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1. Executive summary
1.1. The Proposed Transfer

The Proposed Transferis partof AmTrust Group’s (also referred to as AmTrust) strategy
that all its Italian medical malpractice business, currently written by various group
entities, is transferred to one group entity, AmTrust Assicurazioni SpA (AA) which is
supervised by the Italian regulator IVASS.

Thisinvolves the transfer of Italian medical malpractice business from AmTrust
International Underwriters DAC (AIU) to AA.

Proposed Transfer: it is proposed that AlU’s Italian medical malpractice business
will transfer from AIU to AA pursuant to Section 13 of the Assurance Companies
Act 1909, Section 36 of the Insurance Act 1989 and Regulation 41 of the European
Union (Insurance and Reinsurance) Regulations 2015 (2015 Regulations). The
Sanctions Hearing for the Proposed Transfer is scheduled for 27 July and the Effective
Date ofthe Proposed Transferis 31 July 2020.

Other AmTrust transfers

In additionto the Proposed Transfer, AmTrustis preparing to make further transfers as
part oftheir responseto Brexitand other strategic changes and transactions. Theseare
summarised below:

. The Part VIl transfer of Italian medical malpractice risks (including anon-material
amount ofrelated accidentand health and legal expenses business) from AmTrust
Europe Limited (AEL) to AA and other non-UKEEA risks (excluding Italian medical
malpractice) from AEL to AlU, with a proposed Effective Date of 31 July 2020.

This transfer passed the Directions Hearing stage on 11 March 2020.

= The 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.

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

1.2. My role as Independent Actuary

AmTrust has appointed meto act as the Independent Actuary (IA) for the Proposed
Transfer. The Central Bank oflreland (CBI) has been notified of my appointment.

As IA, my overall roleis to assess whether:

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

The Proposed Transfer will have any materially adverse impacton service
standards experienced by policyholders of AlU and AA.

. Any reinsurer of AlU covering the transferring businesswill be materially adversely
affected. Note that an assessmentofthe impact ofthe Proposed Transferon
AlU’s reinsurers is not strictly required under Section 13 ofthe Assurance
Companies Act 1909. However, | haveincluded this assessmentfor consistency
with the two Part VIl transfers planned by AmTrust Group in the UK, and for which
such an assessmentis required by the UK Prudential Regulation Authority (PRA).

| provided my Scheme Reportforthe Proposed Transfer dated 19 February 2020 ahead
of the Directions Hearing, which was held on 2 March 2020.

The purposeofthis Supplementary Reportis to confirmand/or update the conclusions of
my Scheme Report, based on any material new developments in theinterveningperiod,
ahead of the Sanctions Hearing. This Supplementary Reportshouldberead in
conjunction with 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 19 February 2020 have been as follows:

Proposed Transfer

= The Scheme Reportand other associated scheme documents were presented to
the Courtat the Directions Hearingon 2 March 2020, where approval was received
to start notifications in line with the communications plan.

. 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, AmTrusthas updated its SCR coverageratio and balance
sheet analyses to reflectthis uncertainty. Thisis discussed furtherin later sections
of thisreport.

Reserving

= AlU’s transferring provisions have increased from€223.0m to €279.0m on a gross
of reinsurance basis, and from€50.4m to €84.2m on a net of reinsurance basis,
between 30 June 2019 and 31 March 2020. Thisis discussed in more detail in
section 3.1.

= AA expected to write more business in 2020 than 2019 but the projected volume
has reduced in responseto theimpactof COVID-19. Gross written premiums in
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2019 were €38.1m. The projected volume of business to be written in 2020 is
€83.6m compared to the pre-COVID-19 business plan expectation of€174.2m.
The impactofthis largechange, and other changes since my Scheme Report, are
discussed in more detail in section 3.

IVASS requested an independentreservereview ofthe Italian medical malpractice
portfolios transferring into AAfrom AEL and AlU. | have reviewed the findings of
this report. A summary of this reportis in section 3.1.2.

AmTrust has taken accountingadvice on howto address theimpact of the different
treatments of deductibles on claims between Irish and ltalian accountingrules
(GAAP). A summary of the treatment is in section 3.1.3.

As described in the Scheme Report, AlU commissioned an external regulatory
review of certain aspects ofits business by an independentactuarial consultancy,
including AlU’s reserving processand its governance. This external regulatory
review, which was instigated atthe request ofthe Central Bank of Ireland (CBI),
has been completed.

I have reviewed the findings ofthis reportand AlU Management’s responses to the
recommendations made. A summary of my review s in section 3.1.5.

Capital

AmTrust have updated their projections since my Scheme Reportwas issued to
allow for the impactof the COVID-19 pandemic. The updated projected post-
transfer SCR coverageratios are as follows:

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

Dividend payments from AlU (and AEL and Motors Insurance Company Limited
(“MICL”), a subsidiary of AFSI) and a €5m contributionfrom All (which was paid on
30 June 2020) will be used to supportAA's SCR coverage ratio post-transfer.
Further detail is provided in section 3.2.

