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1. Executive summary
1.1. The Proposed Transfer

AMT Mortgage Insurance Limited (AMIL) currently operates across the European
Economic Area (EEA) utilisingthe 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 aboutregulatory equivalence
between the UK and EU, remains highly uncertain. Until 31 December 2020 the current
rules remain in place. The Proposed Transfer described in thisreportis dueto complete
on 31 October 2020 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 AMIL no longer has FofSor FofErights,
AMIL would notlegally be able to carry on its non-UKEEA business. Forexample, AMIL
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 AMIL 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 post-Brexit with minimum disruption and to improve
efficiencies within the Group, AMIL is proposing to transfer (the Proposed Transfer) all of
its business (comprising non-UKEEA business) to AmTrust International Underwriters
DAC (AIU).

The policyholders are all regulated financial institutions.

Following the Proposed Transfer, theintentionis to dissolve AMIL under section 112(8)
FSMA followingits de-authorisation.

The Effective Date ofthe Proposed Transferis 31 October 2020.
The Proposed Transfer follows the earlier transferin 2019 ofall of AMIL’'s UK business

to AmTrust Europe Limited (AEL). There have been no otherchanges to the Proposed
Transfer.
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Other AmTrust transfers

In additionto the Proposed Transfer, AmTrustcompleted the following transfers as part
of theirresponseto Brexitand other strategic changes and transactions. These are

summarised below:

. The Part VIl transfer of all Italian medical malpracticerisks (including anon-
material amount of related accidentand health and legal expenses business)
from AEL to AmTrust Assicurazioni SpA(AA) and other non-UKEEA risks
(excluding Italian medical malpractice) from AEL to AlU. This transfer
completed on 31 July 2020.

. A Section 13 transfer of AlU’s Italian medical malpractice business to AA.
This transfer completed on 31 July 2020.

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

1.2. My role as Independent Expert

AmTrust has appointed meto act as the Independent Expert (IE) forthe 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 AMIL moving to AlU will be
materially adversely affected by theimplementation ofthe Proposed
Transfer.

= The security provided to AlU Policyholders will be materially adversely
affected by the implementation ofthe Proposed Transfer.

= The Proposed Transfer will have any adverse impacton service standards
experienced by policyholders.

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

| provided my Scheme Reportforthe Proposed Transfer (dated 3 July 2020) ahead of
the Directions Hearing, whichwas held on 8 July 2020.

The purpose ofthis Supplementary Reportis to confirmn and/or update the conclusions of
my Scheme Report, based on any material new developments in the intervening period,
ahead of the Sanctions Hearing. ThisSupplementary Reportshouldberead in
conjunction with my Scheme Report.
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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 July 2020 have been as follows:

Other transfers

The completionofthe AEL to AA and AEL to AlU, and AlU to AA transfers as
detailed in section 1.1.

Proposed Transfer

Reserving

Capital

Given theongoing developments around COVID-19 and its impacton the
Proposed Transfer, AmTrust has updated their SCR coverage ratio and
balance sheetanalyses to reflect this uncertainty. Thisis discussed furtherin
later sections ofthis report.

The Scheme Reportand other associated scheme documents were
presented to the Court at the Directions Hearing on 8 July 2020, where
approval was received to start notifications in line with the communications
plan.

AMIL’s Solvency Il best estimate technical provisions increased on agross of
reinsurance basis between 31 December 2019 and 30 June 2020 and
remained broadly flaton a net ofreinsurance basis. Thisis discussed in
more detail in section 3.1.

Amtrust has updated their projections since my Scheme Reportwas issued
to allow for theimpact ofthe COVID-19 pandemic. The updated projected

post-transfer AIlU SCR coverageratio is now 160%, in excess of AlU’s risk
appetite of 140%.

The coverage ratio for AlU will be guaranteed to be at least the level of AlU’s
risk appetite of 140% until 30 June 2021 by a Net Worth Maintenance
Agreement (NWMA) with AmTrust Financial Services Inc. (AFSI), the parent
company ofthe Amtrust entities (see section 3.2.3 for more details).

Under the terms ofthe NWMA AFSI is committed to contribute capital to AlU
during the period from 1 July 2020 to 30 June 2021 ifeither the coverage
ratio falls below 140% or is forecastto fall below 140% any time before

31 March 2022. Therefore, the capital supportis callable for 12 monthsin
relation to a period of up to 21 months.
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. This commitment ultimately depends on thefinancial strength of AFSI and
the Amtrust Group. Following privatisation, AFSIno longerdiscloses its
consolidated financial information publicly and is notrated. However, ithas
total assets of $22.6bn and equity of $3.6bn. In addition, members ofthe
AmTrust Group have an A. M. Best Financial Strength Rating, as of
27 August 2020, of “A-“ (Excellent) reflecting its balance sheet strength
(categorized by A. M. Best as very strong) and level of free assets.

" In the event of AlU’'s SCR coverageratio falling below therisk appetite level
of 140%, AmTrust would look to implement managementactions to restore
the SCR coverageratio to at least the risk appetite level, as would be the
case withoutthe NWMA agreement in place. Given this, | have placed
limited reliance on the NWMA, although the fact that AmTrust's supporthas
been formalised does increase policyholder security potentially up to
March 2022.

Policyholder communications and other

. AMIL and AlU have communicated with policyholders and placed notices in
various publications in line 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
9 October 2020.

. The number of Transferring Policyholders reduced from29to 27, and
transferring policies from 64 to 61, followingthe commutation of a Swedish
policy and thetermination of an Italian policyholder with two policies.

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

The uncertainty around theimpactof COVID-19 is expected to continue until the
Effective Date of the Proposed Transfer and beyond. AmTrusthas considered the
potentialimpactof COVID-19 on AMIL’s and AlU’s portfoliosthrough an extreme
recession scenario. Further details ofthis and other scenariosare provided in section 3.
In addition, AmTrusthas updated their capital and balance sheet projections as at Day 0
and Day 1 of the Proposed Transfer to reflectthe updated expected impact of
COVID-19. Thisisdiscussed in sections3.2and 3.3.

