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EXECUTIVE SUMMARY

Group’s Background and Business

The Board of Directors would like to bring to the attention of the readers that the Argo Group
SFCR/RSR does not materially differ from the Solo RSR. This is due to the fact that the only two
companies within the Group is the insurance holding company (ArgoGlobal Holdings [Malta] Limited)
and the Insurance undertaking {ArgoGlobal SE).

The Insurance Holding company solely hold shares in the Insurance undertaking that is ArgoGlobal
SE. No trading takes place within the insurance holding company except that of holding shares in the
sole subsidiary which is ArgoGlobal SE.

This section "Group SFCR/RSR Report” discloses any material transactions which were not disclosed
in the RSR and covers additional requirements that fall within the scope of Group supervision and
disclosure relating to the Group. Where there are no material changes reference is to be made to
the Solo disclosures in the attached document, Sections A to E.

ArgoGlobal SE (AGSE) was authorised by the Malta Financial Services Authority (MFSA) on the 12
December, 2011, to expand Argo Group’s reach into Continental Europe. AGSE is authorised under
the Insurance Business Act {Cap 403) to carry on the business of insurance restricted to risks outside
Malta in the following classes of business.

In Q3 2020 Argo took the decision to place ArgoGlobal SE (AGSE) into run off. Following the
decision, the MFSA were notified and a run-off plan prepared.

The application to withdraw licenses for the classes that AGSE was previously authorized to write
was made in line with the run-off plan. Policies expiring beyond 2022 relate to Surety and
Professional Lines {POSI, run-off-endorsements, etc.)

A run-off plan was separately prepared for the Swiss Branch and submitted to FINMA in July 2021.

On 20 December 2021 a sale to Riverstone was announced.
Classes of Business of Insurance

¢+ C(lass 1 — Accident

e (Class 2 —Sickness

e (lass 3 -~ Railway Rolling Stock

o C(lass 6 —Ships

s Class 7 — Goaods in Transit

& Class 8 — Fire and natural forces

s C(Class 8 — Other damage to property
s Class 12 — Liability for Ships

s (Class 13 — General liability

s (Class 15 — Suretyship

s (Class 16 — Miscellaneous financial loss
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System of Governance

The organisational structure of the Company is aimed at supporting the strategic objectives and
operations of the Company. The structure is made up of various committees and functions the
Company has in place to ensure good governance of the Company. The Company’s organisational
structure has been designed to maximise the Board's resources and to instil the principles of the
three lines of defence within the organisation.

Directors
During the year ended 31 December 2021, the Directors of AGSE were:

e Mr Clive Chipperfield

*  Mr Hermann Mitterlechner

& Ms Katie McGregar

e Mr Matthew Harris — resigned on 9" August 2021
s Mr Anthony Kavanagh

Company Secretary

¢ Dr Edmond Zammit Laferla

Outsourced Activities
The Company has identified the following functions as key functions, which are outsourced:

* Insurance management —located in Malta
» Compliance Function — located in Malta

Business Model and Financial Performance

For the 2021 financial year gross premium of EUR 17.7m was written. With the decision in 2020 to put
the business into run-off, premium production was mainly from one binder renewal in the accident
and health class, along with contracted renewals in Surety. Operating costs have materially reduced
across all areas, which is in line with expectation as the business downsizes. The cost of brokerage for
Argo Global SE was 25.3% {2020: 30.8%).

During the year, the Company had positive loss experience on prior year reserves. This has been a key
contributor towards the profit recorded in the current financial year.

During 2021, the Company made a gain of EUR 1.3m (2020: a loss of EUR3.9m). As at 31 December
2021, total equity amounted to EUR 21.7m (2020: EUR20.8m).
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Mrober Args G

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 Decamber 2021

Note 2021 2020
EUR ‘000 EUR 000
Technical Account - general business

Gross premiums written 10.1 12,671 72,091
Outward reinsurance premiums 10.1 16,198 - 65,969
Nat premiums written 1473 6,122
Change in the gross provision for uneared premiums 15,90 2,568
Change in the provision for unearned premiums, reinsurers’ share 18,612 - 2,506
Change in provision for unearmad premiuem 1,308 62
Esrned premiums net of reinsurance 15 2,781 6,184
Commission Income B,604 20,818
Allocated investment return transferred from the non-technical accou ? 68 4
Total Technical Income 11,453 27,006
Gross claims paid 46,360 - 49,509
Reinsurers’ share 42537 44,851
Net claims paid - 3023 - 4,658
Change in provision for claims:
Gross amount 10.2 34,790 - 36,313
Reinsuters’ thare 10.2 - 31,272 34,822
Net change in provision for claims 3518 - 1491
Clalms incurred net of reinsurance - 305 - 6,149
INeI operating expenses 4 9,598 - 24,133
Total Charges - 9,903 - 30,282
Balance on Technical Account - General Business 1,550 - 31,276

Valuation for Solvency Purposes

The variance between IFRS Capital and Salvency Il Eligible Capital is mainly due to the following
factors:

1. Deferred Commission Income, which follows the same principle as the Deferred Acquisition
Casts, where the deferred income is not considered as an admissible fiability under Solvency
Il valuation base as it would have already been paid by the reinsurers or accounted for
separately.

2. Deferred Acquisition Costs are not allowed in the Solvency Il Balance Sheet as the company
does not expect future benefits / cash flow from this asset.

3. Technical Provisions which, for Solvency It purposes, are discounted using the established
yield curves by EIOPA.
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Capital Management

In assessing its future solvency needs, the Company analysed the capital requirements for each
projected year and whether the eligible capital would continuously comply with Solvency ||
reguiations. In assessing the regulatory capital requirements the Board considered the following
three aspects laid down in the guidelines:

+  The potential future material changes in the risk profile.

* The quantity and quality of its own funds over the whole of its business planning period

* The composition of its own funds across tiers and how this composition may change as a
result of redemption, repayment and maturity dates during its business planning period.

The Company has a simple shareholding structure made up of Tier 1 issued share capital that is 100
percent admissible under Solvency ll. Therefore, there are no planned redemptions, repayment or
maturity dates linked to its share capital. The Company would only obtain share capital from its
Parent if the benefit derived from insuring new risks outweighs the cost of capital to cover that risk.
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1 GROUP’S BUSINESS AND PERFORMANCE

The hoard of directors would like to bring to the attention of the readers that the Argo Group
Sclvency & Financial Condition Report (SFCR) does not materially differ from the Seolo Solvency &
Financial Condition Report. This is due to the fact that the only two companies within the Insurance
Group is the Insurance Holding Company (ArgoGlobal Holdings {Malta) Limited) and the Insurance
Undertaking (ArgoGlobal SE).

The Insurance Holding Company soley holds shares in the Insurance Undertaking that is ArgoGlobal
SE. No trading takes place within the Insurance Holding Company except that of holding shares in
the sole subsidiary which is ArgoGlobal SE.

This section "Group SFCR” discloses any material transactions which are not disclosed in the Salo
SFCR and covers additional requirements that fall within the scope of Group supervision and
disclosure relating to the Group. Where there are no material changes reference is made to the Salo
disclosures in the attached document, Section Ato E.

The companies within the scope of Group Supervision that fall within the scope of the Group
Solvency requirements are:

e ArgoGlobal Holdings (Malta) limited — Insurance Holding Company
e ArgoGlobal SE - Insurance Undertaking

The legal structure of the Insurance Holding Company is that of a limited liability company.

The organisation of the Insurance Holding Company comprise of the Board of Directors as
established by the Memorandum and Articles of Association of the Company. All major decisions
with respect to company strategy with respect to insurance activities are taken at the Insurance
Undertaking level. Please refer to B1 on the organisation structure of the Insurance Undertaking.

The directors of the holding company are:

s  Mr Clive Chipperfield
o  Mr Stephen Portelli

2 GROUP’S SYSTEM OF GOVERNANCE

Since the Insurance Holding Company does not trade, the System of Governance of the Group takes
place at the Insurance Undertaking level. Please refer to the Section B — Systems of Governance.

The Insurance Holding Company has not made use of the option provided in the third sub-paragraph
of Article 264{4} of Directive 2009/138/EC, that is applying to the Competent Authority to undertake
an assessment at the level of the Group and at the level of the Insurance Undertaking at the same
time to produce a single Own Risk and Solvency Assessment (ORSA). As already pointed out above,
the Group ORSA and the Solo ORSA do not materially differ in view of the fact that Group consists of
two companies, due to the immaterial nature of the Insurance Holding Company activities that is
solely to hold shares in the Insurance Undertaking. It should also be noted that there are no
contractual intra-group cutsourcing arrangement in place.
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3 GROUP’S VALUATION FOR SOLVENCY PURPOSES

The bases, methods and main assumptions used at group level for the valuation for solvency
purposes of the group's assets, technical provisions and other liabilities are consistent with those
used by the Insurance Undertaking for the valuation for solvency purposes of its assets, technical
pravisions and other liabilities.

Assets Liabilities Eligible Capital

Group SCR Cover (insurance Holding 177,981,333 158,808,039 i 19,173,294

& Insurance undertaking)

Solo  SCR  Cover [mswrance
Undertaking)

177,839,223 158,724,257 | 19,114,966

4 GROUP’S CAPITAL MANAGEMENT

The method of calculation of the Solvency at the level of the Group has heen carried out in
accordance with Method 1 — Accounting consolidation-based method (default method) in line with
Article 230 of the Solvency Il Directive.

The Insurance Holding Company does not carry out insurance business and therefore the risks
calculated under the standard formula for the purposes of the Group SCR are identical to SCR risks at
Insurance Undertaking level except for the counterparty default risk on the Insurance Halding
Company’s cash and investments. The SCR cover both at Insurance Holding Company and Insurance
Undertaking level is 197%.

% Cover Eligible Capital
Group SCR Cover (Insurance Holding & 197% 9,719,416 19,173,294
_Insurance undertaking)
Sole SCR Cover (Insurance Undertaking) 197% 9,706,158 19,114,966

There are no restrictions with regard to the fungibility and transferahility of owns funds eligible for
covering the Group Solvency Capital Requirement. A full consolidation of data of the Insurance
Holding Company and the Insurance Undertaking was carried out hence no other method of
consalidation referred in Article 336 of EU Regulation 2015/35 has been used. There were no Group
diversification effects that were availed of in view that the consolidation only entailed the Insurance
Holding Company and the Insurance Undertaking.
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A. BUSINESS AND PERFORMANCE

A.1 Business

ArgoGlobal SE is registered and domiciled in Malta as a limited liability company under the Company
Act, 1995, Cap.386 of the Laws of Malta. The Company’s registration number is SE 2. The registered
address of the Company is:

ArgoGlobal SE

Aragon House, Dragonara Road
St Julian’s, 5TJ 3140

Malta

The company is licensed by the Malta Financial Services Authority (MFSA) as an insurance company
in terms of the Insurance Business Act, 1998, Cap.403 of the Laws of Malta.