The coverageratios for 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), a parentcompany of the 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 coverageratios falling below the risk appetite level for AlU or
AA, | would expect AmTrust to implement management actions to restore the SCR
coverageratio to at least the risk appetitelevel. Given this, | have placed limited
reliance on the NWMA, although the factthat AmTrust's supporthas been
formalised in the agreement does increase policyholder security up to June 2021.



3704200

Page 6 of37

INSIGHT
L PCLARITY
ADVICE

Following privatisation, AFSIno 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.

Policyholder communication and other

1.4.

AlU has communicated with policyholdersand placed notices in various
publications inline with the communication plan outlined in my Scheme Report.

There have been no objections to the Proposed Transfer as at 21 July 2020.

Following an applicationforalicencein San Marino, AA has received a positive
opinionfrom IVASS which now allows itto conductinsurance activity in San
Marino. AA is nowengagingwith the San Marino Insurance Authority to register
the licence.

The CBl 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); and

e Class 15 — Surety (16 July 2020).

Potential impact of COVID-19 on the Proposed Transfer

The uncertainty around theimpactofthe COVID-19 pandemicis expected to continue

until the Effective Date ofthe Proposed Transfer and beyond. AmTrusthas considered
the exposure of its Italian Medical Malpractice portfolio, and its wider business, to the

pandemic.

As ltalian Medical Malpractice policies areissued on a claims-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, though limited credithas

been taken forthis 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. AmTrusthavereceived a legal opinionon
thisissue. Although AmTrust’s view is that COVID-19 will be included within Article
1912, the legal opinionis notdefinitive on this issue 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 notbe resolved before the Sanctions Hearing. In the event COVID-19
isnotincluded, AmTrustare more exposed to the potential risk of COVID-19 related
claims. However, | believe the impactofsuch claims will be mitigated by the points |
made earlier. AmTrust haveconsideredtheimpactofa reserve stress scenario in the
event that claims experienceis worse than expected, whether dueto COVID-19 or other
factors.

I have notconsidered taking independentlegal advice on this issue, as | do notthink that
this would give any more clarity of the likelihood of COVID-19being included in Article
1912 ornotat this stage.

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 shorttermto have a material impact on policyholders

AmTrust has also considered the potential impactof COVID-19 in its updated capital and
balance sheetprojections on Day 0 and Day 1 of the Proposed Transfer. Thisis
discussed 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 19 February 2020:

. Updated booked provisionsas at 31 March 2020;
= Recent claims experience and claimreserve movements;
. Updated SCR coverageratios and balance sheet projections;

. The results ofthe independentreservereview requested by IVASS;
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Discussions with AmTruston theimpact of COVID-19 on the Proposed Transfer,
including operational challenges;

Accounting adviceon theimpactofthe differing treatmentof policy deductibles
between Irish and Italian GAAP; 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 four perspectives:

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

B: “Transferring Policyholders”, ie AU policyholders who will transfer from AlU to
AA as a resultof the Proposed Transfer.

C: “AA Policyholders’, ie any policyholders of AA at the time of the Proposed
Transfer who will remain with AA.

D: Reinsurers whose contracts with AlU are transferring to AAas part ofthe
Proposed Transfer.

My overall conclusionsare unchanged fromthose setout in the Scheme Report.

A: Non-transferring Policyholders

| have concluded that the security provided to Non-transferring Policyholders will

not be materially adversely affected by the Proposed Transfer.

Summary rationale:

The SCR coverageratio for Non-transferring Policyholdersis expected to increase
from 154% to 172% after the Proposed Transfer. |do notconsider the security
providedto these policyholders to be materially adversely affected as AlU will be a
more well-capitalised insurer post transfer with acoverageratio in excess ofits risk
appetite.
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. 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 formula basis is
supported by consideration of stress scenarios including theimpactofa recession
and reinsurer default.

. The approach and methodology used to calculateinsurance provisions and the
level of reserves held by AlU are supported by my own independentprojections.

. Further supportis provided by theresults of an independent external reserve
review, a second independent external regulatory review and a third independent
review ofthe transferring medical malpractice p ortfolio.

. AlU has no plans to changetheapproachforhowinsurance provisions are set.

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

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

Summary rationale:

= AlU is notplanning any material changes to how the non-transferring business is
carried out.

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

B: Transferring Policyholders

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

Summary rationale:

= The SCR coverageratio forthe Transferring Policyholders is expected to decrease
from 154% to 147% as a result ofthe Proposed Transfer. Ido notconsiderthe
security provided to Transferring Policyholders to be materially adversely affected
by this decrease as AA’'s coverageratio will be towards the upper end of the
sufficiently capitalised band as defined in my Scheme Report. In addition, the
coverageratio isin 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.
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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, includingreserve deterioration and reinsurer default.

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

AmTrust has confirmed thatthe transferring policies will continue to be reserved for
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 is provided by theresults ofan
independentreview of the transferring medical malpractice portfolio.

