up of
cash and corporate bonds.

The main livereinsurance policy protecting the transferring business is the quotashare
reinsurance provided by Swiss Re for business written after 1 July 2019. The protection
providedto thetransferring policyholdersfromthis reinsurance will transfer to AlU and
AA.

There are also excess ofloss reinsurance policies purchased by AEL for certain product
lines that will transfer with the underlying policies.

Summary rationale:

" Exposureto claims faced by AEL's reinsurers will not change following the
Proposed Transfer and the reinsurers will continue to be required to pay out the
same claimamounts in respectof the same events as before the Proposed
Transfer.

Further details on my conclusions, and other supporting information, are set outin this
reportand my Scheme Report.

Permutations of other AmTrust transfers

Itis AmTrust’s intention that,ifany of the other AmTrust transfers or part of the Proposed
Transfer does notget sanctioned, AmTrustwill go ahead with the sanctioned transfers,
orthe partof the Proposed Transfer thatis sanctioned. | have considered the various
permutations oftransfers notproceeding as planned and setout my conclusions on this
below fromthe perspective ofthe six groups of affected parties and the other two
uncompleted transfers.

A: Non-transferring AEL Policyholders

If only the AEL to AIU element ofthe transfer goes ahead, the AEL policyholderswould
be materially unaffected as AEL'’s risk profile as a multi-lineinsurer would remain broadly
unchanged as only arelatively small partofthe AEL businessis transferring to AlU.

If only the AEL to AA element of thetransfer goes ahead, then the AEL policyholders
would notbe exposed to the long tail medical malpractice business butwould lose the

diversification benefitfromthis portfolio.

If neither transfer goes ahead, the AEL Policyholdersare unaffected.
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B: Transferring AEL to AIU Policyholders

The business transferring from AEL to AIU is similar non-UK European business to that
already written by AlU. As such, therisk profileis notexpected to change materially for
these policyholderswhether the transfer goes ahead or not. There will be exposureto
Italian medical malpractice businessin AlU if the AIU to AA transferdoes notproceed,
but AEL policyholders are already exposed to this business within AEL pre-transfer.

C: Transferring AEL to AA Policyholders

The business transferring from AEL to AA, and also from AlU to AA, is Italian medical
malpractice business, similar to thatalready written in AA. If this transferdoes notgo
ahead, the transferring policyholders would continue to benefitfrom diversification being
part of a multi-line insurer within AEL.

D: AlIU Policyholders

AlU Policyholders are exposed to the AEL and, later in 2020, AMIL portfolios
transferring in. Therisk profile of AlUis notexpected to change materially in the eventof
any combination ofthese transfers as the business transferringis similar to thatalready
written by AlU. | commentfurther on the transfers affecting AlU Policyholders below.

E: AA Policyholders

AA writes a portfolio of Italian medical malpractice business ie the same business that
will be transferred from both AEL and AlU. As such the risk profile of AA as a mono-line
insurer is expected to be the same whether either or both the transfers are successful,
although the volume ofreserves would be different.

If neither transfer goes ahead, the AA Policyholders are unaffected.

F: Reinsurers whose contracts are transferring as part of the transfers

Exposureto claims faced by reinsurers will notchange following any partial or full
completion ofthe proposed AmTrust transfers and the reinsurers will continue to be
required to pay out the same claim amounts in respectofthe same events as before the
transfers. Hence, the reinsurers are exposed to the same risks under any combination of
the transfers.

AlU to AA transfer
This transfer is expected to complete on 31 July 2020 iethe same date as the Proposed

Transfer. The successful completion or otherwise ofthis transfer affects the AIU and AA
Policyholders as described above.
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AMIL to AlU transfer

This transferis expected to complete on 31 October 2020 ie after all the other AmTrust
transfers are due to complete. The business transferring is mortgage insurance whichis
already written by AlU and is a relatively small amountof business compared to that of
AlU overall. Hence,therisk profileof AlU is notexpected to change materially. This
transfer will only affect AIU and not AEL or AA.

AlIU to LMIE transfer

This transfer became effective on 31 March 2020.

Confirmation of factual correctness

This reporthas been reviewed by AEL, AlU and AA and each has agreed thereportis
correctin terms ofall factual elements ofthe Proposed Transfer.
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2. Introduction
2.1. Background

Part VII - Section 109 of the Financial Services and Markets Act 2000 (FSMA) requires
that a scheme report (the Scheme Report) must accompany an application to the High
Court of Justice of England and Wales (the Court) to approve an insurance business
transfer scheme (Part VII transfer).

The Scheme Reportshould be produced by a suitably qualified independentperson, the
Independent Expert (IE), who has been nominated or approved by the Prudential
Regulation Authority (PRA) having consulted with the Financial Conduct Authority (FCA).
The Scheme Reportshould address the question ofwhether any policyholdersor
reinsurers impacted by the insurance business transfer are adversely affected to a

material extent.

AmTrust nominated Stewart Mitchell (Ior me) of Lane Clark & Peacock LLP (LCP, we, or
us) to act as the IE forthe Proposed Transfer of certain insurance business of AEL to
AlU and AA under Section 105 of the FSMA. The Proposed Transfer is intended to be
effected on 31 July 2020 (the Effective Date).

The Scheme Reportwas issued on 3 March 2020 and was presented to the Courton
11 March 2020. In the Scheme Report| stated that, before the date ofthe Sanctions
Hearing, | would prepare a Supplementary Report (this report), covering any relevant
matters which have arisen sincethe date ofthe Scheme Report.

In particular, lhave considered whether any developments since the Scheme Report
cause my conclusions in the Scheme Reportto change.

2.2. Scope of this Supplementary Report

This Supplementary Report must be read in conjunction with the Scheme Reportas the
Supplementary Reportdoes notcontainthe full details ofthe work | have performed in
considering the Proposed Transfer. Reading the Supplementary Reportin isolation may
be misleading.

All terms used in the Supplementary Reportare as defined in the Scheme Report. In
combination with the Scheme Report, it complies with the professional actuarial
guidance and standards setoutin section 2.5 ofthisreport.

The use of

“I”, “me” and “my” in this reportgenerally refers to work carried out by me or
by the team operating under my direct supervision. However, when itis used in

reference to an opinionitis mineand mine alone.
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2.3. Use of this Supplementary Report

This Supplementary Reporthas been produced by Stewart Mitchell FIA of Lane Clark &
Peacock LLP underthe terms of our written agreement with AmTrust Management
Services Limited. Itis subjectto any stated limitations (eg regarding accuracy or
completeness).

This Supplementary Reporthas been prepared forthe purpose of accompanying the
applicationto the Courtin respectofthe proposed insurance businesstransfer scheme
described in thisreport, in accordance with Section 109 ofthe Financial Services and
Markets Act 2000. The Supplementary Reportis notsuitable for any other purpose. The
Supplementary Report must be read in conjunctionwith the Scheme Reportof

3 March 2020.

A copy ofthe Supplementary Reportwill be sentto the Prudential Regulation Authority,
the Financial Conduct Authorityand will accompany the evidencefiled in Courtatthe
Sanctions Hearing.

Thisreportis only appropriate for the purpose described above and should not be used
foranything else. No liability is accepted or assumed for any use of the Supplementary
Reportfor any other purpose other than that set out above.

2.4. Reliances

| have based my work on the data and other information made available to me by
AmTrust, AEL, AlU and AA. Appendix 1contains alistofkey data and otherinformation
that | have considered. I have also held discussionswith the relevant staff of AEL, AlU,
AA and their advisors.

| have used a combinationofdata as at 31 December 2018, 30 June and

31 December 2019 and 31 March 2020 for my analysis. | have also considered
AmTrust’s mostup-to-date view of projected SCR coverage ratios which include the
impactof the COVID-19 pandemic. AmTrusthas confirmed ithas made me aware ofall
material developments thatwould affect my conclusions.

| have received all the informationthat | have requested for the purposes ofthe
production of my report. In this respect:

" AEL, AlU and AA will submit witness statements to the Court stating thatall

information provided to meis correctand complete in all material aspects.