The MFSA is the supervisary autherity for financial supervision of the undertaking as well as that of
the Malta Group.

The MFSA contact details are as follows:

Ray Schembri — Head Insurance and Pension Supervision
Insurance and Pensions Supervision Unit
Malta Financial Services Authority
Notabile Road

Attard BKR 3000

Malta

Phone: 356-2144-1155

Direct: 356-9911-2350

Fax: 356-2144-9311

Email: rschembri@mfsa.com.mt

Web: www.mfsa.com.mt

Auditors
The independent auditors of the Company are:

Ernst & Young Malta Limited
Regional Business Centre
Achille Ferris Street

Msida MSD 1751

Malta
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Share Capital and Reserves

2021 2020
EUR ‘000 EUR ‘000

Authorised shares:

9,999,999 ‘A’ ordinary shares of EURL each 10,000 10,000

1 ‘B’ ordinary share of EUR1 - -
10,000 10,000

Issued and fully paid:
7,749,999 ‘A’ ordinary shares of EUR1 each 7,750 7,750
1 ‘B’ ordinary share of EURL

7,750 7,750

Shareholders

The immediate parent company of ArgoGlobal SE is Argo Glabal Holdings {Malta) Limited, a company
with registered address at Aragon House Dragonara Road, St Julian’s, STJ 3140, Malta.

The ultimate parent company of ArgoGlobal SE is Argo Group International Holdings Ltd., a company
with registered address at 90 Pitts Bay Road, Pembroke HMO8, Bermuda.

10
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A.2 Business Activities

Company’s strategy, objectives and key business segments.

AGSE Strategy, in line with overall Europe strategy, will be based on four pillars i e Financial, Customer,
People and QOrganization. For the 2021 financial year gross premium of EUR 17.7m was written. With
the decision in 2020 to put the business into run-off, premium production was mainly from one binder
renewal in the accident and health class, along with contracted renewals in Surety

Argo Group International Holdings Ltd. ("Argo”} (NYSE: ARGQO} is an underwriter of specialty insurance
products in the property and casualty market. Argo offers a full line of products and services designed
to meet the unique coverage and claims-handling needs of businesses in two primary segments: U.S.
Operations and International Operations. Argo and its insurance subsidiaries are rated "A-" by
Standard & Poor’s. Argo’s insurance subsidiaries are rated “A-" by AM Best.

AGSE operates as a subsidiary within that group and under the ArgoGlobal brand, AGSE is authorised
and regulated by the Malta Financial Services Autharity (MFSA). In addition it has a branch office in
Cham, Switzerland, regulated by FINMA.

Major shareholders.
See Section Al,
A list of major branches,

ArgoGlobal SE has a branch located in Gewerbestrasse 6 - 6330 Zug/Cham - Switzerland

11
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A.3 Underwriting Performance
Statement of Comprehensive Income

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2021

Note 2021 2020
EUR 000 EUR ‘000

Technical Account = general business

Gross premiums written 10.1 17,671 72,051
Outward reinsurance premiums 10.1 - 16,198 - 65,969
Net pramiums written 1473 6,122
Change in the gross provision for unearned premiums 19,920 1,568
Change in the provision for unearned premiums, reinsurers’ share 18,612 - 2,506
Change in provision for unearned premiums 1,308 62
€arned premiums net of reinsurance 15 2,781 6,184
Commission Income 8,604 20,818
Allocated investment return transferred from the non-technical accou ! 68 4
Total Technical Income 11,453 27,006
Gross claims paid 46,360 - 49,509
Reinsuters’ share 42,537 44 851
Net claims paid . 3,823 - 4,658

Change in provision for claims:

Gross amount 10.2 4,70 - 16,313

Reinsurers’ shace 10.2 31,212 314322
Net change in provision for claims 3,518 - 1,491
Claims incurred net of relnsurance - 305 - 6,149
Net operating expenses 4 9,598 - 24,133
Total Charges - 9,903 - 30,282
Batance on Technical Account - General Business 1,550 - 3,276

12
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A.4 Investment Performance

Permitted investments for the investment portfolio include; Domestic and non-domastic
government and government agency securities, supranational securities, securitized cbligations,
carporate bands and debt, US municipals, bank depaosits and short term money market instruments,
and units in certain collective investment scheme funds.

INVESTMENT INCOME
2021 2020
EUR ‘000 EUR ‘000
Interest income from AFS investments 424 259
Dividend income from AFS investments - -
Amortisation of AFS investments 171 - 201
Realised gain on AFS investments 95 16
Unrealised gain on AFS investments 215
563 74
Allocated as follows:
= Technical account 68 4
Non-Technical Account 495 70
563 74

A.5 Performance of other Activities and Any Other Information

No other material information that merits disclosure.,

13
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B. SYSTEM OF GOVERNANCE

B.1 General Information on the System of Governance
During the year ended 31 December 2021, the Directors of AGSE were:

*

Mr Clive Chipperfield

Mr Hermann Mitterlechner

Ms Katie McGregor

Mr Matthew Harris — resigned on 9™ August 2021
Mr Anthony Kavanagh

Insurance Managers

Marsh Management Services Malta Limited, The Hedge Business Centre, Level 3, Trig ir-Rampa ta’ San
Giljan, Balluta Bay, St Julian's, STJ] 1062, Malta.

The ultimate responsibility for sound and prudent management of the business of the Company shall
rest with its Board of Directors. The following matters are reserved for the Board:

1. Strategy, planning and performance

a) Consider and approve the Company's lang-term objectives and commercial strategy,
taking into account the strategic plans of Argo Group as appropriate;

b) Approve any extension of the Company's activities into new business lines or geographic
areas, or any decision to cease to operate all or any material part of the Company's
business;

c) Approve any extension of the Company's subsidiaries’ activities into new business lines or
geographic areas, or any decision to cease to operate all or any material part of the
Company's or subsidiaries' business;

d) Approve any changes to the Company's capital structure or any significant changes to its
management and control structure;

e) Approve major investments, including the acquisition or disposal of interests of mare than
5% in the voting shares of any company or the making of any takeover offer;

f) Approve underwriting strategies and aligned investment strategies.

Finance

a) Approve the annual operating budget for the Company and its subsidiaries and any
material changes to it taking into account the strategic plans of Argo Group as
appropriate;

b} Approve the expenses, budget and business plan for the Company taking into account
the strategic plans of Argo Group as appropriate;

¢} Approve the key accounting policies or practices applying to the Company taking into
consideration the recommendation of Argo Group’s Audit Committee;

d) Approve the Company's annual financial statements;

e) Approve dividends to the Company’s shareholder;

f)  Approve treasury policies, including foreign currency exposure and the use of financial

14
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derivatives;

g) Approve the opening of bank accounts for the Company and any related mandates;

h) Approve the issue or cancellation of any shares of the Company;

i) Approve material capital projects, contracts or expenditures entered into by the Company
above USS$ 250,000.

Corporate Governance

a) Operational and oversight responsibilities toward sound corparate governance
throughout the organization;

b) Ensure the existence of processes to assess and document the fitness and propriety of
board members, controllers, officers, and third-party service providers, including
insurance managers, auditors, actuaries, and the principal representative;

c) Oversee key operational areas including underwriting and investments and key functions
including risk management, corporate governance, audit, and compliance;

d) Ensure the existence of processes to confirm that key staff members are adequately
skilled, having the expertise in their relevant field and knowledge of policies and
procedures to execute and discharge their duty;

e} Broad business and aperational strategies, and significant policies and procedures
including those surrounding oversight;

f) Review and approval of significant policies and procedures pramoting effective corporate
governance across the organization, including those for risk management and internal
cantrols, internal and external audit, compliance, and actuarial functions;

g) Ensure the existence of clear documentation and regular review of processes regarding
the roles and responsibilities of the board, the chief and senior executives, and key staff
delegated corporate governance responsibilities;

h) Ensure the existence of independent functions, such as risk management, internal audit,
actuarial, and compliance to assist in oversight responsibilities and communication
regarding such matters to the board and / or relevant committees;

i} Ensure the existence of processes regarding the engagement and dismissal of the services
of the chief and senior executives and third-party service providers assisting with
oversight responsibilities, including policies and procedures to manage and mitigate
conflicts of interest and undue influence;

i} Ensure the existence of processes to confirm that the board has appropriate access to
accurate, relevant, and timely information, including relevant information available to
stakeholders participating in the corporate governance process;

k) Ensure the existence of management of the market conduct of the Company, including
confirming that policies on independence, conflicts of interest and disclosures to external
stakeholders are documented and reviewed;

I) Ensure the existence of internal policies and procedures to address potential issues arising
from the business conduct and unethical or fraudulent actions by board members, chief
and senior executives, and staff;

m) Ensure reviews regarding compliance with all relevant laws, regulations, codes of conduct,
industry standards, and guidance notes;

n) Ensure the existence of appropriate information systems to support the organisation’s

15
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business platform, including producing reliable information to the relevant business

functions;
0) Ensure the existence of maintenance of sufficient records as required by laws and

regulations;

p) Ensure the existence of contingency plans, including those surrounding natural disasters
and information recovery, to ensure the continual operation of the insurer; and

q) Ensure the existence of proper safeguard of sensitive information, including employee
and policyholder information.

16
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Organisational structure — ArgoGlobal SE
The diagram below shows the governance structure of AGSE at the end of the reporting period.
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1. Committees

Run-Off Committee

The purpose of the Committee is to assist the Board with a forum in which to oversee the proper
management of the run off of AGSE business. Reports are provided to the Committee outlining the
Underwriting; Claims and Reserving and Regulatory updates. Further details are provided in the
AGSE run off plan.

POG Committee
The Product Oversight Group is in place to provide customer challenge and oversee the handling of

complaints. The Committee meets at least four times a year and otherwise as required.

Risk & Capital Committee

The Risk and Capital Committee {“the Committee) is set-up on a local level by the Board of Directors
(“the Board”) to oversee the Company’s Risk Management and Capital position ensuring that risk
appetite is appropriate and adhered to and that any compliance issues and key risks are identified and
managed. The Committee meets at least four times a year at appropriate times and otherwise as
required.
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2. Functions

Underwriting and Claims Function

All underwriting decisions for existing policy cover and classes of business are undertaken in Malta by
the Company. Following the decision of Argo Group to focus on US business, the Company was put
into run off in the last quarter of 2020. As outlined within the run off plan, the majority of the exposure
will expire by the end of 2021 Policies expiring beyond 2022 relate to Surety and Professional Lines
(POSI and run off policies).

Investment Management

The Company has appointed Conning Asset Managers as the Investment Managers with the aim being
to handle the day-to-day management of the investments owned by the Company. The appointed
investment managers are to abide by the investment Guidelines of the Company and reports at each
Investment Committee Meeting.

Insurance Management
Marsh Management Services Malta Limited acts as the Insurance Managers of the Company. Their
role is to provide advice and guidance and run the Company on a day-to-day basis.