For AMIL, given thatclaims are based on crystallised losses and thatthis would be post-
foreclosure and sale, itis still early to gauge the impactof COVID-19. There has been a
gradualincreasein delinquentloansin ltaly since the end of March of approximately
15%, although this is partly due to certain mortgages being incorrectly flagged as
delinquencies. However, AmTrusthas notseen any increasein actual claimactivity as a
result ofthe pandemic.
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Currently, Amtrust’'s Mortgage/Creditdivision handles mortgage claims for all entities in
the AmTrust group, including AMIL, and this will continue after the Proposed Transfer.
As such the Transferring Policyholders willnot be affected operationally as aresult ofthe
Proposed Transfer, including any impactfromthe COVID-19 pandemic. AmTrust has
confirmed thatthere are no other operational issues arising from COVID-19 that will
impactany policyholders, and thatthe currentteam will be able to service any
foreseeable increasein claims activity.

For AlU, certain classes of business are impacted by the pandemic through areduction
in exposure and/orincreasein claims activity. As such, explicitadjustments have been
applied to AlU’s local GAAP provisionsas at 30 June 2020 but these adjustments are
small in the contextof AlU’s overall provisions.

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 July 2020:

= Booked US and local GAAP provisionsas at 31 December 2019 and
30 June 2020;

" Solvency lltechnical provisionsas at 31 December 2019 and 30 June 2020;
= Recent claims experience and claimreserve movements;
" Updated SCR coverage ratio and balance sheet projections reflecting

AmTrust’s latest assumptions regarding theimpactof COVID-19 and
additional reinsurance for AlU (described on page 29);

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

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

1.6. Summary of my conclusions

| have set out below my summary conclusions, considering the effect ofthe Proposed
Transfer from three perspectives:

" A: "Transferring Policyholders", who will transfer from AMIL to AlU as a result
of the Proposed Transfer.

. B: "AlU Policyholders",ie any policyholders of AlU at thetime ofthe
Proposed Transfer who will remain with AlU.

. C: Reinsurers whose contracts with AMIL are transferring to AlU as partof
the Proposed Transfer.
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All AMIL policies are being transferred and so there will be no remaining AMIL
policyholders post-transfer to consider.

My overall conclusionsare unchanged fromthose setout in the Scheme Report.

A: Transferring Policyholders

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

Summary rationale:

= The Transferring Policyholders will benefit from the removal of the uncertainty
of nothaving claims paid due to unsuccessful trade negotiations by the end
of the Brexit transitional period. They will also benefitfrombeing partofa
larger, rated entity in AIU (AMIL is unrated). | consider these to be the key
benefits for Transferring Policyholders ofthe Proposed Transfer.

= The Transferring Policyholderswill remain withinthe AmTrust Group. AlU is
subject to the same group-wide policies as AMIL.

" The SCR coverage ratio for Transferring Policyholders is expected to
decrease from 185% to 160% as a resultof the Proposed Transfer. Whilst
thisincreases therisk oftheir claims notbeing paid, |do notconsider the
security provided to these policyholders to be materially adversely affected by
this decrease. The 160% coverageratio is still within the "well-capitalised"
band (as described in section6.1) and the coverageratio remains in excess
of AlU's risk appetite. In addition, they will benefitfrombeing partof a larger
rated entity with an A- financial strengthratingand amore diversified balance
sheet.

" AmTrust has committed to maintaining aminimum 140% SCR coverageratio
for AlU through aNWMA with AFSI, the parentcompany of the Amtrust
entities. This commitmentultimately depends on thefinancial strength of
AFSI and the Amtrust Group.

" The level ofregulatory capital held by AlU on the 1-year standard formula
basis is supported by consideration of suitably severe stress scenarios.

" Under an extreme recession scenario, therisk to Transferring Policyholders
of claims notbeing paid is the same before and after the Proposed Transfer,
with an SCR coverage ratio 0f 94% for both AMIL (pre-Transfer)and AlU’s
(post-Transfer). However, given the relative size ofthe AIlU compared to
AMIL, Transferring Policyholdersbenefitfrombeing partof a larger, more
diversified and rated entity.

" AmTrust has confirmed thatthe transferring policies will continue to be
reserved forin the same way post-transfer as pre-transfer and by the same

reserving team.
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3724983 = The calculation ofthe transferring provisions has been performed using an
appropriate and consistentmethodologyfor anumber of years.

Page 9 of 38 . Itis very unlikely that Transferring Policyholders are eligible for access to the

FSCS as they are all mortgage lenders, with the exception ofonereinsurer,
rather than consumers or small businesses. Itis also very unlikely thatthey
are eligible to refer complaints to the FOS. Therefore, their positionin
relation to the FSCS and FOS remains the same pre-and post-transfer.

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

Summary rationale:

= AMIL and AlU, through the AmTrust Group, are planning to minimise any
changes as to how the transferring businessis carried out, to avoid disruption
to its operating model orits customers.

= The AmTrust Group is notplanning any material changes to how Transferring
Policyholders are serviced following the Proposed Transfer.

B: AlU Policyholders

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

Summary rationale:

" The SCR coverageratio for AlU Policyholders is expected to decrease from
175% to 160% as a resultof the Proposed Transfer. Whilstthis increases
the risk oftheir claims notbeing paid, | do not consider the security provided
to these policyholders to be materially adversely affected by this decrease.
The 160% coverageratio is still within the "well-capitalised" band (as
described in section 6.1) and the coverage ratio remains in excess of AlU's
risk appetite. In addition, following the transfer, they will be part ofa larger
entity.

" The SCR coverageratio of AlU is projected to be in excess of AlU’s risk
appetite for the next two years. In addition, as described earlier AmTrusthas
committed to maintaining aminimum of 140% SCR coverage ratio througha
NWMA with AFSI, a parentcompany of AlU.

. The level ofregulatory capital held on the 1-year standard formula basis is
supported by consideration of stress scenarios including the impactofan
extreme recession and reinsurer default.

= In the event ofan extreme recession scenario, AlU Policyholders would be
worse-off following the Proposed Transfer as demonstrated by Amtrust’s
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calculation ofalower Day 1 SCR coverageratio post-transfer compared to
pre-transfer. This reflects theincreased exposure to economic risksthrough
the Italian economy and housing marketin the AMIL portfolio. However,in
the eventof such a scenario, AlU would take management action as outlined
initsrecovery plan, eg the use ofcapital injections from withinthe AmTrust
Group orreinsurance, to restore AlU’'s SCR coverage to the risk appetite
level of 140%. In addition, AMIL’s liabilities are relatively small compared to
AlU’s liabilities and so the reduction in SCR coverageratio is not material
enough to threaten the solvency of AlU. | therefore concludethat AlU
Policyholders are not materially disadvantaged in thisrespect.