. Each of AEL, AIU and AA have provided a Data Accuracy Statement confirming
that the data and information provided to meregarding the Proposed Transfer are
accurate and complete.

" AEL, AlU and AA have confirmed to me that there have been no material adverse
changesto thefinancial position of AEL, AlU or AA sincethat informationwas
providedto me.
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" AEL, AlU or AA haveread this IE Supplementary Report, and each has agreed
that it is correctin terms of all factual elements of the Proposed Transfer.

I have conducted basic checkson the data provided to me for internal consistency

and reasonableness.

" My checks ofthe data have notrevealed any cause for me to doubtthat itis
materially appropriate for meto rely on theintegrity ofthe information provided for
thisreport.

The conclusionsin my reporttake no accountofanyinformation thatl have notreceived,
orof any inaccuracies in theinformation provided to me.

| have notneeded to take any third-party legal advice on any aspects ofthe Proposed
Transfer. AmTrust has confirmed thatithas received no specific legaladvice relevantto
my role as |IE forthe Proposed Transfer thatl have notbeen provided with.

Figuresin this reportmay be subjectto small rounding differences and so totals within
the tables may notequal the sum ofthe rounded components

2.5. Professional standards

This reportcomplies with the applicable rules on expertevidence and with the guidance
for Scheme Reports setout by the PRA in their Statement of Policy, the FCA guidance to
their approach to review of Part VII transfersissued in May 2018 and by the

PRA Rulebook and the FCA Handbook.

Thisreportcomplies with the following Technical Actuarial Standards issued by the
Financial Reporting Council (FRC) in the UK:

" Technical Actuarial Standard 100: Principles for Technical Actuarial Work (TAS
100); and

" Technical Actuarial Standard 200: Insurance (TAS 200).

| have considered The Actuaries’ Code as issued by the IFoA when producing this
report.

Thisreporthas been subject to independentpeer review prior to its publication, in line
with Actuarial Professional Standard X2: Review of Actuarial Work (APS X2) as issued
by the IFOA. This peer review has been undertaken by another Partner at LCP. The
peer reviewer was notinvolved inthe production ofthereport. They havethe
appropriate experience and expertise to act as peer reviewer ofthisreportand have
acted as theIndependentExpertand peer reviewer for other Part VIl transfers.
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2.6. Materiality

The FRC considers that matters are material if they could, individually or collectively,
influence the decisions to be taken by users of the actuarial information. Itaccepts that
an assessmentofthe materiality is a matter of reasonable judgementthatrequires
considerationofthe users and the context.

| have applied this concept of materiality in planning, performing and reporting the work
described in this Supplementary Report. In particular, |have applied this concept of
materiality when using my professional judgementto determinetherisks of material
misstatement or omission and to determine the nature and extent of my work.

In complying with the reporting requirements of TAS 100, | have made judgements on
the level of informationto include in this Supplementary Report. For example, to make
the reporteasierto read, | havenotincluded all the details thatwould normally be
included in aformal actuarial report, such as details of the methodologies and
assumptions underlying the reserve and capital assessments.

2.7. Definition of “materially adverse”

In order to determine whether the Proposed Transfer will have a “materially adverse”
impacton any group of policyholdersor on any reinsurers covering transferring business,
it has been necessary for me to exercise my judgementin the lightoftheinformation that
I have reviewed.

The Proposed Transfer will affect different policyholders in differentways and, for any
onegroup of policyholders, there may be some effects ofthe Proposed Transfer thatare
positive, and others thatare adverse. When assessing whetherthe Proposed Transfer
will have a “materially adverse” impact, | have considered the aggregate impactofthese
different effects on each group of policyholdersand on reinsurers.

In thisreport, | have provided the rationale for my judgements and conclusions. These
explain why, in each case, | have concluded whether or notpolicyholdersand reinsurers
are materially adversely affected.
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3. My approach as IE and conclusions

My approach to assessing the Proposed Transfer, as setout in the Scheme Report, has
been to performfive steps analysing evidence provided by AmTrust to supportthe
Proposed Transfer.

My approach for the Supplementary Reporthas been to revisiteach of these five steps
and to consider whether any ofthe updated analysis or information available now would
cause me to change my conclusionsin thatreport. Thefive steps and my consideratons
are detailed in the sections that follow.

A listofadditional information consideredis included in Appendix1. Further details on
my approach as IE are set out in section 4 of the Scheme Report.

3.1. Step 1: Assessing the provisions of AEL, AlU and AA
As IE, my overall assessments related to reserving are:

" whether an appropriate level of provisionsis maintained for Non-transferring,
Transferring, AlU and AA Policyholders; and

" whether any aspects of the reserving may lead to policyholders being materially
adversely affected by the Proposed Transfer.

These assessments were considered in section5ofthe Scheme Report, based on data
and provisions as at 30 June 2019. | have been provided with updated dataand
provisions as at 30 June 2019 and 31 March 2020 and a description ofthe material
changesto provisions over that period.

Thesefigures provided areon aUK GAAP basis. Theprovisions include amanagement

margin.

The figures In the table summarising the booked provisions in section 5.5 of the Scheme
Reportwere erroneously provided onaSolvency Il basis rather than a GAAP basis and
so are notcomparable. Thisdoes notin any way impact my overall analysis or

conclusions.

Summary of UK GAAP booked provisions for AEL at 30 June 2019

Non-transferring AEL 495.3 275.2
Transferring to AlU 171.1 88.3
Transferring to AA 640.7 178.9
Total AEL 1,307.0 542.4

Source: AEL, figures include OS, IBNR and UPR (net of DAC)
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Summary of UK GAAP booked provisions for AEL at 31 March 2020

Non-transferring AEL 532.8 286.1
Transferring to AlU 168.8 86.3
Transferring to AA 531.1 179.3
Total AEL 1,232.7 551.7

Source: AEL, figures include OS, IBNR and UPR (net of DAC)

The overall level of gross ofreinsurance provisionsdecreased between 30 June 2019

and 31 March 2020 by £74m. The key movements overthe period were:

" Transferring to AA: £109m decreasein provisions

Higherlevel of paid claims than expected

Continued better than expected incurred experience (ESmgross of
reinsurance) over the period onthe Single Doctor class and areductionin
ULRs as at Q4 2019.

The Hospital business incurred claims developed slightly worse than
expected (E8m gross ofreinsurance for 2018 and prior) over the period but
AmTrust judged these movements not be materially adverse given the size
of the portfolio and elected to maintain the ultimate loss ratio position.

AA Policyholders are exposed to future reserve deterioration in the
transferring portfolio. Ascenario which considersthishasincluded in
section 3.2.

. Non-transferring AEL: £37m increasein provisions

Deterioration on the Professional Indemnity business of £16m following an
increasein claims fromadvisors of buyer-funded developments, partially
offset by smallerimprovements in anumber of other classes. Although
much ofthe remaining AEL liabilities arelong tail, | do notconsider the AlU
Policyholders to be materially disadvantaged fromthe Proposed Transfer as
they benefit from reduced uncertainty due to the transfer of the Italian
medical malpractice portfolio.

Increasein unearned premiums of £34m following greater than expected

business volumes

Also, the legal expenses earning pattern was lengthened.

. Transferring to AlU: £2m decreasein provisions

Deterioration of £6m on the Greek Motor accountfollowing a detailed claims
audit and reporting catch-up was more than offset by smaller movements on
other classes.
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On a netof reinsurance basis, provisions increased by £9m.

The provisionson the business transferring to AA increased marginally on anetbasis,
despitethe grossimprovement. The IBNR and UPR provisions moved broadly as
expected. The gross outstanding claims decreased by £49m but the net outstanding
claimsincreased by £22m.