The Solvency Il prudential regulation framework will continue to apply to the
transferring business post-transfer.

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

Summary rationale:

AmTrust is notplanningany changes to how the Transferring Policyholders are
serviced following the Proposed Transfer.

C: 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 of the 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 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.

AA has no plans to changethe approach for how insurance provisions are set.
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. The future reserving processand governance for AA will be materially unchanged
post-transfer.

. Further supportforthelevel of reservesis provided by theresults ofan
independentexternal reservereview ofthe AEL and AlU medical malpractice
portfolios transferring to AA.

I 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 how the business is carried out.

. There are no plans to change how AA Policyholders are serviced following the
Proposed Transfer.

Reinsurers

| have concluded that reinsurers of AlU who provide cover for the transferring

business will not be materially adversely affected by the Proposed Transfer.

AlU has two main livereinsurance policies protecting the transferring business, aquota
share arrangementwith AmTrust International Insurance (All) for business written after

1 January 2019, which is fully collateralised, and a quota share arrangement with Swiss
Re for business written after 1 July 2019.

There are also two expired quotashare arrangements (i) with All (for business written
priorto 1 January 2019) and (ii) with Maiden. The Maiden quotashare is fully
collateralised and the All quota shareis partially collateralised: €132min security has
been set aside, which builtup over 2019 and is reported to the CBI on a quarterly basis.
There is also reinsurance cover from a specific quota share policy and specific excess of
loss policy.

Maiden re-domesticated from Bermuda to Vermontin the United States in March 2020
with approval fromthe Vermont Department of Financial Regulation. Re-domestication of
areinsurer to a non-Solvency Il equivalentterritory would, all else being equal, lead to an
increasein AlU’s SCR and a therefore a reduction in its SCR coverage ratio.

Maiden has agreed an endorsementto its contract with AlU such that Maiden must
provide additional collateral equal to the greater of (a) 120% of the exposure amount of
the liabilities, and (b) such additional collateral needed to ensure the SCR is at the same
level as it would have been priorto any re-domestication. Therefore, thereis no adverse
impacton AlU’s SCR pre-or post-Transfernoron their SCR coverage ratio.
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The protection provided to the Transferring Policyholdersfromthe reinsurance cover will
transferto AA.

Summary rationale:

. Exposure to claims faced by AlU's reinsurers will notchange following the
Proposed Transfer.

. Reinsurers will continue to be required to pay out the same claim amountsin
respectof the same events as before the Proposed Transfer.

Further details on my overall conclusions, and other supportinginformation, are set out
in thisreportand my IE report.

Confirmation of factual correctness

This reporthas been reviewed by AlU and AA and each has agreed the reportis correct
in terms of all factual elements of the Proposed Transfer.
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2. Introduction
2.1. Background

Any transfer of business carried outby one Irish authorised insurance company to
another Irish or EEA authorised insurance company is governed by Section 13 of the
Assurance Companies Act 1909, Section 36 of the Insurance Act 1989 and Regulation
41 ofthe European Union (Insurance and Reinsurance) Regulations 2015.

Under Section 13 of the 1909 Act, any scheme that provides for atransfer,in wholeorin
part, ofthe business of an Irish authorised insurance companyto another Irish or EEA
authorised insurance companyrequires prior sanction ofthe High Court. The Courtwill
considerthe scheme on the basis ofa petition brought by the Boards of Directors of both
the transferor (AlU) and transferee (AA) companies. Whilstnot mandatory for anon-life
transfer, such as the Proposed Transfer, in practice the petition is accompanied by a
reporton the terms of the scheme by an Independent Actuary (lA).

AmTrust nominated Stewart Mitchell (Ior me) of Lane Clark & Peacock LLP (LCP, we, or
us) to act as the IA forthe proposed insurance businesstransfer scheme (the Proposed
Transfer) of certain insurance business from AlU to AA. The Proposed Transferis
intended to be effected on 31 July 2020 (the Effective Date).

The Scheme Reportwas issued on 19 February 2020 and was presented to the Courton
2 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 since the 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 of this report.

The use of

“I”, “me” and “my” in this reportgenerally refers to work carried outby me or
by the team operating under my directsupervision. 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 under the 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 for the purpose ofaccompanying the
applicationto the Courtin respectofthe proposed insurance businesstransfer scheme
described in this report, in accordance with Section 13 ofthe Assurance Companies Act.
The Supplementary Reportis notsuitable for any other purpose. The Supplementary
Reportmust be read in conjunction with the Scheme Reportof 19 February 2020.

A copy ofthe Supplementary Reportwill be sentto The Central Bank of Ireland (CBI)
and will accompany the evidencefiled in Courtatthe Sanctions Hearing.

Thisreportis appropriate only forthe purpose described above and should notbe used
foranything else. No liability is accepted orassumed for any use of the Supplementary
Reportforany other purposeotherthan thatset out above.