= AlU is already exposed to similarrisks to those that AMIL faces, having
written all new EEA policies since AEL’s acquisition of AMIL in 2016 and re-
signing new AlU policies with AMIL’s live policyholdersthroughout 2019 in
preparation for Brexit.

= 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 supportis provided by theresults of an independent external reserve
review and a further independent external regulatory review in 2018 and
2019.

= AlU has confirmed that policies will continue to be reserved forin the same
way post-transfer as pre-transfer and by the same reserving team. In
addition, the reserving process, team and governance for AlU will be
materially unchanged post-transfer.

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

Summary rationale:

" AlU is notplanning any material changes to how the business is carried out.
In particular, there are no plans to change how AlU Policyholders are
serviced following the Proposed Transfer.

C: Reinsurers

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

The transferring policies primarily benefitfrom AMIL's quota share arrangementwith a
panel ofhighly rated reinsurers. For2011 to 2018 the cession was 33% and this
increased to 50% in 2019. AMIL ceased writing UK business following the Part VII
transfer of AMIL’s UK bookinto AEL on 30 June 2019, and ceased writing new EU
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mortgageloans on 1 April 2019, after which all new EU policies were written by AlU.
Thisis a clarification ofthewordingin my Scheme Report.

The reinsurance panel has remained broadly consistentovertime, the 2019 panel

consists of 6 reinsurers mainly rated A+, the minimum rating is A-.

The reinsurance protection provided to the Transferring Policyholders from this
reinsurance will transfer across to AlU.

Summary rationale:

= Exposureto claims faced by AMIL's reinsurers will notchange following the
Proposed Transfer and the reinsurers will continue to be required to pay out
the same claim amounts in respectofthe same events as before the
Proposed Transfer.

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

Permutations of other AmTrust transfers

All other planned AmTrusttransfers have now completed.

Confirmation of factual correctness

This reporthas been reviewed by AMIL and AlU and each has agreed the reportis
correctin terms ofall factual elements ofthe Proposed Transfer.
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2. Introduction
2.1. Background

Part VIl - 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 independent person, 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 of whether 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 ofthe mortgage and creditbusiness of
AMIL to AIU under Section 105 of the FSMA. The Proposed Transfer is intended to be
effected on 31 October 2020 (the Effective Date).

The Scheme Reportwas issued on 3 July 2020 and was presented to the Court on

8 July 2020. Inthe Scheme Reportl stated that, before the date of the Sanctions
Hearing, | would prepare a Supplementary Report (this report), covering any relevant
matters which have arisen since the date ofthe Scheme Report.

In particular, | have 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 notcontain the 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 of this report.

» o«

The use of“I”, “me” and “my” in this report generally refers to work carried outby me or
by the team operating under my directsupervision. However, when itis used in

reference to an opinionitis mineand minealone.
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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 under the terms of our written agreement with AmTrust Management
Services Limited. Itis subjectto any stated limitations (eg regardingaccuracy or
completeness).

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

3 July 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 notbe used
foranything else. No liability is accepted or assumed forany use of the Supplementary
Reportforany other purpose other than that set out above.

2.4. Reliances

I have based my work on the data and otherinformation made available to me by
AmTrust, AMIL and AIU. Appendix 1contains alistofkey data and otherinformation
that | have considered. | havealso held discussionswith the relevant staff of AMIL, AlU
and theiradvisors.

I have used a combination ofdataas at 31 October and 31 December 2018,

30 Juneand 31 December 2019, 30 April and 30 June 2020 for my analysis. | have also
considered AmTrust's mostup-to-date view of projected SCR coverageratios which
includetheimpactofthe COVID-19 pandemic. AmTrust has confirmed thatithas made
me aware ofall material developments thatwould affect my conclusions.

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

" AMIL and AlU will submit witness statements to the Court stating thatall

information provided to meis correctand complete in all material aspects.

. Each of AMIL and AlU have provided a Data Accuracy Statement confirming
that the data and information provided to meregarding the Proposed
Transfer are accurate and complete.

" AMIL and AlU have confirmed to me that there have been no material
adverse changes to thefinancial position of AMIL or AlU since that

information was provided to me.
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= AMIL and AlIU have read this IE Supplementary Report, and each has agreed
thatitis correctin terms of all factual elements of the Proposed Transfer.

. I have conducted basic checkson the dataprovided 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 the integrity oftheinformation
provided forthis report.

The conclusionsin my reporttake no accountofany information thatl have notreceived,
orofanyinaccuracies in theinformation provided to me.

I have notneeded to take any third-party legal advice on any aspects ofthe
Proposed Transfer. AmTrusthas confirmed thatit has received no specific legal advice
relevantto my role as IE for the Proposed Transferthat| have notbeen provided with.

Figures in 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 guidanceto
theirapproach to review of Part VIl transfers issued in May 2018 and by the

PRA Rulebook and the FCA Handbook.

This report complies 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).

I have considered The Actuaries’ Code as issued by the IFoA when producing this

report.

This reporthas 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 peerreview has been undertaken by another Partner at LCP. The
peer reviewer was notinvolved inthe productionofthereport. They havethe
appropriate experience and expertise to act as peer reviewer ofthis reportand have
acted as theIndependentExpertand peerreviewer 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.

I 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 determine the risks 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 information to 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 ofthe methodologies and
assumptions underlyingthereserve and capital assessments.

2.7. Definition of “materially adverse”

In orderto 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 lightoftheinformationthat

| have reviewed.

The Proposed Transfer will affectdifferent 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 whether the Proposed Transfer
will have a “materially adverse” impact, | have considered the aggregate impactofthese
different effects on each group of policyholdersand on reinsurers.

In this report, lhave provided the rationale for my judgements and conclusions. These
explain why, in each case, | have concluded whether or not policyholdersand 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 ofthese five steps
and to consider whetherany ofthe updated analysis orinformation available now would
cause me to change my conclusionsin thatreport. Thefive steps and my considerations
are detailed in the sections thatfollow.

