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Executive Summary
Introduction

This Solvency and Financial Condition Report (SFCR) has been preparedin linewith the requirements of the
Solvency I (SIl) Regulations, to assist the customers, business partners and shareholders of Ecclesiastical
Insurance Group plc (EIG, the Group) and other stakeholdersin understanding the nature of the business,
how it is managed and its solvency position.

Our business

The Group is an independent, specialist financial services group with acharitable ownerand purpose and a
distinctive positioning that sets us apart from other businesses in the financial services sector. Our purpose
isto delivergrowingfinancial returns to our shareholderand owner, which are then distributed to charitable
causes and communities, contributing to society’s greater good. We use ourdistinctive proposition to create
competitive advantage.

Our charitable purpose drives our strategicgoal of being the most trusted and ethical businessin ourchosen
markets. Italso shapesthe way we do business, particularly ourfocus on doingthe right thing forour
customers and business partners. It creates an environment where sustainable, long-term value generation is
prized overshort-termresults.

We can do this because we manage an ethically run global portfolio of successful businesses covering
specialistinsurance, broking and advisory services and investment management. We provide products and
services to businesses, organisations and retail customers,both directly and through intermediaries.
Worldwide, we insure over £300bn of property and in the UK we are the leadinginsurer of Grade | listed
buildings, insure thousands of charities and churches and many of the UK’s independent schools. We also
provide specialistinvestment management, risk management, broking and advisory services.

More information about the Group structure and the business we write can be foundin section Abelow.
Business performance

Followingastrongfinancial performance in 2019, the Group delivered a 2020 pre-tax loss of £17.8m (2019:
£69.9m profit) principally due toinvestment losses experienced after significant market falls in March, partly
offset by steady gainslaterin the year.

The Group’s underwriting businesses reported profit of £12.1m (2019: £20.0m), afterreflecting £18.7m of
Covid-19related claims where there is confirmed cover, demonstrating continued progressin our underlying
performance. We continue to be a trusted partnerto our customers and brokers, and thisis reflected in our
strongretention and satisfaction levels, which have supported growth in gross written premiums (GWP) of
11%. Despite the unexpected move toaremote working model and testament to the success of that change,
customer satisfaction levels were recorded in the UK at a remarkable 98% overall satisfaction with 97% of
brokers that place business with Ecclesiastical UK satisfied with the service they are receiving.



Our broking and advisory businesses reported modest growth inincome and profit, with profit before tax of
£1.0m (2019: £2.2m loss).

The Group’s investment management business, EdenTree, incurred aloss before tax for the year of £1.1m
(2019: loss before tax £0.4m) as it continuestoinvestininfrastructure. The Covid-19pandemicresultedina
challengingyear, limiting the assets clients had available to invest, in particular charities.

Our businessis managed with along-termview of risk and as a result, we have maintained a robust capital
position that can withstand short-term volatility. Our strong credit ratings with S&P and AM Best were both
reaffirmed duringthe second quarter of 2020. The Group’s Solvency Il regulatory capital position remains
above regulatory requirements and risk appetite and was further supported with the issuance of €30m
subordinated debtin February 2021, as the Group seeks to take advantage of profitable growth
opportunities.

Despite the impact of Covid-19, the Group has continued to give to charity and donated £2.7m during 2020.
The Group has now given over £99m to charity, and are aboutto meetthe £100m target we setourselves
back in 2017, arollingaverage of over £20m overthe last five years.

We continue toinvestinthe future of ourbusiness, including development of our new insurance
underwriting platform and our new head office in early 2021.

Solvency and financial condition

A summary of the Group’s solvency position at the end of 2020 and the change over the yearis shown
below:

Summary Solvency position m 2019 Change
£'000 £'000 £'000
Available Own Funds 479,474 534,651 (55,177)
Solvency Capital Requirement
Market risk 231,672 248,813 (17,141)
Counterparty default risk 13,749 13,482 267
Non-life underwriting risk 146,572 137,491 9,081
Life underwriting risk 3,541 2,977 564
Operational risk 33,094 33,369 (275)
Other risks 29,392 26,242 3,150
Diversification (162,139) (154,488) (7,651)
Loss absorbing capacity of deferred tax (25,500) (32,300) 6,800
Other adjustments 5,178 2,393 2,785
Consolidated SCR 275,559 277,979 (2,420)
Sectoral capital requirement of investment firm 4,844 4,844 -
Group SCR 280,403 282,823 (2,420)
Coverage ratio 171% 189% (18%)

The Group’s regulatory solvency position has reduced during the year, however still remains significantly
above riskappetite. Own funds decreased by £55.2m mainly due to the negative operating performance,
impacted by the turbulence inthe markets following the pandemic.



The Group’s Solvency Capital Requirement (SCR) decreased in the year by £2.4m, predominantly the result of
decreased equity exposure following the fall in equity markets over 2020.

The movementinavailableown fundsis explainedin more detailin section E.1and more detail onthe
changesinSCR duringthe year are giveninsectionE.2.

Outlook for 2021

The Group continuestotakesalong-termview to managing andinvestinginthe businessaimingto deliver
sustainable profitability, to be the most trusted and ethical financial services group, and to evolve our
businessforthe greatergood of society and to make a positive impact on people’slives.

A new head office near Gloucester was opened in early 2021 andis now fully operationaland ready to
welcome employees with new flexible ways of working once lockdown restrictions are lifted.

Investment continues to be made in systems and technologyin ourbrokerand advisory, investment and
General Insurance business. A new strategic UK General Insurance systemis scheduled to come into
operationin 2021 as part of a phasedroll-outand will provide enhanced customer experience and more
efficient processes and capacity. Serving our customers and the health, safety and well-being of our
employees will continue to be our priority throughout the duration of the outbreak.

Solvency levels remainresilientand are projected to remain strong overthe plan period, with noinstances of
a breach to its Minimum Capital Requirement (MCR), Solvency Capital Requirement (SCR) orthe Board’s risk
appetite having occurred up to the date of this report being published. Solvency levels are further supported
through the issuance of €30m subordinated debtin February 2021, as the Group seeks to take advantage of
profitable growth opportunities.

Whilstthe conclusion of Brexitand the US election towards the end of 2020 provided some market stability,
we are still living with Covid-19and the economicconsequences are expected to continue. However, the
Group’slong-termview to managing and investingin the business has underpinned its financial resilience
and strong capital position and we are well positioned forthe future.



Statement of Directors’ responsibilities
Ecclesiastical Insurance Group Plc

Financial yearended 31 December 2020

The Directors are responsiblefor preparing the SFCRin accordance with the Prude ntial Regulatory Authority
(PRA) rules and Solvency Il Regulations.

Each of the Directors, whose names and functions are listed in the Board of Directors section of the Group’s
Annual Report & Accounts, confirmthat, to the best of their knowledge:

a. throughoutthefinancial yearin question, the Group has compliedin all material respects with the
requirements of the PRA Rules and the Solvency Il Regulations as applicableto the insurer; and

b. itisreasonabletobelieve that, atthe date of the publication of the SFCR, the Group continuessoto
comply, and will continue soto complyinfuture.

By Order of the Board

Mark Hews
Director and Chief Executive Officer

Date: 19 May 2021



Audit report

Report of the external independent auditors to the Directors of Ecclesiastical Insurance Group plc (‘the
Company’) pursuant to Rule 4.1 (2) of the External Audit Part of the PRA Rulebook applicable to Solvency Il
firms

Report on the Audit of the relevant elements of the Group Solvency and Financial Condition Report
Opinion

Except as stated below, we have audited the following documents prepared by the Company as at 31
December 2020:
e The ‘Valuationforsolvency purposes’ and ‘Capital Management’ sections of the Group Solvency and
Financial Condition Report of the Company as at 31 December 2020, (‘the Narrative Disclosures
subjectto audit’); and

e Group templatesS.02.01.02, S.22.01.22, S.23.01.22 and S.32.01.22 (‘the Templates subject to
audit’).

The Narrative Disclosures subject to auditand the Templates subject to audit are collectively referred to as
the ‘relevant elements of the Group Solvency and Financial Condition Report’.

We are not required to audit, nor have we audited, and as a conseque nce do not express an opinion on the
Other Information which comprises:

e Information contained within the relevant elements of the Group Solvency and Financial Condition
Reportsetout above whichis, or derives from the Solvency Capital Requirement, aside ntified in the
Appendix tothisreport;

e The ‘Summary’, ‘Business and performance’, ‘System of governance’ and ‘Risk profile’ elements of
the Group Solvency and Financial Condition Report;

e Group templatesS.05.01.02, S.05.02.01 and S.25.02.22;

e The written acknowledgement by management of theirresponsibilities, including for the preparation
of the Group Solvency and Financial Condition Report ( ‘the Responsibility Statement’);

¢ Information which pertainsto an undertakingthatis nota Solvency Il undertaking and has been
preparedinaccordance with PRA rules otherthan those implementing the Solvency Il Directive orin
accordance with an EU instrument otherthan the Solvency Il regulations ( ‘the sectoral information’)
as identifiedinthe Appendix to thisreport.

To the extentthe information subjecttoauditinthe relevant elements of the Group Solvency and Financial
Condition Reportincludes amounts that are totals, sub-totals or calculations derived from the Other
Information, we have relied without verification on the Other Information.

In our opinion, the information subject to auditin the relevant elements of the Group Solvency and Financial
Condition Report of the Company as at 31 December 2020 is prepared, in all material respects, in accordance
with the financial reporting provisions of the PRA Rules and Solvency Il regu lations on which they are based,
as modified by relevant supervisory modifications, and as supplemented by supervisory approvals and
determinations.



Basis for opinion

We conducted ourauditin accordance with International Standards on Auditing (UK) (ISAs (UK))including ISA
(UK) 800 and ISA (UK) 805, and applicable law. Ourresponsibilities underthose standards are further
describedinthe Auditors’ Responsibilities forthe Audit of the relevant elements of the Group Solvency and
Financial Condition Reportsection of ourreport. We are independent of the Company in accordance with the
ethical requirements that are relevant to our audit of the Group Solvency and Financial Condition Reportin
the UK, including the FRC's Ethical Standard as applied to publicinterest entities, and we have fulfilled our
otherethical responsibilities in accordance with these requirements. We believe that the audit evidence we
have obtained is sufficientand appropriate to provide a basis for our opinion.

Conclusions relating to going concern

Our evaluation of the Directors’ assessment of the Company’s ability to continue to adopt the going concern
basis of accountingincluded:

e Obtained andreviewed management’s updated going concern assessment which included the board
approvedincome statement, balance sheet, cash flow and solvency forecasts;

e Consideredthe forward looking assumptions and assessed the reasonableness of this based on
recent historic performance;

e Consideredinformation obtained duringthe course of the auditand publicly available market
information to identify any evidence that would contradict management’s assessment of the ongoing
impact of COVID-19; and

e Consideredourownindependentalternative downside scenarios and whetherthese could impact
the goingconcern assessment.

Based on the work we have performed, we have notidentified any material uncertainties relating to events
or conditions that, individually or collectively, may cast significant doubt on the Company’s ability to
continue asa going concern fora period of at least twelve months from the date on which the Group
Solvency and Financial Condition Reportisauthorised forissue.

In auditing the Group Solvency and Financial Condition Report, we have concluded that the Directors’ use of
the going concern basis of accountinginthe preparation of the Group Solvency and Financial Condition
Reportisappropriate.

However, because notall future events or conditions can be predicted, this conclusion is not aguarantee as
to the Company’s ability to continue as agoing concern.

Our responsibilities and the responsibilities of the Directors with respect to going concern are describedin
the relevantsections of thisreport.

Emphasis of Matter — Basis of Accounting

We draw attentionto the ‘Valuation for solvency purposes’ and ‘Capital Management’ of the Group Solvency
and Financial Condition Report, which describe the basis of accounting. The Group Solvency and Financial
Condition Reportis preparedin compliance with the financial reporting provisions of the PRA Rules and
Solvency Il regulations, and thereforein accordance with aspecial purpose financial reporting framework.



The Group Solvency and Financial Condition Reportisrequiredto be published, and intended usersinclude
but are not limited to the Prudential Regulation Authority. As aresult, the Group Solvency and Financial
Condition Report may not be suitable foranother purpose. Ouropinionis not modified in respect of this
matter.

Other Information
The Directors are responsiblefor the Other Information.

Our opiniononthe relevant elements of the Group Solvency and Financial Condition Report does not cover
the OtherInformation and we do not express an audit opinion orany form of assurance conclusion thereon.

In connection with ouraudit of the Group Solvency and Financial Condition Report, ourresponsibility is to
read the OtherInformation and, in doingso, consider whether the OtherInformation is materially
inconsistent with the relevant elements of the Group Solvency and Financial Condition Report, orour
knowledge obtained inthe audit, or otherwise appears to be materially misstated. If we identify such
material inconsistencies orapparent material misstatements, we are required to determine whetherthereis
a material misstatementinthe relevant elements of the Group Solvency and Financial Condition Reportora
material misstatement of the Other Information. If, based on the work we have performed, we conclude that
there is a material misstatement of this Other Information, we are required to report that fact. We have
nothingtoreportinthisregard.

Responsibilities of Directors for the Group Solvency and Financial Condition Report

The Directors are responsibleforthe preparation of the Group Solvency and Financial Condition Reportin
accordance with the financial reporting provisions of the PRA rules and Solvency Il regulations, which have
been modified by the modifications, and supplemented by the approvals and determinations made by the
PRA undersection 138A of FSMA, the PRA Rules and Solvency Il regulations on which they are based, as
detailed below:

Approvals

e Approval touse a full or partial internal model
e Approval toapply a volatility adjustment

The Directors are alsoresponsibleforsuchinternal control as they determineis necessary to enable the
preparation of a Group Solvency and Financial Condition Reportthatis free from material misstatement,
whetherdue to fraud or error.

Auditor’s Responsibilities for the Audit of the relevant elements of the Group Solvency and Financial
Condition Report

Itisour responsibility to forman independent opinion as to whether the information subject to auditinthe
relevant elements of the Group Solvency and Financial Condition Reportis prepared, in all material respects,
in accordance with financial reporting provisions of the PRA Rules and Solvency Il regulations on which they
are based.



Our objectives are to obtain reasonableassurance about whether the relevant elements of the Group
Solvency and Financial Condition Report are free from material misstatement, whether due to fraud or error,
and to issue an auditors’ reportthatincludes ouropinion. Reasonableassurance is a high level of assurance,
butitis nota guarantee thatan audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or errorand are considered material if,
individually orin the aggregate, they could reasonably be expected to influence the decision making or the
judgement of the users taken on the basis of the Group Solvency and Financial Condition Report.

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design
proceduresinline with ourresponsibilities, outlined above, to detect material misstatementsin respect of
irregularities, including fraud. The extent to which our procedures are capable of detectingirregularities,
including fraud, is detailed below.

