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AmTrust Europe Limited

Strategic report
for the year ended 31 December 2018

The directors present the strategic report of AmTrust Europe Limited (‘AEL’ or ‘the company’) for the year ended 31
December 2018.

Principal activity

The company conlinues to only write general insurance business as its principal activity, however, there has been a
major change to the business mix due to the company seeking to exit business underwritien in the EU and due to the
company undertaking major Part Vil transfers from AMT Mortgage Insurance Limited and Pedigree Livestock Insurance
Limited. The company’s core product lines are medical malpractice, legal expenses, property, casualty, warranty, surety
and accident and health. There have not been any significant changes In the company’s principal aclivities In the year
under review In respect of the underwriting of general insurance business, however, as is described in detail within the
Review of the business and future developments, the business mix in terms of lines of business and geographical
exposure has changed during the course of the year and will continue to do so as a result of decisions made In
anticipation of Brexit.

Review of the business and future developments

For 2018, the company had a profit of £46,000 (2017 - profit of £69,962,000). The decrease in profit in 2018 is driven by
a loss on revaluation of subsidiary undertakings relating to AmTrust ialia S.r.l. (compared to a gain in the prior year
relating to AMT Mortgage Insurance Limited) resulting in a £36,532,000 reduction in profit before tax compared to 2017.
Dividend income has also reduced by £15,494,000. Profit from the technical account for general business has fallen by
£6,597,000, which Is described below In the review of business and future developments, while unrealised losses on
investments increased by £5,967,000.

No dividends were paid during the year (2017 - £nil). The directors do not recommend payment of a final dividend.

The company'’s core strategy is to offer lines and products where it has a high degree of market knowledge and expertise.
Our phllosophy is to focus upon those areas where the large composite insurers do not have predominance and where
the company can develop long-term relationships with its clients. The company plan into 2019 and beyond has this focus
at its core with the company exiting a number of less profitable, higher risk lines of business. The directors’ aim Is to
implement an active strategy to diversify lines of business so that no one class represents a significant driver of income
and profitabllity. This results in a diverse range of non-correlated insurance producis and helps to provide protection
against volatilities in insurancae risk. It Is the directors’ intention to continue this strategy into the foresesable future.

The company experienced a period of transition during 2018 and as a result has realigned its portfolio into 2019 to focus
on key areas of growth while exiting less profitable lines and transferring European mainland business to AmTrust's Irish
based insurer, AmTrust intemational Underwriters Designated Activity Company (‘AlU’). In addition, 2018 saw the final
stage of the phased reduction of the company's related-party reinsurance programs, which had taken place over the last
few years, as well as the transformation of its ultimate parent company. Overall, the company gross loss ratio remains
below 100% and has made a profit from reinsurance activities. The forecast for 2019 has renewed focus on lines which
will enhance the portfolio's return on equity. After expenses, losses from technical resulls increased by £5,376,000 as a
result of the strangthening of reserves in a number of classes.

Gross written premium was higher than the prior year at £497,642,000 (2017 restated*- £490,720,000) due to increasing
market presence in a number of lines of business within the UK, while many of the planned transfers of mainland
European business to AlU in readiness for Brexit have been slower than planned. The intention Is to transfer all remaining
Europsan business in advance of Brexit.

*See Note 1



AmTrust Europe Limited

Strategic report
for the year ended 31 December 2018 (continued)

Review of the business and future developments (continued)

On 23 June 2016, the United Kingdom voted to leave the European Union. In arriving at a post-Brexit plan, management
assumed a regulatory environment where equivalence is granted but no passporting or freedom of services was
expected, On this basis over the course of 2017, 2018 and into the eary stages of 2019 the company has sought to
transfer all mainland European business to AlU. For certain schemes where this has not been possible, and where
management are keen lo maintain relationships, the company Is considering alternative options. Despite uncertainties
surrounding Brexit at the time of approving these financial statements, this plan remains in force. The remaining EU
business within the company's business plan does not make up a significant part of the overall expected profitability.
Ultimately the company intends to cease writing new business in the EU.

The directors adopt a conservative investment policy investing predominanily in easily realisable investment grade
corporale securities or cash.

As a subsidiary of AmTrust Financial Services, Inc. (formerly NASDAQ Global Market: AFSI) (‘AFSI') the company
benetits from financial, operational and management support. AFS! is a multinational property and casualty Insurer
specialising in small 1o medium sized businesses. With extensive underwriting experience and a prestigious “A”
{Exceltent) Financial Size “XIV” rating from A.M. Best, AFSI has earned a reputation as an innovative, technology driven
provider of insurance products. Commitment to excellence is a common thread connecting each of the AmTrust
companies.

On 29th November, AFS} announced the completion of the merger transaction in which Evergreen Parent, L.P., an entity
formed by private equity funds managed by Stone Point Capital LLC, together with Barry Zyskind, Chairman and CEO
of AmTrust Financlal Services, Inc., George Karfunkel and Leah Karfunkel (collectively, the 'Karfunkel-Zyskind Family'),
acquired approximately 45% of the company's issued and outstanding common shares that the Karfunkel-Zyskind Family
and certain of its affiliates and related parties did not already own ar control (the ‘go-private transaction’).

The company continues to benefit from a whole account quota share arrangement with a group reinsurance entity. The
other major quota share arrangement the company held with Maiden Reinsurance Ltd remained In operation through
2018 but is no longer to be applied to new business from 1 January 2019, This quota share was only applied to part of
the medical malpractice line of business and therefore its termination Is only relevant on the final renewals of that
business in the coming year as the future policies will be underwritten by AlU.

The current year financial position reflects a continued reduction In the percentage of business ceded to reinsurers
resulting In increases in net premiums written and net premiums eamed. Reinsurance commissions have also reduced
as a result of this agreement resulling in a corresponding increase in operating costs.

Restatement of prior year comparative

The tinancial statements contain two restatements of the prior year comparatives. The [irst relates lo a change in
inception dates on certain Medical Malpractice policies, this has no net impact on earnings and therefore profits (n any
given year. The second restatement relates to the inclusion of additional claims relating to the legal business as a result
of new data. A full assessment of both of these restatements Is included on page 24.

Performance review

The company continues to have a strong net loss ratio and the forecast for 2019 has renewed focus on lines which will
enhance the overall portfolio’s return on equity. However, as results for the year include the strengthening of a number
of seserve levels based upon developments during the year the company made a loss on technical activities of
£7,855,000, reporting a combined ratio of 103%.



AmTrust Europe Limited

Strategic report
for the year ended 31 December 2018 {continued)

Performance review (continued)
Medical Malpractice (included in Note 3 'segmental information' under the liability heading)

The company entered the ltalian medical malpractice market in December 2009 as the market was hardening and
developed a strong on-the-ground presence In Italy via a dedicated branch infrastructure. This line of business has made
up a significant portion of the company results since entering the market, however, due to Brexit, AEL Is no longer
responding to new medical malpractice public hospital tenders in ftaly, which are instead being referred to AlU. Business
written in the company Is therefore limited to renewals and extensions of contracts with existing hospitals and policies
for smaller assoclations and Individual doctors. The impact of this on the company is considered to be minimal as AEL
is backfilling this business with other lines.

The AmTrust group continues to hold a strong position in the market place.
Legal Expenses (included in Note 3 ‘segmental information’ under the miscellaneous and pecunlary loss heading)

The company has actively diversified Its legal expenses line of business so that is not overly dependent upon one
particular market. Accordingly, it underwrites a variety of different products across multiple distribution channels in both
the UK and overseas. The company’s strategic objactive Is to become the leading provider in its chosen markets, defined
either by territory, market segment or product type. The legal business is a specific area of growth for the 2019 year and
as an ‘A’ rated insurer the company Is well positioned to take advantage of this market. The company has a broad range
of experience and skills that have allowed the development of innovatlve solutions sulted to the current customer base.

Personal and Commercial “before the event” (BTE) legal expenses insurance continued to grow in 2018, meaning that
the company is now one of the leading BTE providers in the UK and Irefand. BTE products are distributed through
specialist managing general agents (often acling as coverholders) and insurance brokers. These BTE products are
backed with access o 24/7 legal advice helplines.

Commercial “after the evenl” (ATE) legal expenses insurance is another growth area with opportunities in both the UK
and overseas common law jurisdictions. The company has a dedicated business development function that focuses
upon marketing Commercial ATE to law firms and their clients.

Trading conditions for Personal ATE remained challenging In 2018. The expiry of a binding authority agreement reduced
overall written premiums. Performance was also negatively impacted by the resulls of certain legacy accounts. The
company's remaining Personal ATE business continues to perform well. The implementation of the Civit Liability Act
2018 in April 2020 wifl reduce volumes for Personal ATE in respect of injury claims. Following Implementation, most
Injury claims will fall into the Small Claims Track where there is minimal exposure to adverse costs, negating the
requirement for ATE insurance. Despite these changes, the company remains optimistic about business levels and
profitability within this line of business for 2019 where the focus will be on non-Injury areas such as financial miss-selling.

Property (Iincluded in Note 3 'segmental information' under the property heading)

The result before reinsurance in 2018 Is broadly consistent with the prior year.

Looking forward into 2019 the market Is expected to be Increasingly more competitive. A key underwriting focus going
forward is exposure management and to further devetop the post code rating madel seeking to increase the footprint of
risk selaction within the UK.

Casuslty (included in Note 3 'sagmental information' under the lability heading)

A hardening of the market has provided opportunities and improved rates for the company’s professional indemnity line
of business. The strategy Is to focus upon smaller firms and to underwrite on a primary basis. Underwriting volatility is
mitigated by reinsurance protection. The finalisation of the acquisition of Collegiate Management Services Limited in the
latter pant of 2018 was a signlificant platiorm for growth In 2017 which has been consolidated during 2018.

Into 2019, the company’s intentlon is for further consolidation, rather than significant growth, albeit the company remains
apen to considering further opportunities should they arise.



AmTrust Europe Limited

Strategic report
for the year ended 31 December 2018 (continued)

Performance review (continued)

Specialty Risks (included in Note 3 ‘segmental information’ under the miscellaneous and pecuniary loss heading)

The main lines of business within this class are warranty and structural defects. The performance of the warranty line of
business has remalned consistent with prior years and the company intends to maintain this line going forwards through
consideration of less saturated markets. International expansion in this area presents opportunities for the company with
South East Asla continuing to be an exciting prospect.

For the structural defects account, the transfer of mainland Europe business to AlU has started but is intended to
complete during the early part of 2019, meaning the line of business has remained a similar size to the previous year. A
sirengthening of reserves has been included in the current year results, reducing overall retums. The company intends
to reduce #ts exposure to accounts such as those where claims exposures are particutarly long tail.

Surety (included in Note 3 ‘Segmental information’ under the surety heading)

The group's wholly owned managing agent in Spain, and the business generated by it, has continued to grow, particularly
the reinsurance inwards business from South America. In line with the company's risk appetite both quota share and
excess of loss reinsurance Is utilised to protect the account. The account Is overseen by a professional team including
lawyers, economists and accountants. Focus within this line of business will continue to be in Latin America as European
business begins to be underwritten by AtU.

Accident and health (included in Note 3 ‘Segmental informatfon’ under the accident.and health heading)

In 2017, new private health, personal accident and dental schemes were written in the UK and mainfand Europe. At the
same time, atiention was on delivering improved underwriting performance from existing schemes.

The company Is in the process of transferring much of the mainland European business to AlU in anlicipation of Brexit.
This transfer has to date been slower than planned meaning this class of business has remained broadly consistent with
the prior year. The business remains profitable, before reinsurance, in line with expectations.

The company Is actively considering new markets into which new producls can be underwritten and therefore remains
confident about its engagement in the accident and health market.

Mortgage (Included in Note 3 'segmental information’ under the miscellaneous and pecuniary loss heading

During 2018 the company continued to write business which was previously underwritten by AMT Mortgage Insurance
Limited (‘AMIL'). AMIL is proceeding with Part VIl transfer of its business to AEL and other group companies, which is
expected to be completed by 2020 with an intention to close the company. ’

Principal risks and uncertainties

The company continues to be aware of the business risks it faces. In common with other Insurers, the company’s
eamings can be significantly impacted by unpredictable events and circumstances, fatent claims developments and
inconsistent judicial developments.

The company manages these risks and uncertainties by operating and maintaining a detailed risk analysis process. This
involves the application of a structured, consistent and continuous pracess across the company for identifying, assessing
and deciding upon a sultable response to the threats and opportunities that affect the successful achievement of the
company's business objectives.

The principal risks from general insurance business arise from inaccurate pricing, fluctuations in the timing, frequency
and severity of claims compared to expectations; inadequate reinsurance protection; and inadequate reserving.



AmTrust Europe Limited

Strategic report
for the year ended 31 December 2018 {continued)

Principatl risks and uncertainties (continued)

The company writes a large amount of premium income through binding agents who are granted authority to accept
risks on the company’s behalf. All delegations of underwriting authority are strictly controlled. However, there Is no
absolute guarantee that an agent will always comply with the terms of the authority, which could expose the company to
unforaseen losses.

The company establishes reserves for unpaid claims, defence costs and related expenses to cover its ultimate llability
in respect of both reported claims and incurred but not reported claims (IBNR). The company’s reserving procedures
utllise strict actuarial methodologles with conservative input assumptions and are subject to peer review. However, the
risk of the ultimate liabilities being materially different from the amounts currently reserved cannot be entirely eliminated.

The company also faces operational risk. This Is the risk of loss arising from Inadequate or failed intemal processes,
personnel, systems or from extemal events.

Detalls about the sensltivity of the company to market risk exposures In this regard are disclosed in note 2.

The main extemal risk currently facing the organisation relates to Brexil. As described above, the business plan for 2019
and overall stralegy of the company In respect of insurance business is 1o minimise business written In the EU. The
company has a high level of gross assets and liabilities in Euro but the net exposure has been reduced which decreases
exposure to fluctuations in currency as a result of Brexit.

Whilst there remains a risk that the company will not be permitted 1o pay claims in respect of EU policies concluded prior
to Brexit, we belleve the risk is low and is mitigated by the following:

--  The company is in the process of transterring all EU business ta AlU. -

- The European Insurance and Occupational Pensions Authority (‘EIOPA') has issued recommendations for the
insurance sector in light of the UK withdrawing from the EU without a withdrawal agreement advising National
Competent Authoritles (NCAs) in EU member states to allow for the orderly run-off of existing cross-border
business in the event of a *no deal' Brexit, with the appropriate supervision from the EU NCA.

- Many of the Jurisdictions where the company has risk, most notably ltaly, have introduced legislation to give
effect to the EIOPA guidance.

The company's investment portiolio Is fargely held in investment grade corporate and government bonds which has a
similar positive result on the stabllity of the company at this time.

Group risk is defined as the risk of any other group company causing a substantial fallure in the ability of the company
to mest its regulatory and legal requirements. These risks are managed through the implementation of effective corporate
governance structures, on-going monitoring of the AmTrust Group credit ratings and the financial suppon through the
guarantee with AmTrust International Insurance Ltd (Bermuda).

Information on the management of financial risk by the company is disclosed in note 2 ta the financial statements. In
particular, the company's exposure to interest rate risk, credit risk, liquidity risk, spread risk and currency risk dre
separately disclosed in that note.



AmTrust Europe Limited

Strategic report
for the year ended 31 December 2018 (continued)

Key performance Indicators

Below is a table showing the ratios as at 31 December 2018 which the directors consider 1o be key performance

indicalors.