2.4. Reliances

I have based my work on the data and otherinformation made available to me by
AmTrust, AlU and AA. Appendix 1containsalistofkey data and otherinformationthatl
have considered. Ihave also held discussions with the relevant staff of AlU, AA and

theiradvisors.

I have used a combination ofdataas 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 coverageratios which includes the
impactof the COVID-19 pandemic. AmTrusthas confirmed ithas made me aware ofall
material developments thatwould affect my conclusions.

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

. AlU and AA will submit witness statements to the Court stating thatall information
providedto me is correctand completein all material aspects.

" AlU and AA have each provided a Data Accuracy Statement confirmingthatthe
data and information provided to meregarding the Proposed Transfer are accurate
and complete.

" AlU and AA have each confirmed to me that there have been no material adverse
changes to thefinancial position of AlU or AA since thatinformation was provided
to me.
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. AlU and AA haveread this Supplementary Report, and each has agreed that it is
correctin terms ofall factual elements ofthe 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 doubtthatitis
materially appropriate for meto rely on theintegrity ofthe information provided for
thisreport.

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

I have notneeded to take any third-party legal advice on any aspects ofthe Proposed
Transfer. AmTrust has confirmed thatithas received no specific legaladvicerelevantto
my role as |A 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 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 independent peer review prior to its publication. This
peer review has been undertaken by Declan Lavelle FSAlI who is a Partner at LCP and
has appropriate experience and expertise to act as the peerreviewer ofthis reportand
acted as the lA forthe AIU to LMIE transfer.

2.6. Materiality

The UK Financial Reporting Council considers that matters are material if they could,
individually or collectively, influence the decisions to be taken by users of the actuarial
information. Itaccepts thatan assessmentofthe materiality is a matter of reasonable
judgementthat requires consideration ofthe 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
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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. Forexample, to make
the reporteasierto read, | havenotincluded all the details thatwould normally be
included in aformal actuarial report, such as details ofthe methodologies and
assumptions underlyingthe 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 ofpolicyholdersoron any reinsurers covering transferring business,
it has been necessary for me to exercise my judgementin the lightoftheinformationthat
I 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, | have provided therationale 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 IA 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 whether any ofthe updated analysis or information 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 |A are set out in section 4 of the Scheme Report.

3.1. Step 1: Assessing the provisions of AlU and AA

As IA, my overall assessments related to reserving are:

= whether an appropriate level of provisionsis maintained for Non-transferring,
Transferring 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 section 5ofthe Scheme Report, based on data
and provisions as at 30 June 2019. | have been provided with updated dataand
provisions as at 31 March 2020 and an update ofany material changes to provisions
since 30 June 2019.

Summary of GAAP booked provisions for AIU at 31 March 2020

Non-transferring AlU 677.9 156.2
Transferring to AA 279.0 84.2
Total AlU 957.0 240.3

Source: AlU, figures include Outstanding claims, IBNR and UPR (excluding ULAE and
DAC overriding commission)
The corresponding table in the Scheme Report is within section 5.5

The gross and nettransferring provisions have increased between 30 June 2019 and

31 March 2020, due to both an increasein business volumes over the period and
deterioration in thereserves for some ofthe poorer performing accounts. The proportion
of the transferring provisions to the total pre-transfer provisions, netofreinsurance,
increased fromc.28% as at 30 June 2019 to c. 35% as at 31 March 2020.

The ltalian medical malpractice business transferring from AlU to AA is significantly
greater than AA’s existing provisions as at 31 March 2020. Itis approximately seven
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times AA’s existing provisionson agross ofreinsurance basis, and threetimes on a net

of reinsurance basis, highlighting the significance of this transferring portfolio to AA.

3.1.1. Updated independent projections

I have performed my own updated independent projections ofthe total Italian Medical
Malpractice portfolio across AEL and AlU since my Scheme Report. My projections
were based on claimtriangles as at 31 December 2019 provided to me by AmTrust.

| derived my own development patterns based on this dataand supplemented this with
wider benchmark data to inform my tail selections. lused a number of widely accepted
actuarial methods and derived expected loss ratios for the more recent underwriting
years based on averages across the more developed prior underwriting years.

My estimate ofgross ofreinsurance claims reserves was c. 1% lower than the aggregate
of AEL and AlU’s gross actuarial bestestimates. There is a large amount of subjectivity
around the selection of assumptions, but| consider the difference of c. 1% to be well
within arange of reasonable best estimates, especially for aclass 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 AlU and AEL to AA. This analysis was performed on an
Italian GAAP basis, gross ofreinsurance and netofdeductibles, on data as 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 aproxy for the true difference as AmTrust's estimate was on a
UK GAAP basis whilsttheindependent estimate was on an Italian GAAP basis.

However, | believe this is stillareasonable and proportionate comparison to make and
the small differenceis well within what| consider to be a reasonablerange around the

best estimate reserves.