Based on our understanding of the Company/industry, we identified that the principal risks of non-
compliance with laws and regulations related to breaches of UK regulatory principles such as those governed
by the Prudential Regulation Authority and the Financial Conduct Authority, and we considered the extent to
which non-compliance might have a material effect on the Group Solvency and Financial Condition Report.
We also considered those laws and regulations that have adirectimpact on the Group Solvency and Finandial
Condition Reportsuch as Prudential Regulatory Authority (PRA) rules and Solvency || Regulations. We
evaluated management’s incentives and opportunities for fraudulent manipulation of the Group Solvency
and Financial Condition Report (including the risk of override of controls), and determined that the principal
risks were related to postinginappropriate journal entries to revenue or expenditure and management bias
in accounting estimates specifically investments with ajudgemental valuation, being investment property
and unlisted equity investments, and the valuation of specificgeneral insurance reserves such as UK loss of
profits, asbestos and PSA reserves. Audit procedures performed included:

e Enquiries of compliance, risk, internal audit, and the Group’s legal function, including consideration
of known or suspected instances of non-compliance with laws and regulation and fraud;

e Readingkeycorrespondence with the Prudential Regulation Authority and the Financial Conduct
Authorityinrelationto compliance with laws and regulations;

e Reviewingrelevant meeting minutesincluding those of the Group Board, Group Audit Committee
and Group Risk Committee;

e Proceduresrelatingto the valuation of investment property and unlisted equityinvestments,and the
valuation of specificgeneral insurance reserves such as UK loss of profits, asbestos and PSAreserves;

e Identifyingandtestingjournal entries, in particularany journal entries posted with unusual account
combinationsin revenue orexpenditure; and.

e Designingaudit procedures toincorporate unpredictability around the nature, timing or extent of
our testing.

There are inherentlimitationsinthe audit procedures described above. We are less likelyto become aware
of instances of non-compliancewith laws and regulations that are not closely related to events and
transactionsreflectedinthe Group Solvency and Financial Condition Report. Also, the risk of not detectinga
material misstatementdue to fraudis higherthan the risk of not detecting one resultingfromerror, as fraud
may involve deliberate concealment by, forexample, forgery orintentional misrepresentations, or through
collusion.



A furtherdescription of ourresponsibilities forthe auditis located on the Financial Reporting Council’s
website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this Report

Thisreport, including the opinion, has been prepared for the Board of Directors of the Companyin
accordance with External Auditrule 2.1of the Solvency Il firms Sector of the PRA Rulebook and for no other
purpose. We do not, in providing this report, accept or assume responsibility forany other purpose orto any
other party save where expressly agreed by our prior consentin writing.

Other Matter

The Company has authority to calculate its Group Solvency Capital Requirement using a partial internal
model (‘the Model’) approved by the Prudential Regulation Authority in accordance with the Solvency Il
Regulations. Informing our opinion (and in accordance with PRA Rules), we are notrequired to audit the
inputsto, design of, operating effectiveness of and outputs from the Model, or whetherthe Model is being
appliedinaccordance with the Company's application orapproval order.

Report on Other Legal and Regulatory Requirements
Sectoral Information

In our opinion, inaccordance with Rule 4.2 of the External Audit Part of the PRA Rulebook, the sectoral
information has been properly compiledin accordance withthe PRA rulesand EU instruments relating to
that undertaking frominformation provided by members of the group and the relevantinsurance group
undertaking.

Other Information

In accordance with Rule 4.1 (3) of the External Audit Part of the PRA Rulebook for Solvency Il firms we are
alsorequiredto consider whetherthe OtherInformationis materially inconsistent with our knowledge
obtainedinthe audit of the Company’s statutory financial statements. If, based on the work we have
performed, we conclude that there is amaterial misstatement of this otherinformation, we are required to
report that fact. We have nothingto reportinthisregard.

The engagement partneronthe auditresultingin thisindependent auditors’ reportis Sue Morling.

Braocdemomopes\o

PricewaterhouseCoopers LLP
Chartered Accountants
Bristol

19 May 2021



Appendix—relevant elements of the Group Solvency and Financial Condition Reportthat are not subject to

audit

The relevant elements of the Group Solvency and Financial Condition Report thatare not subject to audit

comprise:

e Thefollowingelements of Group template S.02.01.02:

0}
(0}
(0}
o

(0]

Row RO550: Technical provisions - non-life (excluding health) - risk margin

Row R0590: Technical provisions - health (similarto non-life) - risk margin

Row R0640: Technical provisions - health (similarto life) - risk margin

Row R0680: Technical provisions - life (excluding health and index-linked and unit-linked) -
risk margin

Row R0720: Technical provisions - Index-linked and unit-linked - risk margin

e Thefollowingelements of Group template S.22.01.22

(0}
0}

Row R0010 —Technical provisions
Row R0090 —Solvency Capital Requirement

e Thefollowing elements of Group template S.23.01.22

(0}

0}
o
(0}
0}

o

O OO0 OO

(0]

Row R0020: Non-available called but not paidin ordinary share capital at group level
Row R0060: Non-available subordinated mutual memberaccounts at group level

Row R0080: Non-available surplus at group level

Row R0100: Non-available preference shares at group level

Row R0120: Non-available share premium accountrelated to preference shares at group
level

Row R0150: Non-available subordinated liabilities at group level

Row R0170: The amountequal tothe value of netdeferred tax assets not availableat the
group level

Row R0190: Non-available own funds related to other own fundsitems approved by
supervisory authority

Row R0210: Non-available minority interests at group level

Row R0380: Non-available ancillary own funds at group level

Rows R0410 to R0440 — Own funds of otherfinancial sectors

Row R0680: Group SCR

Row R0740: Adjustmentforrestricted ownfunditemsin respect of matching adjustment
portfolios and ring fenced funds

Row R0750: Other non available own funds

e Elements of the Narrative Disclosures subject to auditidentified as ‘unaudited’.



A. Business and performance

A.1 Business details and group structure

Name and legal form of the company

Ecclesiastical Insurance Group plcisa publiclimited company incorporated and domiciled in England. The
address of the registered officeis:

Benefact House

2000 PioneerAvenue
GloucesterBusiness Park
Gloucester

GL3 4AW

EIGis an insurance holding company and wholly-owned subsidiary of Allchurches Trust Limited (ATL), which
isa mixed activity insurance holding company, incorporated and operatingin the United Kingdom.

EIG, togetherwithitsdirectandindirect subsidiaries (collectively, the Group) operates principally as a
providerof general insurance and in addition offers arange of financial services, with officesin the UK &

Ireland, Australia and Canada.
Supervisory authority
The supervisory authority forthe Groupiis:

Prudential Regulation Authority
Bank of England

20 Moorgate

London

EC2R 6DA

External auditor

PricewaterhouseCoopers LLP
2 Glass Wharf

Temple Quay

Bristol

BS2 OFR

Qualifying holdings

Qualifying holdings are adirect or indirect holdingin EIGwhich represents 10% or more of the capital or of
the votingrights of EIG, or a holding that makes it possible to exercise asignificantinfluence overthe

company.
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ATLowns 19,999,999 ordinary £1 shares and the Chairman of EIG owns, in a non-beneficial capacity, 1
ordinary £1 share.

Group structure

Below is a simplified representation of the Ecclesiastical Group:

Allchurches Trust Limited

Ecclesiastical Insurance

Group plc

100% 100% 100% 100% 100% 100%

Ecclesiastical Planning Ecclesiastical Underwriting Ecclesiastical Insurance Benefact Management Edentree Asset Lycetts Holdings Limited
Services Limited Management Limited Office plc Services Limited Management Limited e
(Includes five subsidiaries)

100% 100% 100% 100% 100% 100% 100% 100%

Edentree Investment Ansvar Insurance Limited , Ecclesiastical Financial South Essex Insurance
L Ecclesiastical Life Limited . . L N .
Management Limited (Australia) Advisory Services Limited Holdings Limited
Ecclesiastical Group Ansvar Risk Management 100%
EIO Trustees Limited Healthcare Trustees Services Limited
Limited (Australia)

South Essex Insurance
Brokers Limited

Subsidiaries and related undertakings
The followingis alist of material subsidiaries, all of which are 100% owned eitherdirectly orindirectly by EIG:
Incorporatedin the United Kingdom:

e [Ecclesiastical Insurance Office plc (EIO) is a non-lifeinsurance undertaking. The majority of business is
writtenin the UK, butalso has branchesin Ireland and Canada. In addition, EIO has a portfolio of
investments and has 100% holdings inthe following material subsidiaries:

e Fcclesiastical Life Limited (ELL) is an insurance undertaking whose only materialline of
businessislife insurance contracts and has not underwritten any new business since April
2013. ELL also has a portfolio of investments.

e [EdenTree Investment Management Limited (EdenTree IM)is an investment firm that
manages the investments of the group as well as managing the assets of third parties.

e South Essex Insurance Holdings Limited is a holding company whose sole assetis a 100%
holdingin South Essex Insurance Brokers Limited, which operates as aninsurance broker.

e [Ecclesiastical Financial Advisory Services Limited provides financial advice toindividuals,
principally within the Church of England client base.

e Ansvarlinsurance Limited (AnsvarAustralia) is athird country non-lifeinsurance undertaking
incorporated and domiciled in Australia. Ansvar Australia also has a portfolio of investments.

e [lycetts Holdings Limited and its subsidiaries are an insurance broking and independent financial
advisorgroup operating through branchesinthe UK.

e Ecclesiastical Planning Services Limited receives afee forthe distribution and administration of
prepaidfuneral plans.
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e Fcclesiastical Underwriting Management Limited is an ancillary services undertaking providing
underwriting managementand ancillary services to EIO.

e FEdenTree Asset Management Limited (EdenTree AM) is an investment firm that manages the
investments of third parties.

EIO also has branchesinthe Republicof Ireland and Canada. Within the meaning of Article 354(1) of Solvency
Il Delegated Regulation (EU) 2015/35 (the Delegated Act), Canadais a material branch as its premium written
represents more than 5% of the Group’s total gross written premium.

Lines of business
General Insurance business

The Group currently operatesinthe United Kingdom, Republic of Ireland, Canada and Australia. The material
lines of business are:

e Fire and otherdamage to property
e General liability
e Miiscellaneousfinancial loss

The proportion of each type of business written, and total GWP by country are shown in the charts below:

GWP by Solvency Il Class of Business GWP by Country
1% 4%

|

18%

17%

Property 70% UK & N. Ireland 61%
Liability 25% Canada 17%
Miscelleneous financial loss 4% Australia 18%
Other 1% Rep of Ireland 4%

Life insurance business

The Group’s only material line of life business is whole-of-lifeinsurance policies, and has not underwritten
any new business since April 2013.

Significantevents

In early 2020, the existence of anew coronavirus, now known as Covid-19, was confirmed and since this time
it has spread across the globe and is characterised by the World Health Organisation as a pandemic.
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The Group’s operational risk is heightened with asignificantand rapid migration to a remote working
environmentand additional risk associated with key suppliers. Market risk has been impacted in the form of
reduced assetvaluationsin certaininvestment classes and uncertainty around valuation. The Group has
experienced anincrease in businessinterruption claims notified as a result of Covid-19.

These risks are being continually monitored and the Group is managing the ongoingimpact of Covid -19,
utilising business continuity and risk management processes where appropriate. Whilst there has beenan
impact on day to day operations, plans have beenimplemented to ensure that the Group can continue to
provide servicestoits customers, meetits obligations as they arise, and maintain dialogue with regulators as
required.

The Group’s UK based general insurance business was one of the eightinsurersinvolvedin atestcase
brought by the Financial Conduct Authority (FCA) to seek clarity on the eligibility of businessinterruption
claimslinked to Covid-19. The judgement confirmed that losses arising from the Covid-19 pandemicwere not
covered by the Group’s Business Interruption policies considered in the case. However, there are asmall
number of policies thatdo provide coverand appropriate provisions are in place.

The Group has a robust and regular solvency monitoring processin place togetherwith a strongrisk
managementframework. Since February 2020 the Group has been monitoring the impact of the pandemic
on solvency levels, and up to the date of thisreportbeing published noinstances of abreach of its MCR, SCR
or the Board'’s risk appetite have been identified.

The Group will continue to monitorthe situation and the advice from Governments, relevant health
authorities and regulatorsinthe countries operated in as the outbreak continuesto evolve, and will take
appropriate actionsif required.

Brexit negotiations continued during 2020. The main riskidentified for the Group as a result of Brexit was the
loss of ability to carry outbusinessinthe Republicof Ireland using the freedom of services previously
afforded by the United Kingdom’s membership of the EU. To mitigate thisrisk the Ireland branch has been
granted authorisation by the Central Bank of Ireland to operate as a Third Country Branch ensuring
continuity of operations forthe Group’s customers.

The significant risks to which the Group is exposed and how these are managed are discussed in more detail

insection C.

A.2 Performance from underwriting activities
Overall underwriting performance

The Group's underwriting performance forthe yearwas a profitof £12.1m (2019: £20.0m profit). This
represents anotherstrong performance with positive results on both the property and liability accounts. As
expected, the levelof prioryearreleases during 2020 was significantly lowerthanin 2019.

The Group’s life business made a net underwriting profit of £0.5m (2019: £0.3m), driven by the return on the
investment portfolio, consistent with 2019.
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Performance by material class of business

[ ]
2020 2019 2020 2019 2020 2019 2020 2019 2020 2019
£'000 £'000 £'000 £'000 £'000 £'000 £000 £'000 £'000 £'000
Net Earned Premium 95,391 88,187 140,590 126,435 10,159 10,833 1,511 544 12 (13)
Net Claims Incurred (30,774) (27,764) (63,005) (59,197) (14,543) (3,580) (5,748)  (322) (3,653) (2,811)
Operating Expenses (44,989) (43,895) (70,792) (65,423) (4,900) (4,915) (846)  (884) (351) (270)
Underwriting Performance 19,628 16,529 6,793 1,815 (9,284) 2,338 (5,084) (662) (3,992) (3,093)
Net investment return of assets backing liabilities 4,456 3,424
Net underwriting result 464 ﬁ

General Liability

The underwriting result from the liability account continued to perform favourably. Current year claims
performance was again betterthan expected and benefited fromreserve releasesinthe UKand Ireland as
historical claims were settled at loweramounts than expected. However, as anticipated, the benefit of the
reserve release waslowerthanin 2019.

Fire and other damageto property

The property account performed favourably compared with prioryear despite asignificant church fire in the
UK. Thisis the result of favourable underlying claims performance and fewer weathereventsin the UKand
Ireland, togetherwith fewer large losses and afavourable developmenton prioryearclaimsin Canada,
partially offset by the Australian property account which was impacted by early 2020 weather events.

Miscellaneous financial loss

The underwriting result on the miscellaneous financial loss account was impacted by the Covid-19related
businessinterruption claims wherethere is confirmed cover.

Other

For 2020, the othersegmentincludes reinsurance accepted by Ecclesiastical covering development on
historicliabilities of the Australia subsidiary. Increased physical and sexualabuse (PSA) claims volumes,
consistent withtrends forthe wider Australian market, have resultedinaloss for the year.

Life business

Duringthe reporting period claims of £6.0m (2019: £5.6m) were paid, offset by adecrease inreserves of
£2.4m (2019: £2.8m) givinga netincurred claims cost of £3.6m (2019: £2.8m). Due to the close matching of
investments held to coverthe life business liabilities, movements in liabilities are offset by corresponding
movementsinthe matchedinvestments. Consequently, the main driver of the net profit of £0.5m (2019:
£0.3 profit) wasthe return on the investment portfolio representing the life business surplus assets.