2018 2017
Income Staterment (restated*)
Gross premium
% Increase In gross premium written 1% 24%
Earned premium, net of reinsurance
% Increase in eamed premium 20% 18%
Technical account (loss) (£'000) (7.855) (1,258)
Net claims ratio (a) 60% 45%
Combined ratio (b) 103% 101%
Statement of Financfal Position
Total assets (£'000) 1,932,394 1,855,925
Total equity (€£'000) 379,889 380,721
Investments (£'000) 568,895 524,429
.Solvency Overview .
Solvency Capital Requirement coverage (‘'SCR) 130% 152%
Minimym Capital Requirement coverage (‘MCR?’) 398% 566%

‘See Note 1.
{a) The net claims ratio is the percentage of claims costs incurred in relation to the premlums earned, net of reinsurance.
{b) The combtined ratio is the percentage of technical charges in relation to the premiums earned, net of reinsurance.

Approval

This strategs

 AGMSS Murcia
<« Director

n was approved on behalf of the Board.

Date: ¥ My 2019



AmTrust Europe Limited

Report of the directors
for the year ended 31 December 2018

The directors present their report togsther with the audited financial statements for the year ended 31 December 2018

Directors

The names of the directors of the company at the date of this report are listed on the contents page of these financial
statements.

Going concern

The company has considerable financial resources and a balanced book of business. After review of the key performance
indicators, financial forecasts and budgets, and the key risks as oullined In note 2 to the financial statements, the directors
have a reasonable expectation that the company has adequale resources available 1o continue In operational existence

for the foreseeable future. The directors continue to adopt the going concem basis of accounting In preparing the financia
statements.

On 1 January 2016, the company entered into the Solvency Il regime applicable to European insurance and reinsurance
undertakings. The company uses the standard formula to calculate its Solvency Capital Requirement under this regime.
The directors have reviswed the company's solvency position and are content that this supports the continued use of
the going concern basls in preparing the financial statements.

Dividends

No dividends were pald during the year (2017 - €nil). The directors do not recommend payment of a final dividend.
Political and charitable donations

The company has made no political or charitable donations during the year (2017 - £NIL).

Financia! instruments

During the year the company held financial Instruments. Details about these are shown in notes 2 and 12 of the financial
statements.

Branches outside the UK

The company has a branch In Italy.

Disclosure of information to auditor

The diractors who held office at the date of approval of this directors’ report confirm that, as far as they are aware, there
is no refevant audit information, being information required by the auditor in connection with their report, of which the

company’s auditor is unaware and each director has taken all the steps that they ought to have taken as a director to
make themselves aware of any relevant audit information and to establish that the company’s auditor is aware of that

Information.
Independent auditor

In accordance with Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and KPMG
LLP will therefore continue In office.

Date: 3 MAY 2019



AmTrust Europe Limited

Directors’ statement and responsibllities

Statement of directors’ responsibilities in respect of the strategic report, the directors’ report and the financial
statements

The directors are responsible for preparing the strategic report, the directors’ report and the financial statements in
accordance with applicable law and regulations.

Company law requires the directors to prepare financia) statements for each financlal year. Under that law they have
elected to prepare the financial statements In accordance with UK Accounting Standards and applicable law (UK
Generally Accepted Accounting Practice), including FRS 102 The Financial Reporting Standard applicable in the UK and
Republic of Ireland.

Under company law the directors must not approve the financial statements unless they are satisfied that they give a
true and fair view of the state of affairs of the company and of the profit or loss of the company for that period. In
preparing these financial statements, the directors are required to:

« select suitable accounting policies and then apply themn consistently;
« make judgemenis and estimates that are reasonable and prudent;

« slate whether applicable UK Accounting Standards have been followed, subject to any material departures disclosed
and explained in the financial statements;

« assess the company's ability to continue as a going concern, disclosing, as applicable, matters related to going
concem; and

« use the going concem basis of accounting unless they either intend to liquidate the company or ta cease operations,
‘or have no realislic altemative but to do so. ’

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companles Act 2006. They are responsible for
such internal control as they determine is necessary to enable the preparation of financial statements {hat are free irom
material misstatement, whether due lo fraud or error, and have general responsibility for taking such steps as are
reasonably open to them to safeguard the assets of the company and to prevent and detect fraud and other irregularities.



AmTrust Europe Limited

Income Statement
for the year ended 31 December 2018

Technical account - general business

Note 2018
£'000

Earned premiums, net of reinsurance
Gross premiums written 3 497,642
Outward reinsurance premiums (152,553)
Net premiums written 345,089
Change In the gross provision for uneamed
premiums 20 (44,599)
Change in the provision for uneamed
premiums, reinsurers’ share 20 (8,954)
Change in net provision for unearned
premiums (53,553)
Earned premiums, net of reinsurance 291,536
‘Claims Incurred, net of reinsurance
Claims paid
- gross amount 289,473
- reinsurers’ share (200,182)
Net claims paid 99,291
Change in the provisian for cutstanding
claims
- gross amount 20 21,675
- relnsurers’ share 20 52,846
Change in net provision for claims 74,521
Claims Incurred, net of reinsurance 173,812
Net operaling expenses 5 125,579
Total technical charges 299,391
Balance on the technical account for
general business 3 (7,855)
*See Note 1.

All technical income and expenditure relates to the continuing activities of the company.

2017
(restated*)
£'000

490,720
(218,796)

271,924

(40,680)

10,800

(29,890)

242,034

249,093
(182,211)

66,882

34,575
6,374

40,949

107,831
135,461

243,292

(1.258)




AmTrust Europe Limited

Income Statement

for the year ended 31 December 2018 {continued)

Non-Technical account - general business .
Note

Balance on the general business
technical account

interest income
Rental (expense)/income
Unrealised (losses)/gains on investments

Realised gain on sale of investments
Interest expenses and charges
Unrealised (losses)/gain on subsidiary
undertakings

Revaluation (loss) on investment property

Revaluation loss on tangible assets

Dividend income from subsidiary

undertakings 1"
Other Income

Profit on ordinary activities before tax

Tax on profit on ordinary aclivities . 8

Retained profit for the year 18

The notes on pages 15 to 56 form part of these financial statements.

*See Note 1.

10

2018
£'000

(7,855)

6,697
(625)

(5.509)
1,308
(802)

(20,240)

(1,187)
(433)

32,494
262

4,110

(4,064)

46

2017
(restated")
£000
(1,258)
5,611

401

458

181

(230)
16,292

(684)
(229)

47,988
294

68,824

1,138

69,962



AmTrust Europe Limited

Statement of Comprehensive Income
for the year ended 31 December 2018

2018
£'000
Profit for the financlal year 46
Currency translation differences on forelgn currency net (767)
invesiments
Total comprehensive income 721)

The notes on pages 15 to 56 form pan of these financial statements.

*See Note 1.

1"

2017
(restated*)
£'000

69,962

4,445

74,407



AmTrust Europe Limited

Statement of Financial Position

at 31 December

Assets

Invesiments
Investment property
Invesiments in
subsidiary
undartakings

Other financlal
Investments

Reinsurers’ share of
technical provisions

Provision for uneamed

premiums
Ciaims oulstanding

Dabtors

Debtors arising out of
direct insurance
operations

Other debtors
Amounts owed by
group undertakings

Other assets
Tangible assets
Cash at bank and in
hand

Prepayments and
accrued income
Delarred acquisition
costs

Prepayments

Total assets

Note

11

12

3,20

AK]
14

2018

£'000

7417

119,384

442,094

133,370
603,839

302,086
10,672

115,409

4,084
62,203

93,275
38,561

2018

£'000

568,895

737,209

428,167

131,836

1,932,394

2017
{restated")
£'000

8,604

143,055

372,770

156,047
649,728

285,047
3,305

54,262

5,072

54,841

89,154
34,040

The notes on pages 15 {0 56 form part of these financial statements

*See Note 1

12

2017
(restated")
£'000

524,429

805,775

342,614

§9,913

123,194

1,855,925

2016
(restated’)
£'000

9,462

122,704

312,320

144,062
636,812

252,665
3.302

69,452

5,330

38,678

75,180
32,218

2016
(restated®)
£'000

444,486

780,874

325,419

44,008

$11,308

1,706,185



AmTrust Europe Limited

Statement of Financial Position
at 31 December (continued)

2018 2018 2017 2017 2016 2016
Note (restated*) (restated*) (restated*) {restated*)
£'000 £'000 £'000 £'000 £'000 £'000
{.iabilitles
Capital and reserves
Called up share capital 17 75,044 75,044 71,385
Share premium account 18 11,642 11,642 301
Share based payment
reseve 18 - im 111
Revaluation reserva 18 - R 20
Retained eamings 18 293,203 293,924 219,517
Shareholder’s funds 19 379,889 380,721 291,334
Technical provisions -
gross amount
Provision for uneamed
premiums 384,271 338,519 294 839
Ctaims outstanding 910,066 878,741 819,399
3,20 1,294,337 1,217,260 1,114,238
Creditors

Creditors arising out of -

direct insurance

operations 21 106,805 81,942 85,045
Other craditors including

taxation and social

sacurity 22 43,280 32,598 16,364
Amounts owed lo parent
ki
and group undergkings 84,766 119,537 171,459
234,851 234,077 272,868
Accruatls and deferred
income 23 23,317 23,867 27,745
Total liabililies 1,932,394 1,855,925 1,706,185

The notes on pages 15 to 56 form part of these financlal statements.

*See Note 1

The financial statements were approved by the Board of Directors and authorised for Issue on May 7, 2019.
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AmTrust Europe Limited

Statement of Changes in Equity
for the year ended 31 December

Balance as at 1 January
2018 (restated*)

Profit far the year

Other comprehensive
income for the year’

Total comprehensive
Income for the year

Movement on employee
share scheme

Balance as at 31
December 2018

Balance as at 1 January
2017 (restated")

Profit for the year

Other comprehensive
income for the year

Total comprehensive
income for the year

Issue of share capital

Revaluation [n the year

Balance as at 31
December 2017

Share

Called-up Share based
share premium payment  Revaluation Retained Shareholder’'s
capital account reserve reserve earnings funds
£'000 £'000 £'000 £'000 £'000 £'000
75,044 11,642 114 .. 293,924 380,721
- . - . 46 46
. . . . (767) (767)
- - - : 721) (72y)
- - (1) - - (1)
75,044 11,642 - - 293,203 379,889
71,385 301 111 20 219,517 291,334
- . - . 69,962 69,962
- - - - 4,445 4,445
. . - - 74,407 74,407
3,639 11,341 . . . 15,000
. - . (20) . (20)
75,044 11,842 111 - 380,721

203,924

The notes on pages 15 to 56 form part of these financial statements.

*See Note 1
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AmTrust Europe Limited

Notes forming part of the financial statements
for the year ended 31 December 2018

1

Accounting policies
General informatlon

The company transacts general Insurance business in the UK and through a branch in Italy. The company is a
private company limited by shares and Is incorporated in England. The address of its registered office is 10* Floor,
Markel Square House, St James's Street, Nottingham, NG1 6FG.

Statement of compliance

The financial statements have been prepared under the provision of the Large and Medium sized Companies and
Groups {Accounts and Reports) Regulation 2008 (‘S| 2008/410') relating to insurance companies.

The financial statements have been prepared in accordance with applicable United Kingdom Accounting Standards,
including Financial Reporting Standards (‘FRSs’) 102 and 103, and the Companies Act 2006.

The company is exempt under section 401 of the Companias Act 2006 from the requirement to prepare consolidated
financial statements. The company and its subsidiary undertakings are owned by AmTrust International Limited
(‘AIL") which is wholly owned by AmTrust International Insurance Limited (‘All’) and in tum by the ultimate US parent
company, AFSI. The company Is Included by full consatidation In the cansolidated financial statements of All which
are publicly available from Alls registered address (see Note 27) under an accounting convention considered
equivalent to UK Accounting Standards (UK Generally Accepted Accounting Practice ‘UK GAAP’). These financial
statements therefore present Information about the company as an individual undertaking and not about its group.

Basis of preparation

The financial statements have been prepared under the historical cost accounting rules except for assets carrled
at market value as referanced in the principal accounting policies as pemmitted by FRS 102. The principal
accounting policies applied in the preparation of these financial statements are set out below. With the exception
of the items highlighted under Restatement of prior year comparatives below, these policies have been consistently
applied to all the years presented.

Tha preparation of financial statements in conformity with FRS 102 and FRS 103 requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying the
accounting policles. The areas involving a high degree of judgement or complexity, or areas where assumptions
and estimates are significant to the financial statements have been disclosed as appropriate within the principal
accounting policles in note 1 and In the risk disclosures in note 2. The most significant areas of uncertainty within
the accounts relate to the estimations involved in calculating the technlcal provisions, eamed premlums, pipaline
premiums, lapse provisions and valuing investments in related undertakings.

FRS 102 allows a qualifying entity certain disclosure exemptions, subject to certain conditions, which have been
complied with, including notification of, and no objection to, the use of exemptions by the company’s shareholders.
The company has taken advantage of the exemption under FRS 102, paragraph 1.12(b), not to prepare a cash flow
statement as it is consolidated in the financlal statements of its intermediate parent company All which are avallable
from that company's registered office (see note 27) and produced under UK GAAP. The company has previously
taken advantage of the exemption under FRS 102 1.12(d) not to prepare the requirements of Section 26 - Share
Based Payments, specifically paragraphs 26.18(b), 26.19 to 26.21 and 26.23 as it has been consolidated In the
financial statements of its ultimate parent company AFSI which are available from that company's registered office
(see note 27) and produced under US GAAP which contains equivalent disclosure 1o UK GAAP. All UK employees
who were part of the scheme were transferred to fellow subsldiary AmTrust Management Services Limited and
therefore there is no remaining material exposures to share based payments within the company.

The company has taken advantage of the exemption allowed by FRS 102, paragraph 33.1A not to disclose any

transactions with entities that are 100% owned within the All group, the consolidated financial statements of which
are publicly available.
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AmTrust Europe Limited

Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

1

Accounting policies (continued)
Basis of preparation (continued)

The company has considerable financial resources and a balanced book of business. After review of the key
performance Indicators, financial forecasts and budgets, and the key risks as outlined in note 2 to the financial

statements, the directors have a reasonable expectation that the company has adequate resources available to
continue In operational existence for the foreseeable future. The directors continue to adopt the going concemn basis
of accounling in preparing the tinancial statements.

Principal accounting policles

The principal accounting policies applied in the preparation of these financial statements are set out below.

Basis of accounting for underwriling activities

All classes of business written are accounted for on an annual basis whereby the incurred cost of claims,
commission and related expenses are charged agalinst the eamed praportion of premiums, net of reinsurance.

Premiums
Under the annual basis of accounting, written premiums comprise the premiums receivable on contracls entered

into In the financial period plus adjusiments to premiums and premiums Invoiced in the period which relate to
contracts entered into in previous periods but which had not previously been reflected in written premiums.

Estimates are included of plpeline premiums due but not yet notified to the company.

Written premiums are slated gross of commissions payable to intermediaries and exclusive of taxes and duties
levied on premiums, except where the intermediary Is responsible for setting the amount charged to the ullimate
insured without reference to the company. Certain classes of business are “net rated” and in this situation written
premiums are staled net of commissions payable to intermediaries. The amount of any tax and levies due but not
yet paid Is included in “Other creditors including taxation and social security” in the Statement of Financial Position.