The increasein the net outstanding claims was due to adjustments by the Amtrust
Financeteam relating to Claims Recovery Suspense (CRS) payments. These
adjustments arise from a timing difference between claims that have actually been paid
but are yet to be posted on AmTrust’'s systems.

The allocation ofthese adjustments across years had led to distortions due to the
changing level ofreinsurance. AmTrustis lookingto improvethe allocation ofthese
CRS payments across years to reduce the level ofdistortion.

The proportion ofthe transferring provisions ofthe total pre-transfer provisions, netof
reinsurance, is broadly unchanged between 30 June 2019 and 31 March 2020 at around
halfof AEL’s provisions.

The business transferringfrom AEL to AlU is c. 20% of AlU’s gross ofreinsurance GAAP
provisions as at31 March 2020. Net of reinsurance, the proportionis c. 40%.

The Italian medical malpractice business transferring from AEL to AA is significantly
greater than AA’s existing provisions as at 31 March 2020. On both a gross and netof
reinsurance basis, itis more than ten times AA’s existing provisions, reflectingthe
significance ofthis portfolioto AA. This portfolio represents approximately two-thirds of
AEL’s total transferring businesson anetof reinsurance basis as at 31 March 2020.
Thisis a similar proportionto the provisionsas at 30 June 2019.

3.1.1. Updated independent projections

| have performed my own updated independent projectionson the total Italian medical
malpractice portfolio across AEL and AlU since my Scheme Report. My updated
projections were based on claimtriangles as at 31 December 2019 provided to me by
AmTrust. | derived my own developmentpatterns based on this dataand supplemented
this with wider benchmark data to inform my tail selections. lused a number ofwidely
accepted actuarial methods and derived expected loss ratios for the more recent
underwriting years based on averages across the more developed prior underwriting
years.
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3704510 A comparison between my and AmTrust’s gross estimates is set out below:
Page 26 of 51 IE AmTrust  Difference %
estimate estimate €m difference
€m €m
Hospital 193.0
Single Doctors 15.3
ColpaGrave 3.1
Total IBNR 211.4 217.2 (5.9) (3%)
Total reported outstanding 592.0 592.0 - -
claims
Total reserves 803.4 809.2 (5.9) (1%)

My estimate ofgross of reinsurance claims reserves (IBNR plus reported outstanding
claims) was c. 1% lower than the aggregate of AEL and AlU’s gross actuarial best
estimates.

There is a large amount of subjectivity around the selection of assumptions, but|
considerthedifference ofc. 1% to be well within a range of reasonable best estimates,
especially foraclass of business with potentially volatile claims experience.

3.1.2. Findings from IVASS review

IVASS requested an independentactuarial valuation ofthe Italian medical malpractice
business to be transferred from AEL and AlU to AA. This analysis was performed on an
Italian GAAP basis, gross ofreinsurance and netofdeductibles, on dataas at

30 September 2019.

The best estimate ofthe claims reserves from this review was €1,260m. An estimated
range of +/-5% (+/-€63m) was derived supported by scenario analyses. |believe this
rangeis narrow given the potentially volatile claims experience for this type of business,
the inherentuncertainty and my wider experience ofthese types of portfolios, | believe a
largerrange around the best estimate claims reserves of between -10% to +15/20%
could be supported.

A comparison between theindependent estimate and AmTrust’s estimate of the Hospital
portfolio, which accounts for more than 90% ofthe total reserves, was performed. The
independent estimate was approximately €20m (2%) higher than AmTrust’s estimate.

This comparison is only a proxy to the true difference as AmTrust's estimate was on a
UK GAAP basis whilsttheindependent estimate was on an Italian GAAP basis.
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However, | believe this is still areasonable and proportionate comparison to make and
the small difference is well within what| consider to be a reasonablerange around the
best estimate reserves.

The independentvaluation was performed again on 31 December 2019 data. The
independent estimate of reserves for the Hospital portfolio was lower than AmTrust’s but
notmaterially so, less than €10m.

3.1.3. Treatment of deductibles under Italian GAAP

Many of AmTrust's medical malpractice policies are written with self-insured retentions or
deductibles paid by theinsured. For deductible policies, the deductibles are paid upfront
by AmTrust to injured parties and then recovered fromtheinsured. However, under
Italian GAAP, creditcan only be taken for policy deductibles once the underlying claim
has been paid. Thiswill lead to an increase in provisions when the medical malpractice
business transfers from AEL to AA.

AmTrust has soughtaccounting advice on thisissue and their auditors have advised that
the difference between the AEL/AIU and AA GAAP valuations for the transferring
business (estimated to be c. €400m) can be treated as an intangible asset based on the
auditor’s interpretation of the relevant Italian standards (OIC 4 and OIC 24).

This differencein the treatment of deductibles is a GAAP issue. It hasnoimpacton a
Solvency Il basis and therefore no impacton the Solvency Il TPs nor the projected SCR
coverageratios for AA.

The impacton the new business being written in AA is notexpected to be as significant
as for the transferring business, since itis now more common for the deductible to be
paid by the insured, and this issue will only affecta small number of legacy policies.

The differencein valuations arising on the new business written in AA will be covered
through areinsurance agreement with All. Deductibles are usually paid within afew
months but under this agreement, All will cover any deductible receivables which are not
paid by the hospital after two years.

3.1.4. AA reserving policy

I have reviewed AA’'s updated reserving policy. ltdemonstrates that AA’'s reserving
approachisin linewith those of AEL and AIU. | have concluded thatthetransferring
policyholders from AEL and AIU to AA will notbe materially adversely affected by the
reserving aspects ofthe Proposed Transfer.
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I have notperformed a separate analysis of AA’'s existing provisions onthe basis that:

. AA’s provisions as at 31 March 2020 are only c. 5% of the total gross provisions
transferring into AAfrom AEL and AlU; and

" AA’s reserving process is the same at that for AEL and AlU.

3.1.5. Findings from finalised external regulatory reviews for AEL and AlU

AEL’s responses andprogressin addressingthe key findings fromthe review requested
by the PRA are summarised below:

. Reserving process: the reviewidentified some areas of deficiency in the existing
process. Forexample, itrecommended a wider range of actuarial methods could
be applied to improvethe process and provide additional insightinto the key
uncertainties. AEL Managementagreed with therecommendations made and
have already addressed anumber ofthese during 2019.

. Case estimation and pricing: the review ofthe case estimation and pricing
methodologies and processes for the medical malpractice business concluded it
was broadly fitfor purpose. AEL Managementagreed with the high materiality
recommendation made thata sample review of older case estimates be performed
to understand thelevel of prudence or optimismin those estimates. This review
has been performed and AEL is in the process of updatinginternal processes and
performing additional analyses to regularly monitor this going forward to ensure the
currentprocesses continue to remain fitfor purpose.

" Governance: the reportidentified akey-person riskdependency on the Chief
Actuary. Thereportmade a number of high and medium level recommendations
that relate to potential resource constraints and an over-reliance on the Chief
Actuary. Ongoingtrainingofthe junior members of the actuarial team and the
recruitment of two additional staff by AlU in the Dublin office in 2019 will reduce the
dependencyon the Chief Actuary and help to address other recommendations. A
reserving actuary was also recruited in April 2020 in Milan to provide dedicated
supportto thereserving ofthe AA business. In addition, the need for better overall
documentation was acknowledged and AEL will be addressingthis as apriority
during 2020.

The external report provides sufficientdetail on the review process and findings for me to
assessits conclusions. lagree with the findings and conclusionsand believe thatthey
provide evidence, supplementing my own independent projections, ofthe
appropriateness of AEL’s booked provisions because:

= the booked reserves for the medical malpractice business depend to agreat
degreeon the robustness ofthe case estimation process, which was found to be
broadly fitfor purpose; and

. the independent projectionsfor the medical malpractice business were not
materially differentto AEL’'s projections.