The independent valuation was performed again on 31 December 2019 data. The
independentestimate of reserves for the Hospital portfolio was lower than AmTrust’s but
notmaterially so, less than €10m.
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3.1.3. Treatment of deductibles under Italian GAAP

Currently, AmTrust medical malpractice policies are written with self-insured retentions
ordeductibles paid by theinsured. However, a large portion ofthe business transferring
to AA was written with the deductibles paid upfrontby theinsurerto injured parties and
then recovered fromthe insured. Under Italian GAAP, creditcan only be taken for policy
deductibles oncethe underlying claim has been paid. This will lead to an increasein
provisions when the medical malpractice business transfers from AlU to AA.

AmTrust has soughtaccountingadviceon thisissue and its 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 assetbased on the
auditor’s interpretation ofthe relevant Italian standards (OIC 4 and OIC 24).

The differencein the treatment of deductibles is a GAAP issue. It hasnoimpacton a
Solvency Il basis and therefore no impacton the Solvency Il Technical Provisionsnor
the projected SCR coverageratios for AA.

The impacton the new business being written in AA is notexpected to be as significant
as forthe transferring business sinceitis 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 valuation arising on the new business written in AA will be covered
through areinsurance agreementwith All. Deductibles are usually paid within a few
months but, under this agreement, All will cover any deductible receivables which are
notpaid by the hospitals after two years.

3.1.4. AA reserving policy

I have reviewed AA’'s updated reserving policy. ltdemonstrates that AA’'s reserving
approachisin linewith thatof AlU. | have concluded thatthe transferring policyholders
from AlU to AA will notbe materially adversely affected by the reserving aspects ofthe
Proposed Transfer.

I have not performed aseparate analysis of AA’'s existing provisions onthe basis that:

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

. AA’s reserving process is the same at that for AlU and AEL.
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3.1.5. 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
concludedthatthey were broadly fitfor purpose. Some ofthe recommendations
made in the review revolved around making more use of available information 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 of resourcein AlU’s Actuarial
Function, which affects its ability to deliver on its wider responsibilities, beyond
core actuarial reserving. Thereportmade a number of high and mediumlevel
recommendations arising fromthis. AlUhas employed two additional staffin the
Dublin officein 2019 to help address theserecommendations. In addition, AlU
will be improvingits overall documentation as a priority during 2020.

The external report provides 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 thatmy conclusionsremain unchanged fromthe Scheme Report. In
summary:

I have concluded that an appropriate level of provisions will be maintained for the
Non-transferring, Transferring 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 AIU and AA
As IA, my overall assessments related to capital are:

. whether the projected capital requirements have been calculated appropriately for
Non-transferring, Transferringand AAPolicyholders;

. whether there are expected to be any material adverse changes in the strength of
capital protectionforany group of policyholders (I have assessed this by
comparing the projected SCR coverageratios 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.
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These assessments were considered in section 6 ofthe Scheme Report.

Projected SCR coverage ratios

The following tables set outthe SCR and coverageratios for AlU and AA 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 lightofthe COVID-19 pandemic. As such, the coverageratios
quoted in this reporthave changedsincethoseincludedin my Scheme Report. | have
included lasttime’s figures in brackets in the tables below.

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 260.4 (270.1) 233.8 (240.5)
SCR 169.2 (168.4) 136.0 (160.6)
SCR coverage ratio 154% (160%) 172% (150%)
Source: AlU.

The corresponding table in the Scheme Report is within section 6.10

Note, consistentwith theresults in the Scheme Report, the table above shows the
expectation thatboth parts of the transfer from AEL to AlU and AEL to AlU and the
Proposed Transfer proceed on the Effective Date. In the event that that the AEL to
AlU/AA transferdoes notproceed as planned, AlU is still projected to have a 140% SCR
coverageratio through the Net Worth Maintenance Agreementwith AFSI, a parent
company of AlU.

Since the projections inmy Scheme Report, the Day 0 projected SCR coverage ratio for
AlU has decreased from 160% to 154%. This decreaseis due to a drop in projected
own funds and small increasein SCR as a result of changesin AlU’s business plan
including theimpactofthe COVID-19 pandemic.

At Day 0, AlU’'s SCR coverageratio is projected to be above AlU’s risk appetite level and
at thelower 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
Reportand isin 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.
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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-life underwriting risk leads to a greater level ofdiversification
between other risks.

AlU’s SCR coverageratio is projected to remain above AlU’s risk appetite of 140%
followingthe transfer outofthe Italian medical malpractice business to AA (and transfer
in ofthe AEL business). Amtrust has committed to maintain AlU’s SCR coverageratio at
140% in the eventthat the AEL to AIU transfer does notcomplete.

Own funds decreased driven by the lower post-transfer SCR coverage target of 140% of
140% compared to 150% previously. ltis projected to remain at 140% following the
transfer out of Italian Medical Malpractice business to AA and whether or notthe transfer
into AlU of the AMIL business and/orthe non-UKEEA business from AEL takes place.

AA — 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 59.2 (124.0) 256.5 (332.4)
SCR 39.6 (85.5) 174.9 (222.0)
SCR coverage ratio 150% (145%) 147% (150%)
Source: AA.