A listofadditional information consideredis included in Appendix 1. 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 AMIL and AIU

As IE, my overall assessments related to reserving are:

] whether an appropriate level of provisionsis maintained for Transferring
Policyholders and AlU 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 section 5ofthe Scheme Report. | have been
provided with Solvency Il technical provisions as at 31 December 2019 and

30 June 2020 and a description of the material changes to the provisions over that
period.

Summary of Solvency Il best estimate technical provisions for AMIL and AlU as at
30 June 2020

£m Gross of reinsurance Net of reinsurance
Transferring to AlU 39.3 375

AlU 766.7 190.0
Transferring provisions 5% 20%

as % of AlU

Source: AMIL and AlU
Converted at £1 = €1.18
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Summary of Solvency Il best estimate technical provisions for AMIL and AlU as at
31 December 2019

Transferring to AlU 38.2 37.4
AlU 739.1 142.1
Transferring provisions 5% 26%
as % of AlU

Source: AMIL and AlU
Converted at £1 = €1.18

The transferring provisionsas a proportion of AlU’s total pre-transfer provisions, gross of
reinsurance, is broadly unchanged between 31 December 2019 and 30 June 2020. On
a net of reinsurance basis, the proportion has reduced from 26% to 20%, driven by the
increasein AlU’s netprovisions due to a planned reductionin reinsurance cessions over
the period.

Allowance for COVID-19

Overall, there has been a c. £1m increasein AMIL’s Solvency Il best estimate gross
technical provisionsoverthe six months. This was driven by an increasein provisionsin
respectof unexpired risksrelating to potential COVID-19 related claims. On a net basis,
the level of provisionsremained broadlyflat.

The claims provisions, which account for the majority of the technical provisions, include
an allowance for all known COVID-19 claims based on reported delinquencies and will
notbe affected by future delinquencies. The expense provisionswill also be materially
unaffected by future COVID-19 claims.

The premium provisions have reduced since 31 December 2019 as the unearned
premiums have decreased as the book runs off. An allowanceof£1.7m (€2m) has been
made in the gross premium provisions for COVID-17 losses. Thisis based on an
assumed number of delinquencies, the number of delinquencies that will become claims
and an averagecostperclaim. This allowance equates to a 19% load on the gross
premium provisions.

I have reviewed AmTrust's analysis to derive the assumptions behind the explicit
COVID-19 allowancein the premium provisions.

| concluded thatthese were reasonable based on AMIL's historical experience, including
previous recessionary periods. Inotethat the resulting loss ratios for the unearned
business are comparable to the worstrecessionary affected years since underwriting
criteriawere strengthened.
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Although there has been a gradual increasein delinquentloansin Italy sincethe end of
March, AmTrust has notseen any increasein actual claim activity as a result ofthe
pandemic.

Within the technical provisions, the allowance of£1.7m (€2m) gross and £0.8m (€1m)
net ofreinsurance fordownside risk relates to the impact of increased delinquencies and
assumed probability thatthese become claims, notwithstanding there have been no
claims to date. Reinsurance of50% limits the downsiderisk of claims arising to AMIL.

My Scheme Reportincludedtheimpacton provisions of more pessimisticassumptions
regarding claims activity.

For AlU, best estimate gross technical provisions increased by c. £28m. Themain
movements were:

. GAAP provisions fell by £11m. A reduction in the margin for uncertainty and
the sale ofthe surety portfolio contributed to the reduction, offsetting

increased reserves in some classes.

. Solvency Il adjustments to the GAAP provisionsincreased by £39m. The
main contributors were:

e £21m increasedue to a reduction in the benefitfrom discountingdue
to changesin the Euro and US Dollar discountrates;

e £10m increasedue to a reduction in the level of future premiums and
the profitability of future business;

e £7m increasedue to a reduction in the creditfor the margin for
uncertainty which is notallowed under Solvency II.

AlU’s best estimate net technical provisions increased by c. £47m. The main
movements were:

= GAAP provisions increased by £38m as the reliance on reinsurance reduced
between December 2019 and June 2020.

. Solvency Il adjustments to the GAAP provisionsincreased by £10m. The
main contributors were:

e £11m increasein expenses as the ability to cede expensereserves to
external reinsurers has reduced;

e £5m increasedue to a reduction in the benefitfrom discounting; and
e £8m decreasein provisions due to additional profiton the UPR and

higher future premiums due to retaining more business.

The majority of AlU’s business is notexpected to be materially impacted by the
COVID-19 pandemic. However, it is sensitive to the secondary recessionary impact of



3724983

Page 19 of 38

INSIGHT
CLARITY
ADVICE

the pandemic as demonstrated by the scenario analysis in section 3.2.4. Where classes
are expected to be impacted, increases in reserves for certain classes eg Travel and US
Commercial Credit (which is 100% reinsured) are mostly offsetby decreases elsewhere
eg Auto Warranty where exposure has decreased.

AlU has reflected the impactof COVID-19 and a future recession in the Sll technical
provisions through reduced assumed profitability (through an increase in claims) and
lower future levels of expected premium for those classes expected to be impacted.

3.1.1. Updated independent projections

| have performed my own updated independentprojectionson AlU’s French Medical
Malpractice, US General Liability and US Commercial Credit portfolios since my Scheme
Report. Thisis based on dataas at 30 April 2020 whilstthe analysis in the Scheme
Reportwas based on dataas at 31 October 2018. The analysis was performed on a
gross ofreinsurance basis. The US lines of business written by AlU are 100% reinsured
(as described on page 29).

This review was a limited review of triangular data provided for the classes above. |
derived my own developmentpatterns based on the data and supplemented this with
wider benchmark data to inform my tail selections. lused a number of widely accepted
actuarial methods and derived expected loss ratiosfor the more recent underwriting
years based on averages across the more developed prior underwritingyears. For US
Commercial Credit, | also performed areview ofthe detailed accidentmonth analysis
performed by the US team to gain comfortwith the selected loss ratio picks.