Risk Management Function

The Company’s risk management function is to identify and evaluating the major risks facing the
Company and to facilitate the implementation of the risk management system. Rachel Flynn has been
in charge of this role since October 2021 but has been with Argo Group since August 2019, The roles
and responsibilities of the risk management function are set out in the risk management palicy and
the risk management framework.

Compliance Function

The Company’s compliance function is to ensure to the farthest extent possible, the company’s
adherence to applicable legislation, rutes and regulation and minimize as much as possible the
Company’s compliance risk. Dr Amaryllis Agius has been in charge of this role since the end of 2019.
The roles and responsihilities of the compliance function set out in the Compliance Policy and the
Compliance Plan.

Actuarial Function

The Company’s actuarial function is to identify and evaluate suitable reserving and prices for the
Company and to facilitate the implementation of the actuarial system. Mr Paul Lucas is in charge of
this role since 2019,

Internal Audit Function

The Internal Audit department assists the ArgoGlobal SE Board of Directors and management in the
effective discharge of their governance responsibilities. The Internal Audit department is responsible
for auditing ArgoGlobal SE's financial, operational, and internal control activities and for providing the
Board and management with reports on the results of the audits. The audits primarily focus on
assessing whether processes and controls are adequate to provide reasonable assurance that
resources are safeguarded against waste, loss and misuse; operations are efficient and effective;
specific management objectives are achieved; financial and performance reports are reliable, and
there is compliance with applicable laws and regulations,

AGSE's Internal Audit pelicy identifies the purpose, authority, and responsibility of the internal audit
function which has been established to bring systematic and disciplined independent evaluation of
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management’s processes. Further, it is the objective of Internal Audit to assist members of
management and the Board of Directors in the effective discharge of their responsibilities by
furnishing them with analyses, appraisals, recornmendations, and pertinent comments concerning
the activities reviewed. The Company has chosen to implement a risk-based methodology to develop
an annual audit plan to evaluate and assess the adequacy and effectiveness of the Company’s risk
management, controls and governance processes.

Company policies, including Internal Audit, are reviewed formally from year to year at year end,
unless any ad-hoc changes would have been required, effected and approved by the Board of
Directors during the year. There were no changes effected to the policy during the reporting period.

4, Organisational Changes during 2021

During the course of 2021, Mr Matthew Harris resigned on 9th August 2021 as Director and a new Branch
Manager, Rolf Nebel of PRS was appointed as the General Representative for the AGSE Swiss Branch,

There have been no material events after the reporting period for the year ended 31 December 2021.

Future developments: It is the present intention of the Argo Group to sell Argo Global SE. The Company is as
always committed to continue serving its current partfolio, including the management of insurance liabilities,
with this at the forefront of any decision made relating to the sale of the company.

The Company has a strong financial position as at year end and the solvency ratio as at the year-end is above
the risk appetite set by the Board in its [atest ORSA report and the required sofvency capital requirements. The
Company's intermediate parent, which is alsa the main reinsurer of the Company, has confirmed in writing its
commitment to continue providing financial support to the Company for at least a period of 12 months from the
date of approval of these Company's financial statements, so as to enable the Company to meet its liabilities as
and when they fall due and to adequately meet the regulatory sclvency capital requirements.

B.2 “Fit and Proper” Requirements

This Company has a Fit and Proper Policy that clearly sets out the requirements necessary to provide
consistent and continuous application of the Fit and Proper requirements across the Company with
applicable laws and regulations and administrative provisions {e.g. frameworks, policies and
standards).

The Compliance Officer is responsible for overseeing the fit and proper requirement for the Company
and has a direct communication channel to the Board of Directors.

The purpose of the Fit and Proper policy is to:

a) Provide guidance on checking procedures to ensure that all prospective directors, officers
and third party service providers (and those employees during their employment) are
honest, act with integrity, have the right skills and competence for the role.

b} Provide guidelines to ensure that all Approved Persons, all key function holders and persons
who effectively run the Company’s business, including within the Senior Managers Regime,
meet the fitness and propriety requirements issued by the MFSA.

c) Provide guidelines on the notification requirements to the MFSA and when any changes
occur to the identity of those who effectively run the Company’s business.
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When assessing the Fit requirement for the Board of Directors, the company should also ensure that
collectively the board possesses the appropriate qualification, experience and knowledge in the
following areas:

A. ‘Insurance and Financial Markets knowledge’ means an awareness and understanding of the
wider business, economic and market enviranment in which the company operates and an
awareness of the level of knowledge of and needs of policyholders.

B. ‘Business strategy and business model knowledge’ refers to a detailed understanding of the
company’s business strategy and model.

C. ‘System of Governance knowledge’ means the awareness and understanding of the risks the
company is facing and the capahility of managing them. Furthermore, it includes the ability to
assess the effectiveness of the company’s arrangements to deliver effective governance,
oversight and controls in the business and, if necessary, oversee changes in these areas.

D. ‘Financial and actuarial analysis knowledge’ means the ability to interpret Company’s financial
and actuarial information, identify key issues, put in place appropriate controls and take
necessary measures based on this information.

E. ‘Regulatory framework and requirements knowledge’ means awareness and understanding
of the regulatory framework in which the company operates, in terms of both the regulatory
requirements and expectations, and the capacity to adapt to changes to the regulatory

framework without delay.

The Board of Directors are confident that all five criteria are met.

B.3 Risk Management System including the ORSA

The Risk Management Strategy is primarily intended to align with AGSE’s risk profile with its
strategic plans and to identify and address risks that may prevent it from achieving its business
objectives. It is also intended to be used as a tool to steer AGSE’s risk taking capacity and determine
where it should be allocated an an assessment of risk and reward. AGSE have a Risk Policy and an
ORSA Policy and the risk system is also implemented using the standards set out in Arga’s Enterprise
Risk Management Framework.

These documents set out the processes and procedures for risk identification, measurement,
manitoring, management and reporting. A risk register is maintained and this sets out the risks and
associated risk mitigations. Each risk has a risk owner and risk manager and the responsibilities are
clearly defined.
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Business Context
Strategic & Operational
Intermal/Evtemal

Rizk Identification
Downside/Upside

Risk Assessment
Frequency / Severity

Risk Monitoring

Risk Mitigation and Control
Rizk hitigation/Risk Transfer

Communicate and Consult

Risk Reporting
Ranking & Prioritisation

—

ldentification
Risks have been identified and maintained on the AGSE risk register. Identification of new risks is the
responsibility of the risk owners and the risk management function (as a second line of defence).

Measurement

Each risk on the risk register is assessed using deterministic assessments, and qualitative assessments
(or a combination of these techniques). The standard formula is used to calculate the capital
requirements of AGSE. The business also conducts stress and scenario assessments as part of the ORSA
process.

Management
Identified risks are mitigated either through the use of tolerance / risk limits, controls and risk transfer
techniques.

Monitoring

This is carried aut by both Risk Qwners and the Risk Management function. Monitoring is undertaken
using indicators and other metrics of information which provide a view on exposure to risk. Risk
tolerances and risk limits are also menitored and where these could / have been bhreached appropriate
action is taken. The control environment is afso monitored to detect situations where a weakness in
systems and controls exposes AGSE to increased risk. A loss event and near miss reporting process is
also in place to monitor control weaknesses.

Reporting

Risk reporting takes place principally through the Risk and Compliance Committee. This Committee
meets at least four times a year and reports on risk and compliance matters to the AGSE Board.
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Integration of risk into the organisational structure and decision making process of the undertaking
The risk function has risk owners and control owners identified on the risk register. A risk assessment
takes place at least once a year. In addition, the risk function attends regular AGSE staff meetings to
ensure holistic discussion across all functions and ensure that the risk is integrated into the decision
making and strategy making process. AGSE has an Own Risk & Solvency Assessment (ORSA) Policy in
place. The ORSA can be defined as the entirety of the processes and procedures employed to identify,
assess, monitor, manage and report the short and long term risks that AGSE faces or may face, and
given the risk profile, the determination of its own funds {economic capital) necessary to ensure that
overall solvency needs are met at all times.

The ORSA process in effect links with other processes that ultimately links business strategy with risk
and capital requirements. These processes included:

« Business strategy and business planning

* Risk appetite

¢ |dentification and assessment of risks that affect solvency

« Risk monitoring and capital setting

* Stress and scenario testing {on business plan, capital and business resilience}

AGSE’s Risk & Compliance Committee is responsible for oversight of the ORSA process with the AGSE
Board ultimately accountable for the ORSA process. An ORSA report is produced at feast annually for
the AGSE Board’s review and approval. The ORSA process is a continuous process linking business
strategy, risk assessment and monitoring and capital requirements. Changes in the business strategy
during the year could lead to changes in the risk profile. If those changes were significant this would
then lead to a review of capital requirements. New risks or changing exposure of existing risks could
impact business strategy which would also lead to a review of capital requirements.

AGSE's capital requirements under Solvency Il are determined using the standard formula. Generally
smaller companies such as AGSE are not modelled well by the standard formula, however, we believe
that it is acceptable for AGSE due to the following reasons:

e The calibration of the standard formula by EIOPA was conducted on standard industry data.
The business that AGSE writes was included within the calibration and so the standard formula
will be calibrated correctly for AGSE.

e The assumptions made in all the material areas of the standard formula are consistent with
AGSE’s business mix for finding a value at risk corresponding to a 99.5% confidence level over
the one year horizon

B.4 Internal Controls System

The Company’s policy is to ensure that an adeguate and effective Internal Control System is in place.
In applying this policy, the Company defines internal controls as a process, conducted by its Board,
key functionaries and employees, designed to provide “reasonable assurance” that business
objectives are achieved by:

+  Securing proportionate compliance with applicable laws, regulations and control processes;
* Ensuring processes are efficient and effective;
+  Ensuring that sufficient and reliable financial and non-financial information is available to

effectively manage the business;

» Ensuring that all relevant information is efficiently and accurately reported to the Risk
Management, Internal Audit, Compliance, and Actuarial Functions as necessary for the
effective performance of their duties;
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*  Ensuring that adequate protocols and procedural guidelines for the undertaking’s key
business, IT, and financial policies and processes, including in respect of accounting and
financial reporting and the related risk management and compliance measures are in place.

The Internal Controls System is designed and operated to assist the Board and Senior Management
in the fulfilment of their respective responsibilities for oversight and management of the company.
The Internal Controls System provides them with reasonable assurance from a control perspective
that the business is being operated cansistently with the (a) strategy and risk appetite set by the
Baard, {b) agreed business objectives, {c) agreed policies and processes, and {d) laws and
regulations. This Procedural Guideline provides an averview of the key components of the internal
control system which, taken together, explain how the business is run. The key components are:

= Control environment

* Risk assessment

*  Control activities

*+ Information and communication

*  Monitoring
The Company uses the Three Lines of Defence Model in controlling its activities.

Information and Communication

Information systems play a key role in internal controls system as they produce reports, including
operational, financial and compliance-related information that make it possible to run and control
the business.

Effective communication aims to ensure information flows down, across and is escalated within the
business. Effective communication includes external parties, such as customers, suppliers, regulators
and shareholders.