Outward reinsurance premiums are accounted for as written in the same accounting period as the premiums for
the related direct or Inwards reinsurance business.

Claims

Clalms incurred consist of the estimated cost of all losses occurring during the perlod, whether reporied or not,
including related direct and indirect claims handling costs and adjustments to claims outstanding from previous
years.

Technlical provisions

The technical provisions carried forward at the end of the period comprise:

i)  Uneamed premium reserve

Except where an altemative basis better matches recognition to the specific profile of the underlying risk, the
following standard approach is adopted.

Uneamed premiums are calculated on the 365%s method or based upon claims development experience with

separate provision being made for deferred acquisition costs. In respect of business where the period of risk
exceeds 12 months, unearned premiums are calculated an a time apportionmant basis over the period of the risk.
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AmTrust Europe Limited

Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

1

Accounting policies (continued)

Outward quota share reinsurance pramiums follow the same basis. Outward excess of loss reinsurance premiums
on policles purchased on a “risks attaching during” basis are eamed over the same accounting periad as the written
premiums attaching to the contract for the related direct or inwards reinsurance business. Outward excess of loss
reinsurance premiums on policies purchased on a “loss occurring during” basis are earned over the period of
coverage of these reinsurance contracts.

Technical provisions (continued)
il}  Claims oulstanding

(a) Provision is made for the estimated cosl of claims notified to the company but not settled at the end of
the period on an individual case basis. Case estimates are generally set by skilled claims technicians
applying their experience and knowledge to the evidence avallable, and are updated to reflect any
changss in circumstances as they become known. Salvage and other similar recoveries are brought to
account as and when received.

(b) in addition to amounts provided under a) above, provision is made for the estimated cost of claims
Incurred before the end of the period but either not reported to the company (Incurred but not reported
'IBNR") or not enough reported to the company (incurred but not enough reported 'IBNER’). The
estimation of the cost of these claims Is based upon various techniques using a blend of past claims
development experience {(or benchmarks) and initial loss ratlo expectations which are used to estimate
the ultimate cost of the claims. The estimation techniques used take into account the level of business
and the nature of the policies underwritten by the company.

(c) Provision is made for the estimated cost of managing claims incurred before the end of the pertod. This
Is based on the administrative cost of managing each claim, the number of claims outstanding and the
amount of claims outstanding at the end of the financlal period.

(d) Reinsurance is recognised as being recoverable against outstanding claims on the basis of the
reinsurance contract terms concerned.

(e) An additional management margin is held as a provision against the uncertainty in the estimation process.
This is calculated as a proportion of the case reserves and IBNR and IBNER with the proportion
judgmentally being selected based on the uncertainty within each class of business.

The provislon for claims outstanding is based on information available at the Statement of Financial Position date.
Delays are experienced in the notification and settlement of claims, and accordingly the uitimate cost of such claims
cannot be known with certainty at the Statement of Financlal Position date. Subsequent information and events may
result in the ultimate liability being less than, or greater than, the amount provided. The company underwrites some
classes of business in which the emergence and development of claims Is slower than average, and the estimation
of the provision required for these classes is accordingly more uncertain. Any differences between provisions and
subsequsnt setllements are dealt with In the technical account - general business in the period in which the claim
is settled or a revised estimate of the cost of the settlement made. Further dstails of the use of judgements and
estimates in the valuation of Technical Provisions is described on page 23.

iliy  Unexpired risks provision

(a) Provisions are made for any deficlencies arising when incurred premlums, net of assocliated acquisition
costs, are Insufficlent to meet expected claims and expenses afier taking into account future retum on
the investments supporting the uneamed premiums provision and unexpired risks provision. The
expected claims are calculated based on information available at the Statement of Financial Positlon
date.

(b) Unexpired risk surpluses and deficits are offset where business classes are managed together and a
provislon is made if an aggregate deficit arises.
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AmTrust Europe Limited

Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

1 Accounting policies (continued)
Acquisition costs
Acquisition costs are comprised of commission payable 1o third parties, including related parties.

Delerred acquisition costs represent the proportion of acquisition costs incurred which corresponds to the uneamed
premiums provision.

An equivalent approach is adopted 1o reinsurance commission receivable.
Reinsurance

Contracts entered into by the company with reinsurers, under which the company is compensated for losses on
one or more contracts issued by the company and that meet the classification requirements for insurance contracts,
are classified as reinsurance contracts.

‘Insurance contracts enlered into by the company under which the contract holder is another Insurer (Inwards
reinsurance) are Included with insurance contracts, provided thers Is significant transfer of Insurance risk.

The amounts that will be recoverable from reinsurers are estimated based upon the gross provisions, having due
regard to collectability. Reinsurance recoveries in respect of estimated claims incurred but not reported are
assumed to be consistent with the historical pattem of such recaveries, adjusted to reflect changes in the nature
and extent of the company's reinsurance programme over time. The recoverability of reinsurance recoveries Is
assessed having regard to market data on the financial strength of each of the reinsurance companies. The
reinsurers’ share of claims incurred, in the Income Statement, reflects the amounts received or receivable from
reinsurers in respect of those claims incurred during the period. Reinsurance liabilities are primarily premiums
payable for reinsurance contracts and are recognised in the Income Statement as ‘Outward reinsurance premiums’
over the relevant risk period.

Assets created by reinsurance transactions are measured on a basis conslstenl with the related reinsured liabitity,
subject to any allowance for Impairment.

Investments
Investments are recognised on the basis of transaction trade dates.
Investments in subsidiary undertakings and pariicipating interests

Investments In subsidiary undertakings are stated at fair value based upon the directors’ valuation with any changes
in fair value recognised in the Income Statement.

Invesiments In associates and participating Interests are stated at cost less Impainment with any changes
recognised in the Income Statement.

Funher detalls of the use of judgements and estimates in the vaksation of investments of subsidiary undsrtakings
and participating interests are given on page 23.
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AmTrust Europe Limited

Notes forming part of the financial statements
for the year ended 31 December 2018 (cont/nued)

1

Accounting policles (continued)
Investment property

The company owns land and bulldings which are part owner accupled and part held as investment property. The
company has elected to carry the investment property at fair value. Full valuation of the Invesiment property Is
carried out on an annual basis by Independent professionally qualified valuers. The aggregale surplus or deficit on
revaluation of the investment propenty Is taken to the non-technical account.

Tangible Assels
i) Land and bulldings

The company has elected to carry the owner occupled element of land and buildings at fair value less depreciation
as Is permitted under FRS 102. Full valuations are made by independent, professionally qualified valuers on a
regular basls.

The aggregate surplus or deficit on revaluation of properties he!d at fair value is taken to revaluation reserve to the
extent that this does not move to a deficit position. Any further movement beyond that point is taken to the non-
technical account.

i) Other tangible assets

Other tangible fixed assets are measured at cost less accumulated depreciation and any accumulated Impairment
losses.

Depreciation

Depreciation Is calculated to write off the cost of tangible fixed assets, less their estimated residual value, on a
straight-line basis over thelr estimated useful lives, which are as follows:

Computer equipment and software - 25% - 33%1% per annum
Motor vehicles - 25% per annum
Fixtures, fittings and office equipment - 25% per annum
Freehold property - Over40years

Taxation

Tax on ordinary activities comprises current and deferred tax.
Current tax

Current tax is the amount of income tax payable in respect of the taxable profit for the year or prior years. Tax Is
calculated on the basis of tax rates and laws that have been enacted or substantively enacted by the period end.

Deferred taxation

Deferred taxation is provided in full on timing differences which result in an obligation at the Statement of Financial
Position date to pay more tax, or a right to pay less tax, at a future dats, at rates expected to apply when they
crystaliise based on current tax rates and substantially enacted tax law. Timing differences arise from the inclusion
of itams of Income and expenditure in taxation computations in periods different fram those Included in financial
statements. Deferred taxation assets are recognised to the extent that it is regarded as more likely than not that
they will be recovered. Deferred taxation assets and liabilities are not discounted.
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AmTrust Europe Limited

Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

1

Accounting policles (continued)
Financial instruments
Financial assets

in applying FRS 102, the company has chosen to apply the recognition and measurement provisions of IAS 39
Financial Instruments.

The company elects 1o account for its investments in corporale and govemment bonds at fair value through profit
and loss. Management determines the classification of its investments at Initial recognition. All other financial assets
are carried at amontised cosl.

i Fair value through profit and loss

The company elects to carry ils investments al fair value through profit and loss at inception if doing so results in
more relevant information. These assets are managed and thelr performance evaluated on a falr value basis, and
information about their fair values Is provided internally to key management personnel on a regular basis. The fair
values of these financial instruments are based on quoted Bid prices as at the Statement of Financial Position date.

1i) Loans and receivables

The other financlal assets within the Statement of Financlal Poslition are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.

When these assets are recognised initially they are valued at the transaction price. Loans and receivables are
subsequently measured at amortised cost using the éffective Interest method. Recelvables arising from insurance
contracis are included in this category and are reviewed for impairment as pan of the impairment review of foans
and receivables. This basis of valuation is viewed by the directors as being appropriately prudent having regard to
the likely realisable value. :

i) Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits with maturities of three months or less from
the acquisition date that are subject to an insignificant risk of changes in fair vatue, and are used by the company
in the management of its short term commitments. They are carried at amortised cost In the Statement of Financial
Position.

fv) Impairment of financial assets

For financial assets not carried at fair value through profit and loss, the company assesses at each Statement of
Financial Positlon date whether there Is objective evidence that a financial asset or group of financial assets is
impalred. A financlal asset or group of financial assets is impalred and impaimment losses are incurred only if there
is objective evidence of impalrment as a result of one or more events that have accurred after the initial recognition
of the assets and that event has an impact on the estimated future cash flows of the financial asset or group of
financial assets that can be reliably estimated. Objective evidence that a financial asset or group of financial assets
is Impaired includes observable data that comes to the attention of the company about the following events:

a) slgnificant financial difficulty of the issuer or abligor;

b) abreach of contract, such as a default or delinquency in interest or princlpal payments;

c) 1he company, for economic or legal reasons relating to the counterparty’s financial difficulty, granting to
the counterparty a concesslon that the company would not otherwise consider;

d) it has become probable that the counterpanty will enter bankruptcy or other financial reorganisation; and

o) observable data indicating that there has been a measurable decrease in the estimated future cash flows
from a group of financial assets since the Initial recognition of those assets, even though the decrease
cannot yet be identifled with the individual financial assets in the company, such as adverse national or
local economic conditions or adverse changes in industry conditions.
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AmTrust Europe Limited

Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

1

Accounting policies (continued)

The company first assesses whether objective evidence of impairment exists individually for financial assets that
are individually significant. It the company determines that no objective evidence of Impairment exists for an
Individually assessed financial asset, whether significant or not, it includes the asset in a group of financial assets
with similar credit risk characteristics and collectivaly assesses them for impairment. Assets that are individually
assessed for impairment and for which an impairment loss is or conlinues to be recognised are not included in a
collective assessment of impalrment.

If there Is objective evidence that an impairment loss has been Incurred on loans and receivables carried at
amortised cost, the amount of the loss is measured as the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding future credit losses that have been incurred) discounted at
the financial asset's original effective Interest rate. The carrying amount of the asset is reduced and the amount of
the loss Is recognised in the Income Statement for the period. As a practical expedient, the company may measure
impairment on the basis of an instrument’s fair value using an observable market price.

For the purpose of a collective evaluation of impairment, financial assets are grouped on the basis of similar credit
risk characteristics (i.e. an the basls of the company's grading process that considers asse! typse, industry,
geographical location, past-due status and other relevant factors). Those characteristics are relevant to the
estimation of future cash tlows for groups of such assets by being indicative of the issuer’s abllity to pay all amounts
due under the contractual terms of the debt instrument being evaluated.

If in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively
to an event occurring after the impairment was recognised (such as Improved credit rating), the previously
recognised impaiment loss Is reversed through the Income Statement for the perlod.

Financlal liabllities
Financial llabllities are recognised when contractual commitments arse.

Creditors are financial liabilities and are recognised initially at fair value, net of directly attributable transaction costs.
Creditors are subsequently stated at amortised cost, using the effective interest method.

Investment return

Interast income is recognised on an accruals basis. Realised gains and losses on investments carried at fair value
through the profit and loss are calculated as the difference belween net sales proceeds and purchase price.
Movements in unrealised gains and losses on investments represent the difference between the fair value at the
Statement of Financlal Position date and their purchase price or their fair value at the last Statement of Financial
Position date, together with the reversal of unrealised gains and losses recognised in earlier accounting periods in
respect of investment disposals in the current period.

Leasing and hire purchase commitments

Assets obtained under hire purchase contracls and leases which result in the transfer to the company of
substantially all the risks and rewards of ownership {finance leases) are capitalised as tangible fixed assets at the
estimated present value of underlying lease paymenis and are depraclated In accordance with the above palicy.
Obligations under such agreements are included in creditors net of finance charges allocated to future periods. The
finance elerment of the rental payments is charged to the Income Statement over the period of the lease or hire
purchase contract so as to praduce a constant periodic rate of charge on the outstanding balance of the net
obligation in each period.

Rentals payable under operating leases are charged on a straight-line basis over the term of the lease.
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AmTrust Europe Limited

Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

1

Accounting policies (continued)
Delfined contribution pension plans

The company operales a defined cantribution plan for its employees. A defined conltribution plan Is a pension plan
under which the company pays fixed contributions Into a separate entity. Once the contributions have been paid
the company has no further payment obligations. The contributions are recognised as an expenss when they are
due. Amountis not paid are shown in accruals in the Statement of Financial Position. The assets of the plan are held
separately from the company In independently administered funds.

Share based payments

The fair value of these equity-settled share-based payments is measured at the date of the grant and is recognised
as an expense on a straight-line basis over tha vesting period, with a corresponding increase In the share based
payment reserve (representing a capital contribution by the parent) based on the company's estimate of the number
of instruments that will satisty non-market vesting conditions. Upen exercise, AmTrust Financial Services, Inc., does
not make a recharge to the company In respect of share awards granted to the company's employees.

The company has previously applied the requirements of FRS 102 Seclion 26 Share-based Payment. FRS 102
allows a qualifying entity cerlain disclosure exemptions, subject to certain conditions, which have been complied
with, including notification of, and no objection to, the use of exemptions by the company’s shareholders. The
company has previously taken advantage of the exemption under Financial Reporting Standard 102, paragraph
1.12(d), not to prepare various share based payment disclosures as it is consolidated in the financial statements of -
its ultimate parent company AFSI which are available from that company’s registered office (see note 27) and
produced under US GAAP, which contains equivalent disclosure to UK GAAP. All UK employees who were part of
the scheme were transferred to fellow subsidiary AmTrust Management Services Limited and therefore there Is no
remaining material exposures to share based payments within the company. )

Share capital

The called up share capital is the amount paid up on the shares issued, up to their nominal value.

Share premium account
The share premium account is the amount paid up on the shares issued in excess of thelr nominal value.
Foreign currency translation

The company’s financial statements are presented in pound sterling, rounded to thousands, which is the company's
functional curency. The company operates a branch in Italy which has a Euro functional currency.

Foreign currency transactions are transiated into the functional currency using the exchange rates prevaiting at the
date of the transaclion.

Monelary assets and liabilities denominated In foreign currencies are retranslated at the rate of exchange ruling at
the Statement of Financlal Position date.