Clearly, given the unprecedented nature of COVID-19, the actual future claims are very
uncertain and will differ fromany estimates. In section 3.2 we discuss the uncertainty
scenarios that AmTrust have performed.
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3724983 A comparisonbetween my and AlU’s gross earned estimates is set out below:
Page 20 of 38 IE AmTrust Difference %
estimate estimate €m difference
€m €m
French Medical Malpractice 14.5
US Commercial Credit 14.3
US General Liability 140.0
Total IBNR 168.8 171.8 (3.0) (1%)
Total reported outstanding 119.7 119.7 - -
claims
Total reserves 288.5 291.5 (3.0) (1%)

The French Medical Malpractice class has had poor experience on more recentyears
with a higher than expected number oflarge losses reported. | considered this
experience when deriving my developmentpattern and setting my initial expectedloss
ratio assumptions for this class. lalso consideredtheimpactofmore pessimistic
assumptions, notingthatthis class is small relative to the total AlU portfolio.

There is considerable uncertainty in modelling the US General Liability accountgiven the
generally long-tailed development, particularly for more recentunderwriting years. Given
this uncertainty, | gave more weightto the claims experience on the poorer performing
olderyears in deriving my estimates forthe morerecent years. | also note thatthis class
is reinsured 100%.

In aggregate, across these three accounts, my independent projections werec. 1% lower
than AlU’s gross actuarial best estimates. | consider this to be well within a range of
reasonable best estimates given the large amount of subjectivity around the selection of
assumptions, historical reserve deteriorations observed on the accounts and my wider
experience ofinsurers’writing similar business. Thedifferences atthe individual class
level were greater but broadly offset each otherin aggregate.

The robustness of AlU’s processes is discussed in the next section.
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3.1.2. Findings from finalised external regulatory reviews for AlU

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
(which has since transferred to AA) concluded thatthey were broadly fitfor
purpose. Some ofthe recommendationsmadein the review revolved around
making more use of availableinformation to update casereserves. AlU has
addressed this and, in supporting documentation, will explain why in some
cases intermediary information has notbeen used. Other lower materiality
recommendations have already been addressed by AlU.

= Governance: the reportidentified ashortage ofresourcein AlU’s
Actuarial Function, which affects its ability to deliver on its wider
responsibilities, beyond core actuarial reserving. The reportmade a number
of high and medium level recommendations arising fromthis. AlUhas
employed two additional staffin the Dublin officein 2019 to help address
these recommendations. In addition, AlU will be improving its overall
documentation as a priority during 2020.

The external reportprovides sufficientdetail on both the review process and findings for
me to assess its conclusions. | agree with the findings and conclusions and believe that
they provide evidence, supplementing my own independent projections, ofthe
appropriateness of AlU’s booked provisions.

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
Transferring and AlU Policyholders and that they will not be materially adversely
affected by the reserving aspects of the Proposed Transfer.
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3724983 3.2. Step 2: Assessing the capital positions of AMIL and AlU

As |IE, my overall assessments related to capital are:
Page 22 of 38

] whetherthe projected capital requirements have been calculated
appropriately for Transferring Policyholders and AlU Policyholders;

= whether there are expected to be any material adverse changesin 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

] whether any other aspects of the capital considerations may lead to
policyholders being materially adversely affected by the Proposed Transfer.

These assessments were considered in section 6 ofthe Scheme Report.

3.21. Projected SCR coverage ratios

The following tables set outthe SCR and coverageratios for AMIL and AlU pre- and
post-the Proposed Transfer. Note thatsince providingmy Scheme Report, AmTrust has
updated its analysis of projected SCR coverage ratios to reflectchanges in its business
plan, particularly in thelightofthe COVID-19 pandemic, and changes in the dividends to
be paid and re-distributed around the AmTrust Group. As such, the coverageratios
quoted in this reporthave changed sincethoseincludedin my Scheme Report. | have
included lasttime’s figures in brackets in the tables below.

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

Pre-Transfer Post-Transfer
DEVA Day 1
Total own funds eligible to meet SCR 53.5 (52.7) 3.5 (3.4)
SCR 28.9 (28.8) n/a (n/a)
SCR coverage ratio 185% (183%) n/a (n/a)

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

Sincethe projections inmy Scheme Report, the Day 0 projected SCR coverage ratio for
AMIL has increased from 183% to 185%, driven by an increasein own funds from
£52.7m to £53.5m, offsetting the smallincreasein SCR from £28.8m to £28.9m.

Post transfer, AMIL will be left with own funds of £3.5m. | understand thatthesefunds
will remain until AMIL is deregistered and will be used to supportthe MCR in the
meantime.
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AlU - SCR and coverage ratio pre- and post- the Proposed Transfer

Pre-Transfer Post-Transfer

DEVA Day 1
Total own funds eligible to meet SCR 197.0 (166.3) 201.0 (188.4)
SCR 112.3 (119.1) 125.5 (134.4)
SCR coverage ratio 175% (140%) 160% (140%)

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

Sincethe projections inmy Scheme Report, the Day 0 projected SCR coverage ratio for
AlU hasincreased from 140% to 175%. The increasein coverageratio to 175% is due
to pre-funding of capital for the Proposed Transferin light of changes in AlU’s business
plan,and otherchangesin respectofthe AEL to AlU, AEL to AA and AU to AA
transfers, as a result of the COVID-19 pandemic. In the eventthe Proposed Transferis
notexecuted, | understand AmTrustwill consider returning this excess capital to
shareholders.

At Day 0, AlU’s SCR coverageratio is projected to be above AlU’s risk appetite level and
at themiddle ofthe range ofthe “well-capitalised” band described in the Scheme Report.

AlU’s Day 1 SCR coverageratio has increased from 140% to 160% since my Scheme
Reportand is now towards the lower end of the “well-capitalised” band compared to the
upper end ofthe sufficiently capitalised band previously. This followed the updated
dividend arrangements withinthe AmTrust Group in response to the COVID-19
pandemicin respectofthe AEL to AlU and AEL to AA, and AIU to AA transfers.

Overall, AlU’s SCR coverageratio is projected to decrease from 175% to 160% post-
transfer. Thekey drivers ofthereduction in the SCR coverageratio are as follows:

" Transfer of AMIL’s business to AlU leading to agreater proportional increase
in SCR than own funds;

= Increasein premium and catastropherisk following an increasein netearned

premiums over the next 12 months as a resultof the Proposed Transfer; and

= A reduction in the level of diversification between other risks following the

increasein in non-life underwriting risk.

AlU’s SCR coverageratio is projected to remain above AlU’s risk appetite of 140%
followingthetransferin ofthe AMIL business. As described earlier, Amtrust has
committed to maintain AlU’s SCR coverage ratio at a minimum of 140% for a period after
the Effective Date ofthe Proposed Transfer.
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3724983 A capital injection of €30minto AlU is expected in 2022 based on currentassumptions.
This is discussed further on pages 29 and 30.