Monitoring and Oversight

The internal controls system is monitored to assess the quality of performance over time. This is
achieved through ongoing monitoring activities or separate evaluations. Internal control deficiencies
detected through these monitoring activities are escalated and corrective actions are taken to
ensure cantinuous improvement.

The governance committees, when and as established by the Board, with their individual focus on
specific risk types oversees all the relevant risk activities of the respective business function and are
responsible for escalating significant issues to the Board as deemed necessary and appropriate.

B.5 Compliance Function
The Compliance function is established as an independent second line control function.

The Company has adopted a Compliance Policy which sets outs the abjectives of the Compliance
Function. A Compliance Plan is presented annually and is approved by the Board. The Compliance
function monitors the progress made towards executing the Compliance Plan and reports to the
Board at each meeting as a minimum.
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In performing its activities, the Compliance Function makes sure that Internal controls at the
Insurance Manager level are adhered to and carries out Compliance Monitoring activities to make
sure that the Company remains compliant with the Insurance Laws and Regulations at all times.

The Compliance Function is outsourced ta Dr Amaryllis Agius, an employee of Marsh Management
Services Malta Limited and there is a regular interaction with Rachel Flynn to facilitate interaction
with Argo Group. The Compliance Function reports to the Board. Directors and employees are
required to escalate any compliance issues.

B.6 Internal Audit Function

The objective of the Internal Audit department is to assist the AGSE Board of Directors and
management in the effective discharge of their governance responsibilities. The Internal Audit
department is responsible for auditing the AGSE's financial, operational and internal control
activities and for providing the Board and management with reports on the results of the audits. The
audits primarily focus on assessing whether processes and controls are adequate to provide
reasonable assurance that resources are safeguarded against waste, loss and misuse; aperations are
efficient and effective; specific management objectives are achieved; financial and performance
reports are reliable, and there is compliance with applicable laws and regulations. Audit resources
are devoted to addressing areas perceived with the highest risk and areas that cover the core
business activities. Prior to each audit assignment, a full planning document with specific audit scope
is developed, approved and issued based on the risks and cantrols detailed in the risk universe and
risk registers. For each audit assignment, a report is produced which is designed to add value and
improve operations. The results of the audits are communicated to AGSE management and to the
Board.

The internal audit function will remain free from interference by any element in the Company,
including matters of audit selection, scope, procedures, frequency, timing, or report content to permit
maintenance of a necessary independent and objective mental attitude.

Internal auditors will have no direct operational responsibility or authority over any of the activities
audited. Accordingly, they will not implement internal controls, develop detailed steps necessary to
implement procedures, install systems, prepare records, or engage in any other activity that may
impair internal auditor’s judgment.

Internal auditors must exhibit the highest tevel of professional objectivity in gathering, evaluating, and
communicating information about the activity or process being examined. Internal auditors must
make a balanced assessment of all the relevant circumstances and not be unduly influenced by their
own interests or by others in forming judgments,

The Chief Audit Executive will confirm to the Audit Committee, at least annually, the organisational
independence of the internal audit function.

B.7 Actuarial Function
The application of sound actuarial techniques to the risks assumed by the Company on a consistent
basis enables the Company to:

a) Understand, monitor, report and manage its insurance underwriting risk profile;
b) Evaluate its capital needs and capital deployment strategies; and
¢} Meet its obligations to shareholders, policyholders and regulators.
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The company has established and maintains an effective actuarial function appropriate to the nature,
scale, complexity, and profile of risks to which the Company is exposed. The Company ensures that
the appointed actuary meets the required criteria on fitness and propriety related to the performance
of the actuarial function. The Company's Actuarial Function shall be objective and free from the
influence of other parties. The Actuarial Function will establish and maintain appropriate procedures,
processes and systems sufficient to allow the Company to reasonably estimate its policyholder
obligations, potential insurance and reinsurance exposures, and capital requirements consistent with
applicable laws and recognized industry standards.

B.8 Remuneration

Argo Group has in place global compensation programmes to attract, retain and motivate talent.
These programmes are applicable across Argo Group and all subsidiaries. The existing Remuneration
Policy for Argo Managing Agency is therefore applied to AGSE on that basis. It is Argo’s policy to have
in place appropriate and transparent remuneration arrangements to attract, retain and motivate
suitably qualified staff, to ensure that remuneration arrangements align with Argo’s objectives and
the interests of its shareholders but da not promote excessive risk taking.

In applying this policy, Argo will

+ Review salaries on an annual basis with reference to market benchmarking data.

+  Provide a market competitive, but not excessive, benefits package.

* Provide performance related variable pay, or bonus, to ensure that individual
performance is aligned with the Company’s strategic objectives, its stated Risk Appetite
and the interests of its shareholders.

» Ensure remuneration arrangements support a system of effective risk management.

Variable remuneration includes the Argo Group Profit Sharing (PS) Plan and the Long Term Incentive
(LTI) Plan. Total remuneration reflects a higher weighting towards variable pay for senior executives
and underwriting employees. For the PS (short term incentive) plan eligible employees have a target
equal to a percentage of their base salary. In any given year, the actual PS pay-out will be determined
based upon a combination of Business Unit (legal entity or underwriting division} results and Argo
Group (parent company) results and that amount may be modified by the assessment of individual
performance. Deferrals apply to underwriting PS payments over 3 years {(60% in the first year and
20% in each of the subsequent years) with the objective of retaining those who drive business
production. Payment for employees in functional roles (e.g. HR, Finance etc) is modified on the basis
of Argo Group’s performance and then may be further modified based on individual performance. The
LTI plan for which senior executives are eligible with a target equal to a percentage of their base salary
with the objective of driving long term performance and retaining critical employees. Eligible
employees are awarded 100% of their LTI target in February of Year 1. Performance against LTI
performance trigger goals (goals identified as being more long term in nhature) is reviewed at the end
of year 1 and the award is then modified in line with that assessment, The modified award vests in 4
tranches with the first tranche of 25% vesting each year until the award is fully vested. Employees
wha leave the Company before the award is fully vested forfeit any outstanding vesting.
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B.9 Outsourcing

Under the Malta and EU Insurance Rules and Guidelines, if an undertaking outsources functions
either externally to third parties or internally to other affiliated entities, the undertaking is expected
to have oversight and clear accountability for all outsourced functions as if these functions were
performed internally and subject to the insurer’s standards for corporate governance and internal
controls. The insurer is also expected to ensure that the service agreement includes terms of
compliance with jurisdictional laws and regulations, cooperation with Regulator and timely access to
data and records.

In applying this Policy, the Company will:

« when relying on a third party or other affiliated entities for the performance of operational
functions which are critical for the performance of regulated activities, listed activities or
ancillary services on a continuous and satisfactary basis, maintain oversight and
accountability for these functions as if they were performed internally and subject to the
Company’s own standards for corporate governance and internal controls;

» ensure that written outsourcing service agreements include terms of compliance with
jurisdictional laws and regulations, cooperation with the Regulator and other relevant
competent authorities, and timely access to data and records;

» notify, the Regulator of outsourcing agreements on important/key or critical activity and
submit the respective agreement to the authority for approval prior to signing;

*  maintain a written outsourcing agreement in the form of a service level agreement in
instances where the appointed service provider is a legal entity of Argo Group.

For the purposes of this Policy an arrangement is likely to be deemed critical or important to the
conduct of the business if a defect or failure in its performance waould:

+ materially and adversely impact the quality of the system of governance;

« unduly increase operational risk or significantly reduce control assurance (e.g. if the service
is a key mitigating control);

«  impair the ability to comply with any relevant legal or regulatory requirements or the ability
of regulators to monitor the Group;

« undermine the soundness or continuity of Key functions, services and activities that are core
to the business and delivery of services to policy holders/customers.

This Policy does nat apply in respect of individuals or firms retained under consulting, professional
advisory services or temporary/agency support staff arrangements, where the individuals concerned
are directly supervised by Board Member or other manager employed by the Group.

List of current material outsourcing arrangements and the jurisdictions they operate in:

DESCRIPTION OF FUNCTIONS / ACTIVITIES JURISDICTION
Insurance Management Malta
Compliance Function Malta
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C. RISK PROFILE

The Board of Directors reviews the Company's risk profile on an ongoing basis. This allows the Board
of Directors to see the spread of risks so as to ensure that it achieves its business objectives. The view
of material risks in the ORSA is a combination of the top risks from the Risk Register and the 5CR risk
ranking {based on the capital requirements).

From the risk register other key risks considered during the year include Brexit, delegated authority
management processes and control processes around the growth strategy.

C.1 Underwriting Risk

Insurance/underwriting Risks are defined as the risk of lass, or adverse change in the value of
insurance liabilities, due to inadequate pricing and / or reserving practices. These risks may be caused
by the fluctuations in timing, frequency and severity of insured events and claims settlements in
comparison 1o the expectations at the time of underwriting.

From the SCR calculation this is a material driver of risk. As business grows this risk category will also
grow driven through greater premium and catastrophe risk. Reserve risk is not a material driver of
risk at this stage but may became more material in future years.

There are underwriting guidelines in place for lines of business and each underwriter has an authority
letter including a referral process. The underwriting committee of AGSE oversees the implementation
of the underwriting guidelines and business developments.

Reserve risk is mainly managed through the quarterly reserve risk process overseen by the Claims and
Reserving Committee and through actuarial input and review.

C.2 Market Risk
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market prices. Market risk comprises three types of risk:

a) Currency risk;
b) Interest rate risk; and
¢) Equity price risk.

The key mitigation strategy is the investment guidelines which are principally to invest in government
and corporate bonds. Although corporate bonds in principal can derive a greater return a key driver
is to ensure that the preservation of capital. The investment portfolio is reviewed and manitored by
the Investment Committee quarterly including compliance with the investment guidelines. Therefore
operational controls are key to ensuring that the investment portfolio stays within guidelines. For
currency risk a hedging mechanism has been put in place.

Capital is another key method of managing market risk should losses arise from a significant
economic shock.
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C.3 Credit and Liguidity Risk
Credit risk is the risk that one party to a financial instrument will cause a financial loss to the other
party by failing to discharge an obligation.

The principle sub-categories of risk in respect of credit risks are:

®  Premium credit risk — failure of the insured / intermediary to pay premium within terms of
trade (or not at all)

s Reinsurance credit risk — failure of the reinsurer to pay reinsurance recoveries on a timely
basis {or not all}

The main mechanism for managing credit risk are operational contrals, Premium credit is principally
managed by issuance of terms of trade and monitoring the aged debt performance by intermediary
and underwriter. This allows targeting against individual brokers if debt ages to an

unacceptable level. AGSE has a good spread of intermediaries however like many insurers there is a
concentration risk with the ‘big’ three brokers.