Non-manetary assets and liabilities denominated in foreign currencies are translated at the respective historic rates
applicable to each such asset or liabllity.

In accordance with FRS 103, unearned premium resesve and deferred acquisition costs are treated as monstary
assets for this purpose.

All differences are taken to the Income Statement.



Notes forming part of the financlal statements
for the year ended 31 December 2018 (continued)

Accounting policles (continued)
Foreign currency translation (continued)

The results and financial position of the Italian branch are translated into the presentation currency as follows:
a) assels and liabilities are translated at the closing rate at the Statement of Financlal Position date;

b) Income and expenses are translated at the average rate of exchange during the year; and
c) all resulting exchange differences are recegnised in other comprehensive income.

Use of judgements and estimatas

In preparing these financial statements, the directors of the company have made judgements, estimates and
assumptions that affect the application of the company’s accounting policies and the reported in the Statement of
Flnanclal Position and the Income Statement.

Discretionary judgement and estimates are of significance for the following items in particutar: fair values and
impairments of financlai instruments, fair value of subsidiaries, eamed premiums, lapse provisions and technical
provisions.

Eamed premiums are calculated on the 365ths method or based upon claims development experience with
separate provision being made for deferred acquisition costs. In respect of business where the period of risk
exceeds 12 months, eamed premiums are calculated on a time apportionment basis over the period of the risk.
This latter approach lIs Inherently more judgmental and therefore requires constderation of claims curves relating to
the assaciated business.

Estimates are included for pipeline premiums due but not yet notified to the company. These estimales are provided
by underwriters and monitored on a frequent and ongoing basis.

The lapse provision includes estimates for iapse rates and loss ratios based upon all available historical information.
These are reviewed regularly by management.

In insurance and reinsurance, the use of estimates for measuring technical provisions is of substantial significance,
given that measurement is based on models and the development of future cash flows from insurance contracts
cannot be conclusively predicted. Judgement and estimates based on management’s knowledge of the business
can be an important factor.

The company's processes are geared to determining amounts as accurately as possibte, taking into account all
relevant known information, specifically linked to the line of business underwritten. Avaltable factual information and
management's knowledge of the items concemed are the bases for determining accurate estimates at the reporting
date. Estimates may have to be adjusted in the course of time to take into account new knowledge.

Actual results may differ from these estimates. Estimates and underlying assumptions are reviewed on an ongoing
basis. Revislons to estimates are recognised prospectively.

Judgements and estimates In relation to financial instruments are outlined in note 2.
Valuation of investments In subsidiary undertakings and participating Interests

Investments are initially recognised at fair value on the date at which the company obtains contro! of the subsidiary.
Fair value is inherently volatile and therefore a high level of judgment is used in arriving at the valuations within the
financial statements. Management use a combination of the underlying net assets in the subslidiary undertakings
and where relevant, recent purchase prices, to arrive at appropriate fair values. The company monitors the
underlying risk appetites of all subsidiaries to ensure volatility is kept to a minimum. The directors continue to assess
the performance of subsidiary undertakings to ensure fair values are based on the most recent financial information.

The company's processes are geared to determining amounts as accurately as possible, taking into account all
relevant known information, specifically linked to the line of business underwritten. Avaitable factual information and
management's knowledge of the items concemed are the bases for determining accurate estimates at the reporting
date. Estimates may have to be adjusted In the course of time to take Into account new knowledge.
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AmTrust Europe Limited

Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

1

Accounting policies (continued)
Restatement of prior year comparative

In respect of Medical Malpractice business, the company has historically assumed an annual contract expiry date
of 31 December of each year and in turn the new annual cantract effective date was also 31 December of the same
year. Upon a recent legal review of the contract, management determined that the annual contract expiry date is
31 December of each year, but the actual date on which AEL Is first on risk for the new annual contract is 1 January
of the following year.

This legal clarification required a change in the assumption of the inception date changes when the premium Is
recognised as written within the accounts and therefore requires a restatement of prior year accounts to reflect
these premiums, previausly incepting at the end of each period, to instead incept at the start of the following.

All related reinsurance balances have been restated to reflect the appropriate quota share agreement operating
over this line of business in each financial year.

All relevant broker and reinsurance balances have been updated to reflect the commission and quota share
agreements covering this line of business, Including relevant IPT payables.

There are no malerial impacts on earnings (or other related net income statement items) as all premiums were
previously recorded as uneamed.

Furthermore, in relation to a specific product within the legal line of business, claims that had previously been
included net within commission costs should have been Included within the claims costs for the same business.
These clalms were seltled by the coverholder acling on behalf of the company using amounts retained from
premiums collected. The company has also reassessed its overall obligations under the relevant insurance
contracls written through this coverholder, and has recognised additional losses in 2016. The 2017 Statement of
financlal position has been restated to reflect this. While management belleve there are potential recoveries due
against these claims costs, in accordance with FRS 102, it has been deemed prudent and appropriate not to
recognise these recoverigs until they are virtually certain.
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Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

1 Accounting policies (continued)

The following amounts have been adjusted within the 2016 and 2017 Statement of Financial Positions and 2017

Income Statement.

Earned premiums, net of reinsurance
Gross premiums written
Outward reinsurance premiums

Net premiums written

Change in the gross provision for unearned premiums
Change in the provision for unearned premiums, reinsurers’
share

Change in net provision for unearned premiums

Earned premiums, net of reinsurance

Clalms Incurred, net of reinsurance

Claims paid

- gross amount

- reinsurers' share

Net claims paid

Change in the provision for outstanding claims

- gross amount
- reinsurers’ share

Change in net provision for claims

Claims Incurred, net of reinsurance
Net operating expenses

Total technical charges

Balance on the technical account for general business

2017 Adjustment Adjustment 2017
As {restated*)
previously
reported
£'000 £'000 £'000 £'000
455,823 34,897 - 490,720
(193,575) (25.221) - (218,796)
262,248 8,676 - 271,924
(5,793) (34,897) - (40,690)
(14,421) 25,221 - 10,800
(20,214) (9,676) - (29,890)
242,034 - - 242,034
248,839 - 254 249,093
(182,078) - (133) {182,211)
66,761 - 121 66,882
34,575 - - 34,575
6,374 - - 6,374
40,949 - . 40,949
107,710 - 121 107,831
135,582 . (121) 135,461
243,292 - - 243,292
{1,258) - - (1.258)
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Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

1 Accounting policles (continued)

Restatement of prior year comparative (continued)

Assets

Investmeants

investment propeary

investmenis in subsidiary undertakings

Other linancla! investments

Reinsurers’ share of technical provisions

Provision for unearned premiums
Clalms outstanding

Debtors

Debtors arising out of direct insurance operations
Other debtors

Amounts owad by group undartakings

Other assets
Tangible assets

Cash at bank and in hand

Prepayments and accrued income
Deterred acquisition costs
Prepayments

Total assets

2017 Adjustment  Adjustment 2017
As {restated*)
previously
reported
£'000 £'000 £'000 £'000
8,604 . . 8,604
143,055 . . 143,055
372,770 - - 372,770
524,429 - - 524,429
174,654 (18,606) . 156,047
649,726 . - 649,728
824,832 (18,606) - 805,775
356,409 (71.362) - 285,047
3,305 - - 3,305
54,262 - - 54,262
413,976 (71,362) - 342,614
5,072 - §,072
54,841 . . 54,841
59,913 - . 59,913
101,491 {12,337) - 89,154
34,041 - . 34,040
135,532 (12,337) - 123,194
1,958,232 (102,307) - 1,855,925
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Notes forming part of the financlal statements
for the year ended 31 December 2018 (continued)

1 Accounting policles (continued)

Restatement of prior year comparative (continued)

Liabilities

Capita!l and resarves

Called up share capital

Shara premium account
Share based payment reserve
Revaluation reserve

Retalned eamings

Shareholder's funds
Technlcal provisions - gross amount

Provision for uneamed premiums
Claims outstanding

Craditors

Creditors arising out of direct insurance
operations

Other creditors including taxation and sociat

security

Amounts owed to parent and group
undertakings

Accruals and delerred income

Total liabllities

27

2017 Adjustment  Adjustment 2017
As (restated*)
previously
reported
£'000 £'000 £'000 £'000
75,044 - - 75,044
11,642 - - 11,642
11 = - 111
295,640 - (1,716) 293,924
382,437 - (1,716) 380,721
397,374 (58,855) - 338,519
878,741 - - 878,741
1,276,115 (58,855) - 1,217,260
104,499 (29,706) 7,149 81,942
45,534 (12,507) (429) 32,598
124,541 - (5.004) 119,537
274,574 (42,213) 1,716 234,077
25,106 (1,239) - 23,867
1,958,232 (102,307) - 1,855,925
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Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

1 Accounting policies (continued)

Restatement of prior year comparative (continued)

Assets

Investments
Investment property
Investiments in subsidiary undertakings

Other financial investments

Reinsurers’ share of technical provisions

Provision for uneamed premiums
Claims outstanding

Debtors

Debtors arising out of direct insurance operations
Other debtors

Amounts owed by group undenakings

Other assets
Tangible assels
Cash at bank and in hand

Prapayments and accrued income
Deferred acquisition costs
Prepayments

Total assets

2016  Adjustment Adjustment 2016
As (restated*)
previously
reported
£'000 £'000 £'000 £'000
9,462 - . 9,462
122,704 . - 122,704
312,320 + . 312,320
444,486 - - 444,486
187,890 {43,829) . 144,062
636,812 - - 636.812
824,702 (43,828) - 780,874
366,340 . (113,675) - 252,665
3,302 - - 3,302
69,452 - - 69,452
439,094 (113,675) . 325,419
5,330 - - 5,330
38,678 - - 38,678
44,008 - - 44,008
103,876 (24,697) - 79,180
32,218 » - 32,218
136,094 (24,697) . 111,398
1,868,384 (182,199) - 1,706,185
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Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

1 Accounting policies (conlinued)

Restatement of prior year comparative (continued)

2016  Adjustment  Adjustment 2016
As (restated®)
previously
reported
£'000 £'000 £'000 £'000
Liabilities
Capital and reserves
Called up share capita! 71,385 - - 71,385
Share premium account 301 . - 301
Share based paymant resarve m - - 11
Revaluation reserve 20 - - 20
Retained eamings 221,233 - (1,716) 219,517
Shareholdar's funds 293,050 - (1,716) 291,334
Technical provisions ~ gross amount
Provision for uneamed premiums 388,591 (93,752) - 294,839
Claims aulstanding 81 9,399 - - 819,399
1,207,990 (93,752) - 1,114,238
Creditors
Creditors arising out ol direct insurance
operations 143,382 (65,486) 7,149 85,045
Other creditors including taxation and soclal
security 36,715 (19,922) (428) 16,364
Amounts owed to parent and group
undertakings 176,463 - (5,004) 171,459
356,560 {85,408) 1,717 272,868
Accruals and deferred income 30,784 (3,039) - 27,745
Total liabifties 1,888,384 (182,199) - 1,706,185
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Notes forming part of the financial stalements
for the year ended 31 December 2018 (continued)

2 Management of risk
Management of insurance risk

The predominant risk to which the company Is exposed is Insurance risk which is assumed through the underwriting
process. Insurance risk can be sub-categorised inlo underwriting and reserving risk.

Underwriting risk

Underwriting risk refers to fluctuations In the timing, frequency and severity of insured events, refative to the
expectations of the company at the time ot underwriting.

The company underwrites a range of insurance risks within a number of different classes of business. Within each
class the features of the insurance risk to which the company Is exposed differ In terms of frequency and severity,
The company monitors the performance of each class of business and that information is used to drive pricing
strategles for new and renewal business.

Management monitors risk primarily on a class basis as this is believed to be the key driver for concentration of
risk. However, the performance of individual schemes and programmes within each class is also monitored.
Correclive action is taken If a particular scheme of programme Is not performing as expected.

The company ensures that the underwritten risks are well diversified In terms of type and amount of risk and
geography. Furthermore, underwriting limits and guidelines are in place to enforce appropriate risk selection criteria.

The Actuarial Pricing team review new business to determine that rates are adequate. Within underwriting teams,
a peer review also takes place, The company uses a suite of Key Risk Indicators (‘KRis’) to monitor its exposure
to underwriting risks that are evaluated each quarier. Furthermore, underwriling performance is monitored against
risk appetites In terms of volume of written premium, underwriting profit and concentration via the KRI reporting
process. These include: volume of premium underwriiten, by class of business; priced loss ratios in comparison
with plan; uitimate loss ratios in comparison with plan; concentration of premium and profit contribution by class;
and deterioration in prior year reserves.

The company also uses reinsurance to mitigate underwriting risk. This takes the form of a group quota-share
agreement with AmTrust International Insurance Ltd (Bermuda) on all business written by the company as well as
quota share and excess of foss contracts on individual classes of business with external providers.

The company's insurance underwriting strategy Is to diversify the type of insurance risks accepted and within each
of these categories to achieve a sufficiently large population of risks wherever possible to reduce the variability of
the expected outcome. The company seeks to diversify in terms of type and amount of risk and geographical
location in order to minimise exposure incurred by aggregating risk.

Reserving risk

Reserve risk is the risk that estimates in respect of insurance claims are ultimalely insufficient to fully settle those
claims and assoclated expenses.

The company also has speclalised claims teams In place to manage claims and monitor risks on an on-going basis
1o ensure decisions are based on accurate up to date information.
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Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

Management of risk (continued)
Reserving risk (continued)
i) Sources of uncertainty in the estimation of future claim payments

The company has employed techniques and assumptions that management believe are appropriate for estimating
the Insurance liabilities. However, the results of these techniques are subject to inherent model and parameter
uncerainty and it should be recognised that future claim emergence Is likely to deviate, perhaps materially, from
actuarial estimates. The estimales are subject to uncertainty from various sources, including but not limited to,
changes in claim reporting patterns, claim settlement patterns, judicial decisions, legislation, and general economic
conditions. This uncertainty stems from several factors including lack of historical data, uncertainty over evenls yet
to occur, unceriainty with regard to claim costs, coverage interpretations and the judicial, statutory and regulatory
provisions under which the claims may be ultimately resolved. Therefore, it Is certain that actual future losses will
not develop exaclly as projected and may vary from management's projections. Further, the projections make no
provisions for extraordinary future emergence of new types of claims not sufficiently represented In the historical
data or that are not yet quantifiable, except where claims of these types are included in the reported claims and are
implicitly analysed.

The uncertainty in the estimates for the company Is increased due to:

« Some risks being written on a claims occurrence basis possibly resulting in significant delays in claims being

reported;

The small slze of some classes;

Significant changes in the mix of business within some classes;

Lack of development history and hence reliance on benchmarks for some cfasses;

Increased reserve uncertainty on long-tailed classes which may be subject to limited development history.

Losses reporied by companles underwriting similar long-tailed classes have been particularly volatiie

Increasing the uncentainty in the actuarial best estimates of claims for these classes;

* Uncertainty over the losses on remaining uneamed exposures, padicularly for the classes eaming over
extended periods; and

+ Uncertainty over the number and magnitude of potential large losses on long talled business.

a 8 &
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AmTrust Europe Limited

Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

2 Management of risk (continued)
if)  Process used to decide on assumptions

The company uses assumptions based on a mixture of intemnal historical data and market benchmarks to estimate
its claims liabilities. The company uses several statistical methods to incorporate the various assumptions made in
order lo estimate the ultimate cost of claims. The choice of selected results for each underwriting year of each class
of business depends on an assessment of the technique that has been most appropriate to observed historical
developments. [n certain Instances, this has meant that different techniques or comblnations of techniques have
been selected for individual years or groups of years within the same class of business.