3704510

Page 29 of 51

INSIGHT
CLARITY
ADVICE

AlU’s responses and progress in addressing the key findings fromthe review requested
by the CBI are summarised below:

" Case estimation and pricing: the review ofthe case estimation and pricing
methodologies and processes for the Italian medical malpractice business
concludeditwas broadly fitfor purpose. Some of therecommendations madein
the review revolved around making more use of available information to update
case reserves. AlU has addressed this and, in supporting documentation, explain
why in some cases intermediary information has notbeen used. Other lower
materiality recommendations have already been addressed by AlU.

. Governance: the reportidentified ashortage of resourcein AlU’s Actuarial
Function, which affects its ability to deliver on its wider responsibilities, beyond
coreactuarial reserving. Thereportmade a number of high and medium level
recommendations arising fromthis. As noted earlier, AlU has employed two
additional staffin the Dublin officein 2019 to help address these
recommendations. In addition, AlU will be improvingits overall documentation as a
priority during 2020.

The external report provides sufficientdetail on the review process and findings for me to
assess its conclusions. lagree with the findings and conclusionsand believe that they
provide evidence, supplementing my own independent projections, ofthe
appropriateness of AlU’s booked provisions for the same reasons | set out for AEL
above.

Conclusion

| am satisfied that my conclusionsremain unchanged fromthe Scheme Report. In
summary:

I have concluded that an appropriate level of provisions will be maintained for the
Non-transferring AEL, Transferring AEL to AIU and AA, AIU and AA Policyholders
and that they will not be materially adversely affected by the reserving aspects of
the Proposed Transfer.

3.2. Step 2: Assessing the capital positions of AEL, AlU and AA
As IE, my overall assessments related to capital are:

" whether the projected capital requirements have been calculated appropriately for
Non-transferring, Transferring, AlU and AA Policyholders;

" whether there are expected to be any material adverse changes in the strength of
capital protection for either group of policyholders (I have assessed this by
comparing the projected SCR coverage ratios pre- and post-the Proposed
Transfer); and
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3704510 = whether any other aspects of the capital considerations may lead to policyholders
being materially adversely affected by the Proposed Transfer.

Page 30 of 51
These assessments were considered in section 6 ofthe Scheme Report.

Projected SCR coverage ratios

The following tables set outthe SCR and coverageratios for AEL, AlU and AA pre-and
post-the Proposed Transfer. Notethatsince providingmy Scheme Report, AmTrust has
updated its analysis of projected SCR coverage ratios to reflect changes in its business
plan, particularly in the light of the COVID-19 pandemic. As such,the coverageratios
quoted in this reporthave changedsincethoseincluded in my Scheme Report. | have
included lasttime’s figures in brackets in the tables below.

AEL — SCR and coverage ratio pre- and post-the Proposed Transfer

Pre-Transfer Post-Transfer
DEVA) Day 1
Total own funds eligible to meet SCR 352.4 (381.2) 236.3 (229.4)
SCR 234.5 (213.8) 169.2 (153.2)
SCR coverage ratio 150% (178%) 140% (150%)
Source: AEL

Corresponding table in the Scheme Report is within section 6.10

Sincethe projections inmy Scheme Report, the Day 0 projected SCR coverageratio has
reduced from 178% to 150%, driven by a £29m reduction in own funds and a£21m
increasein the SCR.

The main driver ofthe reduction in own funds reflects the changes in AEL’s business
plan between the two sets of projections and reflectingtheimpactofthe COVID-19
pandemic on AEL’s technical provisions. Thekey changes intheown funds include:

= Increasein gross GAAP provisions (E80mreduction in own funds);

= Increasein future premiums (£65m reduction);

= Changes in conversion factorsused from GAAP to Solvency Il valuation leading to
higher Solvency Il technical provisions (E73mreduction);

= Increasein reinsurancerecoveries followingtheincreasein gross Solvency Il
technical provisions (E175m increase); and

= Other changes (E14m increase).
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The key drivers oftheincreasein SCR are:

= Increasein non-life underwriting risk relating to higher than expected earned
premiums which increases catastrophe and premiumrisk (E32m increase);

. Increasein operational risk following an increase in gross Solvency Il technical
provisions (Eémincrease);

= Reduction in overall creditfor diversification acrossrisks (E9mincrease);

. Reduction in marketrisk driven by de-risking of AEL’s investments over the period
(£15m reduction); and

= Reduction in defaultrisk following the new quota share reinsurance policy with
Swiss Re that incepted on 1 July 2019 and subsequentreduction in reinsurer
exposure (E9m reduction).

Despitethe reduction in AEL’s projected Day 0 SCR coveragerratio, itis still projected to
be above AEL’s risk appetite level and at the top end ofthe sufficiently capitalised band
as described in the Scheme Report.

AEL’s Day 1 SCR coverageratio has reduced from 150% to 140% since my Scheme
Report. This changereflects AmTrust’s intentionto align AEL’s post-transfer SCR
coverage ratio with AEL’s risk appetite following the impactofthe COVID-19 pandemic.

This newtarget is still towards the upper end ofthe sufficiently capitalised band and at
the level of AEL’s risk appetite for SCR coverage. Followingthe Proposed Transfer,
AEL’s SCR coverageratio is projected to increase to 150% by June 2021 reflecting a
focus on better performinglines of business going forward.

AlU — SCR and coverage ratio pre- and post- the Proposed Transfer

Pre-Transfer Post-Transfer

Day 0 Day 1
Total own funds eligible to meet SCR 223.9 (233.0) 201.0 (207.5)
SCR 145.5 (145.3) 116.9 (138.5)
SCR coverage ratio 154% (160%) 172% (150%)

Source: AlU (converted at £1=€1.16)
Corresponding table in the Scheme Report is within section 6.10

Note, consistentwith the results in the Scheme Report, the table above shows the
expectation that both parts ofthe Proposed Transfer (AELto AA and AEL to AlU) and
the AlU to AA transfer proceed on the Effective Date. In the event that the AlU to AA
transfer does notproceed as planned, AlU is still guaranteed to have a 140% SCR
coverage ratio through the Net Worth Maintenance Agreementwith AFSI, a parent
company of AEL.
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3704510 Sincethe projections inmy Scheme Report, the Day 0 projected SCR coverage ratio for
AlU has decreased from 160% to 154%. This decreaseis dueto a drop in projected
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including theimpactofthe COVID-19 pandemic.

At Day 0, AlU’s SCR coverageratio is projected to be above AlU’s risk appetite level and
at the lower end of the well-capitalised band described in the Scheme Report.

AlU’s Day 1 SCR coverageratio has increased from 150% to 172% since my Scheme
Reportandisin the middle ofthe well-capitalised band. Thisfollowed the new dividend
arrangements within the AmTrust Group in response to the COVID-19 pandemic and
changes in the treatment of profit commissions between the two sets of projections.

Overall, AlU’'s SCR coverageratio is projected to increase from 154% to 172% post-
transfer. Thekey drivers ofthereduction in SCR are:

= Transfer of the Italian Medical Malpractice portfolio to AA;

= Fallin net earned premiums over the next 12 months as a resultof the Proposed
Transfer reducing premium and catastropherisk; and

= Reduction in non-lifeunderwriting risk leads to a greater level of diversification
between otherrisks.

AlU’s SCR coverageratio is projected to remain above AlU’s risk appetite of 140%
followingthe transferin ofthe AEL business and transfer out ofthe Italian medical
malpractice business to AA. Amtrust has committed to maintain AlU’s SCR coverage
ratio at 140% in the event that only the AEL to AlU or AIU to AA transfer completes.