Reinsurance credit risk is managed by a Group Reinsurer Security List. Credit ratings are assessed
regularly and limits are put around the total exposure to a) anyane reinsurer b) credit rating bands.
The principal concentration risk for AGSE is the intra-group quota share arrangement with Argo Re.
Capital is another method of managing credit risk espectally to mitigate the shock of a major
reinsurance failure

C.4 Operational Risk

These risks are defined as the risk of loss arising from inadequate or failed internal processes, people,
systems, or from external events, This risk encompasses all exposure faced by functions and services
rendered in the course of canducting business including, and not limited to, accounting and financial
reporting, business continuity, claims management, information technalogy and data processing.

The AGSE risk register takes a top down approach to capture the operational risks faced by the entity
(in fact, all key categories are captured on the risk reinter), and these are assessed on at least an
annual basis with the risk manager and owners. All risks on the register are assessed on impact and
likelihood.

The main method of managing these risks are operational centrols. This is 3 mixture of preventative,
directive and detective controls. These key controls are captured on AGSE’s risk register (as are the
ather cantrols pertaining to the other classes of risk). For certain risks — risk transfer mechanisms
are in place (i.e. insurance).

C.5 Other Material Risks

In addition to the above mentioned risk categories, AGSE ¢an be exposed to possible concentration
risk. This is the risk of exposure to losses associated with inadequate diversification of portfolios of
assets or obligations. Concentraticn risk refers to all risk exposures with a loss potential which is large
enough to threaten the solvency position of the Company. Concentration risk can arise in bath the
assets and liabilities sides of the balance sheet as well as in off-balance sheet items and can originate
from a series of sources such as natural or man-made catastrophes or unprecedented economic
events, or from an individual risk expasure, or fram a combination of risk exposures such as credit,
investment, underwriting and liquidity.
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The material concentration risk AGSE is exposed to is reinsurance concentration risk. There are specific
reinsurances in place covering liability, property and surety risk. This is placed with highly rated
company market reinsurers and Lloyd’s market. There is also a whole account quota share with Argo
Re which is the main which is the main concentration exposure.

Additionally AGSE is exposed to the following risks:

Strategic risk — this is the risk arising from changes in the external environment. A robust strategic
risk management framework is in place to anticipate and mitigate the strategic risks This is based on
an ongoing monitoring of the financial results and update of the relevant forecasts, whilst
accounting for current and potential evolution of the economic and the competitive environment
Additionally periodic reviews are performed to assess the cansistency and relevance of the strategy,

Reputational risk — this is consequence of risks in the other risk categories crystallizing. Reputational
risk could result in significant changes in the perception of AGSE from key stakeholders.

Emerging risks - AGSE participates in the Group ERM Steering Committees where Emerging Risks are
analysed and discussed acrass all entities.

Regulatory Risk - AGSE regularly monitors the exposure and a particular focus is dedicated ta
underwriting and product management Compliance and Legal functions ensure an adequate
monitoring of legal and regulatory developments relevant to AGSE also with the support of external
law firms when needed.

Like other companies AGSE operates in a changing enviranment. Econamic, political, social, legal and
technological changes can impact AGSE’s strategy. The main way this is manitored is through the Top
Risks heat-map. The main way to manage this risk to adjust operations / strategy to either mitigate
the threat or take advantage of the opportunities arising.

C.6 Stress and Sensitivity Testing
The RMF reviewed the stress scenarios following instruction from the RCC in order to identify a set
of scenarios which were extreme but plausible and that adequately reflected the AGSE risk profile.

All scenarios analysed and reported in prior years ORSA reports were thoroughly reviewed and
discussed to determine whether they were still meaningful in light of the revised strategy ar else
should be removed. A number of prior year stress tests were subsequently not rerun as they were
deemed not applicable due to AGSE now being in run-off.

The outcome of the stress test exercise is summarized in the table below:
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Target Risk
Appetite ‘ 2021

'Eunwm 25% aganst G8P
?  'Argo Radowngrace to BB 125%
i rnn-acwisition expensa inrreases by 30% 125%
4 iPwment Pattems Delayed by 2 years 125%
H IrﬂOm Increases in reserves due to Unreported Losses 125%
3 EStress'lmlandsuasTenSoocursin the same year. 125%

Post completion of the acquisition to Riverstane Holdings the RMF would recommend that the
scenarios are reviewed for their ongoing appropriateness in any future iteration of the ORSA.
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D. VALUATION FOR SOLVENCY PURPOSES

AGSE presents below the information regarding the valuation of assets for Solvency Il purposes
including (for each material class of assets):

» A guantitative explanation of any material differences between the asset values for Solvency
Il purposes and those used for financial reporting bases.

» A description of the assets valuation bases, methods and main assumptions used for
solvency purposes and those used for financial reporting in the statutory accounts.

D.1 Assets
The value of each of material class of asset as well as the basis used and main assumptions for
valuation as described below

IFRS Sii Valuation Principles
Argo Group Assets (EUR } (EUR €000} (EUR €000)

Deferred Acquisition Casts
Deferred Tax Asset

19,566

Investments b

Reinsurance share of TP - non-life excluding health [ 140,656
Reinsurance Receivables 63
Cash & Cash Equivalents d 10,297

7,051

Any Other Assets, Not Eisewhere Shown
| 178,923

Total assets

177,982

i, Valuation bases, methods and main assumptions

There are no material differences between the IFRS/Solvency Il valuation methods for the classes of
assets highlighted above.

a) Deferred Acquisition Costs (DAC) are not allowed in the Solvency Il Balance Sheet as the
company does not expect future benefits/cash flow from this asset.

b} Investments are measured at fair value with unrealized gains or losses recognised in other
comprehensive income (OCl} and credited in the AFS reserve until the investment is divested,
at which time the cumulative gain or loss is recognised in other operating income, or the
investment is determined to be impaired, when the cumulative loss is reclassified from the
AFS reserve to the statement of profit or loss in finance costs. Interest earned whilst holding
AFS financial investments is reported as interest income using the effective interest rate (EIR)
method.

¢} Reinsurance Recoverables are valued at the Best Estimate under Solvency Il in propartion to
the Quota share reinsurance in place. This is mainly driven by the Premium provision whereby
the Solvency Il best estimate is less than the unearned premium provision in IFRS Balance
Sheet.

d)  Cash and cash equivalents comprise cash at bank and are recorded at face value.

e) Any other assets not elsewhere shown relate to prepayments and intercompany receivables

o\ gt
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D.2 Technical Provisions

The company presents below the information regarding the valuation of technical provisions by each
material line of business for Solvency 1l purposes including:

= A quantitative explanation of any material differences between the technical provisians
values for Solvency |l purposes and those used for financial reporting bases.

« A description of the technical provisions valuation bases, methods and main assumptions
used for solvency purposes and those used for financial reporting in the statutory accounts.

Quantitative information

IFRS y SIl Valuation Principles
Argo Group Technical Provisions (EUR ) {EUR €040} {EUR €000)

Gross Technical Provisions — Non-Life (Excluding Health)
TP caleulated as a whole

Best Estimate

Risk Margin

Gross Technical Provisions - Health {Similar to Non-Life)
TP calculated as a whole {Best estimate + Risk margin)
Best Estimate

Risk margin

Total Technical Provisions

Solvency Il Valuation bases, methods and main assumptions

Process to Calculate the Technical Provisions

The Technical Provisions (TPs) are carried out in two stages, the first part is the calculation of the
IFRS TPs (i.e. IFRS Reserves) used in the Audited Accounts and the secand stage is the calculation of
the specific Solvency Il (SIl) adjustments required for the SIl TPs. The IFRS TPs are a significant
element of the Sl TPs.

The process to complete the quarterly IFRS TPs is that Claims and Premium are extracted from the
Inspire System. Information is extracted from around the business {including input from
underwriters and claim handlers) to feed into the reserving process. The results are reviewed at the
Argo Internal Specialty quarterly reserving meetings and then the result are presented to the
ArgoGlobal SE Board. This process allows challenge of the assumptions, methadology and results.

Appropriateness of the Data, Methedology and Assumptions

Data

There have been no material issues in gaining the premium and claims data so far, There is,
however, limited data and because many actuarial methods rely on having sufficient data this limits
the available technigues. Benchmark data has been used for the payment patterns, used in the SII TP

calculations.
Emst Lismitod
Signed pumoses anly
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Methodology

The key methadology used to generate the IFRS reserves is to set the Earned Loss Ratio equal to the
Initial Expected Loss Ratio (IELR) and this is then reviewed with judgement to assess if additional
IBNR is required, As yet no Loss Ratios have been decreased to release reserves. The analysis is
carried out for each Accident Year with no additional segmentation (i.e. Class of Business splits). The
methodology used to adjust the IFRS TPs to be SIl TPs is to include the:

e Expected profit arising from the UPR

e Include an element for binary events (events not in the data) and claims handiing expenses
» Discount benefit
e Risk margin

These adjustments are made at the total level, i.e. not by accident year. The approach is simplistic,
especially the treatment of the UPR rather than explicitly considering the cash flows, but it is not
expected that a more granular approach would yield materially different results.

Assumptions
A key assumption, given the method used, is the selected Initial Expected Loss Ratio {IELR} for the

various lines of business.

The addition of the Risk Margin is the most substantial SIl adjustment and the approach assumes the
future SCR can be approximated using the expected run-off of the reserves. The Actuary views this
assumption as reasonable.

Other assumptions used are in the expected profitability within the UPR and the payment pattern
for discounting of the Sl TPs; neither have a material impact on the SII TP results.

General Limitations

The following are general limitations applicable to actuarial analysis:

e A reliance that past history is a reasonable guide to the future;

¢ Ultimate cost of claims can be affected by many factors which may not yet be prevalent in
the loss data, for example inflation, latent claims, new sources of claims,
economic/legal/social trends etc;

s For the SII TPs there is additional uncertainty compared to IFRS reserves as there is more
Large Loss exposure in the 51 TPs as it also includes unearned exposure;

* Liability classes generally contain uncertainty due to their relatively long development.