In addition to the market and risk specific data which the actuarial function uses, information Is also gathered from
discussions with other business functions (Underwriling, Claims, Reinsurance and Finance}). Judgement is also
applied before finalising the selected assumptions. '

fij) Change of assumptions

The company continually assesses the methods and assumptions used in developing its claims liabilities to ensure
it Is using the most appropriate approach for each class of business underwritten. During 2018 no significant
changes to methodology were made but actuarial assumptions were updated in the light of the emerging
experience.

iv) Sensitivity analysis

The following table presents the sensitivity of the value of Insurance liabilities disclosed In the accounts to potential
movernents in the assumptions applied within the technical provisions. Given the nature of the business
underwritten by the company, the approach to calcutating the technical provisions for each class can vary and as
a result the sensitivity performed Is to apply a beneficial and adverse risk margin to the total insurance liability.
Management deem a range of +/-2.5% and +/-5.0% to be reasonable in showing sensitivilies in insurance liabilties
based on the ultimate cost of settling gross claims.

General insurance business sensitivities as at 31 December 2018

Risk margin
+2.5% -2.5% +5.0% -5.0%
£'000 £'000 £'000 £'000
Claims oulstanding - gross of reinsurance 22,752 (22,752) 45,503 (45,503)
Claims outstanding - net of reinsurance 7.656 (7,656) 15,311 (15,311)
fmpact on shareholder's funds ) 6,125 (6,125) 12,243  (12,249)
{mpact on profit (movement in year) 3,075 3,075 6,151 (6,151)

General insurance business sensitivities as at 31 December 2017 (restated*)

+2.5% -2.5% +5.0% -5.,0%

£'000 £'000 £000 £'000

Gr Claims outstanding - gross of reinsurance 21,969 (21,969) 43,937 (43,937)
Claims outstanding - net of reinsurance 5,725 (5,725) 11,451 (11,451)
Impact on shareholder's funds 4,580 (4,580) 9,161 (9,161)
Impact on profit (movement in year) 2,074 (2.074) 4,147 (4,147)

*See note 1
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Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

2 Management of risk (continued)
v}  Claims development tables
The tables below present the development of claims payments and the estimated cost of claims for underwriting

years 2010 to 2018. The tables below reflact the effect of each underwriting year's business belng earmed over its
first 2-3 years of development. These tables have been restated* for changes made to prior years.

Gross estimated aamed uftimate claims including IBNR

2010 2011 2012 2013 2014 2015 2016 .éD|7 2018 Tota)
£000 £000 £'000 £000 £000 £000 €000 £000 €000 £'600

Estimate of ullimale claims

costs:

At end ol reporting yaar 50,234 61,256 76,200 91,926 94,255 97,7060 107,668 107,375 116,396

Ona year tater 134,691 186,544 209,203 210.9%0 215,856 286,190 258,872 260,903

Two years fatar 160,403 217.486 219,117 231,504 246,450 314,536 208,630

Three years later 169,729 215,959 241,397 275,515 255,981 320481

Four yaars latar 163,950 228,165 261,184 278,057 253.887

Fivo years later 165,488 252,997 270,438 202,403

Six years later 187,997 265,254 273,507

Seven years later 194,668 _TNTIS

Elght years later 189,742

Current estimata of 199,742 277,175 273,507 282,403 252887 320,481 208,620 260,903 116,396 2,213,524

cumulative claims .

Cumulative payments to 177,333 195,248 199,195 182,634 165,947 166,195 120,491 87.050 714984 1,388,077

date .

Llability recognised in the

Statement of Financia) 22,409 082,527 74312 99,769 67,740 152,268 168,139 173853 44,412 905,447

Position

Provision In respact ol .

prior years 4,819

910,066
Net ast! eamad ultimate clalms g IBNR

2010 2011 2012 2013 2014 2015 2018 2017 2018 Total
£000 £'000 £000 £000 £000 £000 €000 £000 £000 £000

Estmate ol uittmata claims

costs:

At and of reponing yoar 9,138 13,349 16,417 2179 23.556 25,409 31,838 47.027 74,041

Ona year later 26,634 40,573 44,523 49,690 53,682 71,178 82,801 126,237

Two years later 30,471 45,041 48,317 55,101 61,1587 76.946 84,075

Throe years later 32,134 46,327 53,194 65,830 83,669 77812

Four years {ater 32,180 49,738 57,659 65,249 63,743

Five yaars later 32,210 54,780 59,848 66,723

Six yaars later 37,066 57,652 56,988

" Seven years later 37.6846 53,683

Eight years latar 33,461

Cunent asimate of

cumulative claims 33.481 59,683 56,988 66,723 63,743 77812 84,075 126,237 74,041 842,783

Cumulativa paymanis 10

dato 29,797 39,684 39.451 39,960 Jrgre 36,019 23215 375N 60,354 343,922

Liability recognised in tho

Statement of Financial

Position 3,684 19,888 17.537 28,783 25871 41,793 60,860 88 666 13,697 208,840

Provision in respect of

prior yoars 7388

308,229

*See Note 1.
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2 Management of risk (continued)
Management of financial risk

The company is exposed to a range of financial risks, in particular, the key financial risk is that the carrying value
of financlal assets is not sufficient to fund the obligations arising from insurance policies as they fall due, The most
important components of financial risk are markel risk (including Interest rate risk and currency risk), credit risk and
liquidity risk.

These risks arise from open posilions in interest rate and currency, all of which are exposed to general and specific
market movements. The risk that the company faces due to the nature of its investment and liabilities is interest
rate risk. Currency risk relates to differences in exchange rates compared to functional currency.

The company’s overall risk management programme focuses on the unpredictability of financial markets and seeks
to minimise potential adverse effects on the company’s financial performance. t manages these positions within
an asset liability management (‘ALM") framework that has been developed to minimise the risk of significant
deterioration of the investment portfolio while earning profitable retums from those investments. The company
produces regular repons at a portfolio level that are circulated to key management personnel. The company does
not use hedge accounting.

The company has not changed the processes used {o manage its risks from previous periods. The notes below
explain how financial risks are managed using the company's ALM framework, as restated for the impact of bot
prior year restatements. :

2018 2017 2016
(restated*) {restated")
£'000 £'000 £'000

Financial assels carried at fair value through ‘
the Income Statement 442,094 372,770 312,320
Financial assels measured at amortised cost 428,167 342,614 325,419
Assets from reinsurance contracts 737,209 805,775 780,874
Cash at bank and in hand 62,203 54,841 38,678
Other assels 262,721 279,925 248,894
Total assets 1,932,394 1,855,925 1,706,185
Uabillities from insurance contracls 1,294,337 1,217,260 1,114,238
Financial liabilities measured at amortised cost 234,851 234,077 272,868
Other liabilities 23,317 23,867 27,745
Total liabllities 1,552,605 1,475,204 1,414,851

‘See note 1
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2 Management of risk (continued)
i) Market risk
Interest rate risk

Interest rate risk arises primarily from investments in fixed Interest securities. In addition to the extent that claims
inflation is correlated to interest rates, liabilities to policyholders are exposed 1o Interast rate risk.

The company monitors Interest rate risk as part of its regulatory reporting pracess, by monitoring the duration of
assets and liabilities.

Any gap between the mean duration of the assets and the estimated mean duratlon of the liabliities Is minimised
by buying and selling fixed interest securities of different durations.

An analysis of the company’s sensitivity to interest rate changes on the result and net assets of the company is
presented in the table below:

2018 2017
(restated*)
£'000 £'000

Interest rate risk
Impact of 100 basis paint increase on the result and net assets (21,924) (20,044)
Impact of 100 basis point decrease on the result and net assets 19,769 21,391

Currency risk

The company manages its foreign exchange risk against its functional currency. Forelgn exchange risk arises when
future commercial Iransactions or recognised assels and liabilities are denominated in a currency that is not the
entity's functional currency. The company Is exposed to cumrency risk in respect of liabllities under potlicies of
insurance denominated in curmrencles other than Sterling. The most significant currency to which the company is
exposed to is the Euro.

The company seeks to mitigate the risk by matching the estimated foreign currency denominated liabilities with
assels denominated in the same currency. The company has an ltallan branch operation, whose net assets are
exposed to forelgn currency translation risk.

Management deem a range of +/-10.0% to be reasonable in showing sensttivities in currency risk. If sterling had
weakened by 10% against the Euro with all other variables held constant, the net assets and profit before tax would
have been £4,561,000 tower (2017 - £180,000). If it had strengthened by 10% the net assets and profit before tax
would have been £5,574,000 higher (2017 - £198,000).

i) Credit risk

Credit risk is the risk that a counterparty will be unable 1o pay amounts in fuit when due. Key areas where the
company is exposed to credit risk are:

a) reinsurers’ share of insurance liablilities;

b) amounts due from relnsurers in respect of claims already pald;
¢) amounts due from insurance debtors;

d) amounts due from insurance intermediaries;

e) amounts due from corporate bond issuers.

f) deposits at credit institutions; and

g) amounts due from group undertakings

The company manages the levels of credit nisk it accepts by reviewing exposures regularly and reporting to

management on significant counterparties. Credit limits are also in place for certain counterparties as is deemed
appropriate within the business.
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2 Management of risk (continued)
Credit risk (continued)

Exposures to individual policyholders and groups of policyholders are considered through the ongoing credit control
activity and monitoring of aged debt.

Reinsurance Is used to manage insurance risk. This does not, however, discharge the company's liability as primary
insurer. If a reinsurer fails to pay a claim, the company remains llable for the payment to the policyholder. The
creditworthiness of reinsurers is considered continually during the course of business. The company's largest
counterparty Is an intemal group reinsurer. The company's credit risk exposure to this counterparty is mitigated
through the funding of a collateral account based on the economic net value of the labilities.

The company also mitigates credit counterparty risk by investing in high quality government and corporate bonds.

The assets bearing credit risk are summarised below, together with an analysis by credit rating:

2018 2017 2016
(restated*) (restated*)
£'000 £'000 £°000
Financial assets carried at falr value through the
Income Statement 442,094 372,770 312,320
Financial assets measured at amortised cost -
debtors 428,167 342,614 325,419
Assets from reinsurance contracts 737,209 805,775 780,874
Cash at bank and in hand 62,203 54,841 38,678
Total financial assets 1,669,673 1,576,000 1,457,291

Note 28 describes the collateral which are held as security over certain reinsurance assets o which the company
is exposed to credil risk. Other than this coliateral there are no other differences between the carrying amounts and
the maximum exposure.

The company reports on debts that are more than 3 months overdue. The amount at 31 December 2018 was
£4,327,000 (2017 - £6,693,000).
A provision Is carried for the potential impairment of financlal assets relating to policyholder receivables.

*See Note 1.
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2 Management of risk (continued)
Credit risk (continued)

The analysis of financial assets by reference to counterparty credit rating Is as follows:

Carrying
AAA AA A BBB BB B Unrated amount
2018 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Financial
Investments 46,177 173,138 221,757 1,025 - - - 442,094
Debtors arising out
of direct insurance
operations - 840 9,158 40,228 - - 377,941 428,167
Debtors arising out
of reinsurance
operations - - 424,858 158,266 - - 154,085 737,209
Cash at bank and
in hand 16,588 - 31,766 9,569 155 4,125 - 62,203
Total assets 62,766 173,975 687,539 209,088 155 4,125 532,026 1,669,673
Carrying
AAA AA A B8BB BB 8 Unrated amount
2017 (restated*) £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Financial
investments 15,104 72,277 282,479 . . - 2,910 372,770
Debtors arising out
of direct Insurance
aperations - . 5,610 17,918 . - 319,086 342,614
Debtors arising out
of reinsurance
operations - - 434,909 202,449 - - 168,417 805,775
Cash al bank and
in hand 48,669 - 225 4,539 154 1,254 - 54,841
Total assets 63,773 72,277 723223 224,906 154 1,254 480,413 1,576,000
*See Note 1.
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Notes forming part of the financlal statements
for the year ended 31 December 2018 (continued)

2 Management of risk (continued)
Credit risk (conlinued)

The credit risk profile of the investment portfolio has improved in comparison to 2017, due to the disposal of
investments with a rating lower than A-. Assels rated Below BBB are comprised of Cash and assets not rated are
comprised of Debtor balances for which a rating would not generally be provided. Management expects no
significant losses from non-performance by its counterparties. The company made provision for the potential
impairment of financial assets of £3,460,600 (2017 - £3,500,000).

it) Liquidity risk

The company is exposed to daily calis on ils available cash resources, mainly from claims arising from insurance
contracts.

Liquidity risk is the risk that cash may not be available to pay obligations when due at a reasonable cost. The
primary liquidity risk of the company is the obligation to pay claims to policy holders as they fall due. The projected
seltlement of these liabilities is modelled, on a regular basis, using actuarial technigues. The table below analyses
the maturity of the company’s financial liabilities and outstanding claims. All liabllities are presented on a contractual
cash flow basis except for the insurance Habillities, which are presented with their expected cash flows. A significant
proportion of the campany's invesiments are In highly liquid assets which could be converted into cash at short
nofice and at minimal expense.

Maturity analysis of financial assets as at 31 December 2018

Belween
one year Greater
No stated Less than and than
maturity one year five years five years Total
£'000 £°000 £'000 £'000 £'000
Financial assets measured at
amontised cosl 100,492 327,675 - - 428,167
Claims outstanding - reinsurer’
share - 147,973 335,593 120,273 603,839
Financial assets and claims
oulstanding — reinsurer’s share 100,492 475,648 335,593 120,273 1,032,006
Maturity analysis of financial liabilitles as at 31 December 2018
Between
one year Greater
No stated Less than and than
maturity one year five years five years Total
£'000 £°000 £'000 £'000 £'000
Financial liabilities measured at
amortised cost 129,458 105,393 - - 234,851
Claims outstanding - 243,858 501,633 164,576 910,067
Financial liabilitles and claims
outstanding 129,458 349,251 501,633 164,576 1,144,918
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2 Management of risk (continued)
Liquidity risk (continued)

Maturity analysis of financial assets as at 31 December 2017 (restated*)

Between
one year Greater
No stated Less than and than
maturity one year five years five years Total
£'000 £'000 £'000 £'000 £'000
Financial assets measured at
amonrised cost 104,732 237,882 - - 342,614
Claims outstanding ~ reinsurer's
share - 133,012 333,775 182,941 649,728
Financlal assets and claims
outstanding - reinsurer’s share 104,732 370,894 333,775 182,941 992,342

Maturity analysis of financial liabilities as at 31 December 2017 (restated*)

Between
one year Greater
No stated Less than and than
maturity one year five years five years Total
£'000 £'000 £'000 £'000 £'000
Financial liabilities measured at
amortised cost 113,711 120,966 - - 234,077
Claims outstanding - 194,798 450,000 233,943 878,741
Financial liabilities and claims
outstanding 113,711 315,764 450,000 233,943 1,112,618

i) Capital management

The company Is a wholiy owned subsidiary of the AmTrust Financlal Services, Inc. group and is capital Is financed
exclusively through equity and retained reserves. As a result, the company considers shareholder's funds
£379,889,000 (2017 restated* - £380,721,000), as shown on the Statement of Financial Position, to be the capital
which it manages. This approach has not changed since the prior year.