Page 24 of 38
3.2.2. Movement in Solvency Il balance sheets

The following tables summarise the movements in AMIL and AlU’s assets and liabilities
on their Solvency Il balance sheets between Day 0 and Day 1. It shows the movement
due to each partof the transfer and the re-distribution of funds through dividend

payments.
AMIL
AMIL to Dividend
AlU
transfer
Total Assets 101.4 (41.3) (50.1) 10.0
Total Liabilities 47.8 (41.3) 0.0 6.5
Own Funds 53.5 0.0 (50.1) 3.5
SCR 28.9 0.0
SCR coverage ratio 185% n/a

The SCR coverageratio of AMIL resulting prior to the transferis 185%. Post transfer,
AMIL will have remaining own funds of £3.5m following payments to AEL of £50.1m
(€58.2m), of which £21.6m (€25m) is then paid as a dividend to AmTrust International
Limited (AIL).
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AlU

AMIL to Dividend

AlU
transfer
Total Assets 881.0 43.2 0.0 924.2
Total Liabilities 683.9 39.2 0.0 723.1
Own Funds 197.0 4.0 0.0 201.0
SCR 112.3 125.5
SCR coverage ratio 175% 160%

The SCR coverageratio of AlU decreases from 175% to 160% post-transfer. The £4.0m
(€4.6m) transferring in from AMIL to AIU arises from the changein own funds following
the Proposed Transfer. Dueto changes in the valuation on arrivalofthe own funds in
AlU, the business and assets transferring in have a positive own fundsimpacton AlU.
The main driver ofthis is the difference in the valuation ofexpenses in AMIL compared
to AlU.

Further detail around the capital movements are set out in the ‘Summary of capital
movements’ section on page 29.

3.2.3. Net Worth Maintenance Agreement

Following the Directions Hearing, a NWMA was entered into between AFSI and AlU, and
also between AFSI and AEL and AFSI and AA. The NWMAs were primarily putin place
in relation to the transfer by AEL and AlU oftheir Italian medical malpractice business to
AA and the transfer by AEL of its non-UK EEA business to AlU. These transfers each
took effect on 31 July 2020.

Under the terms ofthe NWMA AFSI is committed to contribute capital to AlU during the
period from 1 July 2020 to 30 June 2021 where:

= AlU’s SCR coverageratio falls below the risk appetite level of 140%; or

= AlU’s Board believe the SCR coverage ratio will fall below 140% at any time
during thenextnine months.

AlU could request capital supportup until 30 June 2021 ifeither the SCR coverageratio
falls below 140%, orifitis projected to fall below 140% at any time before

31 March 2022. As aresult, the capital supportis callable foraperiod of 12 monthsin
relation to a period ofup to 21 months.
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3724983 In the event that AlU’s SCR coverage ratio is projected to fall below 140%, AlU will first
consider whatmanagementactions to take to restore coverage, in line with AlU’s

Page 26 of 38 recovery and resolution plan, before requesting additional capital from AFSI as needed.
Given this, | have placed limited reliance on the NWMA in deriving my conclusions
although Inotethatthe agreement does increase policyholder security potentially up to
March 2022.

Amtrust has confirmed thatneither the PRA northe CBI requested that the NWMAs be
entered into norwas it indicated by the PRA orthe CBI that something like the NWMAs
should be considered by AmTrust.

The NWMA is covered by Irish law and was drafted with the help of AmTrust’'s lawyers.
AmTrust took legal advice thatthe NWMA should be structured as a deed to enhance
enforceability buthave notsoughtaformal legal opinion on this matter.

3.24. Scenario analysis

| asked AmTrust to re-performthe same scenarios that were considered for the Scheme
Reportto reflect AmTrust's updated analysis of projected SCR coverageratios.

The impactofthese scenarios on the Day 0 and Day 1 SCR coverage positionsof AMIL
and AlU, assuming no managementactions, is setout below.

Extreme recession scenario

Neither AMIL nor AlU have experienced a material increasein claims since the same
scenario was performed for the Scheme Report. In addition, assetvalues have partially
recovered over this period. Therefore, | believe this scenario is still suitably extreme for
assessing theimpactofa future recession on AMIL and AlU.

AMIL

AMIL Day 0 - AMIL Day1 - AMIL Day 0 - AMIL Day 1 -

Base Base Extreme Extreme
Total own funds eligible to meet SCR 53.5 n/a 28.3 n/a
SCR 28.9 n/a 29.9 n/a
SCR coverage ratio 185% n/a 94% n/a

The extreme recession scenario for AMIL allows for an increase in future delinquencies
and the experienceis based on the following Italian economic indicators:

= 25% fall in Italian house prices;

= Increasein unemploymentrate from6.7% to 12.7%;
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3724983 = Decrease in GDP 0f9%.

Page 27 of 38 Under this scenario, AMIL’s Day 0 SCR coverageratio is projected to decrease from
185% to 94% followingareduction in thelevel ofown funds. Theincreasein SCRis
relatively small given theincreasein premium provisions, which drives the decreasein
own funds, impacts operational risk which is arelatively small driver ofthe SCR. Even in
this scenario, AMIL would still have sufficientfunds to pay claims.

AlU

AlUDay0- AlUDay1- AlUDay0- AIlUDay1 -

Base Base Extreme Extreme
Total own funds eligible to meet SCR 197.0 201.0 143.7 134.2
SCR 112.3 125.5 121.7 142.4
SCR coverage ratio 175% 160% 118% 94%

The extreme recession scenariofor AlU considers areductionin own funds of four times
of thatincluded withinthe base case, reflecting a more severe deterioration in
investmentperformance, lower business volumes and increased in bad debtand

reserves.

Whilstthe majority of AlU’s business is notexpected to be materially impacted by
COVID-19, itis sensitive to the secondary recessionary impact caused by the pandemic.
In the extreme recession scenarioabove, AlU’s Day 0 SCR coverageratio is projected to
decrease from 175% to 118% followingareduction in thelevel ofown funds and an
increasein the SCR.