EY o
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D.3 Other Liabilities

s11 Valuation Prlnciplesi
Argo Group Other Liabilities (EUR ) Ref (EUR €000} (EUR €000)

Provisions Other Than Technical Provisions

Insurance & Intermediaries Payables 6,336

Reinsurance payables 2,676

Payables (trade, not insurance) 719

Any other liabilities, not elsehwhere shown 624
Tatal Other Liabllities

Solvency Il Valuation bases, methods and main assumptions

a) This balance represents Deferred Acquisition Costs which is not considered as an
admissible liability under Selvency Il valuation base as it would have already been
received by the reinsurers or accounted for separately.

b) This represents Insurance payable within 3 months and is not discounted

¢} The reinsurance payables relate to reinsurance payable within 3 months and is not
discounted.

d} Pavyables relate to trade accruals and valued at face value.

e} Any other liabilities balance represents intercompany payables and is valued at face
value

D.4 Alternative Methods for Valuation

There are na other material differences in the valuation methods of other liabilities that warrant
disclosure.
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E. CAPITAL MANAGEMENT

The objectives of the Capital Management policy of the company is to:

a) Maintain a sufficient capital base which:

e Meets the business strategy and risk appetite for capital, as set out in ArgoGlobal SE’s

‘Risk Appetite Standard'; and

o Complies with Solvency |l regulatory requirements.

b) Efficient Capital: ArgoGlobal SE must implement efficient use of capital as suited to
company, consistent with the risk appetite as set out in ArgoGlobal SE’s 'Risk Appetite
Standard’

¢} Reinsurance Strategy: ArgoGlobal SE must implement the most efficient reinsurance
strategy suited to purpose and incorporate Solvency Fabric modelling when setting its
reinsurance strategy

d) Consistency with System of Governance: ArgoGlobal SE must manage its capital consistent
with the System of Governance, specifically Risk Management Framework.

e) Tier Capital and Own Funds: ArgoGlobal SE must make sure that they continuously hold
sufficient eligible own funds to cover capital requirement.

f)  Monitoring of Capital Positions: The CEO must make sure that there is regular, timely and
effective monitoring of capital positions. So that capital efficiency and a sufficient capital
base are maintained, ArgoGlobal SE and its subsidiaries must complete the following:

- Actual Capital Base, International Financial Reporting Standards (IFRS) Equity, Solvency Il
Equity, SCR coverage ratio and return on key asset classes must be calculated and reviewed
at least annually in line with ORSA Paolicy;

» Ad hoc basis when there is a significant event that affect the company’s business strategy;

g) Internal Reporting of Capital Positions: The CEO must make sure that there is regular and
effective internal reporting of the capital positions to the Board and senior management;

h} External Reporting of Capital Positions: ArgoGlobal SE must produce the following in
accordance with Solvency Il requirements:

i.)  Quantitative Reporting Template (QRT);
ii.)  Solvency and Financial Condition Report (SFCR); and
iil.) Regular Supervisory Report (RSR}.

EY s
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E.1 Own Funds

Please refer to the table below which illustrates the breakdown by tier of the structure, amount and
quality of own funds at the end of the reporting periods being 31 Dec 2020 and 31 Dec 2019. The 3
Tiers are defined as follows:

e Tier 1 own funds is capital that has no features causing or accelerating insolvency e.g.
ordinary share capital

o Tier 2 ancillary own funds are items of capital other than basic own funds which can be
called up to absorb losses e.g. unpaid share capital, letters of credit or guarantees.

¢ Tier 3 ancillary own funds are items of capital which when called up would not qualify as Tier

1.
December 2020 December 2021
: Tier 1—
Basic Own Funds Tier 1 — Unrestricted Tier 3 L i Tier 3
Unrestricted
{EUR €000) {EUR €DOQ) (EUR €000} {EUR £000)
Ordinary Share Capital 7,760 - 7,760 .
Reconciliation Reserve -15,652 - -15,087
Deferred Tax Asset . - -
Capital Contribution 26,500 - 26,500
OTAL BA 0 D 3

By referring to the above table for both the end of the current and previous periods, you will note an
improvement in the Sll Basic Own Funds from the end of the prior reporting period to the end of the
current reporting. (Y/e 31/12/21: €19,173k; Y/e 31/12/20 €18,608k) mainly as a result of profits
accounted for during 2021

E.2 Solvency Capital Requirement and Minimum Capital Requirement

SCR Cover MCR Cover MCR
197% 76™% 2,500,000

|
At O kol Adjustment
| ramara 1) sdr 0
T M Dt Health Non-Ae
753,354 AN LT 283,199 3,277,680
| ] | Caunterparty Premiums & Pramis &
= | Defauit Reserves Reserves
4310717 | 48,870 3,194,728
= "o
0 1)
I 697.207 Catastrophe Catastrophe
267,000 235,195

;

ARGO GROUP: 31/12/2021

Emst & Youriy MapeL
EY sp
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ArcoGLoOBAL

Through the use of the Standard Formula, the maximum and minimum Capital Requirement has been
determined as follows:

Minimum Capital Requirement (MCR)

2,500,000 |

[ MCR

1,297,371
4,373,737
2,429,854

A Net Technical Net Premium Paremw=ters
Line of Business At
Provisions Written a B MCR NL
‘ Medical Expense 152,096 302,983 5% 5% 21388.704
| !Income Protection 0 0 13% 9% 0
‘ Workers' Compensation 0 0 11% 8% 0
Motor Vehicle Liability 0 0 9% 9% 1]
Other Motor 0 1] 8% 8% 0
Marine, Aviation & Transport 301,266 139,373 10% 14% 50,543
Fire & Other Damage to Property 1,061,491 443,896 9% 8% 133,072
General liability insurance 9,849,913 456,784 10%% 13% 1,074,380
| iCredit & Suretyship 0 159,182 18% 11% 17,988
i Legal Expenses 0 0 11% 7% 0
Assistance 0 a 19% 9% 0
Miscellaneous Financial Loss 0 0 19% 12% 0
NPR - Health Q 0 19% 16% 0
NRP - Property 0 0 19% 16% 0
NPR - Casuaity 0 0 19% 16% 0
INPR - Marine, Aviation & Transport 0 0 19% 16% 0

e The MCR is capped at 45% of the Solvency Capital Requirement (SCR) being €4.4m, whilst
» The lowest allowed Capital Requirement, ie the floor, is set at 25% of the SCR being €2.4m

The company is meeting the minimum capital requirements of €2.5m. There was no instances of non-
compliance with the minimum capital requirement during the reporting period.

Limited
Puposss only
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E.3 Anticipated Solvency Capital

ARGO GROUP SCR RESULTS COMPARISON

Q4 2020 Q4 2021 Movement

137%

Opaerational 3,145 2,243 |- 202
BSCR 10,483 7,476 | - 3,007
Markat 1,077 753 |- 324
Default 6,194 4,941 |- 1,253
Haalth 307 283 |- 24
fon-Life 5,418 3,278 |- 2,140

Available Capital 18,608 19,173 565

The overall solvency capital requirement decreased from EUR13.6 million to EURS.7 million. The main
drivers for the decrease were as follows:

a) Counterparty default risk — decreased due to the decrease in Type 2 insurance receivables and
reinsurance recoverable exposures when compared with prior year.

b) Premium, reserve and catastrophe risk decreased in line with the decrease in the growth of
premium income.

E.4 Deferred Taxes and adjustments for the loss-absorbing capacity of
deferred taxes (LACDT)

The adjustment for the loss-absorbing capacity of deferred taxes referred in this paragraph shall be
equal to the change in the value of deferred taxes of insurance and reinsurance underrating that would
result from an instantaneous loss.

It has been decided, however, that due to the overall economic climate arising from the ongoing
Covid-19 pandemic, that the LACDT should not be recognized this year. The recognition or otherwise
of the LACDT shall be revisited in subsequent periods.
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APPENDIX: LIST OF QUANTITATIVE REPORTING TEMPLATES {(QRTs)
FOR PUBLIC DISCLOSURE {Groups)

The following table lists down the QRTs that are required to be publicly disclosed as applicable to the
Company:

TEMPLATE REFERENCE TEMPLATE DESCRIPTION
5.02.01.02 Balance Sheet
5.05.01.02 information on premiums, claims and expenses
$.05.02.01 Premiums, claims and expenses by country
$.23.01.22 Information on own funds
$.25.01.22 Information on the Sclvency Capital Requirement calculated
using the standard formula
$.32.01.22 Undertakings in the scope of the Group
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Assets

Solvency 1l
Solvency |l value
C0010
Goodwill R0O0O10
Deferred acquisition costs R0020
Intangible assets RO030
Deferred tax assets RO040
Pension benefit surplus ROOS0
Property, plant & equipment held for own use RODG0
Investments (other than assets held for index-linked and unit-linked ROO70 18,566,357
contracts)
Property (other than for own use} R0O080
Holdings in related undertakings, including participations ROD90
Equities RO1Q0
Equities - listed RD110
Equities - unlisted RO120
Bonds R0130 13,770,001
Government Bonds R0O140 2,581,321
Corporate Bonds R0O150 10,657,950
Structured notes R0O160
Collateralised securities R0170 230,730
Collective Investments Undertakings R0180 5,652 408
Darivatives R0O190
Deposits other than cash equivalents R0200 143,948
Other investments R0O210
Assets held for index-linked and unit-linked contracts RO220
Loans and mortgages RO230
Loans on policies R0D240
Loans and mortgages to individuals RO250
Othar loans and mortgages RO260
Reinsurance recoverables from: R0O270 140,964,450
Non-life and health similar to non-ife R0280 140,964,450
Non-life excluding health R0O290 139,585,587
Heatth similar to non-life RO3Q0 1,368,863
Life and health similar to life, excluding health and index-linked and |R0310
unit-linked
Health similar to life RO320
Life excluding heafth and index-linked and unit-linked R0330
Life index-linked and unit-linked RD340
Deposits to cedants RO350
Insurance and intermediaries receivables RO360
Reinsurance receivables RO370 63,073
Receivables (trade, not insurance) R0O380
Own shares (held directly) R0O390
Amounts due in respect of own fund items or initial fund called up but not [R0400
yet paid in
Cash and cash equivalents R0O410 10,296,674
Any other assets, not elsewhere shown RO420 7,080,780
Total assets R0500 177,981,333

Emsi & Young Limited
| Skned for PUIPOSHS Oy
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$02.01.02.01 Balance Sheet (continued)

Liabilities Technical provisions - non-life ROS510 148,452 697
Technical provisions - non-life {excluding health) R0520 146,903,813
Technical provisions calculated as a whole RO530
Best Estimate RO540 144,166,659
Risk margin RO550 2,737,155
Technical provisions - health (similar to non-life) ROS560 1,548,884
Technical provisions calculated as a whole RO570
Best Estimate ROS580 1,520,959
Risk margin RO580 27,925
Technical provisions - life (excluding index-linked and unit-linked) ROE00
Technical provisions - health (similar to life} ROG10
Technical provisions calculated as a whole R0O620
Best Estimate RO630
Risk margin RO640
Technical provisions - fife (excluding health and index-linked and unityR0850
linked)
Technical provisions calculated as a whole RO660
Best Estimate RO670
Risk margin RO680
Technical provisions - index-linked and unit-linked RO630
Technical provisions calculated as a whole RO700
Best Estimate RO710
Risk margin RO720
QOther technical provisions R0O730
Contingent liahilities RO740
Provisions other than technical provisions RO750
Pension benefit obligations RO760
Deposits from reinsurers RO770
Deferred tax liabilities RO780
Derivatives RO780
Debts owed to credit institutions R0O800
Financial liabilities other than debts owed to credit institutions ROB10
Insurance & intarmediaries payables R0820 6,335,626
Reinsurance payables R0830 2,676,475
Payables (trade, not insurance) RO840 719,123
Subordinated liabilities RQ850
Subordinated liabilities not in Basic Own Funds R0860
Subordinated liabilities in Basic Own Funds R0O870
Any other liabilities, not elsewhere shown RO8B0 624,118
Total liabifities RO900 158,808,038
_"E_xoess of assets over liabilities R1000 19,173,204