Performance by geographical region

The table below only covers general insurance business. All life businessis undertakeninthe UK.
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Underwriting ,?erform.ance by UK & Ireland Canada
Geographical Region

2020 2019 2020 2019 2020 2019

£'000 £'000 £'000 £'000 £'000 £'000
Net Earned Premium 167,488 157,853 51,226 45,185 28,937 22,960
Net Claims Incurred (72,930) (58,249) (19,888) (18,742)  (21,423) (13,869)
Operating Expenses (82,096) (78,778) (26,817) (24,225) (12,839) (12,338)
Underwriting Performance 12,462 20,826 4,521 2,218 (5,326) (3,246)

UK & Ireland?

In the UK and Ireland, financial year underwriting profits decreased to £12.5m (2019: £20.8m). This
represents anotherstrong performance with positive results on both the property and liability accounts. As
expected, the levelof prioryearreleases during 2020 was significantly lowerthanin 2019. The run-off of
unprofitable business exited in 2012 and 2013, combined with our prudent approach toreserving has
positively impacted the overallresult overthe last fouryears. We would expect to continue to see amodest
level of prioryearreleases, but with agreater contribution coming from our currentyear underwriting
performance.

Both property and casualty classes generated net underwriting profits on a current year basis, despite the
impacts of Covid-19and a significant churchfire. Current yearloss ratios are in line with expectations,
reflecting favourable underlying claims performance and fewer weather events. We have also seenthe
benefitof rate increasesinanumber of portfolios.

1 - Underwriting performance for the UK & Ireland differs fromthat disclosed in note 5 to the Ecclesiastical Insurance Group Plc IFRS financial
statements as it includes other UK insurance operations that are in run-off or notreportable as segments under IFRSdue tot heir immateriality.

Canada

Canada reported an underwriting profit of £4.5m (2019: £2.2m) resultingina COR of 91.2% (2019: 95.1%).
Despite the impactfrom Covid-19and two weatherevents, the property book performed well, driven by
fewerlarge losses and afavourable development on prioryearclaims. The liability account performed well
deliveringan underwriting profit despite some adverse development on prioryear claims.

Australia

The Australian business reported an underwriting loss of £5.3m (2019: £3.2m loss). The liability account was
adversely impacted by the strengthening of PSA reserves reflecting a higheractual number of claims
reportedin 2020 andrelatedincreasesin future expectations. The property account was adversely impacted
by early 2020 weather events.

The Australianresult also reflects reinsurance accepted by Ecclesiastical covering development on historic
liabilities of the Australia subsidiary. Increased PSA claims volumes, consistent with trends forthe wider
Australian market, have resultedinaloss forthe year.
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A.3 Performance from investment activities
Investment performance by asset class

With the conclusion of aBrexitdeal and the US election, the yearended with farless uncertainty and
volatility compared to what was experienced from March 2020 as markets reacted tothe onset of the Global
Pandemic. The Group’s netinvestment loss of £5.5m, as compared to the 2019 netinvestment profit of
£74.8m, can be largely attributed to overall weakness in UK and European equities. The Group’s fund
nevertheless produced a total return ahead of its asset benchmark overthe year.

Lowerthan expectedincome from financial assets reflects market conditions and reactions to the pandemic
during 2020. The impactfrom Covid-19was also reflected in fairvalue losses on financial instruments which
contrasted with gainsin 2019.

Within our UK equity portfolio, smalland mid-cap bias proved beneficial as the FTSE Small-Cap and FTSE 250
indices outperformed the FTSE All-Share.

Our directly held sterlingbond portfolio underperformed the FTSE Gilts benchmark by 5.4%, as the longer
dated index outperformed onfalling yields and our portfolio has a higher proportion of short dated bonds.

The continued downward movementin bondyields ledtoadecrease in the discountrate applied tolong-tail
general insurance liabilities, consistent with prioryear.

Fair value gains/|losses)
2020 2019 Change 2020 2019 Change 2020 2019 Change
£'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Debt 12,631 14,220 (1,589) 5,048 4,601 447 17,679 18,821 (1,142)
Equities 6,255 9,947 (3,692) (17,418) 52,461 (69,879) (11,163) 62,408 (73,571)
Property 8,806 8,538 268 (4,975) (3,900) (1,075) 3,831 4,638 (807)
Cash 149 661 (512) - - - 149 661 (512)
Derivatives - - - (2,396) 162 (2,558) (2,396) 162 (2,558)
Exchange 530 32 498 - - - 530 32 498
Discount rate - - - (15,899) (12,433) (3,466) (15,899) (12,433) (3,466)
Other 2,435 1,421 1,014 - - - 2,435 1,421 1,014
30,805 34,819 (4,013) (35,640) 40,891 (76,531) (4,835) 75,710 (80,544)
Investment expenses (621) (941) 319 - - - (621) (941) 319
Total investments 30,184 33,878 (3,694)  (35,640) 40,891 (76,531) (5,456) 74,769 (80,225)

Gains and lossesrecognised directly in equity

Duringthe year the Group designated certain derivatives as a hedge of its netinvestmentsinforeign
subsidiaries and branches. These generated aloss of £2.3m in the current year (2019: £0.6m gain) which was
recogniseddirectly in equity andisincludedin ‘Gains/losses on currency translation difference’ within
sectionA.4.

Investments in securitisation

The Group has no material holdings in securitisationsinthe current or prior period.
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A.4 Performance from other activities

2020 2019

£'000 £'000
Return from non-insurance operations (4,513) (5,723)
Corporate costs (21,591) (18,460)
Actuarial gains on retirement plans (15,162) (6,567)
Gains/(losses) on currency translation differences (94) (748)

The return on non-insurance operations has remained negative due to continued challenging market
conditionsin boththe investment managementdivision, and the brokingand advisory division.

Corporate costs are costs incurred in managing the Company and its subsidiaries and certain company -wide
strategicinvestments. Theincrease intheyearis primarily due toincreased strategicdevelopment costs as
the Company continuestoinvestforthe future.

Actuarial gains or losses on retirement plans primarily relate to the Company’s valuation of retirement
benefits whichincludes the defined benefit pension schemeand post-retirement medical benefit scheme.
The £15.2m loss on retirement plansis mainly driven by the investment losses experienced inthe yearas the
market reacted to the Covid-19 pandemic.

A.5 Anyotherinformation

There is no other material information to disclose regarding the Group and its performance during the
reporting period.
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B. System of governance

B.1 Generalinformation on the system of governance
Governing Body — Roles and segregation of responsibilities

The Governing Body of the Group isthe Board of Directors (the Board). The Board’s role isto provide
entrepreneurialleadership of the Group within aframework of prudent and effective controls which enables
the risk which the Group facesto be assessed and managed.

The Board is responsible for: culture and values, strategy and direction, leadership and organisation,
governance, risk management and controls, financial expectations, and performance and communication.

A formal schedule of mattersreserved forthe Board’s decisionisin place and includes strategy and
management, structure and capital, financialreporting and controls, internal controls, contracts,
communication, board membership and otherappointments, remuneration, corporate governance, and
policies.

Chairman

The Chairman’s responsibilitiesinclude the active leadership of the Board, ensuringits effectivenessinall
aspects ofits role.

Group Chief Executive Officer (CEO)

The Group CEO is responsible for ensuring delivery of the strategy determined by the Board. The Group CEO
may delegate any of the limits orauthorities, but not responsibility, to any other executive director, function
holder or Committee.

Non-Executive Directors (NED)

The NEDs have a responsibility to uphold high standards of integrity and probity, including acting as both
internal and external ambassadors of the Group. As part of theirrole, the NEDs should constructively
challenge and help develop proposals on strategy.

SeniorIndependent Director (SID)

In additionto their other duties asa Non-Executive Director, the SIDis responsible forleading the evaluation
of the Chairman, meeting with the non-executives atleast once ayear without the Chairman presentand
beingavailabletoshareholdersif they have concerns about the running of the Group which have not been
resolved.



Delegation to committees

The Board has established five Committees which supportthe discharge of its duties:

Ecclesiastical Insurance

Group plc

Board of Directors

Group Finance and
Investment Committee

Group Remuneration Group Nominations

Group Audit Committee Committee Committee

Group Risk Committee

Each Committee has agreed Terms of Reference which sets out requirements for membership, meeting
administration, Committee responsibilities and reporting. A high-level overview of each Committee’s
delegated responsibilities is summarised below:

Group Audit Committee (GAC)
Comprisingfourindependent NEDs, its responsibilities include:

e overseeingthe Group’s financialand regulatory reporting processes;

e overseeingthe Group’srisk management systems and internal controls;

e reviewingthe Group’s whistleblowing arrangements;

e reviewingtaxstrategyand policies;

e overseeingtheinternal auditfunction;

e managingthe relationship with the external auditor, includingin relation tothe auditor’s
appointment, reappointment and resignation, terms and remuneration, independence and
expertise, non-audit services, and the auditcycle; and

e reportingtothe Board on how it has discharged its responsibilities.

Group Finance and Investment Committee

Comprisingtwoindependent NEDs and the Chairman, its main purpose is to ensure that the management of
certain of the Group’s financial assets (includingits investment portfolio), is properly governed, controlled
and performing as expected within agreed risk parameters. The Committee reviews and advises on any major
financial decisions on behalfof the Board and reports to the Board on how it has discharged its
responsibilities.

Group Risk Committee (GRC)
Comprisingfive independent NEDs, its responsibilities include:

e overseeingthe Group’s Risk Management Framework including risk appetite and tolerance;
e overseeingthe Group’s Risk and Compliance functions;

e reviewingprudential risk (including overseeing the capital model) and conductrisk; and

e reportingtothe Board on how it has discharged its responsibilities.



Group Remuneration Committee
Comprisingfourindependent NEDs and the Chairman, the Committee assists the Board in ensuring that:

e remuneration policy and practices of the Group are designed to support strategy and promote long-
term sustainable success, reward fairly and responsibly, with aclear link to corporate and individual
performance, having regard to statutory and regulatory requirements; and

e executiveremunerationisalignedto group purpose and values and linked to delivery of the Group’s
long-term strategy.

Thisincludes considering:

e remuneration policies, including base pay, long and short-term incentives and the use of the
Committee’s discretion;

e remuneration practice andits costto the Group;

e recruitment, service contracts and severance policies;

e pensionarrangements and other benefits;

e theengagementandindependence of externalremuneration advisers; and

e areview of workforce remuneration andrelated policies and the alignment of incentives and
rewards with culture.

Group Nominations Committee

Comprisingthe Chairman andtwoindependent NEDs, itsrole is to ensure thatthere isan appropriate
balance of skills, knowledge and experience on the Board, its committees and within the Group’s subsidiary
companies.

Roles and responsibilities of key functions
The Governance Framework documents the main roles and responsibilities of key functions as set out below:
Group Internal Audit (GIA)

Group Internal Auditderivesits authority fromthe GACand providesindependent assurance to the Board
that the governance processes, management of risk and systems of internal control are adequate and
effectiveto mitigate the mostsignificant risks to the Group. The Group Chief Internal Auditoris accountable
to the Chair of the GAC.

Group Risk and Compliance

Group Riskand Compliance derives its authority from the CEO and provides Group level oversight of the
prudent managementof riskincluding but not limited to conductrisk, inrelation to each entity withinthe
Group and, on an aggregated basis, of risk across the Group. Thisincludes designingand recommending
policies forthe risk appetite and tolerances to the Group CEO for agreement by the Board and ensuring that
these are appropriately monitored. The Group Chief Risk and Compliance Officer (CRO) reportstothe Group
Chief Financial Officer (CFO) whois accountable to the CEO.



In addition, Regulatory Risk (formerly Group Compliance) provides assurance to the Board that the Group has
adequate systems and controls sufficientto ensure compliance with its obligations underthe regulatory
system, associated risks and for countering the risk that the Group might be usedto furtherfinancial crime. It
ensures thatappropriate mechanisms exist to identify, assess and act upon new and emergingregulatory
obligations and compliancerisks that may impact on the Group.

Actuarial

Actuarial is accountable for all aspects of capital modelling, pricing and reserving across the Group and the
independent Actuarial function is responsible for providing opinions on the effectiveness of technical
provision calculations, underwriting and pricing, and reinsurance purchase. Actuarial reports to the CF O who
isaccountable to the CEO.

Material changesin the system of governance

Duringthe year the Group Riskand Group Compliance functions were merged underthe leadership of the
Chief Risk and Compliance Officer (anewly created role).

Assessment of the adequacy of the system of governance

The Board, through the GAC and GRC, annually reviews the adequacy of the system of governance ona
holisticbasis and has concluded thatit isappropriate and effective based on the nature, scale and complexity
of therisksinherentin the business.

In reviewing the effectiveness, the following was considered:

e outcomesfromthe Control Riskand Self-Assessment process (CRSA);

e outcomesfromthe OwnRiskand Solvency Assessment (ORSA) process;

e findingsfromrelevantinternal audits;

e reportsfrom management;

e attestationsfrom Strategic Business Units (SBUs) that they are materially compliant with the
governance framework; and

e changesinregulationandlegislation.

The Governance Frameworkis formally reviewed and approved by the Board through the GRC every two
years, and was last approved in November 2020.

In addition, the performance of the Board and its committeesis regularly reviewed anditis the Board’s
policy forits evaluations to be externally facilitated every two to three years. In early 2020, the Group
Nominations Committee led an external evaluation of the Board and Committees, assisted by the Company
Secretariat. An external board evaluation provider conducted this evaluation and all Board and Committee
members were required to complete abespoke assessment. The outcome of the evaluation was considered
by the Board at theirmeetingon 17 March 2020. A progress update is provided inthe 2020 Annual Report
and Accounts.



The Group believesthe size and composition of the Board gives it sufficientindependence, balance and
widerexperience to considerthe issues of strategy, performance, resources and standards of conduct. The
strongrepresentation of NEDs on the Board demonstratesitsindependence.

Remuneration policy

The remuneration policy has been setand managed ata Group level. The policyisaligned to delivery of the
Group’s strategic objectives and establishes aset of principles which underpin the Group’s reward structures
for all Group employees as follows:

e rewardstructures will promote the delivery of long-term sustainablereturns, reflectand support the
Group’s underlying strategicgoals and risk appetite and may comprise both financial and non-
financial targets;

o reward will be performance-related, reflecting individualand business performance, including both
whatis delivered and the way in which results are achieved. However, the Group will adopta
prudentand considered approach when determining what portion of an employee’s package should
be performance-linked orvariable;

e rewardstructures will be straightforward and simple foreveryone to understand;

e remuneration packages will be set by reference tolevelsforcomparable rolesin comparable
organisations. However, benchmark datawill be only one of anumber of factors that will determine
remuneration packages;

e rewardstructures will deliveran appropriate balance of fixed tovariable payin ordertofostera
performance culture, with the proportion of ‘at risk’ pay typically increasing with seniority. However,
high levels of leverage are not appropriate forthe Group;

e rewardstructures will achieve abalance between shortand long-term incentives. The balance
between shortandlong-termincentive payislargely driven by role and seniority, with generally a
greaterrole played by long-term incentives for more senioremployees; and

e the Group is committedtoensuringthatall employees have afairand equal pay opportunity
appropriate totheirrole.