AA - SCR and coverage ratio pre- and post- the Proposed Transfer

Pre-Transfer Post-Transfer

Day O Day 1
Total own funds eligible to meet SCR 50.9 (107.0) 220.5 (286.7)
SCR 34.0 (73.8) 150.4 (191.5)
SCR coverage ratio 150% (145%) 147% (150%)

Source: AA (converted at £1=€1.16)
Corresponding table in the Scheme Report is within section 6.10

Sincethe projections inmy Scheme Report, Day 0 own funds for AA have reduced from
£107.0m to £50.9m whilstthe SCR has decreased from £73.8m to £34.0m. Although
AA’s Day 0 SCR coverageratio is still projected to be above the targeted risk appetite of
145%, the movements between thetwo sets of projections are significantand are
attributable to:
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" lower business volumes expected to be written in 2020 compared to previous
expectations (E72m compared to £150m) which significantly reduced the projected
level of own funds. Thelowervolumeis dueto renewing policies being written into
AlU (and AEL) until the Proposed Transfer, rather than into AA as originally
planned;

" the placementofan excess of loss reinsurance arrangementon the medical
malpractice professionalindemnity business which significantlyreduced
catastropherisk and the SCR;

" technical provisionsare projected to be lower (E34m compared to £47m on a gross
of reinsurance basis), operationaland reserverisk also reduce and so does the
SCR; and

. lower market risk following managementaction to move all investmentsinto less
risky Governmentbonds.

AA’'s Day 1 SCR coverageratio has reduced from 150% to 147% since my Scheme
Report. This changereflects AmTrust’s intentionto align AA’s post-transfer SCR
coverageratio closerto AA’s risk appetite following the impact ofthe COVID-19
pandemic. Thisis notamaterial change. AA’s coverageratio is projected to remain
towards the upper end of the sufficiently capitalised band through to June 2022.
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3704510 Movement in Solvency Il Balance Sheets

The following tables summarise the movements in AEL, AlU and AA’s assets and
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liabilities on their Solvency Il balance sheets between Day 0 and Day 1. It showsthe

movement due to each partof the transfer and the re-distribution of funds through

dividend payments.

AEL

AEL to AEL to Dividend
AlU AA

transfer transfer
Total Assets 1,529.4 (121.2) (473.4) (116.0) 818.8
Total Liabilities 1,177.0 (121.2) (473.4) 582.5
Own Funds 352.4 0.0 0.0 (116.0) 236.3
SCR 234.5 169.2
SCR coverage ratio 150% 140%

The SCR coverageratio of AEL resulting fromthe transfers increases from 150% to
208% (Own Funds - £352.4m, SCR - £169.2m) . Thisthen reduces to 140% following
the dividend paymentto All of £116m (€135m).

AlU

AEL to AlU to Dividend
AlU AA

transfer transfer
Total Assets 1,112.0 128.8 (302.0) (34.9) 904.4
Total Liabilities 888.1 117.3 (302.0) 703.4
Own Funds 223.9 11.5 0.0 (34.4) 201.0
SCR 145.5 116.9
SCR coverage ratio 154% 172%

The SCR coverageratio of AlU resulting fromthe transfers increases from 154% to

197% (Own Funds - £235.4m, SCR - £119.7m). Thisthen decreases to 172% following

the dividend paymentto All of £34m (€40m).
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3704510 AA

AEL to AlU to Dividend
AA AA
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transfer transfer

Total Assets 112.8 508.6 308.4 172.0 1,101.8
Total Liabilities 61.9 535.4 284.0 881.3
Own Funds 50.9 (26.8) 24.4 172.0 220.5
SCR 34.0 150.4
SCR coverage ratio 150% 147%

The SCR coverageratio of AA resulting fromthe transfers decreases from 150% to 36%
(Own Funds - £48.5m, SCR - £136.6m). Thisthen increases to 147% following the re-
distribution offunds of £172m (€200m).

Note that across all three entities combined, a surplus of £9.1m ie £11.5m less £26.8m
plus £24.4m (€10.6m) arises fromthe following differences in valuations between
entities:

= differentloadings in technical provisions eg events notin data (“‘ENID”) and gross
expenses, and also in thetreatment of ceded expenses in AlU;

= differentrisk margin loadings across the entities; and

= differenttax rates across each entity which leads to different deferred tax positions.

Further detail around the capital movements are set out in the ‘Summary of capital
movements’ section on page 40.

Scenario analysis

AmTrust has updated its analysis of projected SCR coverageratios to reflectchangesin
its business plan, particularly in light of the COVID-19 pandemic. Thereremains
considerable uncertainty regarding the impactof COVID-19 and AmTrust have
considered various scenarios to illustrate this.

Amtrust have considered ascenario whichreflects an extreme recession includingthe
impactof the COVID-19 pandemic on the classes of business exposedto such a
recession.

This scenario assumes a reduction in own funds of four times of that included within the
base case (the scenario underpinning the updated projections in thisreport) reflecting a
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more severe deteriorationin investment performance, lower business volumes and
increases in bad debt and reserves.

The scenarios have notbeen modelled explicitly using economic indicators as the
business written is notdriven by such indicators. The analysisis based on the broader
macroeconomic effects on theinsurance performance ofthe business written eg the
extreme recession scenario assumes a 14% drop in assetvalues.

The impactofthis scenario on the Day 0 and Day 1 SCR coverage positions of AEL and
AlU, assuming no managementaction, is setout below.

AEL — Extreme recession scenario

AEL Day0- AEL Dayl1l- AEL DayO- AEL Day1 -

Base Base Extreme Extreme
Total own funds eligible to meet SCR 352.4 236.3 270.0 213.6
SCR 234.5 169.2 230.8 174.1
SCR coverage ratio 150% 140% 117% 123%

Under this scenario, AEL’'s Day 0 SCR coverageratio is projected to decrease from
150% to 117% followingareduction in the level of own funds. Post-transferon Day 1 it
ishigherat123%, given thatthe business mostlikely to be impacted by a recession
and the impactof COVID-19 will have transferred to AlU. Therefore, in this scenario,
Non-Transferring Policyholders are actually better offfollowingthe Proposed Transfer.

AIU — Extreme recession scenario

AlU Day O - AlUDay1l- AlUDayO- AlUDay1 -

Base Base Extreme Extreme
Total own funds eligible to meet SCR 223.9 201.0 183.2 127.8
SCR 145.5 116.9 160.2 138.7
SCR coverage ratio 154% 172% 114% 92%

In the extreme recession scenario, AlU’s Day 0 SCR coverageratio is projected to
decrease from 154% to 114% followingareduction in the level of own funds and
increasein the SCR. On Day 1 it falls to 92% followingthelarger reductionin level of
own funds relativeto the SCR. In this scenario AlU Policyholders, and Transferring AEL
to AlU Policyholders, are worse off following the Proposed Transfer. However, AlU would
still be able to pay claims as they arise.
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3704510 AA - Severe reserve deterioration scenario

AA is exposed to therisk that the level ofreserves in the AEL and AlU Italian medical
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severe reserve deterioration scenario for AAwhere reserves increase by 40%.

AADay 0- AADay1l- AADayO -

Base Base Severe
Total own funds eligible to meet SCR 50.9 220.5 46.1 115.4
SCR 34.0 150.4 35.1 189.3
SCR coverage ratio 150% 147% 132% 61%

Under this scenario AA’s Day 0 SCR coverageratio is projected to reduce to 132%
compared to the base scenario of 150%. If this scenario wereto happen after Day 1 of
the Proposed Transfer, the coverage ratio would drop from 132% to 61% reflecting the
more material impacta 40% deterioration in reserves has on the much larger portfolio of
business post-transfer.

I consider adeteriorationin reserves ofthis size to be unlikely. Whilstthe Italian medical
malpractice portfolio has historically seen deteriorations inreserves on older policy
years, this has also been offsetby improvements across morerecentyears. | believe
that a further deterioration of 40% across all years, combined with the improvements
being made to the case reserving processes to reduce the risk of unexpected future
deteriorations, to be unlikely. lalso notethateven after such a deterioration AA
maintains own funds of £115m and itwould take an even larger reserve deterioration
before claims could notbe paid.