The company is a regulated undertaking and subject to supervislon by the Prudential Regulation Authority (‘PRA")
under the Financial Services and Markets Act 2000 and in accordance with the Solvency It regulations.

The company actlively manages capital to ensure that it can continually meet its regulatory capital requirements
while also maintaining sutficient capital to retain financial strength and allow new profitable growth. Management
maonltor the performance of all aspects of the business to ensure profitability Is managed against risks and that the
financial and capital position of the company Is not compromised.
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2 Management of risk (continued)
i) Capital management

The Solvency II regime became effective from 1 January 2016 and established a new set of EU-wide capital
requirements, risk management and disclosure standards. The company is required o meet a Solvency Capital
Requirement (*SCR') which Is calibrated to seek to ensure a 99.5% confidence of the ability to meet obligations
overa 12-month time horizon. The company calculates its SCR in accordance with the standard formula prescribed
in the Solvency Il regufations as the assumptions underlying the standard formula are considered to be not
materially inappropriate for the company's risk profile.

iif) Fair value estimation

The company cariies its investment portfolio in corporate and government bonds, as well as its own use and
investment property, at fair value.

In line with the amended FRS 102, included in the level 1 category are financial assets that are measured by
reference to published quates in an active market where the quoted prices are readily available from an exchange
and those prices represent actual and regularly occurring market transactions on an arm's length basis. Corporate
and government bonds amounting to £180,378,000 (2017 - £130,863,000) have been assigned a level 1 valuation
method.

Included in the level 2 category are financlal assetls measured using valualion techniques based on assumptions
that are supported by prices from abservable market transactions. The company seeks to determine the fair value
of financial assets primarily with reference to their closing bid market prices at the Statement of Financial Position
date. Corporate and govemment bonds amounting to £261,716,000 (2017 — £241,807,000) have been assigned a
level 2 valuation method.

Together with the AmTrust Group's investment managers, management cantinues to monitor the potential for any
adverse development associated with this investment exposure through the analysis of relevant factors such as
credit ratings and default rates in relation to the securities hetd. The company did not experience any defaults on
debt securities during the year. Valuation of these securities will continue to be impacted by external market factors.
The company will make adjustments to the investment portfolio as appropriale as part of its overall portiolio strategy.

The level 3 category Includes financial assets measured using a valuation technlque based on assumptions that
are nelther supported by prices from observable current market transactions in the same instrument or are based
on available market data but are based on assumptions that market participants would use In pricing the asset.

The investment property amounting to £7,417,000 (2017 - £8,604,000) has been valued using current markel
conditions by a third party independent valuer which also has been assigned a level 3 valuation method. The valuer
performed the market valuation based on a traditional income capitalisation basis having regard to the various
Income streams. Consideration has been given to certain uncbservable inputs including, but not limited to, vold
periods of belween 6 and 12 months, rent-free periods of up to 6 months, holding costs, re-letting fees and service
charges as well as nacessary capital expenditure. The fair value is sensitive to movements In these assumptions.

Investments in subsidiary undertakings amounting to £119,384,000 (2017 - £143,055,000) has also been assigned
a level 3 valuation method. Management use a combination of the underlying net assets In the subsidiary
undertakings and, where relevant, recent purchase prices, to arrive at appropriate fair values. The unobservable
inputs associated with these valuations are the valuss placed upon the assets and liabiiities within the underlying
subsidiary accounts. The values used are considered appropriate noting that no value has been placed upon future
profitabllity of the subsidiaries and therefare these underlying assets and liabilities are sensitive o any such forward
looking value.
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AmTrust Europe Limited

Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

3 Segmental information
Misceltaneous

Accldent ond pscuniary

and health Property loas Surety Liabiity Total
2018 £'000 £'000 £'000 £'000 £'000 £'000
Gross premiums written 48,106 27,333 239,177 27,248 155,778 497,642
Gross premiums eamed 48,369 26,592 193,959 25,138 158,985 453,043
Gross clalms incurred (25,207) (11,416) (163,595) (6,154) (114,776) (321,148)
Gross operating expenses (25,362) (11,516) (44,564) (11,281) (50,365) (143,088)
Gross technical results (2,200) 3,660 (14,200) 7,703 {6,156) {11,193)
Reinsurance premiums earned (10,526) (7,890) (79,631) (13,584) (49,876) (161,507)
Reinsurance claims incurred 10,316 3,122 79,398 3,863 50,637 147,336
Reinsurance operaling expenses 761 638 8,594 4,467 3,049 17,509
Reinsurance technical resulls 551 {4,130) 8,361 (5,254) 3,810 3,338
Net technical results (1,649) (470) (5,839) 2,449 (2,346) (7,8585)
Gross technical provisions 25,335 37,809 456,782 34,051 740,360 1,294,337
Reinsurers’ share of technical
provisions (6,272) (12,563) (206,394) (18,481)  (493,499) (737,209)
Net technical provisions 19,063 25,246 250,388 15,570 246,861 557,128

Gross premiums wiitten include a certaln amount of reinsurance inwards business. As this is below 10% of gross
premiums written there Is no requirement to disclose this separately.
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AmTrust Europe Limited

Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

3 Segmental Information (continued)

Miscellaneous
Accldent and pecuniary

and heaith Property loss Surety Liabitity Total
2017 (as restated*) £'000 £'000 £'000 £'000 £'000 £'000
Gross premiums written 51,229 35,493 190,201 20,689 193,018 490,720
Gross premlums eamed 46,380 33,294 154,853 17,969 197,534 450,030
Gross clalms incurred (16,685) (16,219) (124,353) (5,741) (120,670) (283,668)
Gross operating expenses (29,197) (14,573) (38,726) (9,023) (65,513) (157,032)
Gross technical results 498 2,502 (8,226) 3,205 11,351 9,330
Relnsurance premiums eamed (12,337) (13,736) (79,903) (9.674) (92,346)  (207,996)
Reinstrance claims incurred 9,832 9,583 78,080 3,361 74,981 175,837
Reinsurance operating expenses 966 1,042 8,817 2,919 7.827 21,571
Reinsurance technicat resulls (1,539) (3.111) 6,994 (3.394) (9.538) (10,588)
Net lechnical results ) (1,041) (609) (1,232) (189) 1,813 {1,258)
Gross technical provisions 21,690 34,766 387,917 23,207 749,680 1,217,260
Reinsurers’ share of technical
provisions (8,265)  (17,273) (205,784)  (12,345) (562,108) (805,775)
Net technical provisions 13,425 17,493 182,133 10,862 187,572 411,485

Gross premiums written include a certain amount of reinsurance inwards business. As this is below 10% of gross
premiums written there is no requirement to disclose this separately.

Analysis by geographical area

The split of premium by underwriting focation is shown below.

2018 2017

(restated*)

£'000 £'000

Unlted Kingdom 385,762 338,246
laly 111,880 152,474
497,642 490,720

*See Note 1,
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AmTrust Europe Limited

Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

4 Prior years’ claims provisions
y P

Material (under)/over provisions for claims at the beginning of the year as compared with net payments and
provisions at the end of the year in respect of prior years’ claims are as follows:

2018 2017
£'000 £'000
Accident and health (218) (707)
Property (199) {1,022)
Miscellaneous and pecuniary loss (2,948) 7,259
Surety 567 . (91)
Liabllity (3,425) (5.115)
(6,223) 324
5 Net operating expenses
2018 2017
{restated*)
£'000 £'000
Acquisition costs ’ 111,958 125,781
Change in deferred acquisition costs (3,950) (9,084)
108,008 116,697
Administrative expenses — see note below 31,737 34,457
Profit shares 3,343 5,878
Operating expenses 143,088 157,032
Reinsurance commissions (16,634) (17.387)
Change in deferred reinsurance commissions (875) (4,184)
Net operating expenses 125,579 135,461
Administrative expenses include:
Auditor's remuneration:
- audit (ee 470 585
- audit related assurance services 261 295
Operating lease rentals:
- Plant and machinery 324 108
- Land and bulldings 1,236 802
Depreciation of owned fixed assets 494 623
Loss on disposal of fixed assets - 1
Forelgn exchange (gains)/losses (212) 3,061
*See Note 1.



AmTrust Europe Limited

Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

6 Staff costs

2018 2017
£'000 £'000
Stalff costs, including directors’ remuneration, consist of:
Wages and sataries 7,232 10,918
Soclal security costs 1,871 1,724
Other pension costs 113 474
9,216 13,116
The average number of employees, including directors,
during the year was: Number Number
Underwriting and ciaim activities : 78 153
Management services 42 93
Sales activities - 7
Administration . 1
120 254

During 2018, In addition to individuals employed by the ltalian Branch, the company received services from
individuals employed by a fellow subsidiary within the group, AmTrust Management Services Limited. Copies of
the financial statements of AmTrust Management Services Limiled, may be oblalned from ils registered office:
Exchequer Court, 33 St Mary Axe, London, England, EC3A 8AA.

7 Directors' remuneration

2018 2017
£'000 £'000
Emoluments 985 1,353
Company contributions paid to defined contribution pension schemes 42 29
1,027 1,382
The emoluments of the directors disclosed above include the following
amounts paid to the highest paid director:
Emoluments 356 315
Number Number
During the year the nimber of directors to whom retirement benefits are
accruing under the company's money purchase pension scheme was: 4 4

44



AmTrust Europe Limited

Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

7 Directors’ remuneration (continued)

At 31 December 2018, no directors (2017 - none) had options over any shares of the company, and no shares
were received but are recelvable under long-term incentive schemes.

Several of the directors received additional remuneration from the ultimate parent company AmTrust Financial
Services, Inc. This related to services performed at a group level and no recharge was made to this company.

The directors are employed and paid by a fellow subsidiary within the AmTrust group, AmTrust Management
Services Limited. The disclosure within the note above includes the costs for those directors that have been
recharged from AmTrust Management Services Limited.

8 Taxatlon on profit from ordinary activities

2018 2017
£'000 . £'000
Current tax
UK corporation tax charge/(credit) for the year - (949)
Foreign corporation tax charge for the year 481 3,438
UK adjustment in respect of prior years 1,827 {2,565)
Foreign adjustment In respect of prior years 2,629 (787)
Total current tax 4,937 (863)
Deferred tax
Orliginatlon and reversal of timing ditferences (1,117) (275)
Impact of rate change 70 -
Adjustment in respect of prior years 174 -
4,064 (1,138)

The tax assessed for the year differs from the standard rate of corporation tax in the UK. The differences are
explained below:

2018 2017

£'000 £°000
Profit on ordinary activities before tax 4,110 68,824
Profit on ordinary activities at the standard rate
of corporation tax in the UK of 19% (2017 - 19.25%) 781 13,249
Effects of:
Expenseas not deductible for tax purposes 288 53
Non-taxable dividends (6,174) (9,238)
impalrment loss and revaluation gains not deductible for tax 3,969 (3,051}
Overseas laxes at a higher rate 480 1,201
Impact of rate change 89 -
Tax under/(over) provided in previous years 4,630 (3,352)
Total tax charge/(credit) for the year 4,064 (1,138)
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AmTrust Europe Limited

Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

8 Taxation on profit from ordinary activities (continued)

UK corporation tax rates are 20% from 1 April 2015 (enacted 17 July 2013), 19% from 1 April 2017 (enacted 18
November 2015) and 17% from 1 April 2020 (enacted 15 September 2016). These rates will reduce the company's
future current tax charge accordingly. The deferred tax liabllity at 31 December 2018 has been calculated based on
these rates.

2018
£'000
Deferred taxation .
Deferred tax liabllity at 1 January 2018 (616)
Credit to the Income Statement 873
Deferred tax asset at 31 December 2018 257
2018 2017
Analysis of deferred taxation £'000 £'000
Capital allowances in excess of depreciation 29 38
Losses 718 -
Timing differences (490) (654)
257 (616)
9 Tangible assets
Fixtures,
Owner fittings and
occupied Computer Office
property equipment equipment Total
£'000 £'000 £'000 £'000
Cost
At 1 January 2018 4,837 1,499 667 7,003
Reclassification 251 {307) 56 -
Additions . 18 11 29
Disposals - (133) (133)
Revaluation {432) - - (432)
At 31 December 2018 4,656 1A,077 734 6,467
Depreciation
At 1 January 2018 513 1,039 379 1,931
Provided in year 233 139 122 494
Reclassification (10) {175) 185 -
Disposals . (42) - (42)
At 31 December 2018 736 961 686 2,383
Net book value ) -
At 31 December 2018 3,920 116 48 4,084
At 31 December 2017 4,324 460 288 5,072
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AmTrust Europe Limited

Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

9

10

1

Tangible assets (continued)

Included in land and bulldings Is a UK property which Is partly held as an investment property (see note 10) and
partly held as a langible assel. Under both classifications the property Is held at fair value less accumulated
depreciation. The amount held within land and buildings Is £2,703,000 (2017 - £3,136,000).

A valuation of the UK property as at December 2018 has been performed by an independent professionally qualified
valuer. The results of this vatuation have been reviewed by management and considered to be reasonable. The
adjustment to fair value in relation to the owner occupied element has been taken to the non-technical account.

As at the year end, there was a mortgage secured on the UK property of £7,578,000 (2017 - £7,740,000).

Investment property

At valuation Historical cost
2018 2017 2018 2017
£'000 £'000 £'000 £'000
Investment properly 7,417 8,604 9,402 9,402

The Investment property amounting to £7,417,000 (2017 - £8,604,000) has been valued using current market
conditions by a third party independent valuer which also has been assigned a level 3 valuation method. The valuer
performed the market valuation based on a traditional income capitalisation baslis having regard to the various
income streams. Consideration has been given to certain unobservable inputs including, but not limited to, void
periods of between 6 and 12 months, rent-free periods of up to 6 months, holding costs, re-letting fees and service
charges as well as necessary capital expenditure. The fair value is sensitive to movements In these assumptions.

Investments in subsidiary undertakings and participating interests
The company has six subsidiary undertakings.
Participating Subsidiary Total
Interests undertakings

Shares In subsidiary undertakings: £000 £'000 £'000
At 1 January 2018 5,015 138,040 143,055
Additions 869 - 869
Revaluation during the year 781 (20,680} (19,899)
Disposal (4,641) - (4,641)
Al 31 December 2018 2,024 117,360 119,384
£'000

The movement in the revaluation during the year comprises:
Revaluation of carrying value (20,372)
Forelgn exchange differences 473

(19,899)
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Notes forming part of the financlal statements
for the year ended 31 December 2018 (continued)

11 Investments in subslidiary undertakings and participating interests (continued)

Investments in subsidiary undertakings amounting to £119,384,000 (2017 - £143,055,000) has also been assigned
a level 3 valuation method. Management use a combination of the underlying net assets In the subsidiary
undertakings and, where relevant, recent purchase prices, to arrive at appropriate fair values. The unobservable
inputs associated with these valuations are the values placed upon the assets and liabilitles within the underiying
subsidiary accounts. The values used are considered appropriate noting that no value has been placed upon future
profitability of the subsidiaries and therefare these underlying assets and liabllities are sensitive to any such forward
looking vatue.

Participating Interests shown In the table above are AEL’s interest in Hanover Equity Fund Investment.