The Group will strive to adhere to the highest standards of remuneration-related regulatory compliance and
best practice guidelines, while ensuring that the Group’s remuneration policies are appropriately tailored to
its circumstances, challenges and strategicgoals

Entitlementto share options, shares or variable components of remuneration
The elements of variable remuneration are delivered in the following ways:
Cash AnnualBonus

A proportion of variable remuneration is delivered in the form of a cash annual bonus whichis paid to
participants following the end of the financial year. Annual bonuses are subject to a range of challenging
financial and non-financial performance conditions linked to key strategic priorities. Awards for senior
managementroles and employees within the investment management function are subject to deferral,
providing alignment with shareholderinterests and promoting retention.



Cash Long Term Incentive Plans (LTIP)

For some senior managementroles, a proportion of variable remunerationis delivered in the form of an
LTIP. LTIPs are designed to incentivise the achievement of the Group’s long-term objectives.

Cash awards underthe relevant LTIP vest dependent on the Group Remuneration Committee’s assessment
of performance againstthe scheme’s performance conditions overthe relevant three -year performance
period.

Supplementary pension or early retirement schemes for the members of the board and otherkey function
holders

UK-based executive directors and key function holders are eligible to participate inthe Group Personal
Pension (GPP) plan. Contributions are made by the employee and employer. Any contributions to the UK
Defined Contribution Scheme thatare above the annual orlifetime earnings limit are paid in cash, net of
National Insurance contributions charge.

Early retirementis permitted within the UK Defined Contribution scheme based onthe employee's GPP fund
value at the date of early retirement.

Where an employeehas accrued benefits inthe legacy defined benefit pension scheme andis eligible to
retire early, the pension entitlement will be calculated subject to the scheme rules and no enhanced early
retirementterms otherthanthose applicable in general underthe scheme rules will apply.

Non-Executive Directors are not eligible to participate in pension plans.

Material transactions during the reporting period with shareholders, persons who exercise a significant
influence, and with members of the board

No contract of significance existed during or at the end of the financial yearin which a directorwasoris
materially interested.

B.2 Fit and proper requirements

The company is committed to ensuring that all fitand proper regulatory requirements are met forits senior
leaders withinthe Senior Managers and Certification Regime (SM&CR).

The PRA and FCA consider that the most important factors in assessing an individual's fitness and propriety
are:

e Honesty, integrity and reputation;
e Competence and capability;
e Financial soundness;

In orderto initially determinefitness and proprietyall prospective seniorrole holders take partin a multi-
stage interview process, supported by psychometrictesting, involving relevant stakeholders. The candidates’
knowledge, experience and qualifications in such areas as market knowledge, business strategy, financial



analysis, working within regulated frameworks, and governance/ risk management are fully explored. Due
diligence is fulfilled through pre-employment checks and referencing that are carried out upon an offerbeing
accepted.

Ongoingadherence to these standards is assessed through performance review cycles and is subject to
further confirmation through anannual fitand proper process, carried out for all individuals caught within
the SM&CR, covering:

e competence and performance in carrying out the documented responsibilities of the role;
e continuing professional development (CPD) and training to maintain knowledge and skills;
e completion of regular mandatory company training;

e disclosure and barring criminal records and credit checks;

e self-assessmentagainstfitnessand proprietary questions.

Where the company becomes aware of concerns regarding the fitness and propriety of apersonina relevant
roleitwill investigate and take appropriate action without delay in line with the Fitness and Propriety policy.
The regulator will be notified of any action where necessary.

B.3 Risk management system including the ORSA

Overview of the risk management system

An enterprise-wide risk management framework is embedded across the Group with the purpose of
providingthe tools, guidance, policies, standards and defining responsibilities to enable the Group to achieve
its strategy and objectives.

The risk management frameworkis owned by the Board with day to day responsibility for facilitation of the
implementation and oversight delegated to the Group Risk Function, led by the CRO.

Regulatory requirements forrisk management are complied with atall timesand are regarded as the
minimum standards forthe Group’s enterprise risk management system. The Group recognises that there
are a number of risks that it faces which could impact on the achievement of its strategy and is therefore
committed to the effectiveidentification, assessmentand, where appropriate, mitigation of those risks.

The risk management processisintegratedinto the culture of the Group and isled by the Group Chief
Executive and the Group Management Board (GMB), with support from three executive committees, an
Insurance Risk Committee, a Market and Investment Risk Committee and a Group Operational, Regulatory
and Conduct Risk Committee.

On an annual basis the GRC carries out a formal review of the key strategicrisks with inputfromthe GMB
and SBUs and allocates responsibility for each one to an individualmember of the executive management.

Monitoring of the key strategicrisksis undertaken quarterly including areview of the progress of risk
managementactions and challenge of any gapsinrisk mitigants. This quarterly review includes consideration
of emergingrisks. There isacontinuous and evolving approach to enterprise risk management and emerging
experience is used torefine this.



Pictorially, the risk framework is presented as follows:

Effectiveness of identifying and managing risks

The Group’s risk management framework is designed to help ensure that the significant risk exposures of all
business units, individually and in aggregate, can be effectivelyidentified, measured, monitored, managed
and reported upon.

The primary tools and processes for achieving this are outlined below:
Group Risk Appetite

The Board has established arisk appetite forthe Group. This focuses on the material risk areas and
establishes the risk taking capacity of the Group. SBUs develop and maintain their own risk appetite limits,
which are aligned to the overall Group risk appetite. Quarterly monitoring of compliance with the Group risk
appetite is prepared by the Group Risk function and the outputs reported to the GRC.

Structured Business Risk Reviews

The management of each business unit carries out a regularbusiness risk review. They use group defined risk
management processesto formally identify, assess and record the mostsignificant risks to their objectives.
Management record details of these risks within arisk register and also note the mitigations or other
responses agreed to appropriately manage these exposures and reportto relevant stakeholders across the
organisation. Theriskregisterisalivingdocument whichis updated on an ongoing basis to reflect changes.



The Group Risk Function facilitates this process and provides the methodology and tools to ensure
consistency in approach across all business units.

Loss and Near Miss Process

An operational risk loss and near-miss processisin place across the business areas to facilitate the
identification, recording and analysis of instances where costs (both financial and non-financial) have been
incurred, orcould have beenincurred or reputational damage suffered, due to the realisation of an
operational loss event or process or control failure. The outputs from this analysis are regularly reviewed and
usedto drive improvementsin the internal controls. Reporting of suchitemsis provided to the Group
Operational, Regulatory and Conduct Risk Committee and escalated further as appropriate.

Risk Reporting to Group Executive Risk Committees and Board Risk Committees

A business unit reportstothe relevant Group Executive Risk Committeewhere acurrent risk exposure has
the potential to affectits ability toachieve its objectives. The Group Executive Risk Committee reportstothe
GRC where they believe that acurrentrisk exposure has the potentialto destabilisethe business unit orto
harm the Group’s ability to achieve its objectives. The Group Risk function assesses common risks across
different business unitsand reportto the GRC whereitis believed that any of those risks in aggregate, could
have an adverse impactonthe Group’s ability to achieve its objectives.

Emerging Risk Process

Emergingriskidentificationis undertaken atall levels of the organisation. Thisis considered as part of all
business unitrisk reviews and by all risk oversight committees. The assessment made at risk review meetings
helps to determine the nature of any actions resulting, which may include, forexample, continued
monitoring, adeep dive analysis of the risk, or stress and scenario testing of the risk to better understand the
range of potential impacts. Those emerging risks with the potential to have a material impact on the Group
are highlighted tothe GRC as part of the regularreports.

Risk Framework Reviews

The adequacy and effectiveness of the Risk Management Framework is reviewed on an annual basis at a
Group level. The main vehicle forthisisthe CRSA process, supported by the GIA function’s risk-based audit
programme. This may be supplemented by focused reviews by the Group Risk function or by external parties
when deemed appropriate by management or the Board.

The Board also uses the ORSA process as a tool to assess the effectiveness of the system of governanceand
risk management, and whetherrevisions are required to coverany changestothe Group’s currentand
future business strategy and operations.



Implementation of the risk managementfunction

The key to the success of the risk management processis the deployment of astrong Three Lines of Defence
Model whereby:

e IstLine (Business Management)isresponsibleforstrategy execution, performance identificationand
management of risks and the application of appropriate controls;

e 2nd Line (Reporting, Oversight and Guidance)led by the CRO, is responsible forassistingthe Boardin
formulation of risk appetite, establishment of minimum standards, developing appropriate risk
managementtools, providing oversight and challenge of risk profiles and risk management activities
within each of the business units and providing risk reporting to executive management and the
Board; and the

e 3rd Line (Assurance) providesindependent and objective assurance of the effectiveness of the
Group’s systems of internal control. This activity principally comprisesthe internal audit function
whichissubjectto oversightand challenge by the GAC.

There are a numberof key roles and responsibilities with regards to the effective operation and integration
of the Group Risk Management Framework:

Role Responsibilities

The Board Own the risk management framework and are responsible forits
implementation, ensuring that they are aware of the Group’s risk
profile, the mostsignificant risks, and that adequate and
appropriate actionsare in place in response.

Group Risk Committee Responsible for making recommendations to the Board on risk
management strategy, risk appetite and other key risk
management elements. They review the effectiveness of the
Group’s risk management framework on behalf of the Board.

Executive Risk Committees (Second Responsible for the oversight of the most significant risks, incuding
Line of Defence) overseeingcross SBU risks and ensuring that coordinated
organisation-wide responses are in place.

SBU Managementand Risk Responsible forensuring thatthey are aware of the key risks
committees (First Line of Defence) relatingtotheir SBU and are satisfied with the way in which they
are beingmanaged. They are responsible for ensuring that
appropriate actions are in place and risks with an organisation-
level impactare escalated to the appropriate executive risk

committees.
Business Unitsand Functions (First Responsible forthe local management of risks which is evidenced
Line of Defence) by maintainingtheirown risk registers, which detailthe most

significantrisks faced by the business unitorfunction. Thisis part
of the process whereby management ensure thatthereisan
ongoing process forthe identification, assessment, management
and reporting of the risks identified to their business objectives.




Role Responsibilities

Group Risk Function (Second Line of Provide oversight, challenge, expert advice, and propose standards
Defence) and guidance to ensure a consistent and robust approach to risk
management across the organisation. Facilitates the consistent
implementation and application of the risk management
framework by providing the tools, trainingand supportto all levels
of the business so stakeholders can effectively discharge their
responsibilities.

Internal Audit (3rd Line of Defence) Provide independent assurance overthe design and operational
effectiveness of the risk management framework.

Consistency of implementation across the Group

As described above the risk management framework has been embedded across the Group, and the Group
Risk function work with all SBUs to ensure thatthe frameworkis embedded consistently.

SBUs are responsible for the day to day management of theirbusinesses but the Group has set out the
expectations of its subsidiaries and SBUs to ensure that an appropriate level of control and scrutiny is
maintained throughout the Group. The expectations of SBUs is formally documented and all SBUs must
comply with these expectations.

An SBU must update Group Riskand Assurance functionsimmediately, pro-actively and openly on:

e anysignificantregulatory orlegislative developments, and related implementation plans;

e any material change inthe SBU’s staffing orresourcing of its risk management framework,
compliance function orboth;

e anyinternal orexternal fraud, suspected fraud or financial crime;

e any actual or potential breaches of risk appetite or matters giving rise to reputational risk;

e any unplanned regulatory interventions, sanctions, breaches orfailure to meetlocal regulatory
requirements;

e any plannedregulatory visits or any significant or material correspondence from any regulator;

e any breaches of capital requirements;

e anyloss/nearmissevents; and

e progressonaction plansto remedythe above

Election to undertake a single Group ORSA report

The ORSA processis carried out at the level of the Group, as permitted by Article 246(4) of Solvency Il
Directive 2009/138/EC (the Directive).



Own risk and solvency assessment process

The objective of the ORSA processisto demonstrate that the Group (including all subsidiaries) has, orcan
access, the necessary resources to carry out its corporate strategy and business planin the context of risk
policy, risk appetite, aforward looking assessment of risks, the potential for stress and the quality of its risk
management environment.

In accordance with Solvency Il Regulations, the Group maintains an ORSA policy framework to regulate and
manage the ORSA process. The ORSA combines the Group’s underlying risk and capital management
processes, looking forward overthe period of the business planin order to:

e assessthe liquidity, funding, capitaland other critical resources required to execute the business
plan;

e assessthe adequacy of the risk management environmenttosupportthe business planinthe
context of a forward-looking assessment of risks, the potential for stress and risk management
policy; and

e demonstrate thatthe Group has, or the extenttowhichitis likely to have, access to the financial,
capital and othercritical resources required to deliver the business plan.

Preparation of the ORSA reportis coordinated by the Group Risk function in accordance with ORSA policy,
process and standards & guidance.

Frequency of review

The Group performs a full ORSA at least annually, covering the solvency position at the reference date 31st
December. The annual frequency is deemed sufficient for carrying out a full ORSA due to the stable nature of
the business model, maturity of the risk framework and surplus capital held. However, the ORSAisre -run,
eitherinfull or partially, in accordance with several pre-defined ORSA triggers that are defined and
monitored to identify events that could significantly impact business decision making.

Each ORSA reportisreviewed and approved by the GMB and GRC, wh o make a recommendation for final
approval by the Board. The Board take an active role inthe ORSA, primarily through the actions of the GRC,
particularly inthe forward-looking assessment of risk. The most recent ORSA Report was approved by the
Board in November 2020.

Key ORSA metrics are updated quarterly on an approximate basis and an update provided to the Board and
GRC withinthe CRO Report.

Determination of own solvency needs

The ORSA processintegrates the Group’s risk management, business planning and capital management
activities. Key stepsinthe processare:

e maintainingthe risk management frameworkthatis used as a contextforbusiness planning;
e assessmentofthe currentrisk profile of the business and ensuringadherencetorisk appetite;
o aforward-lookingrisk assessment, including analysis of emergingrisks;



a business planforthe chosentime horizon that has been derived with reference to the risk appetite,
the risk profile of the business and optimal use of capital;

identification of the impact of the proposed business plan on the risk profile of the business;

a stress testing and scenario analysis framework, including reverse stress testing, with assessmentin
context of the proposed business plan;

assessment of the capital required to carry out the business plan, particularly the own funds
necessary to meetregulatory and internally assessed capital requirements;

assessment of the risk profile in comparison to the assumptions underlying the calculation of the
regulatory capital requirements;

consideration of how capital shortfallmight be addressed and the likelihood of success; and
assessment of the adequacy and quality of the risk management environment.

Internal control system

Internal control system

The system of Internal Control isimplemented by the Board and GMB, and ensuresthatthe Group is
managed efficiently and effectively, with appropriate policies and business processes designed and
implemented to help ensure that the business objectives are achieved, and thatrisks are managedinline
with the risk appetite and risk framework.

The control framework requires the establishment of controls to meet the following key objectives:

delivery of business strategyand objectives: supporting the effectiveness and efficiency of
operations and core processes;

reliability of financial reporting: to ensure the reliability, accuracy and quality of financial
information, and to mitigate the risk thatinaccurate managementinformationis used to make
business decisions orisreported externally;

internal model:to ensure the overallaccuracy of the SCR calculation and to ensure the quality of
model outputs used for decision making;

compliance with applicable laws and regulations: to ensure that there is compliance with all relevant
regulatory and legal requirements, and to external standards which the Group complies with;
reputation:to ensure that the whole system of control is designed in such a way as to ensure the
Group operatestothe ethical standards established by the Board, thereby protecting the Group’s
reputation with customers, regulators, investors and other external parties; and

customer: to ensure that the Group providesthe products and services that customersvalue and
trust while delivering fair customer outcomes.