W Ernat & Moung Malkta Limited
Signad ngmmw
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§.05.01.02.01 Non-Life (direct business/accepted propoFti_onal reinsurance and accepted non-proportional reinsurance)
Z Axis
Line of Business for; non-fe i and reinsurance obigations (direct business and accepted Total
Medical expense | Marine, aviation annﬂ Fire and other General kability Credit and
maurance transpert insurarce | damage to property INSLrance suretyship insurance
nsuance
Co018 CODED Coo7o 0030 CCo30 0200
Premums wntten Gross - Direct Business RO110 3.029.830| 1,468.411 5.471,031 4,622,523 2,059,002 17,870,797
Grogs - Proportional réinsurance acceptedd RO120
Gross - Non-proportional reinsurance accepted R0130
Reinsurers’ share RO140 2,726,847, 1,340 037 6,052,430 4,169,789 1,890,820, 16,197,929
et |R0200 302983 139.374 413,601 452,734 159,182 1.472.874/
Premums eamed Gross - Direct Business RO210 2678833 1,559,160 13.313.234 15.191.801% 4,847,520 37,590.548
Gross - Proportional reinsurance accegied ROZ20
Gross - Non-proportional reinsurance accepted R0O230
Reinsurers' share RO240 2,410,850 1,416.056 12,228 086[ 14,244,724 4,509,653 34,809.449
Net {RC300 267,883 143,104 1,085,163 947,077 337,867 2,781.099
§Claims inourred Gross - Direct Business RO310 1,431,690 1,116,806} 17,430,369 18.464.063 7.916.659] 45,359,675
Gross - Proportional reinsuranca accepted R0O320
Grass - Non-propartional relnsurance accepted RO330
Reinsurers’ share RO340 1,288,521 1,007.722 14.554,745[ 18,074,715] 7611388/ 42 537,100
ot RO400Q 143,169 105,174 2,875,623 289,348[ 3052617 3,822,575
(Cranges I other technical provisions Grass - Direct Business RO410 {627,437) 2,070,954 {12.833,014 (25,683,077 2,282 528 {34,790,038)
r (Gross - Proportional reinsurance acoepted RO420
Grogs - Non-proportional remsirance accepled RO430
Reinsurery’ share RO440 564,684 (1,842 415, §.534, 175 31,342 201 {B,326,268) 31,272,287
Net RO500 {62,744) 228 550 (3,208,839} 5659.124 (6.043,740) (3.517,649)
inourred RO550 961,849 140,467] 2,731,901 3,237,767 2 495 996 9,558,000
Other ) R1200
Total nses R1300 - 9,588,000
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$.05.02.01.01 Home Country - non-life obligations
Z Axs:
Horme country
Home country
C0080
Premiums written Gross - Birect Business RO110 {485,468)
Gross - Proportional reinsurance accepted ROt20
Gross - Nen-proportional reinsurance accepled RO130
Reinsurers' share R0O140 418,921
Net RO200 (46,547}
Premiums earned Grass - Direct Business R0210 33,610
Gross - Propartional reinsurance accepled R0220
Gross - Norvproportional reinsurance accepted RO230
Reinsurers' share R0240 (30,249}
Net RO300 3,361
| Claims incurred Gross - Direct Business RO310 21439
Gross - Proportional reinsurance accepted R0320
Gross - Non-proportional reinsurance accepled RO330
Reinsurers' share RO340 19,205
Net R0400 2144
| Changes in other technical provisions Gross - Direct Business RO410 {39,101)
Gross - Proportional reinsurance accepted R0420
Gross - Non-proportional reinsurance accepted R0430
Reinsurers' share R0440 {35,190)|
Net RO300 (3.911)
{Expenses incurred ROS50 31,319
Other expenses R1200
Total expenses R1300
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5$.05.02.01.02 Top 5 countries (by amount of gross premiums written) - non-life obligations
Z Axis.

Qther than home country
Country {by amount of gross premiums wntten] - non-ke obligations
FRANCE GERMANY IRELAND ITALY UNITED KINGDOM
€0030 76 C0020_83 C0090_106 CO090_109 C0090_234

Premiums written Gross - Direct Business RO110 4,477 698| 153,464} 507,043 2,379,015) 9,931 261

Gross - Proportional reinsurance accepted RO120
| (Gross - Non-proportional reinsurance accepted RO130

Reinsurers' share RD140 4.031.652 105.139 456,338 2,187.832 9.216,876.

Net R0200 445,046 48.325 50,704 191.183] 714,385
Premiums earned Gross - Direct Business R0210 4,313,208 913.495] 1,201,902 5,434.962 23,354,483

Gross - Proportional reinsurance accepted R0220

Gross - Non-proporticnal reinsurance accepted RO230

Reinsurers' share R0240 3,886,956 T72,603] 1,001,712 5,037,992 21,735,997

Net RO300 426,252 140,892, 120,190 396,970 1,618,546,
Claims mcurred Gross - Direct Business RO310 2,493 897 7,644 226 8,253.934| 25.964 180

Gross - Propartional reinsurance accepted R0O320

Gross - Non-proportional reinsurance accepted RO330

Reinsurers’ share R0340 2.247,023] 6.877.905 7.914.845 23,692,234

Net RC400 246,874 766,321 338,989 2,271,846
Changes m other technical provisions Gross - Direct Business RO410 (2,257 419}, (+7.643,581) (13,115,604 2,555,482, 1,017,655

Gross - Proportionat reinsurance accepted RG420

Grass - Non-proportional reinsurance accepted RO430

|

Remsurers’ share RO440 {2.052 622} (15,926,384 {11,804.044) B,578,178| 1,549 349

Net ROS00 (204,797) {1,717,197) (1,311,560 6.022 696 531,695,
Expenses incured RO550 1,133,101 2102 335,204 2.577.941 5,052 841
Qther expenses R1200
Total expenses R1300
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§.05.02.01.03 Total Top 5 and heme country - non-life obligations
Z Axis:
NonHife and Health
ron-StT
Total Top 5 and
home country
CG140
Pramiums written Gross - Direct Business RO110 17,448 480
Gross - Proportional remsursnce accaplad RO120
Gross - Nor-proportional reinsurance sccepted RO130
Reinsurers' share [Ro120 15,097,837
Nat |RO200 1,450,643
|Pramiums samed Gross - Direct Biiness RO210 35,218,050
Groas - Proportional reinswance accepled R0Z20
Gross - Non-proportional reinsurance accepted RO230
|Reinswrers’ shara RO240 32,515,200
Net RO300 2,702,850,
JClaims incured Gross - Diract Businass. ROZ10 44 356,236,
Gross - Proportional reinsurance accepted RO320
Gross - Non-proportional reinsurance accepled RO330
Reinsurers’ shara RO340 40,732,107
Nel RO400 3824,129
‘Changes in other technical provisions Gross - Diract Businass RO410 (29,443 458)
(Gross - Proportional reinsurance accepted RO420
iGross - Non-proportianal reinsurance accepted RO420
Reinsurers’ share RO440 [19,656,529)|
Net RO500 (9,787,946))
nses Incurred RO550 9,156,199
R1200
{R1300 9,156,169|
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5.23.01.22.01 Own funds
£ Ais;
[ Towl | Tiesi-uwesticted| Tievi-sestricled | T2 | Terd
| o | coono tio | o0 | Coose
Im 0w fuls befoce Geducbon for parhipations in olher | Qecinary share capital gross of own shares) |ROI11IJ 34,260,000 3260000
financial sector
[Nonavailabie called but not paid in ordnary share capital at |Ronzn
oroup level
.Shale premium acoout (elated to ordnary share capka |RW30
ritial funds, members” contribisbons or the equivdlent basic  [ROM0
own - fund kem for mutual and mutial-fype undertakings
1Smoninated muual member accourts IRDO&:)
MNon-available subordinated mutsal member acoounts at group \ROOG0
[evel
Surpius funds [Roo70
Non-avaitable surphes funds at group leved {m
Preference chares |roos0
Man-avalable prefesence shares a¢ group level 'ROI 0
ISMe premium accaurd rekted 1o peeference shares Rot10
Norravalable share premium account related to preference  [R0120
shares at group level
Reconclkabon resene R0130 {15,086,706) {15.086,706)
Subordnaled kabiibes IR0
Non-avallable subordinated liabiies a1 group level R0150
[An aimount equal to the vaiue of nel defemed fax assels 1RI1160
The amounl equal to he value of net deferred tax assets ot |RO170
avalabie at the group level
Other items approved by supervisory authority 29 basic own (RD18D
funds not specified above
Non avakable own funds related to other own keds tlems  |ROI9)
approved by superdsory soltorty
Minorty vierests (if not reported &5 part of 3 spechic own  |ROZ00
fud itert)
Non-availadle minardy inlerests &1 group level ROZ10
Qv funds from the fnanceal statements that shoukd natbe (O funds from the financial stalements that shoid ot be  (RO220
represented by the reconciaton ceserve and do not meet the (represented by the reconciiztion reserve and do not meet the
tateria 10 be clessfied as Soivency Il own funds uritensa to be classied as Solvency () own funds
Deductions Deductions for participations in other fnancial undertaldngs,  [R0230
including non-reguiatsd underizbngs carmyng out fnancial
achies
whetenf deducted according lo art 228 of the Dwrective ROZ4D
20031138/EC
Ceductions for participations where there is non-avalabiity of (70250
informaton (Artcie 229)
Deduction for participations included by usng DA whena  [R0z60
combination of methods is usad
Total uf non-avakable own fund ilems |RO270
Tolal Gaductions |oz80
Total basic v firds after dethctions {0290 10,473,294 18,173,204
Emst& Y Limitad
Stgrod for putposes only
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§23.01.22.01 Own Funds (continued)

Group Solvency and Financial Condition Report (GSFCR)