Forthe reasons setout in section 1.4, AmTrust expectthe impactof COVID-19 on AA’s
liabilities to be limited, though this is likely to be driven by legal or political judgments of
which thereis still significantuncertainty. Also, there are potential benefits fromreduced
exposure and claims frequency due to the impact of the COVID-19 pandemic which
AmTrust have taken no creditforin their projections ofthereserves.

Even in the severe reserve deterioration scenario claims would stillbe able to be paid.
As such, | havenotconsidered an explicit COVID-19 scenario given theresults and
conclusions would be similar to this reserve deterioration scenario.

Following theinitial adverseimpactof COVID-19 on AA’s asset values in March 2020,
investmentvalues have sincerecovered. In addition, AA’s investmentaction to move all
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investments into less risky Governmentbonds has meanttheimpactof a COVID-19
asset stressis notexpected to be material.

Reinsurer default scenarios

Given thelevel ofreinsurance protectionthat AEL, AlU and AA have, the risk of reinsurer
default is a key uncertainty facing policyholders. | asked AmTrust to consider scenarios
where there are no reinsurance recoveries fromAll, a key reinsurer, but no haircuton
the collateral backing the reinsurance on both apre- and post-transfer basis.

AEL

AEL Day 0 - AEL Dayl- AEL DayO- AEL Day1l-—

Base Base RI default RI default
Total own funds eligible to meet SCR 352.4 236.3 318.3 220.9
SCR 234.5 169.2 310.9 190.1
SCR coverage ratio 150% 140% 102% 116%

In this scenario, AEL’s Day 0 SCR coverageratio is projected to decrease from 150% to
102% following areduction inthelevel of own funds and increasein the SCR. Post-
transfer, the SCR coverageratio is higher under this scenario at 116%, given the greater
reinsurance coverage on the transferring businesscompared to the non -transferring
business. Therefore, in this scenario, Non-Transferring Policyholders are better off
followingthe Proposed Transfer.

AlU

AlU Day O - AlUDayl1l- AlUDayO- AlUDay1-

Base Base RI default RI default
Total own funds eligible to meet SCR 223.9 201.0 53.1 84.8
SCR 145.5 116.9 170.7 122.6
SCR coverage ratio 154% 172% 31% 69%

Given AlU’s significantreinsurance protection arrangementwith All, this scenario leads
to a material reduction in AlU’s SCR coverage ratio from 154% to 31%. Post-transfer the
SCR coverageratio is higher at 69% given the greater reinsurance coverageon the
business transferring out to AA than the business remaining and transferring into AlU.
Therefore, under this scenario, AlU Policyholders are better off followingthe Proposed
Transfer.

AlU is also exposed to therisk of default ofits new quota share arrangement to reinsure
US sourced lines of business to aUS AmTrust company. The exposure under this
reinsuranceis material and about 80% of the exposureto that of All post-transfer.
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3704510 If the new quotashare arrangementwas to also default, this would lead to the insolvency
of AlU, both pre- and post-transfer. | consider ascenario where both reinsurers default
Page 39 of 51 to be very unlikely.

AA

AA Day O - AA Day 1 - AA Day 0 — AA Day 1 —

Base Base RI default RI default
Total own funds eligible to meet SCR 50.9 220.5 50.9 98.7
SCR 34.0 150.4 34.0 250.8
SCR coverage ratio 150% 147% 150% 39%

AA has no reinsurance exposure to All priorto the transfer. As a result, thereis no
changein its SCR coverageon Day 0. However, upon transfer of business in from AEL
and AlU, the exposureincreases leading to areduction in the SCR coverageratio from
150% to 39% in the eventof default of All. Therefore, in this scenario AA Policyholders
are worse off followingthe Proposed Transfer. However, for reasons previously stated, |
believe the likelihood of All default to be low.

| consider the default of All to be an unlikely eventgiven its current A. M. Best Financial
Strength Rating as of 13 August 2019 of “A-* (Excellent) reflecting its balance sheet
strength and level of free assets.

Summary of the impact of scenarios

Under the extreme scenario analysis, the Non-transferring Policyholders are better off
post-transfer, butother categories of policyholders are worse off.

Under the reinsurer default scenario analysis, the Non-transferring Policyholders and the
AlU Policyholders are better off post-transfer, but other categories of policyholders are
worse off.

Whilstsome policyholders are better off and others worse off under these scenarios,
under all scenarios claims can still be paid as own funds remain positive. Further, these
scenarios do notinclude any managementactions and the Net Worth Maintenance
Agreement guarantees the SCR coverageratios at the risk appetite level until June
2021. Therefore, | have concluded thatpolicyholdersare not materially disadvantaged
under these scenarios.

Other scenarios considered in my Scheme Report

Whilstlhave notrerun the other scenarios considered in my Scheme Report, | am still
able to rely upon the conclusions Imade. Underthe scenarios considered, AEL, AlU
and AA would still be able to pay claims as they arise. Onlyin the eventofinsolvency
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would this notbe possible, butl consider the scenarios thatwould lead to such an event
to be very remote.

Summary of capital movements

To supportthe Proposed Transfer (AELto AlU and AEL to AA) and the AIU to AA
transfer, excess capital within AEL and AlU will be paid outas a dividendto All, subject
to regulatory approvals, plus contributionsfrom other entities withinthe AmTrust Group.
All has also contributed €5m of capital which was paid to AA on 30 June 2020. All will
then provide an additional €200mto AA (funded by dividends from AEL, AIU and MICL,
a subsidiary of AFSI) such thata Day 1 SCR coverageratio of 147% for AA (ie above
AA’s risk appetite of 145%) is achieved.

The capital funding requirements have been calculated on Amtrust’s latest assumptions

regarding theimpactof COVID-19 and also include theimpactofadditionalrein surance

for AlU, reinsuring US sourced lines of business through aquota share arrangement with
an Amtrust US company.

Thisis set out in the simplified diagram below showing the size ofthe dividends to be
paid to All and capital contribution to be made to AA by All, assuming the COVID-19

assumptions used in AmTrust's analysis are realised:

Motors Insurance
Company Limited
(MICL)

1

€25m |
€135m AmTrust International
Ltd (AIL)

AlU €40m AmTrust Intelpa!ional €200m
Insurance Limited

(Ireland) l
1

H €5m AA
""""""" > (Italy)
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The €200m contributionto AA is splitas follows:

€135m —viaa dividend from AEL to AlL to All;

" €25m — a portion ofthe dividend already made to AIL by MICL which will be paid
as adividendto All; and

] €40m — viaa dividend from AlU to All.

Overall, the sum of own funds for AEL, AlU and AA increases posttransfer by c. €36m.
Note that All contributed €5m of capital to AA on 30 June 2020 and so this does not
feature in the increase of €36m.

The €36m is made up ofthe net dividend payments of €25m shown above (€200m less
€135m less €40m) plus a further €11m arising from the differences in valuations between
entities described earlier.

These differences have limited impacton a GAAP basis. As such,the dividend payment
of €25m broadly reconciles with the overall change in equity in the GAAP balance sheets
for AEL, AIU and AA pre- and post-transfer.

AmTrust’s projectionsindicate thatadditional capital will be required to support AAand
AlU in 2021 and 2022 as follows:

. AA will require a total of€60m (€40m in 2021 and €20m in 2022); and

" AlU will require €30m in 2022.

The €90m will be funded through €80min dividends from AEL (€25m in Q4 2020 and
€27.5m in each of 2021 and 2022) and a €10m capital injection from All.

Both AIU and AA need further capital supportas they grow. AlU’s growth is partly
organic growth butalso through the business transferringfrom AEL. In addition, itis
becoming less reliant on reinsurance protection which necessitates additional capital
support. AAisalso growing slowlyovertime writing along-tailed class of business
which requires capital support.