The Group’s control framework comprises the following elements:

controlenvironment: a business culture that recognises the importance of systems of control
whereby senior management establish the operational environment to maintain effective controls,
ensuring there are adequate resources to operate the control framework to required standards;
objective setting: managementhasin place a process to setobjectives and the chosen objectives
supportand align with the Group’s mission and are consistent with risk ap petite;



e risk assessment: Internal and external events that affect the achievement of business objectives are
identified, distinguishing between risks and opportunities. Risks are analysed, with appropriate risk
responses selected by the Board and GMB. Where appropriate, actions are developed to align risks
with the Group’srisk tolerance and appetite;

e controlstandards: apolicy framework that establishes the Board and GMB’s minimum standards for
the mitigation of risk within the stated appetite;

e controlactivities: business processes thatinclude control activities designed to mitigaterisks to the
level required to meetthe control objectives;

e monitoring activities: establish and maintain periodicand regular monitoring of controls alighed to
their materiality, to ensure that they are fit for purpose bothin designand in operation. This
includes monitoring of individual controls by business owners and oversight and assurance activities
undertaken by second and third line functions (Risk, Compliance and Internal Audit);

e training and communication: effective communication of required control standards and adequate
trainingto ensure those operating or monitoring controls can do so effectively;

e recording: certain controls are documented to ensure the process could be replicated if required,
and a person undertaking monitoring or oversight could understand the design and intended
operation of the control; and

e reporting: openand complete reporting of material control effectiveness to allow appropriate
decision-makers to understand whether control objectives are being met and whetheractions need
to be taken to strengthen the control environment, which could include removing ineffective or
inefficient controls as well as adding new ones.

Compliance function

The Group operates a Group Regulatory Risk function (formerly known as 'Group Compliance') that has
oversight of all subsidiaries and branches. This function sitsin the second line of the Group’s three lines of
defence governance systemandis responsible for:

e identifying, assessing, monitoringand reporting onthe Group’s compliance risk exposures;

e assessingpossible impact of regulatory change and monitoring the appropriateness of compliance
procedures;and

e assisting, challenging and advising the Group in fulfilling its responsibilities to manage compliance
risks.

The activities and responsibilities undertaken by Group Regulatory Risk are set outin the Group Compliance
Charterand those policies where it has delegated responsibilities. These set out how the roles and
responsibilities interact with the operational and support functions of the Group as well as with the GMB and
GRC. The charterappliestoall Group subsidiaries and branches. Compliance standards are applied to
external service providers.

The objectives of the Group Regulatory Risk function are summarised within the charter, including:

e regulatory compliance;
e riskassessment;
e control framework;



e monitoring;

e training,advice and support;

e policies;

e eventreportingand Investigation;
e board reporting;

e regulatorand marketengagement;
o financial crime and data protection;
e sanctions;and

e security and data governance.

The charter also sets out key performance measures to assess the effectiveness of Group Regulatory Risk.
These include, butare notlimited to:

e productionand performance of an annual compliance monitoring plan;

e productionandreview of compliance related policies and standards;

e delivery of compliance training, completion of compliancethemed e-learning modules, and thematic
training forall levels of staff including the Board;

e identifyingemergingregulatory obligations and keeping up to date the legal & regulatory library;

e productionand performance of thematicreviews;

e deliveryof periodicreportingand managementinformation (Ml) to Board including an annual
Money Laundering Reporting Officer (MLRO) report; and

e performance of regularsanctions screeningand reporting of sanctions breaches and suspicious
transactions.

Group Regulatory Risk gainsits authority from the GRC and the Head of Group Regulatory Riskis accountable
to the Chair of that committee.

B.5 Internal audit function

Implementation of the internal audit function

Group Internal Auditreceivesits authority fromthe GAC, whichisacommittee established to review the
work of the internal audit functions of the Group and to evaluate the adequacy and effectiveness of all
controls operatingin the Group, including financial, operating, compliance, and risk management controls.

Adequate and effective risk management, internal control, and governance processes reduce but cannot
eliminatethe possibility of poorjudgementin decision making, human error, control processes being
deliberately circumvented or overridden and the occurrence of unforeseeable circumstances. Adequate and
effectiverisk management, internal control, and governance processes therefore provide reasonable, but not
absolute, assurance thatthe Group will not be hinderedin achievingits business objectives, orinthe orderly
and legitimate conduct of its business.

GIA maintains a professionalauditteam with sufficient knowledge, skills, experience and professional
qualifications. Where specialist, technical supportis necessary to supplement GlA resource, thisis available
through a co-sourcing contract with an external specialist company, ensuring that GIA hasimmediate access



to specialist skillswhere required. GIA confirms to the GACthat the International Standards for the
Professional Practice of Internal Auditing of the Chartered Institute of Internal Audits are complied with.

GIA operates within the Group’s Three Lines of Defence model. In orderto operate an effective framework
GIA maintainsregularand ongoingdialogue with the firstand second line functions to maintain a currentand
timely perspective of business direction and issues.

Demarcation between the third line of defence and the first two lines must be preserved to enable GIA to
provide anindependent overview to GACand the Board on the effectiveness of all risk management and
assurance processes withinthe organisation. Any blurring of the roles of the three lines of defence should be
exceptionaland any such blurring must be approved by the GAC.

The GIA methodology provides aseries of different assurance responses to a variety of scenarios to give the
stakeholders the best assurance as follows:

e risk-based internalaudits - GIA’s standard audit response, this methodology will also be used to
respond to most management requests forassurance and focuses on assessing the adequacy and
effectiveness of key controls mitigating High and Very High risks;

e programme & project assurance - A series of risk-based assurance responses to programmes and
projects. This differs from standard risk-based audits in thatit focuses on key controls as well as the
commercial aspects of the programme, such as benefits realisation;

e close and continuous - This will involve GIA having regular meetings with key stakeholders and
attending decision making forums as appropriate. It will also include ongoing assessment of key
documentsastheyare produced. Any concerns will be raised with management atan early stage to
allow the programme to address themin a timely manner; and

e consultancy - Completinga piece of ad-hocwork for management, usually around the development
of controlsin a specialised area. Such work may be characterised by the need to formally contract
with the businesstoassistin control development. GIA will rarely perform these pieces of work as
they potentially compromise theirindependence.

The above are communicated through the following methods:

e reportingtothe GAC, includingthematicreporting. Quarterly reportingis provided to the GAC,
where the Group Chief Internal Auditor attends GAC meetings to summarisethe output withinthe
reporting period and provide an opinion onanumber of key risk themes; and

e internal auditreports. Inaddition tothe auditclient, internal audit reports are issued to all executive
management and members of the GMB and the external auditor. Reporting of issues focuses on
describingthe control breakdown or failure, who was responsible and the risk that has materialised
or could potentially materialise.

In response tothe issuesraised by GIA, managementisrequired todocumentthe steps they are takingto
addresstheissue, provide arealistictimescale and, importantly, the actionis assigned asingle ownerto
enhance accountability.



Independence of the internal audit function

To ensure the independence of GIA, the Group Chief Internal Auditoris accountable tothe EIG GAC Chair,
reports administratively to the Group CFO and has access to the Chairman of the EIG Board.

Financial independence, essential to the effectiveness of internal auditing, is provided by the GACapproving
a budgetto allow GIAto meetthe requirements stated above.

GIA isfunctionallyindependent from the activities audited and the day to day internal control processes of
the organisation andistherefore able to conduct assignments onits own initiative, with freeand unfettered
access to people and information, inrespect of any relevant department, establishment or function of the
organisation, including the activities of branches and subsidiaries and outsourced activities.

Where itis identified by dataownersthatinformation should be redacted b efore being provided to members
of the GIA team, the redacted information will be reviewed by the Group Chief Internal Auditorto ensure
that the redactionis appropriate and does not constitute arestriction of scope. In the event that the
redacted data relates directly to the Group Chief Internal Auditor, orthe GIA team, the Chair of the GAC will
review the redactions and confirm (or otherwise)to the Group Chief Internal Auditor whether the redactions
are appropriate.

The Group Chief Internal Auditorand staff of GIA are notauthorised to perform any operational duties for
the Group or direct the activities of any employee notemployed by GIA.

B.6 Actuarial function
Implementation of Actuarial Function

The delivery of the operations of the Actuarial Function, incorporating pricing, reserving and capital
managementare the responsibility of the Group Chief Actuary, who is an experienced qualified actuary,
holding an Institute of Actuaries Chief Actuary certificate. The responsibility of the Group Chief Actuary
includes, butis notlimitedto:

e thedeliveriesof the Group Reserving team including the co-ordination and production of technical
provisions (TPs) and International Financial Reporting Standards (IFRS) reserves;

e thedevelopment, maintenance and use of the Group Capital Model to manage the overall internal
capital requirements of the business and to assist senior managementin key business decisions
across the Group, including the business planning process, optimisation of reinsurance strategy and
optimisingthe use of capital; and

o thedeliveries of the Pricingteam, ensuring the development of appropriate pricing models exist
withinthe Group.

In orderto provide the Board with an independent opinion over the deliverables of the actuarial function,
the Group has an Actuarial Function Director, whois an experienced qualified actuary, holding an Institute of
Actuaries Chief Actuary certificate. The Actuarial Function Director uses otheractuarial and appropriately
experienced resourcesto discharge his responsibilities, ensuring an appropriate level of independence
between those carrying outactivities and those reviewing work.



The Actuarial Function Director’s key areas of responsibility are;

e the provision of oversight of the calculation of the TPs, ensuring appropriateness of data,
assumptions, methodologies and underlying models used;

e togivean opiniononthe TPsto the Board, including assessing the sufficiency and quality of the data
used, informing the Board of the reliability and adequacy of the calculation and comparing best
estimatesto experience;

e togivean opiniononthe adequacy of pricingand underwriting to the Board;

e togivean opiniononthe adequacy of reinsurance arrangements to the Board as an efficient means
to manage risk;

e to contribute tothe technical framework, governance and use of the internal capital model; and

e to contribute tothe effectiveimplementation of the risk management system.

B.7 Outsourcing

Outsourcing policy

The Group’s procurementand outsourcing policy is to outsource services on an exceptional basis.
Outsourcingis considered as an option when reviewing the operational effectiveness and business
requirements of meeting the needs of our customers and whetherthese can be better delivered from
outside the organisation using specialist providers. Outsourcing will always be subject to the services
maintainingthe integrity of the Group’s compliance with regulatory obligations and notincreasingthe
Group’s exposure to operational risk.

The Group remains responsible and accountable forany activities it has outsourced and operates adefined
framework forsupplierselection and management thatincludes risk assessing the services, conducting
regularand appropriate due diligence, and managing the supplier relationship and performance.

Comprehensive written contracts are entered into with accountability for managing the delivery of the
services assigned to anindividual managerwithinthe Group along with asenior executive as ultimate owner.
Exitand contingency plans are documented and are reviewed on afrequent basis to ensure they remain
appropriate.

Outsourcing of critical or important functions or activities

The Group has outsourced servicesin respect of the provision of legal expense handling, off -site document
and mediastorage, workplace recovery sites, IT datalines provision and management, and ITinfrastructure
support. All outsource providers operate from within the United Kingdom.

Intra-group outsourcing

The Group’s investment management activity is outsourced to asubsidiary company, EdenTree Investment
Management Limited, with acomprehensive investment management agreementin place. The Group and
EdenTree outsource Trustee services and Custodian and Dealing services.
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B.8 Any otherinformation

There is no other material information toreport regarding the system of governance of the Group.
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C. Risk profile

This section provides information on eachrisk category setting out material exposures, risk concentrations
and risk mitigation techniques.

Underwriting and market risks representthe most material areas of exposure forthe Groupand a
guantitative breakdown forthese risksis providedin Sections C.1and C.2 respectively, to give context to the
impact of these risks tothe SCR. Movementsinthe SCR values compared tothe prior yearare coveredin
sectionE.2.

In Section C.7,an overview of key sensitivities, stress and scenario testing, and reverse stress testingis
provided. This analysis plays a material part as a key risk managementtool forthe Group, enablingan
assessment of the robustness of the business plan, and facilitating greater understanding of the impact of
risks to which the businessis exposed.

C.1 Underwriting risk

Underwriting risk exposure

The followingtable provides a quantitative overview of the Group’s level of exposure to underwriting risk:

Solvency Capital Requirement- Underwriting risk m 2019
£'000 £'000
Premium risk 119,496 108,021
Reserving risk 86,447 81,069
Diversification (59,371) (51,599)
Non-life underwriting risk 146,572 137,491
Life underwriting risk 3,541 2,977

General Business

The elements of the Group’s non-life underwriting risk are:

e Premiumrisk — the risk that premiums relating to future accidentyears willbe insufficient to coverall
liabilities arising from that business as a result of fluctuations in frequency and severity of claims,
timing of claim settlements or adverse levels of expenses. Thisincludes catastrophe risk whichis the
risk of financial loss relating to future accidentyears, arising from net of reinsurance claims
generated by catastrophicevents; and

e Reserving risk — the risk of adverse change in the value of underwriting liabilities relating to
outstanding claims from prioraccident years, arising from differencesin the timing and amount of
claims settlements and related expenses from those assumed in the best estimate reserves.



Premium risk

The underwriting risk forthe Group related to future accident yearsis most heavily influenced by property
exposure, including catastrophe risk. Despite catastropherisk being mitigated by a robust and effective
reinsurance programme, the Group remains exposed to significant residualrisk including the potential risk of
aggregation (anumber of small events), spanning several perils orterritories, and the potential costs of
reinstating cover.

The main peril to which the Group is exposed for catastrophe underwriting risk is UK windstorm and storm
surge. A significant proportion of the property portfolioisinthe faith and education niches, where the
traditional nature of construction for most of the buildingsinsuredis such that they are built to withstand
the normal type of storm activity seeninthe UK. Many have undergone asignificantamount of renovation
and repairwork following the material weather events of 1987 and 1990. In otherterritories, earthquake is
the main peril for catastrophe underwriting risk (as detailed belowfor Canadaand Australia).

Aside from non-catastrophe events, the potential foran underwriting risk scenariois relatively low,
particularly takinginto account the Group’s reinsurance structure. Nevertheless, the non-catastrophe
underwriting result can cause significant volatility arising from substantial levels of attritional or large claims.
This can materially worsen the Group’sresultin less extreme outcomes, particularly due to the effect of
certainrisks that benefitless from reinsurance cover. Otherkey underwriting risks include poor premium
rates, poor weatherexperience and the occurrence of multiple large property losses.

The Group usesvarious measures to assessits exposure to underwriting risks, in particular regularand ad-
hoc MI, and modellingincluding scenarios and reverse stress testing.

There have been no material changestothe risk exposures overthe reporting period.
Reserving risk

Reservingriskis the risk of future claims payments exceeding the amounts held in claims re serves and may
emerge atany time until final claim settlement, so can be long-termin nature, particularly for liability
business. The Group’s ORSA is carried out on an ultimate basis, including allowance forall future
deterioration of experience.