The following were the principal subsidiary undertakings at the end of the year.
Percentage of

Country of ordinary share
Name of company incorporation Principal activity capital owned
Pedigree Livestock Insurance Limited England {a) Insurance company 100%
{in run off)
Right2Claim Limited England (a) Claims administration 100%
{in run off)
AmTrust Europe Legal Limited England (a) Insurance 100%
intermediary
{inrun offy .
AmTrust ltalla S.r.) italy (d) Insurance
intermediary 100%
AMT Mortgage Insurance Limited England (b) Insurance company 100%
Collegiate Management Services Ltd England (c) Insurance
intermediary 100%

During the year the company received a £30,828,000 dividend from AmTrust italia and a £1,666,000 dividend from
Collegiate.

{a) Registered addrass Is Market Square House, Saint James's Street, Nottingham, NG1 6FG
(b) Registered addrass Is Exchequer Coun, 33 St Mary Axe, London, England, EC3A BAA

(c) Registered address Is 2nd Floor 18 Mansell Street, London, E1 8FE

(d) Registered address is Via Clerici, 14, Milano, 20121

12  Other financial investments

At valuation Historical cost
2018 2017 2018 2017
£'000 £'000 £'000 £'000
Corporate and govemment bonds 442,094 372,770 437,854 359,885

Reference to financial risk management policies can be found in the directors' report and note 2. All corporate and
government bonds are carried at fair value through profit and toss.

A disaggregation of the statement of financial position line item by class of financial instrument in line With the ALM
framework is also included in note 2.
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Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

13 Debtors arising out of direct insurance

14

15

operations

Debtors due within one year:

Amounts owed by intermediaries
Amounts owed by reinsurers

* See note 1

Other debtors

Other debtors
Corporation tax

Deferred acquisition costs

At 1 January - restated*
Change In asset In period
Foreign exchange movement

At 31 December 2018

*See Note 1.
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2018 2017 2016
(restated*) (restated*)

£'000 £'000 £'000
244,565 263,830 227,038
57,521 21,217 25,627
302,086 285,047 252,665
2018 2017

(restated®)

£'000 £'000

1,556 2,537

9,115 768

10,672 3,305

2018 2017

£'000 £'000

(restated*)

89,155 79,180

3,855 7,631

265 2,343

93,275 89,154




AmTrust Europe Limited

Notes forming part of the financlal statements
for the year ended 31 December 2018 (continued)

16 Amounts owed by group undertakings

2018 2017

£'000 £'000

Due from holding company 21,192 20,461
Due from fellow subsidiaries 94,217 33,801
115,409 54,262

17 Share capital .
Allottad, called up and fully pald

2018 2017 2018 2017

Number Number £'000 £'000

Ordinary shares of £1 each 75,043,600 75,043,600 75,044 75,044
18 Reserves

Share based Share Retained

payment premium earnings

reserve account (restated*)

£'000 £'000 £'000

Al 1 January 2018 — restated* 111 11,642 293,924

Retained profit for the year - - 46

Share based payments {111) - -

Foreign exchange movement - - (767)

At 31 December 2018 - 11,642 293,203

‘See Note 1.
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Notes forming part of the financial statements

for the year ended 31 December 2018 (cont/nued)

18 Reserves (continued)

19

Share based Share Retained

Revaluation payment premium eamings

reserve reserve account - (restated*)

£'000 £'000 £'000

At 1 January 2017 — restated*® 20 m 301 219,517

Aetalned profit for the year - - - 69,962

issue of share capital - - 11,341 -

Foreign exchange movement - - - 4,445

Aevaluation movement {20) - - -

4t 31 December 2017 — restated* - 111 11,642 293,924
Reconcliliation of movements in shareholder’s funds

2018 2017 2016

(restated*) {restated®)

£'000 £'000 £'000

Profit for the financial year 46 69,962 50,770
Currency translation differences on foreign currency net

investments (767) 4,445 1,432

(721) 74,407 52,202

Issue of share capital - 15,000 15,000

Movement on employee share scheme (111) - (21)

Revaluation movement - (20) 20

Opening shareholder's funds 380,721 291,334 224,133

Closing shareholder’s funds 379,889 380,721 291,334

*See Note 1.
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Notes forming part of the financlal statements
for the year ended 31 December 2018 (continued)

20 Technical provisions

Unearned Claims

Premiums  Outstanding Total

(restated*)

£'000 £'000 £'000

Gross
At 1 January 2018 ~ as reslated® 338,519 878,741 1,217,260
Movement in provisions 44,599 21,675 66,274
Foreign exchange movement 1,153 9,650 10,803
At 31 December 2018 384,271 910,066 1,294,337
Reinsurance amount
At 1 January 2018 - as restated* 156,047 649,728 805,775
Movement in provisions (8,954) (52,846) (61,800)
Foreign exchange movement (13,723) 6,957 (6,766)
At 31 December 2018 133,370 603,839 737,209
Net technical provisions
At 31 December 2018 . 250,901 306,227 §57,128
At 31 December 2017 - as reslated® 182,472 229,013 411,485
‘See Note 1.



AmTrust Europe Limited

Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

20 Technical provisions continued

Unearned Claims
Premiums outstanding Total
{restated*)
£°000 £'000 £'000
Gross
At 1 January 2017 - as restated* 294,839 819,399 1,114,238
Movement in provisions 40,690 34,575 75,265
Foreign exchange movement 2,980 24,767 27,757
At 31 December 2017 -~ as restated* 338,519 878,741 1,217,260
Reinsurance amount
At 1 January 2017 - as restated* 144,062 636,812 780,874
Movement in provisions 10,800 (6,374) 4,426
Foreign exchange movement 1,185 19,290 20,475
At 31 December 2017 - as restated” 156,047 649,728 805,775
Net tachnical provisions
At 31 December 2017 ~ as restated* 182,472 229,013 411,485
L
At 31 December 2016 — as restated* 150,777 182,587 333,364
21 Creditors arising out of direct insurance operations
2018 2017 2016
{restated*) (restated*)
£'000 £'000 £'000
Amounts arising out of direct insurance operations 53,456 59,680 53,995
Amounts due to reinsurers 53,349 22,252 31,050
106,805 81,942 85,045

*See Note 1.
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Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

22 Other creditors Including taxation and social security

2018 2017 2016
(restated*) (restated’)
£'000 £'000 £'000

Amounts falling due within one year
Corporation tax - - 14,494
Other creditors 43,280 32,598 1,870
43,280 32,598 16,364

* See note 1.
23 Accruals and deferred income

2018 2017 2016
(restated®) (restated*)
£'000 £'000 £'000
Deferred profit commissions 3,189 2,966 2,788
Delerred reinsurance commissions 20,128 20,901 24,957
23,317 23,867 27,745

The recondiliation of opening and closing deferred reinsurance commissions Is as foflows:

Total Total
£'000 £'000
At 1 January 2018 -~ restated® 20,901 24,778
Movemend in provisions (875) {4,184)
Foreign exchange movements 102 307
At 31 December 2018 20,128 20,901

*See Note 1.
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Notes forming part of the financial statements
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24

26

Commitments under operating leases

As at 31 December 2018, the company had commitments as lessee under non-cancellable operating leases as set
out below:

2018 2018 2017 2017
Land and Land and
buildings Other buildings Other
£'000 £'000 £'000 £'600
Operating leases which expire:
No later than one year 675 653 670 550
Later than one year, but not later than
five years 1,913 246 2,567 723
Later than five years - - - -
Total 2,588 899 3,237 1,273

Share based payments

The company's ultimate parent company, AmTrust Financial Services, Inc., has historically operated an equity-
settled, share-based compensation plan. The plan permitted AmTrust Financial Services, Inc. to grant to officers
and employees incentive compensation directly linked to the price of the parent company’s shares, authorising up
to an aggregate number of shares for awards of options to purchase shares of the parent company’s common
shares, restricted shares, restricted stock units (RSUs), performance share units (“PSUs”) or appreciation rights.

All staff participating in the annual bonus scheme were eligible for share based payments on bonuses greater than
£30,000. 50% of any such bonus was Invested in restricted stock units. The restricted stock units vested over a

period of one to four years.

Pursuant to the Go Private transaction, each RSU and PSU, unless rolled over into AFSI as described below, was
cancelled and converted to the right to receive an amount in cash per share equal to the consideration paid under
the go-private being US$14.75 on the original vesting dates related to such RSU or PSU, and subject to satisfaction
of the vesling conditions applicable to the RSU. Certain RSUs and PSUs were rolled over into AFSI. Each rollover
RSU and PSU will continue to vest in accordance with its original terms {over a period of ane to four years and, for
PSUs, subject to certain perfermance conditions) and at the effective time of the Go Private transaction was
convarted into the right to receive a number of shares of non-voting common stock of AFSI, net of withholding,
equal to the number of shares of AFS| common stack underlying the rallover RSU or PSU. Each hotder of a rollover
RSU or PSU was entitled to exchange each share of non-voting common stock of AFS! for one Class A limited
partnership unit of Evergreen Parent. If not so exchanged within 30 days, AFS! will have the right to repurchase
each non-voting common stock of the company for $14.75 in cash.

During 2018 al! outstanding share based payments were transferred to AmTrust Management Services Limited as
the employing entity of all relevant employees.

Related party transactions

The company has a quota share reinsurance arrangement with Maiden Reinsurance Ltd.

The controlliing shareholders of AmTrust Financial Services, Inc. also own capital stock in Maiden Holdings Ltd
which Is the parent company of Maiden Reinsurance Ltd. This is not a controlling shareholding.

55



AmTrust Europe Limited

Notes forming part of the financial statements
for the year ended 31 December 2018 {(continued)

26

27

28

29

Related party transactions (continued)

During 2018 £11,941,899 {2017 - £18,301,432) of reinsurance premium was ceded {o Maiden Reinsurance Ltd,
less £39,889,975 (2017 - £40,074,323) of relnsurance claims. The company received an overrider of £597,095
(2017 - £866,257). At 31 December 2018 Maiden Reinsurance Ltd owed £9,179,740 to the company (2017 -
£1,680,925 owed to Maiden by the company).

During the year the company purchased no marketing services (2017 - £29) from Surely Limited, a company related
by common Influence. At 31 December 2018 no balances were owed to Surely Limited (2017 - £Nil).

Gadget Repair Solutions Limited is also a company related by common influence. During the year the company
paid £NIl (2017 - £74,837) of operating expenses on behalf of Gadget Repair Solutions. At 31 December 2018 the
balance owed to the company was £Nil (2017 - £1,439,823).

Parent undertakings

The immediate parent undertaking is AmTrust Intemational Limited, a company registered in England. AmTrus!
Intemational Limited Is the largest group for which consolidated financial statements are produced which include
AmTrust Europe Limited. Copies of its group financlal statements are available from 10th Floor Market Square
House, Saint James's Street, Nottingham, Nottinghamshire, NG1 6FG.

AmTrust Intemnational Limited is wholly owned by AmTrust International Insurance Limited, a company registered
in Bermuda. Coples of its group financial statements are available from Washington Mall 7 Reid street Suite 400
Hamilton, HM 11, Bermuda.

The company's ultimate parent undertaking and controlling parly is AmTrust Financial Services, Inc., which Is
incorporated in the USA. AmTrust Financlal Sérvices, Inc. has its head office at 427 Floor, 59 Maiden Lane, New
York, USA.

Collateralisation of reinsurer credit risk

The company is exposed to credit risk in relation to material accounts carried in the company’s Statement of
Financial Position both due and accrued as due from Maiden Relnsurance Lid and AmTrust Intemational Insurance
Limited, a feilow substdiary, in respect of these reinsurers' share of technical provisions. As at 31 December 2018,
collateral in the form of cash funds and investments held in the company’s name has been provided by the
reinsurers concerned in the amount of £197,465,539 (2017 - £218,891,358) and £449,074,170 (2017 -
£454,338,897) respectively. These collateral amounts are intended to mitigate the total exposures to the reinsurers
concerned. Management closely monitor the coverage provided and where the timing of transactions results in any
shortfall this is rectified Immediately

Post Statement of Financial Position events
The quota share arrangement held with Maiden Reinsurance Ltd remained in operation through 2018 but is no
longer applied to new business fram 1 January 2019. This quota share was only applied to part of the medical

malpractice line of business and therefore its termination is only relevant on the final renewals of that business In
the coming year as the future policles are underwritten by AlU.
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to the member of AmTrust Europe Limited

1. Qur opinion Is unmodified

We have audited the financial statements of Basis for opinion {cont.) 4

AmTrust Europs Limited (“the Company”} for the of the Company in accordance with, UK ethical

year ended 31 December 2018 which comprise the requirements including the FRC Ethical Standard as
Income Statement, Statement of Comprehensive applied 10 public interest entities. No non-audit services
Income, Statement of Financial position, Statement prohibited by that standard were provided.

of Changes in Equity, and the related notes,
including the accounting policies in note 1.

In our opinion the financial statements: Materiality: £3.3m (2017:£3.4 m)
financial . .

- give a true and fair view of the state of statements as @ 0.862‘)3?;%0;;" '?en premiums
Company’s affairs as at 31 December 2018 and whole { +0.69% of gross wiriiten
of its profit for the year then ended; premiums)

— have been properly prepared in accordance with Key audit matters vs 2017
UK accounting standards, including FRS 102
The Financial Reporting Standard applicable in Event driven New: The impact of A
the UK and Rapublic of Irsland and FRS 103 uncertainties due to
Insurance Contracts; and the UK exiting the

- hava been prepared in accordance with the European Union on our
requirements of the Companies Act 2006. audit B

Basis for opinion Recurring risks  Valuation of incurred <»

a but not reported
. . {IBNR) Reserves

We conducted our audit in accordance with

International Standards on Auditing (UK) (“ISAs Accuracy and Valuation <>

{UK)") and applicable law. Our responsibilities are of earnings an

described below. We beliava that the audit premiyms from all

svidence we have obtained is a sufficient and lines of business with

appropriate basis for our opinion. Our audit opinion non-standard earning

is consistent with our report to the audit patterns

committee.

We were first appointed as auditor by the directors
on 7 June 2016 prior to the company becoming a
public interest entity. The periad of total
uninterrupted engagement s for the three financial
years ended 31 December 2018. We have fulfilled
our ethical responsibilities under, and we remain
independent




2. Key audit matters: including our assessment of risks of material misstatement

Key audit matters are those matters that, in our professional judgment, were of most significance in the audit of the financial
statements and include the most signlficant assessed risks of material misstatement (whether or not due to fraud) identified by
u$, including those which had the greatest effect on: the overall audit strategy; the allocation of resources in the audit; and
directing the efforts of the engagement team, We summarise below the key audit matters in arriving at our audit opinion
above, together with our key audit procedures to address those matters and, as required for public interest entities, our results
from those procedures. These matters were addressed, and our results are based on procedures undertaken, in the context of,
and solgly for tha purpose of, our audit of the financial statements as a whole, and in forming our opinion thereon, and
consequently are incidental to that opinion, and we do not provide a separate opinion on these matters.

The risk Qur response

——————

- -

The impact of Unprecedented levels of uncertainty We daveloped 8 standardised firm-wide approach to
uncertainties due to the Al audits assess and challenge the the consideration of the uncertainties arising from
gtfr:;:a;':agl;:; n on our reasonableness of estimates, in particutar grr::gdl:?espi'zg:ggd? nd performing our audits. Qur
audit as described in Valuation of incurred but '

not reported (IBNR) Reserves and
Accuracy and Valuation of earnings on
premiums from alt lines of business with
non-standard earning patterns below, and
refated disclosures and the
appropriateness of the going concern
basis of preparation of the financial
statements, All of these depend on
assessments of the future economic
environment and the Company’s future
prospects and performance.