On Day 1, following the transfer, itfalls further to 94% following a further reduction in
level of own funds and an increasein SCR. In this scenario AlU Policyholders are worse
off following the Proposed Transfer. However, AlU would still be able to pay claims as
they arise. In addition, AmTrusthas committed to maintaininga minimum of 140% SCR
coverageratio as described earlier through a Net Worth Maintenance Agreementwith
AFSI, a parentcompany of AlU.

Before any consideration of AlU’'s NWMA with AFSI, Transferring Policyholders are no
better or worse off in this scenario. Whether they remain with AMIL or move to AlU, the
SCR coverageratio of each entity under this scenario is 94%. However, the Transferring
Policyholders would be better off in this scenario due to the NWMA, as AMIL does not
have a similar agreement.
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Reinsurer default scenarios

Given thelevel ofreinsurance protectionthat AMIL and AlU have, the risk of reinsurer
default is a key uncertainty facing policyholders. | asked AmTrust to re-run the same
reinsurance default scenarios as considered in my Scheme Report:

= AMIL: the default of all of its reinsurers

= AlU: default of All, a key reinsurer, but no haircuton the collateral backing
the reinsurance.

AMIL

AMIL Day 0 - AMIL Day1 - AMIL Day 0 - AMIL Day 1 —

Base Base RI default RI default
Total own funds eligible to meet SCR 53.5 n/a 51.8 n/a
SCR 28.9 n/a 31.5 n/a
SCR coverage ratio 185% n/a 164% n/a

In this scenario, AMIL's Day 0 SCR coverageratio is projected to decrease from 185% to
164% following areduction inthelevel ofown funds and an increasein the SCR. |

consider thedefaultofall of AMIL’s reinsurers to be unlikely giventhatthey are all rated

A orabove.
AlU
£m AlUDay0- AlUDay1- AlUDay0- AIUDay1-
Base Base RI default RI default
Total own funds eligible to meet SCR 197.0 201.0 92.0 96.0
SCR 112.3 125.5 115.4 129.0
SCR coverage ratio 175% 160% 80% 74%

The SCR coverageratio for AlU under the reinsurer default scenario is much improved
compared to that presented in the Scheme Report. Thetwo scenarios have different
starting points giventhatahigherbase SCR coverage ratio (175% compared to 140%) is
now being targeted based on therevised dividend structure.

In addition, the scenario inthe Scheme Reportwas based on an earlier iteration of
AmTrust's model which has now been improved. In particular, additional collateral has
been identified thattransferred into AlU from AEL following the Part VIl transfer between
the two companies, and also some non-All defaulting reinsurance had been included in
the position reported in the Scheme Report.
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Given AlU’s significantreinsurance protection arrangementwith All, this scenario leads
to a material reduction in AlU’s SCR coverageratio from 175% to 80%. Post-transferthe
SCR coverageratio reduces further to 74%. Therefore, under this scenario, AlU
Policyholders are worse off following the Proposed Transfer butnot materially so. AlU
still remains solventand claims can still be paid.

| consider the defaultof All to be an unlikely eventgiven its current A. M. Best Financial
Strength Rating as of 27 August 2020 of“A-“ (Excellent) reflecting its balance sheet
strength and the level of free assets.

Under the reinsurer default scenario analysis, both Transferring Policyholdersand AlU
Policyholders are worse off. For Transferring Policyholders, this is through their new
exposureto All and therefore the risk of its default.

However, | notethat underthese scenarios, claims can still be paid as own funds remain
positive. Further,these scenarios donotinclude any managementactions and, as
described earlier, the NWMA guarantees the SCR coverageratios at therisk appetite
level for a period after the Proposed Transfer. Therefore, | have concluded that
policyholders are not materially disadvantaged under these scenarios.
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3.2.5. Summary of capital movements

To supportthe Proposed Transfer and wider capital needsin the International Group,
excess capital within AEL and AMIL will be paid outas a dividendto AmTrust
International Limited (AIL), subject to regulatory approvals.

The capital funding requirements have been calculated on AmTrust’s latest assumptions
regarding theimpactof COVID-19 and also include theimpactofadditionalreinsurance
for AlU, reinsuring US sourced lines of business through a quota 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, assuming the COVID-19 assumptions used in AmTrust’s analysis are
realised:

€25m

€58m

AlU
(Ireland)

- — —

€5m

As noted above, the €5m (£4m) capital contribution to AlU arises from the changein own
funds following the Proposed Transfer. Due to changes in the valuation on arrival ofthe
own funds in AlU, the business and assets transferring in have apositive own funds
impacton AlU. The main driver ofthis is the differencein the valuation of expensesin
AMIL compared to AlU.

In additionto this, thereis a capital release of €58m from AMIL followingthe Proposed
Transfer. These numbers broadly reconcileto the changein own funds and changein
equity in the GAAP balance sheets for AMIL and AlU pre- and post-transfer, allowing for
currency conversion and differences in GAAP and Solvency Il valuations.

AmTrust's projectionsindicate that additional capital will be required to support AlUin
2022 of theorder of €30m. This will be primarily funded through dividends from AEL to
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All and then a capital injection from All to AlU. AIU will therefore be dependenton
AEL/AIl for capital in 2022.

This commitment ultimately depends on the financial strength of the AmTrust Group, in
particular All. All's currentA. M. Best Financial Strength Rating as of 13 August 2019 is
“A-* (Excellent) reflecting their balance sheet strength and level of free assets.

SCR coverage ratios for Policyholders

. Transferring Policyholders — these policyholders will move from AMIL, with
a coverageratio of 185%, to AlU, with a coverageratio of160%. They are
transferring from one “well-capitalised”insurer to another, albeittowards the
lower end ofthe “well-capitalised” range. Ido notbelieve these policyholders
will be materially adversely affected by the Proposed Transfer.

. Existing AlIU Policyholders — AlU’s SCR coverageratio decreases from
175% to 160% post-transfer. Again, AlU remains a “well-capitalised” insurer.
Therefore, | 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.

3.2.6. AlIU Capital Policy

I have reviewed the draft capital policy and, previously, the Risk Appetite Statement for
AlU. The capital policy is currently draftand expected to be finalised by the end of
August. There are no material differences between the two.

In addition, there are no material difference between AlU and AMIL’s capital policies,
otherthan AlU’s risk appetite for the solvencycoverageratio is 140%, whereas AMIL
targets a solvency coverageratio of 120%. Forboth entities, if the coverage ratio falls
below the targeted level, an escalation process is triggered, and a capital injection would
be sought.