Latentreservingrisk (such as PSA and asbestosis claims) has a high level of uncertainty, particularly relating
to volumes of future claims arising from historic periods of exposure, giving potential to affect the future
profits and capital position, though conversely it might give releases to enhance profits. Exposure to PSA
liability claimsis a distinctive feature of the Group’s risk profile, which arises primarily from historiccoverage
of the core church book.

Non-latentreserves representarelatively lowerrisk due tothe nature of the claims and the mix of business,
which helps diversify the risk of deterioration inits run-off. Long-tail liability covers present a higher
reservingrisk than shorter-tail property classes.

The Group has regular monitoring and review processesin place to assess reservingrisks, such as actual
versus projected claims analyses and assessment of PSA incurred claim volumes.



Therisk is not considered to have changed materially during the year. Whilst the majority of our policie s
have beenfound notto respondto Covid-19 claims we have made appropriate provision where coverisin
place. Arise in numbers of PSA claimsinthe Australian business overthe pastyearhasledto an increasein

reserves.
Life Business

The Group is exposed toonlyalimited levelof life business underwriting risk. Nearly all of the policies pay a
benefiton death of the life assured to provide payment forafuneral. Inthe currentinterest rate
environmentthe reserve held foreach policyisin excess of the current benefit levels. As benefitamounts
increase with inflation there isarisk that the population of lives assured survive longerthan assumedin the
reserving calculations and thatan inflation-linked return cannot be achieved on the assets backing the
reservesheld.

With the Group no longer underwriting new life underwriting policies the nature of life business
underwritingriskthatitis exposedtodoes notchange overtime. It has not written any new business since
April 2013 althoughitis exploring options that may see itre-open to new businessin 2021. The risk exposure
is measured as part of the ongoing process of valuation of the Group’s liabilities and the mortality experience
of the portfolioisinvestigated annually.

Overthe year there has been nosignificant change in the risk exposure.
Underwriting risk concentration
General Business

The Group’s business model givesrise toa number of risk concentrations. As aspecialist expertinsurer, the
Group writes predominantly property and casualty business concentrated in asmall number of clearly
defined niches. The focus on certain niches, specifically faith and education, gives rise to aconcentrationin
respect of PSArisks.

Geographical concentrations arise through operations focused in the territories in which underwriting
operations are based. The majority of the risks insured by the Group are located in the UK.

Concentrationsarisingin high-risk natural hazard zones can arise overseas although these are carefully
monitored. Forexample, specificattentionis given to exposure in British Columbia and Quebec West/Eastem
Ontarioinview of the earthquake risk associated with theselocations.

Life business

All policies have been underwritten inthe UK on lives of older UK residents, but there is noidentified further
concentration of risk.

Underwriting risk mitigation



General business

Reinsurance is a key tool for the Group in mitigating underwriting risk. Risk measurement and sophisticated
modelling and analysis are used to establish the impact and value of reinsurance. Reinsurance programmes
are then arranged at both local and group levels. Global reinsurance relationships are developed strategically
and transparently, and are overseen by the Group Reinsurance Board which approves all strategic
reinsurance decisions.

Accumulation of property underwriting riskin asingle areais tracked using mapping software supplied by
our reinsurance brokers. Referral to senior managementis necessary toincrease exposure in defined areas
where the largest concentrations of risk have beenidentified.

Underwriting and reserving policies and procedures, and risk appetite statements are in place at Group and
SBU level to limit underwriting risk concentrations. There are also Centres of Excellence whichaimto
disseminate best practice and ensure a consistency of approach across the Group where appropriate.

The Group has an underwriting Risk Committee, chaired by the Group Underwriting Director, whichis
responsible forthe oversight of the non-life underwriting risks of the Group. The Insurance Risk Committee
reports regularly to the GRC, which provides challenge onthe management of underwriting risks and
monitors overall risk exposure. There are also additional bodies such as the Catastrophe Risk Management
Group, which carries out close oversight of the catastrophe model outputs; the PSA Governance Committee,
which oversees PSA claims and the PSA reserving model; and a Group Reserving Committee which oversees
the setting of reserves.

Life business

Thisrisk has overlaps with marketrisk asit relatestoreinvestmentriskin the event of increased longevity.
The primary technique for mitigating this risk is to match assets to expected duration of payment. This
positionis monitored atleast annuallyby the Actuarial Function who also monitorthe Group’s and the wider
population’s experience to ensure that reserving assumptions remain appropriate.

Underwriting risk sensitivity

Various stresses and scenarios are considered. Theseare detailedin Section C.7.

C.2 Market risk

The followingtable provides a quantitative overview of the Group’s level of exposure to market risk:

Solvency Capital Requirement- Market risk m 2019
£'000 £'000
Market risk - excluding pension assets 174,539 178,596
Market risk - pension asets 68,630 81,598
Diversification (11,497) (11,381)
231,672 248,813




Market risk exposure

Market riskis the risk that the Group is adversely affected by movementsinthe value of itsfinancial assets
arisingfroma change in interestrates, equity and property prices, credit spreads or foreign exchange rates.

The most material marketrisks thatthe Group is exposedtoare:

e equityrisk - thisrepresentsthe largest market risk for the Group, arising from exposure to global
equity investments;

e propertyrisk - arising primarily from directinvestmentin a portfolio of commercial propertyinthe
United Kingdom, the risks are a fall in marketvalue of the property and voidsinrental income;

e interest rate risk —while liabilities are generally well matched by duration with fixed-interest stocks,
thereisarisk of fallsinvalue of stocks heldin surplusfundsinthe eventof risesinintere st rates;

e spreadrisk - arising from the possibility of deterioration in the credit rating of corporate bonds or
changesin marketspreads of corporate bondyields overrisk-freerates;

e credit risk (bond default) - arising from the possibility of default of corporate bonds; and

e currencyrisk - arising frominvestmentin overseas equitiesin orderto provide diversification and
gainfrom opportunitiesin different economies and from the value of surplus assets held in overseas
operations.

In additionto exposure to market risks fromits own assets, the Group is also exposed to market risks
throughits sponsorship of a defined benefit pension scheme. Within the pension scheme, the mainrisk
exposures arising are equity risk, property risk, interest rate risk, spread risk, currency risk and inflation risk.

There has been no material change inthe Group’s overall exposure to market risk duringthe year due to the
relative stability of asset mix. However, there was asignificantlevel of volatility in financial markets during
2020 and although this had dampened by the year-end, the Group’s equity asset values showed losses over
the year. The consequentreductionin equity exposure led to adecrease in stand-alone market risk capital of
£31 million.

Compliance with prudent person principle

The Group sets out a mandate to itsinvestment managers specifying the types of assets thatit wishes to
investin. Thisonly permits acquiring assets where the risks are well understood and does not allow complex
asset structures. Regularinvestmentrisk reports are provided from the asset managersthatenable the
Group to fully understand the risks in the assets.

The investment strategy aligns to the Board’s group risk appetite and the Group’s investmentriskand return
objectives. Limitsare placed onthe proportions of assets that can be invested inthe various asset classes,
countries and industry sectors, exposure to single counterparties, and qualityof issuers. These limits are
tracked regularly. Noinvestments in non-standard assets are permitted without approval by the Finance &
Investment Committee of the Board. The level of suchinvestments at EOY 2020 is only 7% of overall
investments.



Assetsto cover all liabilities and any local capital requirements are held in the relevant matching currencies
and heldinthose countries. The assets are managed so that a notional portfolio backing technical provisions
is held which has appropriate cash flows to match those of the liabilities.

Derivatives held overthe reporting period have been used only forthe purpose of management of risk
exposures for both equity riskand currency risk.

Allinvestment risk exposures are monitored regularly, and are overseen by the Group Market and
Investment Risk Committee, which provides reports to the GRC, and the Finance & Investment Committee,
which are both committees of the Board.

Market risk concentration

The largestsingle investmentis aholdingin shares of Fundacion Mapfre, representing 7% of total
investments. The majority of remaining marketrisk exposure islocated inthe UK. The largest exposureisto
the UK government, with 5% of total investments beingin UK gilts, as at yearend 2020. There are noother
material concentrations of marketrisk as the portfoliois well diversified.

Market risk mitigation

The Group uses derivatives to mitigate equity risk by reducing the effective exposureto equity markets when
the assessment of market conditions has resulted in areduced appetite for bearing this risk. Throughout
2020, the Group held putoptionsinorderto mitigate equity risk. Regularinvestment performance and risk
reports provide information that allows assessment of the effectiveness of derivative holdings.

Interestrate riskis partially mitigated by holding assets of appropriate duration to back some of the technical
provisionssothatinthe event of changesin marketyields, resultant movements in liability discount rates
will ensure that relevant asset values and liability values move in the same direction, so mitigatingthe net
overall impact. The matching cash flow position is monitored as part of the investment strategy review each
yearand adjusted as determined to be appropriate.

Interest rate and inflation risks are material risks arising in the pension fund. These are primarily mitigated
by the fund’sinvestmentin aliability driven investments portfolio that hedges approximately 55% of these
risks.

All liabilities are matched with assets in the same currency, so mitigating currency risk. Throughout 2020
forward currency contracts have been held to mitigate the risk from exposures to foreign currency arising
frominvestmentsin overseas equities and the value of surplus assets held in overseas operations.

The Group continues to monitorfactors affectinginvestment markets on an ongoing basis as a key part of
the overall risk management process.

Market risk sensitivity

Various stresses and scenarios are considered. These are detailed in Section C.7.



C.3 Creditrisk
Creditrisk exposure

The most material creditriskthatthe Group is exposedtoisreinsurerdefaultrisk arising from default of one
or more reinsurance counterparties. This riskis modelled stochastically with assumed default risk parameters
based on exposure toindividual reinsurers, credit ratings of those reinsurers, and assumed default rates and

subsequentrecoveries calibrated using historic data.

The Group is also exposed to premium debtor default risk and cash at bank defaultrisk, and although these
risks are not considered material they are also quantified within the capital model.

The likelihood of this risk has increased over the reporting period due to the economicimpact of Covid-19on
both reinsurersand policyholders. However, we have not seen evidence of this crystallising.

Creditrisk concentration

The Group has risk appetite limitsin place which limit exposure to any single reinsurergroup. The largest
individual reinsurance balance owed at 31 December 2020 was approximately £1.7m.

Credit risk mitigation

The Group has a wide, well-diversified panel of reinsurers, thereby diversifying the risk exposure. The Group
only uses reinsurers with strong credit ratings and all those participating are approved and monitored
regularly by the Group’s Reinsurance Security Committee. There are risk appetite limits in place forreinsurer
groups based on creditratings.

The Group has strong credit control processesin place to manage brokerand policyholder exposures
including due diligence assessments for brokers that have credit facilities, with ongoing monitoring of the
credit status and experience of making timely payments.

Creditrisk sensitivity

Various stresses and scenarios are considered. These are detailed in Section C.7.

C.4 Liquidity risk
Liquidityrisk exposure

Liquidity riskisthe riskthatthe Group, although solvent, either does not have sufficient financial resources
available toenable itto meetits obligations as they fall due, or can secure them only at excessive cost.

Assessment of thisriskis primarily carried out by scenario analysis considering cash flows that would emerge
in stressed circumstances. The scenario thatis mostlikely to cause suchissues would be aneed to make
substantial claims payments after an extreme catastrophe event, though thisis mitigated by agreements for
reinsurers to pay theirrecoveries priorto the Group paying claimants. The riskis further mitigated by holding
most assetsin highly liquid investments. Further detail is provided below.



There have been nosignificant changesto liquidity risk exposure overthe reporting period.
Liquidity risk concentration

The Group holds a wide range of liquid investments, the largest counterparty beingthe UK Government. The
overall assessmentisthat no liquidity risk concentrations are considered to be material.

Liquidity risk mitigation

The Group carries out regularforecasts of future expected cash flow requirements and maintains cash
balancesthatare sufficientto coverthese for several monthsin normal conditionsinlocal currencies forall
territoriesin which it has material business operations. Over 80% of the Group’s investments are held in
highly liquid assets so should be readily accessible in stressed circumstances.

In the event of a natural catastrophe resultinginalarge number of claims, which is the most likely situation
causing higherthan normal liquidity needs, the Group’s arrangeme nts with reinsurers are made such that
reinsurers willmake payment of their proportion of the claimin advance of or simultaneously with payment
to policyholders.

The Group also maintains awell-diversified panel of strongly rated reinsurers to minimise the potential for
over-reliance onany one reinsurer, as discussed in Section C.3.

The Group regularly monitors liquidity risk and manages the risk on an ongoing basis with oversight provided
by the Group Chief Financial Officer. Examples of processes for managing liquidity risk are monitoring of risk
limits and tolerances, monitoring of the investment strategy, and structuring of reinsurance contracts.

Liquidity risk sensitivity

The nature of the Group’s liquidity risk means that it will not be a concern in any otherthan the most severe
circumstances. Scenario analysis is undertaken examining resilience against extreme catastrophelosses
combined with recoveries from the Group’s largest reinsurer being disputed. The outcome is that, despite
damage to profitability and solvency coverage, all expected payments could be made from cash and short-
termbonds. An even more extremestressis also modelled whereby quicker claims payments are required
and multiple reinsurers fail, but sales of collective funds, equities or property are still not required under this
scenario.

The scenario analysis confirms that there is sufficient liquidity in the Group’s portfolio of assets to have
confidence thatall payments would continueto be meteveninthe mostextreme outcomes. However,
liguidityremains akey consideration when settinginvestment policy.

Expected profit in future premiums

Expected profitsin future premium are calculated using the expected combined operating measurederived
from realisticbusiness plansand applied to the future bound premium, including current premium debtors.
The resultisapportionedto the line of business using the profile of premium written.



The total amount of the expected profitincludedin non-life future premiums as calculated in accordance
with Article 260(2) of the Delegated Actis £8,293k.

The total amount of expected profitincludedin future life premiumsis £1k.

C.5 Operational risk
Operational risk exposure

The Group defines operational risk as ‘the risk of loss arising from inadequate or failed internal processes,
people and systems, or from external events’. The definition includes conduct of business, otheraspects of
compliance and legal risk but excludes strategicand reputational risks which are considered separatelyin
section C.6.

Given the nature of the Group’s businessitis exposed toa number of different types of operational risk
which at a high level can be categorised as:

e peoplerisk;

e systemsrisk;

e processrisk;

e regulatoryrisk;

e legalrisk;and

e external environmentalfactors.

Legalriskincludes, butis notlimited to, exposure to fines, penalties or punitive damages resulting from
supervisory actions, as well as private settlements.

These risks have not changed ssignificantly during the yearalthough the level of externalthreat from cyber
riskis elevated across the industry. Following the outbreak of the Covid-19 pandemic, the Company operated
with most staff located remotely. Alloperations have continued to function effectively and controls
remained robust.

The Group’s current approach to the quantification of operationalrisk involves the analysis of arange of
scenarios through workshops held with subject matter experts and senior management, as detailed below.

Operational risk concentration

With respectto operational risk concentration, there are anumber of key systems that support business
operationsincluding underwriting and claims management. This naturally creates an operational risk
concentration. Given the efficiencies to be gained from shared systems, this concentration willremain over
the short to medium-term and has been accepted, althoughitis regularly monitored.