The corresponding table in the Scheme Report is within section 6.10

Since the projections in my Scheme Report, Day 0 own funds for AA have reduced from
€124.0m to €59.2m whilstthe SCR has decreased from €85.5m to €39.6m. Although
AA’s Day 0 SCR coverageratio is still projected to be above the targeted risk appetite of
145%, the movements between the two sets of projections are significantand are
attributable to:

. lower business volumes expected to be written in 2020 compared to previous
expectations (€84m compared to €174m) which significantly reduced the projected
level of own funds. Thelower volumeis dueto renewing policies being written into
AlU (and AEL) until the Proposed Transfer, rather than into AA as was originally
planned;
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3704200 = the placementofan excess of loss reinsurance arrangementon the medical
malpractice professionalindemnity business which significantly reduced
Page 23 of 37 catastropherisk and the SCR;

. technical provisionsare projected to be lower (€40m compared to €54m on a gross
of reinsurance basis), operationaland reserverisk also reduce and so does the
SCR; and

. lower market risk following managementaction to move all investments into less

risky Governmentbonds.
The excess ofloss arrangementfor AA includes two elements:

. €15m in excess of €5m claim by claim cover; and

. €15m in excess of €10m for aggregate net losses on claims greater than €5m.

The impactofthe excess of loss arrangementis modelled in the Solvency Il standard
formula template for cat risk mitigation and then projected forward over 12monthsin
proportion to netearned premium.

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 closer to 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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3704200 Movement in Solvency Il Balance Sheets

The following tables summarise the movements in AlU and AA’s assets and liabilities on

Page 24 of 37 their Solvency ll balance sheets between Day 0 and Day 1. It shows the movement due

to each part ofthe transfer and the re-distribution of funds through dividend payments.

AlU

AEL to AlU to Dividend

AlU AA
transfer  transfer
Total Assets 1,293.1 149.8 (351.2) (40.0) 1,051.8
Total Liabilities 1,032.7 136.5 (351.2) 818.0
Own Funds 260.4 13.4 0.0 (40.0) 233.8
SCR 169.2 136.0
SCR coverage ratio 154% 172%

The SCR coverageratio of AlU resulting fromthe transfers increases from 154% to
197% (own funds €273.8m, SCR €139.2m). Thisthen decreases to 172% following the
dividend paymentto All of €40m.

AA

AEL to AlU to Dividend
AA AA

transfer transfer

Total Assets 131.2 591.5 358.6 200.0 1,281.3
Total Liabilities 72.0 622.7 330.2 1,024.9
Own Funds 59.2 (31.2) 28.4 200.0 256.5
SCR 39.6 174.9
SCR coverage ratio 150% 147%

The SCR coverageratio of AA resulting from the transfers decreases from 150% to 36%
(own funds €56.4m, SCR €158.8m). Thisthen increases to 147% followingthere-
distribution offunds of€200m.
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3704200 Note that across all AlU and AA combined, a surplus of€10.6m (€13.4m less €31.2m
plus €28.4m) arises from the following differences in valuations between entities:
Page 25 of 37
. differentloadings in technical provisions eg events notin data (“ENID”) and gross
expenses, and also in the treatment 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 29.
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3704200 Scenario analysis

AmTrust has updated its analysis of projected SCR coverageratios to reflectchanges in
Page 26 of 37 its business plan, particularly in light ofthe COVID-19 pandemic. Thereremains
considerable uncertainty regarding theimpactof COVID-19 and AmTrust have

considered various scenarios to illustrate this.

Amtrust have considered ascenario for AlU which reflects an extreme recession
including theimpactofthe COVID-19 pandemic on the classes ofbusiness exposed to

such arecession.

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
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 the insurance performance of the 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 AlU,

assuming no managementaction, is setout below.

AIU — Extreme recession scenario

AlU Day0 - AIUDay1- AIUDay0- AIUDay1 -

Base Base Stress Stress
Total own funds eligible to meet SCR 260.4 233.8 213.0 148.6
SCR 169.2 136.0 186.3 161.3
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 thelevel of own funds and
increasein the SCR. On Day 1 it falls to 92% followingthelargerreductionin level of
own funds relative to the SCR. In this scenario Non-transferring Policyholders are worse
off following the Proposed Transfer. This is due to the more material impactthat COVID-
19 is expected to have on the business transferring in from AEL than the Italian medical
malpractice portfolio transferring outto AA. However, AlU would still be able to pay
claims as they arise even though the coverageratio has dropped below 100%, since
own funds are still positive.
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Forreasons setoutin section 1.4, AmTrust expectthe COVID-19 impact on the Italian
medical malpractice portfolio to be limited, though this is likely to be affected by legal
and/or political judgements around which thereis still significantuncertainty.

AA — Severe reserve deterioration

AA is exposed to therisk that the level ofreserves in the AlU (and AEL) Italian medical
malpractice portfolioswhich transfer into AAdeteriorate. | asked AmTrust to considera
severe reserve deterioration for AA where reserves increase by 40%.