Overall, AA and AlU are dependenton Allfor€10m of capital over 2021 and 2022.
This commitment ultimately depends on thefinancial strength ofthe AmTrust Group, in

particular All. All's current A. M. Best Financial Strength Rating as of 13 August 2019 is
“A-“ (Excellent) reflecting their balance sheet strength and level of free assets.
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SCR

coverage ratios for Policyholders

Non-transferring AEL Policyholders — AEL's SCR coverageratio reduces from
150% to 140% as a resultof the Proposed Transfer. Although thereisareduction
in coverage, itis still at AEL’s targeted risk appetite level and AEL remains towards
the upper end ofthe sufficiently capitalised band. Therefore, | believe these
policyholders will not be materially adversely affected by the Proposed Transfer.

Transferring AEL to AIU Policyholders — these policyholders will move from
AEL, with a coverage ratio of 150%, to AlU, with a coverageratio of 172%. They
are transferring fromone sufficiently capitalised insurer to awell-capitalised
insurer. 1 do notbelieve these policyholders will be materially adversely affected
by the Proposed Transfer.

Transferring AEL to AA Policyholders —these policyholders will move from AEL,
with a coverageratio of 150%, to AA, with a coverageratio of 147%. Given the
small decrease in coverage, | do notbelieve these policyholders will be materially
adversely affected by the Proposed Transfer.

Existing AlIU Policyholders — AlU’s SCR coverage ratio increases from 154% to
172% post-transfer. As such, | do notbelieve these policyholders will be materially
adversely affected by the Proposed Transfer.

Existing AA Policyholders — AA's SCR coverageratio decrease from 150% to
147% post-transfer. Given the small decreasein coverage, | do notbelieve these
policyholders will be materially adversely affected by the Proposed Transfer.

| concludethatthe security providedto all groups of policyholders will not be materially

adversely affected by the Proposed Transfer.

Conclusion

Therefore, | am satisfied that my conclusionsremain unchanged fromthe Scheme

Report. In summary:

3.3.

The projected capital requirements have been calculated appropriately for
Non-transferring AEL, Transferring AEL to AIU and AA, AIU and AA
Policyholders.

Following the Proposed Transfer, | do not expect there to be any materially
adverse changes in the strength of capital protection for any group of
policyholders.

Step 3: Assessing overall policyholder security

As IE, my overall assessments related to policyholder security are:

whether the likelihood of valid policyholder claims being paidis maintained
followingthe Proposed Transfer for Non-transferring AEL, Transferring AEL to AlU
and AA, AlU and AA Policyholders; and
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" whether any changein policyholder security results in policyholdersbeing
materially adversely affected by the Proposed Transfer.

These assessments were considered in section 7 ofthe Scheme Report.

Transferring AEL to AIU Policyholders
FSCS

Those Transferring AEL to AIU Policyholders that currently have access to the Financial
Services Compensation Scheme (“FSCS”) will continue to have access for acts and
omissions whichtookplace prior to the Effective Date, but will lose this access for acts
and omissions after this date.

Whilstthereis an Insurance Compensation Fund (“ICF”) in Ireland thatperforms a
similar function to the FSCS, itis primarily designed to facilitate payments to
policyholders in relation to risks situated in Ireland where an Irish authorised non -life
insurer or a non-lifeinsurer authorised in another EEA State goes into liquidation. It
does notcoverrisks thatare situated in another EEA state.

In addition, commercial policyholders are not covered by the ICF unless theclaimisin
respectof a liability to an individual. As a result, the ICF is unlikely to be accessible for
the vast majority ofthe Transferring AELto AlU Policyholders.

Therefore, in this respect, the Transferring AEL to AIU Policyholders will be worse off
after the Proposed Transfer, but thisis only in the eventofthe insolvency of AlU which |
consider unlikely.

FOS

Those Transferring AEL to AIU Policyholders that currently have access to the Financial
Ombudsman Service (“FOS”) will continue to have access for complaints arising prior to
the Effective Date, but will lose this access for complaints arising after this date.

However, itis possible for themto make complaintsagainst AlU through the Financial
Services and Pensions Ombudsman (“FSPO”) which operates in Ireland. The eligibility
criteriais similar between the FOS and FSPO and the maximum compensation available
ishigherunderthe FPSO. In addition, the FSPO, likethe FOS, is able to make
decisions thatare binding ontheinsurer thatcan only be appealed to the High Courtin
Ireland on points of law.

| do notexpect Transferring AEL to AlU Policyholders to be materially worse off from
losing access to the FOS given the similar benefits they gain fromaccess to the FSPO.
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Transferring AEL to AA Policyholders
FSCS

Those Transferring AEL to AA Policyholders that currently have access to the FSCS will
continueto have access for acts and omissions which took place prior to the Effective
Date, but will lose this access for acts and omissions after this date.

Other than the Guarantee Fund for Victims of Road Accidents, Italian law does not
provide protection similar to the FSCS. However, under Italian law, thereis specific
protection forinsuredsin the eventofinsolvency where assets must be used to pay
policyholders before other creditors, but payments will depend on the level ofassets in
anyinsolvency.

Therefore, in this respect, the Transferring AEL to AlU Policyholders will be worse off
after the Proposed Transfer, but thisis only in the eventofthe insolvencyof AA which |
consider unlikely.

FOS

There isno equivalentto the FOS in Italy. However, the medical malpractice businessis
written through AEL'’s Italian branch and so these policyholders do nothave access to
the FOS. As such,the Transferring AELto AA Policyholders are not materially worse off
after the Proposed Transferin this respect.

GAAP balance sheet projections

The table below shows simplified balance sheets for AEL, AlU and AA pre- and post-the
Proposed Transfer. Figures have been shown on aUS GAAP basis, consistentwith my
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3704510 Scheme Report. Thisisthe mostconsistentway to compare and aggregate across each
entities’ GAAP balance sheet.

Page 45 of 51
US GAAP balance sheets of AEL, AIU and AA pre- and post- the Proposed

Transfer (Em
AEL £m AlU £m AAEfm AEL £m AlIU £m

Day 0 Day 0 Day 0 Day 1 Day 1

Investments and cash 635 343 59 348 246 465
Deferred acquisition costs 66 34 8 54 33 22
Reinsurers recoverables 675 637 23 267 556 512
Insurance and int. receivables 121 83 14 120 72 27
Other assets 264 290 17 254 257 61
Total Assets 1,762 1,388 121 1,042 1,163 1,087
Technical provisions 1,192 868 54 601 726 788
Technical creditors 100 174 21 99 158 38
Other liabilities 42 67 2 39 66 6
Total Liabilities 1,334 1,109 77 739 949 832
Total Equity 428 278 44 303 214 255

Source: AmTrust, figures converted assuming £1 = €1.16
Corresponding table in the Scheme Report is within section 7.2

The impactofthe transferis relatively material for AEL given that, based on figures as at
31 March 2020, c. 50% ofthe net GAAP provisions will be transferred out.

As expected, given the Proposed Transfer, the key movements in the balance sheet for
AEL are the reduction in technical provisions, together with the corresponding reduction
in reinsurancerecoverables, and thereduction ininvestments and cash.

AA’s balance sheetincreases significantly due to the receiptof the transferring AEL and
AlU business. AlU’s balance sheet reduces less significantly as the business
transferring outto AAis partially offset by the business transferring infrom AEL.

Overall, across all three entities combined, total assets on a GAAP basis are projected to
increase by £22m from £3,271m to £3,293m. As noted above, a capital injectionfrom
outside ofthe AmTrust European Group will be made to supportthe Proposed Transfer.

Total liabilities decrease only marginally (less than £1m) and total equity increases from
£750m to £772m, ie £22m (€26m). Thisreflectsthenet dividend paymentof€25m and
small differences between the GAAP and Solvency Il valuation of the transferring
liabilities.
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Conclusion

There have been no changes to the Proposed Transfer that affect the likelihood of
policyholders receiving payments due on their claims or reduce the security provided to
the policyholders since the Scheme Report. | am, therefore, satisfied that my
conclusions remain unchanged fromthe Scheme Report. In summary:

| have concluded that the security provided to the Non-transferring AEL,
Transferring AEL to AlU and AA, AIU and AA Policyholders will not be materially
adversely affected by the Proposed Transfer.