Operational risk mitigation

The Group accepts operational risk as a natural consequence of doing business. Mitigation techniques with
respectto operational risk focus onthe use of preventative and detective controls. Preventative controls are



soughtto eitheravoid a particular risk materialisingorto lessenitsimpactifit does. Detective controls also
provide value in helpingtoflagthat a risk exposure is changing orisimpacting business activitiesina
particularway. This allows corrective actions to be taken or planned to ensure that the risk exposure will not
threaten the achievement of the strategicobjectives of the Group.

Duringthe year the Group Operational, Regulatory and Conduct Risk Committee provided oversight of the
relevantrisks across the Group.

The Group is currently undertaking along-term transformation programme to ensure ongoing adequacy and

effectiveness of material systems infrastructureand will include the implementation of anew core operating
system. This will help toimprove processes for front-line employees, provide a platform for business growth,
and betterserve customers and partners.

In respect of regulatory and legal risk, thisis managed by maintaining astrong ethical culture, an effective
governance infrastructure, a proactive compliance function and by embedding understanding of legal and
compliance requirements.

Conductrisk has longbeen considered animportantrisk, and part of the widerregulatory and legal risk
universe. ‘Customer Promises’ have been developed by all SBUs within the Group and a robust proposition
review process ensures thatthe customeris at the heart of all activities and that products and services are
developed, distributed and maintained ethically, transparently and offering value for money.

Information security and specifically cyber are also key operational risks forthe Group. Cyberriskis critical
due to the everchangingthreats and increased volumes of malicious attacks seen across all types of
businesses. Thisriskis managed by a wide-ranging set of preventative and detective controls which are
under constant review and the Group has a dedicated Group Cyber Security and Business Continuity team.

Operational risk sensitivity

Stressand scenario analysisis used to identify the qualitative and quantitative impact of various operational
risks crystallising that could have an adverse impact on the achievement of divisional or corporate objectives.

Each scenariois designedto be as realisticas possible and may examineindividual or multiple stresses
occurring simultaneously. Each scenario examined is extreme butalso plausiblein the context of the current
business modeland forward planning period, within the 1in 200-year range of probability. Examplesinclude
an information security breach and systems unavailability.

These scenarios have amodestimpact on the Group’s short to medium-term solvency. The conclusionis that
the Group’s solvency coverage is resilient to quite extreme adverse operational risk scenarios.

C.6 Other material risks
Other material risk exposure

Climate change risk relates to the financial risks arising through climate change. The key impacts forthe
Company are physical risks (eventdriven orlongerterm shifts), the transition risks of moving towards a



lower carbon economy, and liability risks associated with the potential for litigation arising from an
inadequate response. We considerflood risk and other weather-related risk factorsininsurance risk
selection and catastrophe risk is managed through reinsurance models. We also operate an ESG overlay on
the investment strategy.

The Group’s other material risks are strategic, group and reputational risk.

Strategicrisk relates to risks associated with the effective development and ongoing implementation of the
Group’s strategy. It also covers widerrisks relating to the competitive and macro environment. These risks
are notexplicitly covered in the capital requirements which are all based on more extreme, lower likelihood,
higherimpact events. The Groupis naturally exposed to the risk of failing to develop orimplementan
appropriate strategy forthe business. This could arise from afailure to adequatelyidentify orassess the
threat presented by competitors, failure to fully understand markets or setting a strategy without due regard
to the capability within the Group.

Group risk relates to exposures resulting from having a group of operating companies. Particularrisks that
are relevantare contagion and contamination. Theseinvolvethe risk thatfinancial problemsin one member
of a group can cause deteriorationin othergroup members orthe risk of financial distress or otheradverse
eventsin one Group company causing damage to the reputation of other firms within the Group.

Reputational risk relates to exposures that would resultin negative reputational impacts upon the Group
were theyto occur. Reputational risks are often associated with otherrisk types. Forexample, aregulatory
breach (operational risk) will have reputational risks associated with it.

Maintaininga positive reputationis critical to the Group’s vision of being the most trusted and ethical
specialistfinancial services group. Risks to the Group’s brand and reputation are inherently highinan
increasingly interconnected environment, with the risks of externalthreats such as cyber security attacks,
and viral campaigns through social mediaalways present. We operate strong and proactive controlsin order
to monitor media activity generally, with additional PSA focussed activity overseen by a PSA Governance
Committee. The probability of issues peaked during 2020 with perceived risks around business interruption
coverage and IICSA. However, following a positive outcome at the High Court and publication of IICSA’s
Anglican Churchinvestigation Report, these risks have reduced accordingly. There have been no other
changesto these risks overthe reporting period.

All of these risks have been considered when developing the business plans and actions have been derived to
addressthe risksidentified. All key risks are also explored within the stress testingand scenario analysis
frameworkin orderto ensure thatthe business has agood understanding of their potentialimpacts.

The Group’s system of governance covered in section B helpsto mitigate theserisks.

There are no material risk concentrations from these risks.

C.7 Anyotherinformation

Stress & scenario testing



The business planissubjecttoa wide range of single and combination scenarios that explore the impact that
risk events can have on the business. Each scenario represents an extreme yet plausible event that could
impact the business plan, operations and financial health of the Group. Whilst extreme, each eventis also
reasonably foreseeable as part of future developments, e.g. withina1in 200 yearrange of probability.

The approach involves identification of events and independent d erivation of losses and return periods
associated with these events. Theseare compared against adistribution of model outputs using pre -defined
pass/fail criteriain orderto draw conclusions on model accuracy and risk coverage.

Some examples of the scenarios considered and the resultantimpact of the sensitivity on the SCR are:

‘ Scenario | Change in SIl IM SCR Cover

Higher than planned attritional claims -anincreasein both attritional (13%)
property and liability claims, where there is little or no recovery from
the reinsurance programme (equating to an increase of 5 percentage

points to the net loss ratio)

Deteriorationinlatent reserves — 1 in 50 year deterioration (16%)
Reduction in GWP year on year — 10% reductionin GWP (14%)
Windstormcatastropheevent combined with reinsurer default— (6%)

recreates windstorm catastrophe event of 1990

Increaseinoperatingexpenses — 10% increasein operating expenses (8%)
and broker commission

Combined market fall, windstorm catastropheevent anda reinsurer (33%)
default —combination of 1 in 20 market fall with windstormscenario

above

The impact of the single scenariosisin line with Group expectations. The capital positionis strong and
remainsresilientin highly stressed circumstances. Combining the more extreme market stresses with the
most extreme underwriting scenario puts the greatest strain on the business.

The outcome of testing was discussed by the Board during the yearand consideration givento the current
environmentand the impact of Covid-19on the Group’s viability. Amongthe considerations and scenarios
were furtherinvestment market volatility, claims experience and business deterioration. Analysis confirms
that the Group has sufficient capital resources to coverits capital requirements and is operationally resilient.
The impact of Covid-190n the Group has been subject to continual monitoring with additionalfocus across
committeesand at Board level.

Reverse stress testing (RST)

Reverse stress testingisanimportantrisk managementtool and provides the Board with furtherinsightinto
the ability of the Group to withstand extremely severeadverse scenarios. Itis also akey validation
component forthe internal model. Various RSTs are performed by starting from the point of business model
failure and working backwards to identify plausible root causes which would resultin the business model
becomingunviable.

Considerationis given to both single risk event scenarios, such asindividual large catastrophe events,
extreme economicshocks and reinsurer defaults, as wellas combination risk event scenarios, such as an
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economicshock combined with a material insurance risk event. The exercise shows key risks and scenarios
that may materially impactthe Group and confirms the business model is sufficiently resilient.
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D. Valuation for solvency purposes

All material asset and liability classes otherthan TPs have been valued in accordance with Article 75 of the
Directive and Articles 7to 16 of the Delegated Act, takinginto accountthe following European Insuranceand
Occupational Pensions Authority (‘EIOPA’) publications:

e EIOPA-BoS-14/170- Guidelines on treatment of related undertakings, including participations;

e FIOPA-BoS-14/181— Guidelines on group solvency; and

e FIOPA-BoS-15/113— Guidelines on recognition and valuation of assets and liabilities other than
technical provisions.

TPs have beenvaluedin accordance with Articles 76to 86 of the Directive.

Followingthe UK’s exit from the European Union (EU), the PRA rulebook continues to referto the EU SlI
articlesinforce at 31 December 2020. Reference to EU directives therefore remain appropriate.

Material assets and liabilities are defined as assets and liabilities that are valued in excess of £5.8m
(Equivalentto 1% of IFRS netassets).

As permitted by Article 9of the Delegated Act, the valuation of assets and liabilities are based, where
appropriate, on the valuation method used in the preparation of the annual financial statements. The
financial statements have been prepared in accordance with IFRS and audited by external auditors.

International Accounting Standard (1AS) 39, Financial Instruments: Measurement and Recognition, requires
the classification of certain financial assets and liabilities into separate categories for which the accounting
requirementis different.

The classification depends on the nature and purpose of the financial assets and liabilities, and is determined
at the time of initial recognition. Financial instruments are initially measured at fair value. Theirsubsequent
measurement depends on their classification.

Financial instruments designated as at fair value through profit orloss and hedge accounted derivatives
under International Financial Reporting Interpretations Committee (IFRIC) 16 are subsequently carried atfair
value. All otherfinancial assets and liabilities are held atamortised cost using the effective interest method,
exceptforshort-term receivables and payables where the recognition of interest would be immaterial. The
Directors consider thatthe carrying value of those financial assets and liabilities not carried at fair value
approximatestotheirfairvalue.

The Group has adopted IFRS 16 using the modified retrospective approach, as permitted by the standard. On
adoption of IFRS 16, the Group recognised right-of-use assets and associated lease liabilities in relation to
leases which had previously been classified as ‘operating leases’ underthe principles of IAS 17, Leases.

Right-of-use assets have been measured atan amount equal to the lease liability adjusted by the amount of
any prepaid oraccrued lease payments relating to thatlease recognised in the balance sheetatinitial
recognition. Lease liabilities have been measured at the presentvalue of the remaining lease payments,
discounted usingthe lessee’s incremental borrowing rate.
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D.1 Assets
Solvency Il valuation of assets

A copy of the quantitative reporting template (QRT) ‘S.02.01.02 — Balance sheet’isincludedin Appendix 1
and shows a list of assets by class as reported in the annual QRT of the Group. The table below summarises
the Sll Valuation and the differences that arise in comparison with the financial statements’ net asset value
preparedinaccordance with IFRS, togetherwith an analysis of assets:

Y (o Ja Tl | non-insurance aid Reclassified . Solvency Il
X . X difference )
IFRS Basis undertakings comparison IFRS Valuation
£'000 £'000 £'000 £'000 £'000 £'000
Total Assets 1,880,316 (251,469) (142,188) 1,486,659 (188,847) 1,297,812
Total liabilities 1,300,867 (251,469) (142,188) 907,210 (115,011) 792,199
Net assets 579,449 - - 579,449 (73,836) 505,613
Goodwill 43,907 (6,865) - 37,042 (37,042) -
Intangible assets 33,445 (2,354) - 31,091 (31,091) -
Deferred acquisition costs 41,989 - - 41,989 (41,989) -
Deferred tax assets 2,502 (1,424) - 1,078 95 1,173
Pension benefit surplus 1,053 - - 1,053 - 1,053
Property, plant & equipment held for own use 42,431 (6,034) - 36,397 - 36,397
Investments  Participations 5,696 32,789 3,873 42,358 (13,602) 28,756
Other 972,169 (1) 4,203 976,371 28 976,399
Loans & mortgages 15,728 - - 15,728 1,632 17,360
Reinsurance recoverables Non-life 208,677 - (24,201) 184,476 (60,359) 124,117
Life 206,570 (206,570) - - - -
Insurance & intermediaries receivables 116,224 - (103,441) 12,783 - 12,783
Reinsurance receivables 11,005 - (10,949) 56 - 56
Receivables (trade, not insurance) 49,236 (22,610) (7,090) 19,536 (6,519) 13,017
Cash and cash equivalents 129,596 (42,304) (710) 86,582 - 86,582
Any other assets, not elsewhere shown 88 3,904 (3,873) 119 - 119
Total assets 1,880,316 (251,469) (142,188) 1,486,659 (188,847) 1,297,812
Goodwill

Goodwill inthe financial statements represents the excess of the cost of an acquisition overthe fairvalue of
the Group’s share of the identifiableassets and liabilities acquired at the date of acq uisition. Sll requires
goodwill to be valued at nil.

Intangible assets

Intangible fixed assets are valued at amortised costin the financial statements. For Sll these assets have been
valued at nil as amortised costis not a permitted method of valuation anditis not practicable to obtain an
independent valuation of these assets.

Deferred acquisition costs

In the financial statements a proportion of commission and otheracquisition costs relating to unearned
premiumsis deferred and amortised overthe periodin whichthe related revenues are earned. For S|
deferred acquisition costs have a nil value as they have nofuture cash flow and therefore have no fairvalue.
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Deferred tax assets

The calculation of deferred taxis based ontemporary differences between the carryingamounts of assets
and liabilities for financial reporting purposes and the amounts used for tax purposes. Deferred tax is
measured using tax rates expected toapply whenthe related deferred tax assetis realised or the deferred
tax liability is settled based on tax rates and laws which have been enacted or substantively enacted at the
year-end date.

For SlI, deferred tax has beenrecalculated to take into account the valuation differences between the
financial statements and the Sl valuation of assets and liabilities. The tax rate used is 19%, beingthe rate
usedinthe Annual Reportand Accounts.

Pension benefit surplus

The Group operates a number of defined benefit and defined contribution plans, the assets of which are held
inseparate trustee-administered funds.

Below is an analysis of the assets of the defined benefit pension plan:

ETE
£'000 £'000
Government bonds 1,805 4,027
Corporate Bonds 77,575 79,836
Listed Equity 148,313 158,999
Unlisted Equity 1,333 779
Investment funds 86,791 69,113
Collateralised securities 520 542
Cash and cash equivalents 34,416 19,546
Investment Property 41,873 43,659
Derivatives 885 2,396
Other 845 787
394,356 379,684

In accordance with IAS 19, Employee Benefits, for defined benefit plans, the pension costs are assessed using
the projected unitcredit method. Underthis method, the cost of providing pensionsis charged to profit or
loss so as to spread the regular cost overthe service lives of employees, in accordance with the advice of
qualified actuaries.

The pension obligationis measured as the present value of the estimated future cash outflows using a
discount rate based on marketyields for high-quality corporate bonds. The resulting pension plan surplus or
deficitappearsasan assetor obligationin the statement of financial position. Any asset resulting from this
calculationislimited to the present value of economic benefits available in the form of refunds from the plan
or reductionsin future employer contributions to the plan.



Property plant and equipment held forown use

This category can be furtheranalysedinto the following classifications:

Analysis of property, plant & equipment held for own use m 2019

£'000 £'000

Property improvements, fixtures, fittings & computer equipment 9,941 6,047
Owner occupied property 2,440 2,445
Motor vehicles 13 24
Right of use assets - property 23,011 8,702
Right of use assets - motor vehicles 992 1,027
36,397 18,245

Property improvements, fixtures and fittings, and computer equipment are valued in the financial
statements onanamortised cost basis. Asthese assets passimpairment reviews and continueto deliveran
economicbenefittothe Group, whichisreflectedintheir IFRS carrying value, thisisassumedto be an
acceptable approximation of fairvalue. A proportional approach has been taken as any discrepancy between
theirSll economicvalue and their IFRS value would not be material.