Total own funds eligible to meet SCR 59.2 256.5 53.6 134.2
SCR 39.6 174.9 40.8 220.2
SCR coverage ratio 150% 147% 132% 61%

Underthis scenario AA’s Day 0 SCR coverageratio is projected to reduce to 132%
compared to the base scenario of 150%. If this scenario were to 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.

| 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 more recentyears. | believe
that a further deterioration 0f40% across all years, combined with theimprovements
being made to the case reserving processes to reduce therisk of unexpected future
deteriorations, to be unlikely. lalso notethateven after such a deterioration, AA
maintains own funds of€134m and itwould take an even largerreserve deterioration
before claims could notbe paid le before own funds are completely depleted.

As noted earlier, 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 there is still
significantuncertainty. Also, there are potential benefits fromreduced exposure and
claims frequency due to the impactofthe COVID-19 pandemic which AmTrusthave
taken no creditforin their projections ofthe reserves.

Even in the severe reserve deterioration scenario claims would still be able to be paid.
As such, | havenotconsidered an explicit COVID-19 scenario given the results 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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3704200 investments into less risky Governmentbonds has meanttheimpactof a COVID-19
asset stress is notexpected to be material.

Page 28 of 37
Reinsurer default scenarios

Given thelevel ofreinsurance protectionthat AlU and AA (and AEL) have, therisk of
reinsurer defaultis a key uncertainty facing policyholders. |asked AmTrust to consider
scenarios where there are no reinsurance recoveries from All, a key reinsurer, but no

haircuton the collateral backing the reinsurance on both apre- and post-transfer basis.

AlU
€m AlUDay0- AlUDay1- AlUDay0- AIUDay1-
Base Base RI default RI default
Total own funds eligible to meet SCR 260.4 233.8 61.8 98.6
SCR 169.2 136.0 198.5 142.6
SCR coverage ratio 154% 172% 31% 69%

Given AlU’s significant reinsurance protection arrangementwith All, this scenario leads
to a material reduction in AlU’s SCR coverage ratio from 154% to 31%. Post-transferthe
SCR coverageratio is higher at69% given the greater reinsurance coverage on the
business transferring outto AA than the business remaining in, and transferring into,
AlU. Therefore, under this scenario, AlU Policyholders are better offfollowingthe
Proposed Transfer.

AlU is exposed to therisk of All default and also therisk of failure of its new quotashare
arrangementof US sourced lines of business with an AmTrust US company. On the
basis that AlU’s exposure to All default is greater, approximately 60%, the reinsurer
default scenarios only consider the default of this entity.

If the new quota share arrangementwas to also default, this would lead to the insolvency
of AlU. | considerascenario where both reinsurers defaultto be very unlikely.

AA

AA Day 0 - AA Day 1 - AA Day 0 - AA Day 1 -

Base Base RI default RI default
Total own funds eligible to meet SCR 59.2 256.5 59.2 114.7
SCR 39.6 174.9 39.6 291.6
SCR coverage ratio 150% 147% 150% 39%

AA has noreinsurance exposure to All prior to the transfer. As a result, thereis no
changein its SCR coverageon Day 0. However, upon transfer of business in fromAlU
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(and AEL), the exposureincreases leading to areduction in the SCR coverage ratio from
150% to 39% in the eventof default of All. Therefore, in this scenario AA Policyholders
are worse off followingthe Proposed Transfer. However, forreasons previously stated, |
believe the likelihood of All default to be low.

| consider the defaultof 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 recession scenario, Non-transferring Policyholders are better off post-
transfer.

Under the severereserve deterioration scenario, AA Policyholders are worse off post-
transfer.

Under the reinsurer default scenario analysis, the Non-transferring Policyholders and the
Transferring Policyholders are better off post-transfer, whilstthe AA Policyholdersare
worse off.

Whilstsome policyholders are better off and others worse offunder 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 thatpolicyholders are not materially disadvantaged
underthese scenarios.
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Summary of capital movements

To supportthe Proposed Transfer (AlU to AA) and the AEL to AlU and AEL to AA
transfer, excess capital within AEL and AlU will be paid outas a dividendto All, subject
to regulatory approvals, plus contributions from other subsidiaries 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, AlU 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 fundingrequirements 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.

This is 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)

€160m

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

(Ireland) (Al l

: €5m AA
————————————— » (Italy)

The €200m contributionto AAis splitas follows:

] €135m —viaa dividend from AEL to AIL to All;

= €25m — a portion ofthedividend already made to AL by MICL which will be paid
as adividendto All; and

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

AmTrust’s projectionsindicate that additional capital will be required to supportAAand
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.
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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 relianton reinsurance protection which necessitates additional capital
support. AAis also growing slowlyover time 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 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 and coverage ratios for Policyholders

. Non-transferring Policyholders — AlU’'s SCR coverageratio increases from
154% to 172% post-transfer. As such, my view is that that these policyholderswill
be materially adversely affected by the Proposed Transfer.