As noted earlier, under the NWMA, AlU can request capital supportup until
30 June 2021 if either the coverageratio falls below 140% or is forecast to fall below
140% any time before 31 March 2022.

3.2.7. Conclusion

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

] The projected capital requirements have been calculated appropriately
for Transferring and AIU Policyholders.
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3724983 = Following the Proposed Transfer, | do not expect there to be any
materially adverse changes in the strength of capital protection for any
Page 32 of 38 group of policyholders.
3.3. 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 Transferringand AIU Policyholders; and

. whether any changein policyholder security results in policyholders being
materially adversely affected by the Proposed Transfer.

These assessments were considered in section 7 ofthe Scheme Report.

Access toa Compensation Scheme

The assessments related to access to a Compensation Scheme were considered in
section 7.4 ofthe Scheme Report. There have been no new developments since my
Scheme Reportand my conclusions remain the same.

Access to an Insurance Ombudsman Service

The assessments related to access to an Insurance Ombudsman Service were
consideredin section 7.50fthe Scheme Report. There have been no new
developments since my Scheme Reportand my conclusions remain the same.
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GAAP balance sheet projections

The table below shows simplified balance sheets for AMIL and AlU pre- and post- the
Proposed Transfer. Figures have been shown on a GAAP basis, consistentwith my

Scheme Report.

GAAP balance sheets of AMIL and AlU post- the Proposed Transfer (Em

AMIL £m AlU£E£m AMIL £m AlU £m
Day 0 Day 0 Day 1 DEVA|
Investments and cash 91 247 10 285
Deferred acquisition costs 0 32 0 32
Reinsurers recoverables 9 543 0 552
Insurance and int. receivables 0 66 0 66
Other assets 7 257 0 259
Total Assets 107 1,145 10 1,194
Technical provisions 43 711 0 754
Technical creditors 1 154 0 155
Other liabilities 8 66 7 69
Total Liabilities 52 931 7 978
Total Equity 55 214 3 216

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

Following the Proposed Transfer, the key movements in the balance sheetfor AMIL and
AlU are as expected:

. AMIL sees a reduction in its technical provisions, together with a
corresponding reduction in reinsurer recoverables and investments and cash.
The remaining assets in AMIL are there to supportthe MCR.

= AlU sees an increasein technical provisions together with an increasein
investments and cash.

Overall, the total equity of AMIL reduces by £52m followingthe transfer. For AlU, it
increases by £2m. This reflects the £4m (€5m) transferring infrom AMIL to AlU arising
from the changein own funds following the Proposed Transfer as highlighted on page 29
less £2m arising from differences between the GAAP and Solvency Il valuation ofthe
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 thatmy
conclusions remain unchanged fromthe Scheme Report. In summary:

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

3.4. Step 4: Assessing policyholder communications

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

Communications plan

AmTrust has communicated with policyholders in line with the original communications
plan. AmTrust received a ‘bounce-back’ fromtwo policyholders butare looking for an
alternative address to which to send the communications pack.

Taking into accountthe above changes, I still believe the communication strategy to be
appropriatein ensuringtherelevantparties are adequately notified ofthe Proposed
Transfer.

As of 9 October 2020, there was only one policyholder query. The query related to the
policyitselfand notthe Proposed Transfer. No other communications from either
customers or cedants had been received.

Objections

The key aspectof the update on policyholder communicationsis for me to consider any
objections to the Proposed Transfer. As of 9 October 2020, no objections to the
Proposed Transfer had been received.

AmTrust has notified all reinsurers whose contracts of reinsurance will be transferring to
AlU. No objectionshave been raised by any of these parties.

Conclusion

The communications planhas 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 from the Scheme Report.

The COVID-19 pandemic has had no material impacton theimplementation ofthe
communicationsstrategy. There are only 27 Transferring Policyholders and noissues
are expected in identifying fromwhomtheresponses have come from. Also, no
resource constraints are expected in dealing with queries from policyholders.
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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.

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 9ofthe Scheme Report.

Operational issues arising from COVID-19

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 do notexpectany operational difficulties which
may arise over the shorttermto havea 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:

| 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.
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4. Conclusions and Statement of Truth

I have considered the Proposed Transfer and its likely effects on the Transferring and
AlU Policyholders and the transferring reinsurers.

In reaching the conclusionssetoutbelow, | have applied the principles as setoutin
relevantprofessional 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 Transferring Policyholders will not be
materially adversely affected by the Proposed Transfer. No material
impact on service standards is expected for Transferring Policyholders
following the Proposed Transfer.

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

= Reinsurers whose contracts with AMIL are transferring to AlU as part of
the Proposed Transfer will not be materially adversely affected by the
Proposed Transfer.

4.1. IE duty and declaration

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

I confirmthat| have made clear which facts and matters referred to in this reportare
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 35 and the Guidance for the Instruction of Experts in Civil Claims
2014.

S Pt

Stewart Mitchell FIA
Partner 9 October 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 agreement with
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 Report will be sent to 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 notbe used for anything else. No
liability is accepted or assumed for any use of the Scheme Report for 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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34983 Appendix 1 — Summary of data provided Appendix 1

Page 38 of 38 The followingis alistofthe key data items | have requested and received, or accessed

directly, in assessingthe Proposed Transfer. | continue to also rely on all dataitems
received that are listed in Appendix 4 ofthe Scheme Report. All data | have requested
has been provided to me. AMIL and AlU 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 AMIL and AlU for the
Proposed Transfer, including:

= Draft second witness statement - AMIL
= Draft second witness statement—AlU

= Draft sanctions order

2, Responses and objections from stakeholders to the Proposed Transfer

= Updateon number of objections received

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

= Summary of GAAP and Solvency Il provisions as at 31 December 2019 and
30 June 2020

= Updated projected GAAP balance sheet and SCR coverage ratio projections
at Day 0 and Day 1 for AMIL and AIU (July 2020)

= Updated scenarios on theimpactofthe COVID-19 pandemic

4. Documents relating to capital and related processes, including:
=  SCR coverageratio calculation files for AMIL and AIU (July 2020)

=  Paper describing capital projections to supportthe AmTrusttransfers
(July 2020)

= Net Worth Maintenance Agreement (July 2020)
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