Refer to page 5 (Strategic
Repart)

In addition, we are required to consider
the other information presented in the
financial statements including the principal
risks disclosure and to consider the
Directors’ statement that the financiat
statements taken as a whole is fair,
balanced and understandabte and provides
the information necessary for
shareho'ders to assess the Company's
position and performance, business model
and strategy.

Brexit is one of the most significant
economic events for the UK and at the
date of this report its etfects are subject to
unprecedented tevels of uncertainty of
outcomes, with the full range of possible
effects unknown,

Qur Brexit knowledge: We considered the
Directors’ assessment of Brexitselated sources of
risk for the Company’'s business and financial
resources compared with our own understanding
of the risks. We considered the Directors’ plans to
take action 1o mitigate the risks.

- Assessing transparency:; As well as assessfng
individual disclosures as part of our procedures on
key audit matters Valuation of incurred but not
reported {IBNR) Reserves and Accuracy and
Valuation of earnings on premiums from afl lines of
business with non-standard earning patterns, we
considered all of the Brexit related disclosures
together, including those in the strategic report,
comparing the overall picture against our
understanding of the risks.

Our resuits

We found the resulting disclosures, inctuding
disclosures in relation to going concern to be
acceptable. However, no audit should be expected to
predict the unknowable factors or all possible future
implications for a company and this is particutarly the
case in refation to Brexit,

—



2. Key audit matters: including our assessment of risks of material misstatement (cont.)

Valuation of incurred
but not reported (IBNR)
Reserves

{Technical Provisions-
Gross Claims Qutstanding
£617.0m; 2017: £659.9m

Gross claims IBNR
£264.3 miltion;
2017: £231.2 million)

Refer to page 15 {note 1
accounting policy) and
page 52 (note 20 -
Technical provisions).

The risk

Subjective valuation:

Qur response

Our controls procedures included:

Gross outstanding claims represent the -— Control design and operation: testing, with the

largest liability for the Company.

Valuation of these liabilities is highly
judgemental, and requires a number of
assumptions to be made that have high
estimation uncertainty and can have
material impacts on the valuation. Key
assumptions generally include current year
loss ratios, large loss movements and
allowance for recent experience.

Certain areas of the insurance reserves
balance contain greater uncertainty,
particularly those relating to the Medical
Malpractice and the Commercial and
Personat After the Event (*ATE") classes
of business. In addition to the long tail
nature of the business, the WMedical
Malpractice class has a market history of
poor practices and improper claims
resulting in high loss ratios in the wider
market which make this a particularly
subjective class of business to raserve for.
As for the Commercial and Personal ATE
business, this class uses z different
method of reserving from other classes
due to the non-standard nature of the
business within this class.

The effect of these matters is that, as part
of our risk assessment, we determined
that gross IBNR reserves of £264.3 million
has a high degree of estimation
uncertainty, with a potential range of
reasonable outcomes greater than our
materiglity for the financia! statements as
a whole, and possibly many times that
amount. The financial statements {note 2)
disclose the sensitivity estimated by the
Company.

suppart of our IT specislists, the design;
implementation and where appropriate operating
effectiveness of key controls over the claims
handling and reserving processes. This also
included key reconciliations and controls over
actuarial data inputs into the reserving process,
peer review of actuarial/reserving output (controls
design only) and review of booked reserves against
ultimate loss ratios ("ULR") as approved by the
Reserving Committee.

With the involvement of our actuarial specialists, our
substantive approach focused on:

The audit

Independent re-performance: We performed
independent re-projections of significant classes of
business, panicularly Medical Malpractice and
Structural Defects as well as Protfessional
Indemnity, and other major classes of business and
compared these with management estimates to
assess their reasonableness. Our re-projections
cover 8B0% of gross claims outstanding (IBNR and
case reserves). For ATE (both Commercial and
Parsonall we performed various tests including
detailed model reviews. For those classes of
business where tha perceived risk of misstatement
was lower, we carried out other procedures such
as data and actuarial diagnostics.

Challenging methodology and assumptions:
We assessed -and challenged management's
methodology and assumptions, such as current
year loss ratios, large loss movements and
allowance for recent experience, in the valuation of
gross outstanding claims including claims IBNR by
performing procedures such as benchmarking and
sensitivity analyses.

We assessed reserving strength, in particular the
level of margin held to manage uncertainties for
appropriateness and consistency with prior years
with reference to our independently determined
reasonable range and our professional judgement.

team also performed the following

procedures:
— Test of detsils: Our substantive procedures

involved wvouching a sample of claims paid
transactions during the year ended 31 December
2018 and claims outstanding as at 31 December
2018 back to supporting documentation as these
{orm the attributes to the claim data inputs used by
our actuaries in their claims IBNR work above. We
also substantively tested that the data used by our
actuaries was accurate and complete.

— Assessing transparency: We assessed the

appropriateness of the accounting policy and
disclosuras relating to technical provisions - gross
claims outstanding including gross claims incurred
but not reported.

Our Results

We found the valuation of incurred but not reported
{IBNR} Reserves to be acceptable. (2017 result:
acceptable)




2. Key audit matters: including our assessment of risks of material misstatement {cont.}

Accuracy and Valuation of
eamings on premiums from all
fines of business with non-
standard earning patterns

(Earned premiums, net of
reinsurange £291,5m; 2017:
242.0m;

Gross earned premium (non-
standard earning pattern): £82.6
million; 2017: £64.8 million,;
Gross UPR (non-standard earning
pattern). £221.7 million; 2017;
£212.7 million)

Refer to page 15 (accounting
policy).

The risk

Subjective valuation:

‘Qur response

Our controt procedures included:

in the context of earned premium this - Control design and operation: testing, with

risk can arise through the application of
earnings patterns in order to determine
the extent of the written premium that
should be deferred to future periods.
Accuracy of written premiums is one of
the key inputs in the calculation of
earning patterns. Due 1o the application
of estimates in relation to cancelied,
settled or lapsed policies on After-the-
Event ("ATE") business we considered
Accuracy of ATE premiums to be part of
the key audit matter.

The selection of these earning patterns is
judgemental as it represents
management’'s assessment of the likely
pattern of loss emergence. The diversity
of business classes and nature of
exposures underwritten by the Company
make this particularly subjective. In
particular, this includes classes such as
Aftersthe-Event {“ATE"} and Structurat
Defects, where the premiums are not
earned linearly over the policy period.

We define “non-standard earning
pattern” as eaming patterns other than
those earning linearty over policy periods.

The etfect of these matiers is that, as
part of our risk assessment, we
determined that earned premiums of
£82,6 milion and unearned premium
reserve  for non-standard lines of
business of €£221.7 million has a
moderate  degree  of  estimation
uncertainty, with a potential range of
reasonable outcomes greater than our
materiality for the financial statements as
a whole, and possibly many times that
amount.

- Recalculation of

the support of our IT specialists, the design
and implementation of key contfols within
the underwriting processes including
controls around the accuracy of data input
into the policy systems, peer review and
approval of assumptions that impact
premium earnings (including setting of lapse
provision rates used in the ATE calculations
and selection of earning patterns) (controls
design only).

With the involvement of our actuarial specialists,
our substantive approach focused on:

-~ Evaluation of eamings patterns: We

assessed the reasonableness of the selected
earnings profile of a sample of lines of
business with non-standard earning patterns.
Our procedures included assessing whether
the selected earning patteins are reasonable
given the pattern of incidence of risk. We
also assessed the appropriateness of the
application of assumptions over the
estimate of cancelled, settled or lapsed
policies in relation to ATE policies.

The audit team also performed the following
procedures:.

uneamed premium
reserves balance: We recalculated 100% of
the unearned premium reserves using a
combination of data and analytical procedure
and manual recalculations to assess the
accuracy of the wunearned premiums
reserves.

Written Premium Testing: Qur substantive
procedures in verifying attributes relevant to
the eaming of premiums and uneamed
premiums  re-calculation aoted above
involved vouching a sample of written
premiums 10 bank statements and policy
documentation.

Assessing transparency: We assessed the
appropriateness of the accounting policy and
disciosures relating to accuracy and valuation
of premiums from all lines of business with
non-standard earning patterns.

Our resuits

We found the accuracy and valuation of earned
premiums from ali lines of business with non-

standard earning patterns to
{2017 result; acceptable)

be acceptable.

e




3. Our application of meaterislity and an overview of
the scope of our audit

Materiality for the financial statements as & whole
was set at £3.3 milion {2017: €3.4 million).
dstermined with reference to a benchmark of tota!
Gross Written Premiums (2017: benchmark of Gross
Written Premiums) of which it represents 0.68%
(2017:0.69%).

We consider gross written premium to be the most
appropriate benchmark as it provides a more stable
measure year on year than profit before tax and is a
key focus and maetric of the Company, the directors,
the shareholders and other users of the Company's
financial statements. Note that the prior year
restatement of Gross Written Premium did not cause
us to re-assess materiality on the basis that this is a
one-off adjusting entry.

We agreed to report to the Audit Committee any
corrected or uncorrected Identified misstatements
exceeding £0.16 milfon (2017. £0.17 million), in
addition to other identified misstatements that
warranted reporting on qualitative grounds.

Our audit of the Company was undertaken to the
materiality lavel spacified above and was performed
primarily at the Company's head office in Nottingham,
United Kingdom.

4. We have nothing to report on going concern

The Dirgctors have prepared the financial statements on
the going concern basis as they do not intend to
liquidats the Company or to cease its operations, and as
they have concluded that the Company's financiat
position means that this is realistic. They have also
concluded that there are no material uncertainties that
could have cast significant doubt over its ability to
continue as a going concern for at least a year from the
date of approval ot the financial statements (“the going
concern period”).

Our responsibility is to conclude on the appropriateness
of the Directors’ conclusions and, had there been a
material uncertainty related to going concern, to make
reference to that in this audit report. However, as we
cannot predict all future events or conditions and as
subsequent everits may result in outcomes that are
inconsistent with judgements that were reasonable at
the time they were made, the absence of reference to a
material uncertainty in this auditor's report is not a
guarantes that the Company will continue in operation.

Based an this work, we are required to report to you if
we have concluded that the use of the going concem
basis of accounting is inappropriate or there is an
undisclosed material uncertainty that may cast
significant doubt over the use of that basis for a period
of at least a year from the date of approval of the
financial statements.

We have nathing to report in these respects, and we did
not identify going concern as a key audit matter.

R

» Gross Written Premium
» Materiality £0.16m

Misstatements reported to the
audit committee {2017: £0.17m]

Gross Written Premiums Materiality
£498m £3.3m(2017: £3.4m)
(2017; £491m)
‘£33m
Whole financial

statements materiality
{2017 £3.4m)

5. We have nothing to report on the strategic report and

the directors’ report

The directors are responsible for the strategic report and

the directors’ report. Our opinion on the financial

statements does not cover those raports and we do not

express an audit opinion thereon.

Qur responsibility is to read the strategic report and the

directors’ report and, in doing so, cansider whether, based

on our financial statements audit work, the information

therein is materially misstated or inconsistent with the

financial statements or our audit knowledge. Based solely

on that work:

— we have not identified material misstatements in those
reports;

- in our opinion the information given in the strategic
report and the diractors’' report for the financial year is
consistent with the financial statements; and

— in our opinion those reports have been prepared in
accordance with the Companies Act 2006.

. We have nothing to report on the other matters on

which we are required to report by exception

Under the Companies Act 2006, we are required to report

to you if, in our opinion:

— adequate accounting records have not been kept by the
Company; or

— the financial statements are not in agreement with the
accounting records and returns; or

- certain disclosures of directors’ remuneration specified
by law are not made; or

— we have not received all the information and
explanations we require for our audit.

We have nothing to report in these respects.

-4
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7. Respective responsibilities

Directors’ responsibilities

As explained more fully in their statement set out on page
8, the Directors are responsible for. the preparation of the
financial statements including being satistied that they give
a true and fair view; such intemnal control as they determine
is necessary to enable the preparation of financial
statements that are free from material misstatement,
whether due to fraud or error; assessing the Company'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 they either intend
to liquidate the Company or to cease operations, or have no
realistic alternative but to do so.

Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about
whether the financial statements as a whole are free from
material misstatement, whether due to fraud or other
irregularities (see below), or error, and to issue our opinion
in an auditor’s report, Reasonable assurance is a high level
of assurance, but does nol guarantee that an audit
conducted in accordance with ISAs {(UK) will always detact
a material misstatement when it exjsts. Misstatements can
arise from fraud, other irregularities or error and are
considered material if, indvidually or in aggregate, they
could reasonably be expected to influence the economic
decisions of users taken on the basis of the financial
statements.

A fuller description of our responsibilities is provided on the
FRC’s website at wwyy.frc.org.ukfauditorsr nsibilite

irregularities - ability to detect

We identified areas of laws and regulations that could
reasonably be expected to have a material effect on the
financial statements from our general commercial and
sector experience, through discussion with the directors
and other management {(as required by auditing standards),
and from inspection of the company’s regulatory and legal
correspondence and discussad with the directors and other
management the policies and procedures regarding
compliance with laws and regulations.

We communicated identified laws and regulations
throughout our tearn and remained alert to any indications
of non-compliance throughout the audit,

The potential effect of these laws and regulations on the
financial statements varies considerably.

Firstly, the company is subject to laws and regulations that
directly affect the financial statements including financiat
reporting  legislation  (including related companies
legislation), distributable profits legislation and taxation
legislation and we assessed the extent of compliance with
these laws and regulations as pan of our procedures on the
related financial statement items.

Secondly, the company is subject to many other laws and
requlations where the consequences of non-compliance
could have a material effect on amounts or disclosures in
the financial statements, for instance through the
impaosition of fines or litigation or the loss of the company’s
licence to operate.

2an=

Irregularities - ability to detsct {cont.)

We identified the following areas as those most likely to
have such an effect: health and salety, anti-bribery,
employment law, regulatory capita! and liquidity and certain
aspects of company legislation recognising the financial and
regulated nature of the company's activities and its legal
form. Auditing standards limit the required audit procedures
to identify non-compliance with these laws and regufations
to enquiry of the directors and other management and
inspection of regulatory and legal correspondence, if any.
These limited procedures did not identify actual or
suspected non-compliance

Owing to the inherent limitations of an audit, there is an
unavoidable risk that we may not have detected some
material misstatements in the financial statements, even
though we have properly planned and performed our sudit
in accordance with suditing standards. For example, the
further removed noncomplance with laws and regulations
firregularities) is from the events and transactions refiected
in the financial statements, the less likely the inherently
limited procedures required by auditing standards would
identify it. In addition, as with any audit, there remained a
higher risk of non-detection of irregularities, as these may
involve  collusion, forgery, intentional  omissions,
misrepresentations, or the override of internal cantrols. We
are not responsible for preventing non-compliance and
cannot be expected 1o detect non-compliance with alt laws
and regulations.

8. The purpose of our audit work and to whom we owe our

responsibilities

This report is made solely to the Company’s member, as @
body, in accardance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken
so that we might state to the Company’s member those
matters we are required to state to them in an auditor's
report and for no other purpose. To the fullest extent
permitted by law, we do not accept of assume
responsibility to anyone other than the Company and the
Company’s member, as a body, for our audit work, for this
report, or for the opinions we have formed,

LAES

Ben Priestley {Senior Statutory Auditor)

for and on behalf of KPMG L1 P, Statutory Auditor
Chartered Accountants

15 Canada Square

London

E14 5GL

7 May 2018
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