Ancllary own funds Unpaid and uncalled ordinary share capital callable on ;RDJOD
demand \
Unpakl and uncalted ntial funds, members’ contnbutions or | RO310
the equivaient basi: ovin fund fiem for mutual and mutual -
typs undertaiongs, catlabie on demand
Lhpaxd and uncalled prelecence shares callable ondemand | ROG20
A lagally binding cammtment to subscnbe and pay for RII0
suborcinated kapdibes on demand
Latters of credit and guasantees under Article 965(2) ofthe  |RU340
Crectve 2009HIVEC
Latters of creci and uaranioes other thanundey Abcle  |RO350
95(2) of the Directve 20091 JBIEC
members cals under frst subpavagraphof  |R0350
[Articde 96(3} of tha Dwective 2009N3WEC
[Supplenientary mambers calls - offwr then under firsi RO3T0
b of Avtitla 96{3) of the Directvd 2009/138/EC
Non arvaiable ancilaly own funds at group level 0350
{Other anstary own funds A0
Total ancllaty owh fuids |RO400
(v funds of other financial sectors Cradt institutions, investment fitms, Anancial institubons, RO410
altemative investment fund managers, UCITS management
comparies - total
Instinsions for oocupational retirement prosision |Ro420
Non requaled entities camying out financial activites IHM:!O
Totat own funds of olher financial seclors ;muo
Ovn funds when using the DBA. exclisvely of i combimation [Own funds aggregated when Lising the DA and combinaoon |R450
of methed 1 of method
Own lunds aggregated when using the DBA and comiunaton 'RO460
of method net of IGT
ITotal avalablo own funds to mest the consofidated group ~ 1R0520 19173234 19.173.284
SCR (exchuding own fnds from other Ainancial sector and
from the undartakings included wa DA}
Total avadabla own funds to meet the minimumconsolidated  |R0530 19,173.284 1817324
oup SCR
Tatal efiblo own funds to meet tha consolidated grop SCR |RDG60 19,173,284 18,173,254
(axcludng own funds from other financial sector and from the
undertalongs inckded via DBA }
Total chgbsa own funds 1o meet the minimun consoidted  [ROST0 19,173,234 18,173,284
\proup SCR
Mo consobdated Group SCR SRDBI0 2,500,000
Rato of ERgble own Ands to Meimum Consolidated Group SCR IR0E50 T6T%
Todal ebgrbla own funds to meet the geoup SCR (including own funds from other financial sector and from the undertaldngs  RTED 18,173,264 18,173,284
inskided va DEA)
|Group SCR ROGS0 187%
Ratio of Eligitta own funds to group SCR inchuding other financial sactors and tha undertakdngs includad via DEA ROG) 6%
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Group Solvency and Financial Condition Report (GSFCR)

8.23.01.22.02 Reconciliation reserve
Z Axis:

Co060 |
Accounting consolidation-based method [method 1 and part of |Reconailiation reserve Excess of assets over liabilities RO700 19,173,294
combination of methods 1 and 2]
Own shares (held directly and indirectty) RO710
Foreseeable dmdends, distributions and charges RO720
Other basic own fund items RO730 34,260,000
Adjustment for restricted own fund items in respect of RO740
matching adjustment portfolios and ring fenced funds
Qther non available own furds RO750
Reconciliation reserve RO760 {15,086,370)
Expected profits Expected profits ncluded in future premwms (EPIFP) - Life  [R0O770
business
Expected profits included in future premiums (EPIFP) - Non-  |[RO780
life business
Total Expected profits ncluded in future premiums (EPIFP) R0790
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Group Solvency and Financial Condition Report (GSFCR)

5.25.01.22.01 Basic Solvency Capital Requirement

Z Axis:
Gross solvency Simplifications
capital requirement
C0110 co120

Market risk RO010 753,354
Counterparty default risk ROO20 4,940,717
Life underwriting risk R0OQ30
Health underwriting risk R0040 283,199
Non-life underwriting risk RO050 3,277,680
Diversification RO0G0 (1,778, 478)
Intangible asset risk ROO70
Basic Solvency Capital Requirement RO10Q 7,697,874

EY o tcn

PEDOses only
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$.25.01.22.02 Calculation of Solvency Capital Requirement

Value
o100
Operational risk RO130 2,242 942
Loss-absorbing capacity of technical provisions RO140
Loss-absorbing capacity of deferred taxes RQ150
Capital requirement for business operated in accordance with Art 4 of Directive 2003/41/EC RO160
Solvency Capital Requirement excluding capital add-on RO200 8,719,416
Capital add-ons already set RO210 !
Solvency capital requirement for undertakings under consohdated method R0220 9,719,418
Other information on SCR Capital requirement for duration-based equity risk sub-module R0O400
Total amount of Notional Solvency Capltal Requirements for RO410
remaining part
Total amount of Notional Solvency Capital Requirements for ring RO420
fenced funds
Totat amount of Notional Solvency Capital Requirements for R0O430
matching adjustment portfolios
Dversification effects due 10 RFF nSCR aggregation for article 304 |R0440
Minimurn consolidated group solvency capital requirement RO470 2,500,000
Information on othar entities Capital requirement for other financial sectors (Non-insurance ROS00
capital requiremants)
Capital requirement for ather financial sectors {Non-insurance |R0510
capital requirements) - Credit institutions, investment firms
and financial institutions, alternative investment funds
managers, UCITS management companies
Capital requirement for other financial sectors {Non-insurance [R0520
capital requirements) - Institutions far cccupational retirerent
provisions
Capital requirement for gther financial sectors (Mon-insurance capital requirements) - Capital requirement for non- |R0630
reguiated entities carrying out financial activities
Capital requrement for nan-centrolled participation requirements  |R0540
Capital requirement for rasidual undertakings ROS50
Overall SCR SCR for undertakings included via D and A ROSG0 9,719,416
Solvency capital requrement ROS70 9,719.416
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Group Solvency and Financial Condition Report (GSFCR)

$.32.01.22.01 Undertakingsa in the scope of the group

Cowtry Legal Mame of Ihe | Type of undeniaking]  Legal form Caegory | Supenwaory Cotona of uence Inchumson  the 5Cops of Group Goyp saary 1
underakaing {mutual/mon mutval) Authonty supemzion calculation |
|
% capital share Other crena Lavel of influsnce | Proportional share YeaNo Date of dacision f | Method used and |
Numarnc} {Text) (Qriame) used for group {QName) ant. 214 13 apphed | under method 1, |
sovency {Cate) Leatment of the
calcudation inderiaking
MNumenc) {CQName}
o010 Coo7 Coast Co180 Co210 0230 Cii2ag CL250 0260
MALTA Nult valus Malte Funancial 100.00% N/A 100 00% Inciuded inta scopa Method 1: Fult
Sevices Authonty of group superan consahdation
MALTA Null walug MataFmancal (D00 WA 1 00% Inciuded inla scopa | Method 1 Ful
Seraces Authorty of group supsnsion consobhdabon
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INDEPENDENT AUDITOR’S REPORT
to the Directors of ArgoGlobal Holdings (Malta) Limited

Report on the Group Solvency Il Regulatory Returns

Opinion

We have audited the information and templates (“the Returns”) of the Group Solvency and Financial
Condition Report {“SFCR”) as per below and pursuant to Insurance Rule Chapter 8.10 and 8.11, issued
by the Malta Financial Services Authority (“MFSA”) under the Insurance Business Act, Cap. 403 of the
Laws of Malta, of ArgoGloba!l Holdings (Malta) Limited and its subsidiaries {the “Group”) for the year
ended 31 December 2021;

a) the information that the group shall disclose pursuant to Articles 296 and 297 and 359 (d)
and (e) of the Commission Delegated Regulation {EU) 2015/35;

b) the applicable templates of the SFCR referred to in Annex V of Insurance Rule Chapter 8
as follows:

L Group SFCR
i. template 5.02.01.02 of Annex | of the Commission Implementing
Regulation (EU) 2015/2452 (“the Regulation”}
ii. template 5.23.01.22 of Annex | of the Regulation;
iii. template 5.25.01.22 of Annex | of the Regulation;

In our opinion, the accompanying Returns for the year ended 31 December 2021 are prepared in all
material respects in accordance with the framework referred to in the Insurance Rule Chapter 8.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Returns section of our report. We are independent of the Group in accordance with the
International Code of Ethics for Professional Accountants (including International Independence
Standards) as issued by the International Ethics Standards Board for Accountants(the “IESBA Code”)
together with the ethical requirements that are relevant to our audit of the Returns in accordance
with the Accountancy Profession (Code of Ethics for Warrant Holders) Directive issued in terms of the
Accountancy Profession Act, Cap. 281 of the Laws of Malta, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the [ESBA Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

A member fim of Ermst & Young Slokal Linited
Rogisterec i Mialta No C30252
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INDEPENDENT AUDITOR’S REPORT
to the Directors of ArgoGlobal Holdings (Malta) Limited

Report on the Group Sclvency Il Regulatory Returns

Other information

The directors are responsible for the other information. The other information comprises the
information included in the SFCR, ather than the Returns and our auditor’s report thereon,

Our opinian on the Returns does not cover the other infarmation and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the Returns, our respansibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the Returns or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.

Emphasis of matter — Basis of preparation and restriction on distribution and use

We draw attention to the basis of preparation of the Returns that is in accordance with the framework
referred to in the Insurance Rule Chapter 8. As a result, the returns may not be suitable for any other
purpose. Qur report is not modified in respect of this matter.

Our report is intended solely for the Directors of the Group. We understand that our report will be
made available to the MFSA in support of the Group’s obligation under Insurance Rule Chapter 8. Qur
report is intended solely for this purpose and should not be distributed or otherwise made available,
in whole or in part, to parties other than the Directors and MFSA without our prior written consent.

Other matter

ArgoGlobal SE and ArgoGlobal Holdings (Malta) Limited have prepared separate set of financial
statements for the year ended 31 December 2021 in accordance with International Financial Reporting
Standards as adopted by the EU an which we issued separate auditors’ reports to the shareholders of
the Company dated 8" Aprit 2022.

A membar firm of Ernst & Yourg Global Linilad,
Regstered in Malta No. C302.2
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INDEPENDENT AUDITOR’S REPORT
to the Directors of ArgoGlobal Holdings (Malta) Limited

Report on the Group Solvency Il Regulatory Returns

Responsibilities of the directors for the Returns

The directors are responsible for the preparation and fair presentation of the Returns in accordance
with the requirements of Insurance Rule 8 and for such internal control as the directors determine is
necessary to enable the preparation of the Returns that are free from material misstatement, whether
due to fraud or error.

In preparing the Returns, the directors are responsible for assessing the Group’s ability to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the Returns

Our abjectives are to cbtain reasonable assurance about whether the Returns as a whole are free
fram material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken an
the basis of these Returns,

As part of an audit in accordance with iSAs, we exercise professional judgment and maintain

professional skepticism throughout the audit. We also:

. identify and assess the risks of material misstatement of the Returns, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our epinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control;

. obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of Group’s internal centrol;

. evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the directors;

A membar fins ol Frost & Young Global Lmted,
Registered in Malta No C30262
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INDEPENDENT AUDITOR’S REPORT
to the Directors of ArgoGlobal Holdings (Malta) Limited

Report on the Group Solvency Il Regulatory Returns

Auditor’s responsibilities for the audit of the Returns - continued

conclude on the appropriateness of the directors’ use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Group’s ability to
continue as a going concarn. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the Returns ar, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence abtained up to the date of our auditor’s report. However, future events ar conditions
may cause the Group to cease to continue as a going concern;

evaluate the overall presentation, structure and content of the Returns, including the
disclosures, and whether the Returns represent the underlying transactions and eventsin a
manner that achieves fair presentation;

We communicate with the Directors regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that
we identify during our audit.

We also provide the Directors with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, actions

taken to eliminate threats or safeguards applied. =

The portner in charge of the audit resulting in this independent auditor’s report is

Frank Cassar for and on behalf of

Ernst & Young Malta Limited
Certified Public Accountants

8" April 2022

A member firm of Frast & Young Global L.mited
itegistered 1n Malta No- $30252