. Transferring Policyholders — these policyholders will move from AlU with a
coverageratio of 154% to AA with a coverageratio of147%. Given the small
decreasein coverage, | do notbelieve these policyholders will be materially
adversely affected by the transfer.

. AA Policyholders — AA’s SCR coverage ratio decreases 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:

= The projected capital requirements have been calculated appropriately for
Non-transferring, Transferring 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.
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3704200 3.3. Step 3: Assessing overall policyholder security

As IA, my overall assessments related to policyholder security are:
Page 32 of 37

= whether the likelihood of valid policyholder claims being paid is maintained
followingthe Proposed Transfer for Non-transferring, Transferring and AA
Policyholders; and

= whether any changein policyholder security results in policyholdersbeing

materially adversely affected by the Proposed Transfer.

These assessments were considered in section 7 of the Scheme Report.

GAAP balance sheet projections
The table below shows simplified balance sheets for AlU and AA pre- and post-the

Proposed Transfer.

post-the Proposed Transfer (€Em
AlU €m AA €ém AlU €m

GAAP balance sheets of AIU and AA

[DE A [DE A Day 1
Investments and cash 399 68 286 541
Deferred acquisition costs 40 10 38 26
Reinsurers recoverables 741 27 647 596
Insurance and int. receivables 97 17 84 32
Other assets 337 20 299 70
Total Assets 1,614 141 1,353 1,264
Technical provisions 1,010 63 844 916
Technical creditors 202 24 183 45
Other liabilities 78 3 76 7
Total Liabilities 1,290 90 1,104 968
Total Equity 324 51 249 296

Source: AmTrust.
The corresponding table in the Scheme Report is within section 7.2

As expected, given the Proposed Transfer, the key movements in the balance sheet for
AlU are the reduction in technical provisions, together with the corresponding reduction
in reinsurance recoverables, and thereduction ininvestments and cash. Thereduction
in AlU’s balance sheet reflects that business transferring outto AA is more significant
than that transferring in from AEL.

AA’s balance sheetincreases significantly due to thereceiptof the transferring AEL
business as well as the AlU portfolio.
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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:

I have concluded that the security provided to the Non-transferring, Transferring
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 plan were considered in section 8 ofthe
Scheme Report.

Communications plan

AlU has communicated with policyholdersin line with the original communications plan.
| believe the communication strategy to be appropriatein ensuringtherelevantparties
are adequately notified ofthe Proposed Transfer.

No communications have been received from policyholders as at21 July 2020.

Objections

The key aspectof the update on policyholder communicationsis for me to consider any
objections to the Proposed Transfer. As of21 July 2020, no objections to the Proposed
Transfer had been received.

AlU has notified all reinsurers whose contracts of reinsurance will be transferring to 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. In summary:

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

I 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 ofthe pandemic continues, any
operational issues are likely to emerge over the shortterm as AmTrust’s claims teams
adjustto the new conditions. AmTrust does notexpectany operational difficulties which
may arise over the shorttermto havea material impacton policyholders.

Conclusion

Since the 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 Non-transferring,
Transferring and AAPolicyholders 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 Non-transferring Policyholders will not be materially
adversely affected by the Proposed Transfer. No material impact on service
standards is expected for Non-transferring Policyholders following the
Proposed Transfer.

= 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 AA Policyholders will not be materially adversely
affected by the Proposed Transfer. No material impact on service standards
is expected for AA Policyholders following the Proposed Transfer.

. Reinsurers of AlU who provide cover for the transferring business will not be
materially affected by the Proposed Transfer.
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4.1. 1A duty and declaration

My duty to the Courtoverrides any obligationto thosefromwhom | have received
instructions or paid for thisReport. I confirmthat| understand my duty to the Court and |
have complied with that duty.

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.

Stewart Mitchell FIA
Partner 21 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 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 Irish High Courtin respect of the insurance business transferscheme described in this report, in accordance
with Section 13 of the Assurance Companies Act 1909. The Scheme Report is not suitable for any other purpose.

A copy of the Scheme Report will be sentto the Central Bank of Ireland and will accompany the Scheme
application to the 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 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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3704200 Appendix 1 — Summary of data provided Appendix 1

Page 37 of 37 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. AlU and AA have each 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 AIU/AA for the Proposed
Transfer, including:

" Draft verifying affidavit — AlU (July 2020)
" Draft verifying affidavit—AA (July 2020)

= Draft sanctions order —July 2020

2, Responses and objections from stakeholders to the Proposed Transfer

. Update on 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 AlU and AA (July 2020)

= Paper and scenarios on theimpact ofthe COVID-19 pandemic

= Results of updated reserve review requested by IVASS

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

. SCR coverage ratio calculations for AlU and AA (July 2020)

= Paper describing capital projections to supportthe AmTrust transfers
(July2020)

= Draft Net Worth Maintenance Agreements (July 2020)
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