3.4. Step 4: Assessing policyholder communications

The assessments related to the communication planwere considered in section 8 ofthe
Scheme Report.

Communications plan

AEL has communicated with policyholders in line with the original communications plan,

otherthan the following changes:

" Where a small number of coverholderswere unable to send letters or emails to
policyholders, alternative methods of communication were used eg customer
portals;

" Onenewspaper publicationhad ceased circulation, so an alternative reputable
publication was used instead;

" Where coverholders were unwilling to send communications, AmTrust sentthese
directly;and

" Onecoverholder wentinto insolvency and there are no means ofobtaining the
customer data. AmTrust are currently working to resolve this ongoing issue.

Taking into accountthe above changes, | still believe the communication strategy to be
appropriatein ensuringthe relevant parties are adequately notified ofthe Proposed
Transfer.

To date, the only communicationsreceived from customers or cedants are as follows:
" Request for login details for the SanctionsHearing;
] Background information on AmTrust;

" Queries as to why they have received this information and information onthe
Proposed Transfer; and

. Queries around the policythey have with AmTrust.
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Objections

The key aspect of the update on policyholder communicationsis for me to consider any
objections to the Proposed Transfer. As of17 July 2020, no objections to the Proposed
Transfer had been received.

AEL has notified all reinsurers whose contracts of reinsurance will be transferring to AlU
and AA of the Proposed Transfer. No objections have been raised by any ofthese
parties.

Conclusion

The communications plan has been executed as set outin the Scheme Reportand no
objections to the Proposed Transfer have been received. | am, therefore, satisfied that
my conclusions remain unchanged fromthe Scheme Report.

The COVID-19 pandemic has had no material impacton theimplementation ofthe
communications strategy. Policyholders were sentan email in addition to postal
communication which avoided any deliveryissues. The pandemic caused no delay in
AmTrust publishingthe necessary notices and documents on its website, which wentlive
on 1 April 2020. There have been no resource constraints in dealing with queries from
policyholders.

Based on my review of the communication strategy, | have concluded the planned
communications strategy will ensure adequate coverage of affected parties.

| have also concluded that the planned communication is sufficiently clear for
policyholders to understand the effects of the Proposed Transfer.
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3.5. Step 5: Assessing potential impact on customer service and other
considerations that might affect policyholders

The assessments related to the customer service and other considerations were
consideredin section 9 ofthe Scheme Report.

Operational issues arising from COVID-19

Whilstthe uncertainty related to the evolving nature of the pandemic continues, any
operational issues are likely to emerge over the shortterm as AmTrust’s claims teams
adjustto thenew conditions. AmTrust do notexpectany operational difficulties which
may arise overthe shorttermto have a material impacton policyholders.

Conclusion

Sincethe Scheme Report, there have been no changes to the Proposed Transfer that
affect my analysis on customer service and other aspects ofthe Proposed Transfer. |
am, therefore, satisfied thatmy conclusionsremain unchanged fromthe Scheme Report.
In summary:

I have concluded that no material impact on service standards (or any other
considerations within this section of the report) is expected following the
Proposed Transfer.



3704510

Page 49 of 51

INSIGHT
CLARITY
ADVICE

4. Conclusions and Statement of Truth

| have considered the Proposed Transfer and its likely effects on the Non -transferring
AEL Policyholders, Transferring AEL to AlU and AA Policyholders, AlU Policyholders
and AA Policyholders and the transferring reinsurers.

In reaching the conclusionssetoutbelow, | have applied the principles as setoutin
relevant professional guidance, being the Technical Actuarial Standards (TASS)
TAS 100: Principles for Technical Actuarial Work and TAS 200: Insurance.

| have concluded that:

. The security provided to Non-transferring AEL Policyholders will not be
materially adversely affected by the Proposed Transfer. No material impact
on service standards is expected for Non-transferring AEL Policyholders
following the Proposed Transfer.

" The security provided to Transferring AEL to AIU and AEL to AA
Policyholders will not be materially adversely affected by the Proposed
Transfer. No material impact on service standards is expected for
Transferring AEL to AIU and AEL to AA Policyholders following the Proposed
Transfer.

" The security provided to AlU and AA Policyholders will not be materially
adversely affected by the Proposed Transfer. No material impact on service
standards is expected for AIU and AA Policyholders following the Proposed
Transfer.

. Reinsurers of AEL who provide cover for the transferring business will not
be materially affected by the Proposed Transfer.

4.1. |E duty and declaration

My duty to the Courtoverrides any obligationto those fromwhom | have received
instructions or paid for thisReport. Iconfirmthat| understand my duty to the Court and |
have complied with thatduty.

| confirmthat| have made clear which facts and matters referred to in thisreportare
within my own knowledge and which are not. Thosethatare within my own knowledge |
confirmto be true. Theopinionslhave expressed representmy true and complete
professional opinions onthe matters to which they refer.
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I confirmthat! am aware ofthe requirements of Part 35 ofthe Civil Procedure Rules,
Practice Direction 35and the Guidance for the Instruction of Experts in Civil Claims
2014,

S thdw—=

Stewart Mitchell FIA
Partner 17 July 2020

95 Wigmore Street
London W1U 1DQ

www.lcp.uk.com

The use of our work

This work has been produced by Lane Clark & Peacock LLP under the terms of our written agreementwith
AmTrust Management Services Limited. Itis subjectto any stated limitations (eg regarding accuracy or
completeness).

This Scheme Report, which is our work, has been prepared for the purpose of accompanying the application to
the Court in respect of the insurance business transfer scheme described in this report, in accordance with
Section 109 of the Financial Services and Markets Act 2000. The Scheme Reportis not suitable for any other
purpose.

A copy of the Scheme Reportwill be sentto the Prudential Regulatory Authority, the Financial Conduct Authority
and will accompany the Scheme application tothe Court.

This work is only appropriate for the purpose described above and should not be used for anything else. No
liability is accepted or assumed for any use of the Scheme Reportfor any other purpose other than that set out
above.

Professional Standards

Our work in preparing this document complies with Technical Actuarial Standard 100: Principles for Technical
Actuarial Work, together with Technical Actuarial Standard 200: Insurance.
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Appendix 1 — Summary of data provided

The followingis alistofthe key data items | have requested and received, or accessed

directly, in assessingthe Proposed Transfer. | continueto also rely on all dataitems
received that are listed in Appendix 4 ofthe Scheme Report. All data | have requested

has been provided to me. AEL, AlU and AA have provided Data Accuracy Statements

confirmingthatthe data and information provided to meregarding the Proposed Transfer

are accurate and complete.

1. Draft Court and regulatory documents prepared by AEL, AlU and AA for the
Proposed Transfer, including:

Draft third witness statement - AEL (June 2020)
Draft second witness statement—AIU (June 2020)
Draft second witness statement —AA (June 2020)
Draft sanctions order (June 2020)

Draft post-sanction legalnotice (June 2020)

2. Responses and objections from stakeholders to the Proposed Transfer

Update on number of objections (July 2020)

3. Documents relating to provisions and reserving processes, including:

Summary of provisions as at 31 March 2020

Updated projected GAAP balance sheet and SCR coverage ratio projections
at Day 0 and Day 1 for AEL, AlU and AA (July 2020)

Paper and scenarios on theimpactofthe COVID-19 pandemic

Results of updated reserve review requested by IVASS

4. Documents relating to capital and related processes, including:

SCR coverage ratio calculation files for AEL, AlU and AA (July 2020)

Paper describing capital projections to supportthe AmTrusttransfers
(July 2020)

Draft Net Worth Maintenance Agreements (July 2020)

Appendix 1
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