A valuation of owner-occupied property is undertaken by an external valuer every threeyears forthe
financial statements. As any change in value through using a more frequentannual valuation would not be
material, noadjustmenttothisvalue is made forthe Sll valuation.

Right-of-use assets have been valued at the presentvalue of the remaining lease payments, discounte d using
the lessee’sincremental borrowing rate. Thisis assumed to be an acceptable approximation of fairvalue. A
proportional approach has been taken as any discrepancy between their Slleconomicvalue and their IFRS
value would not be material.

Motor vehicles are valued on an amortised cost basisin the financial statements. Their IFRS carryingvalue is
assumedto be an acceptable approximation of fairvalue. A proportional approach has beentaken asany
discrepancy between their Sll economicvalue and their IFRS value would not be material.

Investments —participations (subsidiary undertakings)

The Group’s financial statements fully consolidate all of the group’s subsidiaries. Under Sll, only insurance
companies, insurance holding companies and ancillary service companies of the Group are fully consolidated.
The tablesabove andin section D.3 therefore includea column where the assets and liabilities of other
subsidiaries are removed fromthe IFRS consolidation and included in ‘participations’ as asingle value.

The value of the Group’sinvestment firms, EdenTree Investment Management Limited and EdenTree Asset
Management Limited have been valued under sectoral rules for Sl (unaudited), as required by Articles 329
and 335 of the Delegated Act.

As all the remaining participations that are not fully consolidated are unlisted companies, the preferred Sl|
valuation method of using quoted market prices as required by Article 13(1)(a) of the Delegated Actis not
possible. The alternative method has therefore been adopted whereby each participation’s assets and



liabilities are valued on aSll basis and the resulting valuerecognised using the adjusted equity methodin
accordance with Article 13(1)(b).

Key driversforthe differencein valuation of participations (£13,602k) between Sll and IFRS are the removal
of goodwill, intangible assets and prepayments.

Investments—other

Otherinvestments comprises property, equities, corporate and government bonds, investment funds,
derivatives and deposits.

The fair value measurement basis used tovalue investments held at fair value is categorised into afairvalue
hierarchy as follows:

Level 1: fairvalues measured using quoted bid prices in active markets foridentical assets. This category
includes listed equities in active markets, listed debt securities in active markets and exchange-traded
derivatives.

Level 2: fairvalues measured usinginputs otherthan quoted pricesincluded within level 1that are
observable forthe asset, eitherdirectly (i.e. as prices) or indirectly (i.e. derived from prices). This category
includeslisted debtorequity securitiesin amarketthat is not active and derivatives that are not exchange -
traded.

These financial assets are valued using third-party pricinginformation thatis regularly reviewed and
internally calibrated based on management's knowledge of the markets. Where material, these valuations
are reviewed by the GAC.

Level 3: fairvalues measured usinginputs forthe assetthatare not based on observable marketdata
(unobservable inputs). This category includes unlisted debt and equities, including investmentsin venture
capital, and suspended securities. Where alook-through valuation approachis applied, underlying net asset
values are sourced from the investee, translated into the Group's functional currency and adjusted to reflect
illiquidity where appropriate, with the fairvalues disclosed being directly sensitive to thisinput.

Accruedinterest of £3,494k included within ‘receivables (trade, notinsurance)’ in the financial statements
have been moved toinvestments as bond valuations are inclusive of accrued interest forSll. Thisisa
presentational difference only with nochange invalue.

Investments —property

Investment property comprises land and buildings which are held forlong-term rental yields andis carried at
fairvalue. Investment propertyis valued annually by external qualified surveyors at open market value.

Investments—derivatives

All derivatives are initially recognised at their fair value, which usually represents their cost, including any
premium paid. They are subsequently re-measured at theirfairvalue, with the method for recognising
changesinthe fairvalue depending on whether they are designated as hedges of netinvestmentsin foreign



operations. All derivatives are carried as assets when the fair values are positive and as liabilities when the
fairvaluesare negative.

The Group's derivative contracts are nottraded in active markets. Foreign currency forward contracts are
valued using observable forward exchange rates corresponding to the maturity of the contract and the
contract forward rate. Over-the-counterequity orindex options and futures are valued by reference to
observable index prices.

Investments —deposits other than cash equivalents

This comprises highly liquid investments with original maturities of more than three months. These balances
are typically deposit balances with banks. As cash balances are not subject to a significant risk of change in
value, they are considered to be held atfairvalue.

Loans and mortgages

Loans are carried at amortised cost using the effective interest method, which is assumed to approximate to
fairvalue. Loans are recognised when cashis advanced to borrowers. To the extentthata loan or receivabl e
isuncollectable, itis written off asimpaired.

For Sll these balances are valued at the present value of their expected future cash flows. The key
assumptionsusedinthe valuation are loan duration, interest rate and discountrate. The interestrateis as
definedintheloanagreement, andis typically either fixed or based on a fixed margin above the Bank of
England Base Rate. The discount rate used is taken from the risk-free curves published by the PRA.

Reinsurance recoverables

The valuation of reinsurers’ share of TPs and the differencesin valuation methodology compared with the
IFRS financial statementsis coveredinsection D.2.

Insurance & intermediaries receivables and reinsurance receivables

Due to the short-term nature of the outstanding balances, theiramortised costis assumed to approximate to
theirfairvalue. UnderSll only amounts past their due date are included ininsurance and intermediaries
receivables and reinsurance receivables. Amounts not past their due date form part of TPs (See section D.2).

Receivables (trade, notinsurance)

This comprises trade debtorbalances. Due to the short-term nature of the outstanding balances, their
amortised costisassumed to approximate to theirfairvalue. The valuation of non-insurance receivables for
Sllis the same as in the financial statements except for £6,520k of prepayments which have no economic
value.

Cash and cash equivalents

Cash and cash equivalentsincludecashin hand, deposits held at call with banks, othershort-term highly
liguid investments with original maturities of three months or less, and bank overdrafts. As cash balances are
not subjecttoa significantrisk of change invalue, they are considered to be held at fairvalue.



Any other assets

Intercompany debtor balances within the wider Group are shown as any otherassets. The balances are
repayable on demand, and the amortised costis assumed to approximate to fair value.

Differences between group and subsidiary-level valuation basis

There are no material differencesinthe bases, methods and main assumptions used at Group level for the
valuation forSll purposes of the Group’s assets compared with those used by the Group’s subsidiaries for
theirown solvency purposes.

D.2 Technical provisions
Solvency Il valuation of technical provisions and assumptions used
Non-life technical provisions
Under Sll the technical provisions are made up of:

e Discountedbestestimateclaims provisions;
e Discounted bestestimate premium provisions; and
e Riskmargins. (unaudited)

The non-life technical provisions (TPs) are calculated as asum of best estimate and risk margin usinga three -
stage process of grouping datafor homogeneous risks, selecting methodologies, and setting assumptions
which take into account the economic, underwritingand reserving cycles.

The reserving process captures material factors viaengagement and interaction across relevant business
areas, particularly the claims and underwriting functions. These factors may notbe inherentinthe historical
data. For example, achange introduced to the claims management philosophy may impact the incurred
development pattern going forward.

The reserving framework is structured such that sufficient oversight exists within the reserve setting process
through reviews by key stakeholders within management, by the Actuarial Function Director, and ultimately
by the Board viathe GAC. This ensuresthereisanindependent challengetothe process and results, and that
future developments within the business are incorporated into the projections where appropriate.

Modelling methodologies and assumptions

The nature of inputassumptions forthe reserving models used in projecting ultimate claims costs varies
based on the class of business modelled, the levels of historical data available and the nature and complexity
of the underlyingrisk. The final choice of model and assumptions involves professional actuarial judgement
and a technical review within the reserving Governance Framework.



The following methods are used accordingly:

¢ Incurred Development Factor Method (DFM) used eitherinisolation for ‘Fire and other property
damage’ classes orin combination with other methods for liability and latent classes;

e Bornhuetter-Ferguson Method (BF) used primarily for more recent development years forthe
liability classes;

¢ Frequency-Severity Approach, either deterministicfor liability classes or stochasticforlatent claims;

e scenariosframework for Events Not In Data (ENID), which generally would not have been foreseen at
the time of writing the policies;

e exposure based methods are used to assess Covid-191oss of profits reserves, based on policy terms
and limits and propensity to claim assumptions.

¢ Simplified methods like scaling based on exposure measures for smaller territories; and

e discontinued andinwards reinsurance businesses are eitherafixed percentage of case outstanding
or a fixedamount.

e The premium provision uses realisticbusiness planning assumptions relating to the future accident
year period, adjusted if necessary to ensure no creditis taken for planned future rating or
underwriting actions, orexpense efficiency improvements.

Once the best estimates are calculated all future years’ cash flows are discounted to present value using the
prescribed risk-free discount curve forthe relevant currency interest rate-term structure.

The reinsurer’s share of incurred but not reported (IBNR) calculations are varied depending on the type of
treaty. Proportional arrangements use assumptions on net to gross ratios and excess of loss arrange ments
incorporate stochasticmodelling of net average costs where applicable.

Expected defaults are calculated by reference toreinsurer credit ratings and the expected term of the
recoverable.

Valuation

Claims provisions, premium provisions and risk margin by class are reported on ‘QRT S.17.01.02 — Non-life
technical provisions’.

The two major contributors to the TPs are the ‘general liability’ (70% of TPs) and ‘fire and other property
damage’ (25% of TPs) classes of business.

The distribution of reserves by line of business reflects differencesin risk and claim behavioural experiences.
Comments on material lines are given individually below.

Fire & otherproperty damage

The TPs for this class are weighted between both premium and claims provisions due to the short-tail nature
of these risks and potential forunusually large or catastrophe event claims to occur during the future
exposure period.



General liability

The TPs for this class are heavily weighted towards the claim provision due to the longer-tail nature of these
risks, which may be complex and take many years to settle, and with potential for late reported orlatent
claimsto emerge.

Latentclasses are particularly sensitive to changesin the discount rate. The prescribed UK risk-freerate
decreased over 2020, which resultedinanincrease inthe discounted latent provisions.

Motorvehicle classes

The majority of motor business has beenin run-off since 2013. The motor TPs are calculated atan
aggregated level for ‘motorthird party liability’ and ‘other motor’, with substantially all of the remaining
reserve relatingto liability claims.

The line of business willreduce in significance overtime, but remains subject to risk of late developments on
open cases.

Non-proportional reinsurances

These classes relate to casualty and property reinsurance arrangements entered into with external
companies and businesses in run-off, and run-off London Market business.

Risk margin (unaudited)

The Sl risk margin is the present value cost of capital fora reference undertaking subjecttoa SCR overthe
period of fulfilling the obligated business cash flows. The SCRfor each year of run off reflectsa 1 year view of
risk for the relevant Insurance, Counterparty, Operational and Unavoidable Market risks in that period. The
risk margin has adopted the internal model calculation, atindividual model class level, using the modelled
SCR for each class and the diversification available between these classes. The internal model class
diversified risk margin outputs are then aggregated tothe Solvency |l reporting classes.

The level of risk margin held isdriven by the primary risks for the non-life insurance business, being General
Liability reserve risk and catastrophe risk for Fire and Other Property Damage, and the term overwhich these
risks run off. UnderSll principles this marginis notallocated as gross and ceded, butis a single value based
on therisk netof reinsurance.

Life technical provisions
The group has only one material line of life business; whole-of-life policies backing funeral plans.

The technical provisions are valued by projecting probability-weighted future cash flows using best-estimate
assumptions and discounting these to the reporting date using the risk-free discount curve specified by
EIOPA.

The main assumptions made forthisare:



e mortality—95% of population mortality tables, ELT16M (males) and ELT16F (females)in 2021 with
improvement of 1% per annumin future years;

e benefitescalation (Retail Prices Index(RPI)) —derived from marketinflation swap rates at the
reporting date (31 December 2020); and

e futurerenewal expenses - £15.80 per policy perannum, inflating at RPI (as above) plus 0.75% per
annum.

Level of uncertainty
Non-life technical provisions

The estimation of the ultimate liabilityarising from claims made undernon-life insurance contractsis subject
to uncertainty as to the total number of claims made on each class of business, the amounts that such claims
will be settled for and the timings of any payme nts. Examples of uncertainty include:

e whetheraclaimseventhasoccurred or notand how much itwill ultimately settle for;

e variabilityinthe speed with which claims are notified and in the time taken to settle them, especially
complex cases resolved through the courts;

e changesinthe business portfolio affecting factors such asthe number of claims and their typical
settlement costs, which may differ significantly from past patterns;

e newtypesofclaim,includinglatentclaims, which arise fromtime totime;

e changesinlegislationand court attitudes to compensation, which may apply retrospectively;

e the potential forperiodic paymentawards, and uncertainty over the discount rate to be applied
when assessing lump sum awards;

¢ the wayinwhich certainreinsurance contracts, principally liability, will be interpretedin relation to
unusual orlatent claims where aggregation of claimants and exposure overtime are issues; and

e whetherallsuchreinsurances will remaininforce overthe longterm.

While the best estimate TPs calculation targets reserving for the average or expected future cost withina
range of possible outcomes, due tothe uncertainties, itis likely that the actual costs will differfromthe
reserved amount.

In orderto better understand the underlying uncertainty arange of possible outcomes are tested and
analysed by running a series of sensitivities.

Sensitivity analysisis atechnique used to understand the variability of possible outcomes. Thisis done by
analysingthe change in TPs as a result of adjustingasingle input parameter.

The sensitivityanalysis of TPsis a useful risk management tool that helps the business identify which internal
factors are key drivers of the total provision. The ability toidentify the key risk drivers of the TPs allows
managementtoidentify lead indicators to monitorthese drivers, so as to better predict theireffectand
manage the risks associated with uncertainty.

The effectiveness of asensitivity testing process depends on being ableto identify andisolate the full effects
attributable to each material input factor affecting the final TPs. Following the ‘impact-value chain’ creates
more realisticand accurate sensitivity scenarios.



Life technical provisions

Judgementis made to derive all of the assumptions usedinthe calculation of technical provisions. Foreach
of these the actual future outcomes may differ from the values assumed, giving uncertainty in the value of
technical provisions.

The assumed level of future inflation will affect the value of assumed future benefit payments and so the
value of technical provisions. The assumptions are derived from market swap rates at the reporting date and
are consistent with the methodology used to set the risk-freeyields.

The assumption of future levels of mortality will have arelatively minorimpact on the value of technical
provisions. Experience of this portfolio of business has been sufficiently credible to give comfort that the
long-term level of mortality in 2021 will not deviate materially fromthe base levelassumption, though the
impact of the Covid-19 pandemicintroduces additional uncertainty to this assumption.

For the future improvementsin mortality, the uncertainty that would lead toanincrease in value of liabilities
isrelated to greater annual rates of improvement than assumed.

The expensesincurred in running off the in-force business could differ from assumed levels, though the
expense base forthe Company has been relatively stableinrecentyears.

Comparison of solvency Il technical provisions with valuation in annual financial statements
Non-life technical provisions

The building blocks making up the TPs can be splitbetween those for which the valuation methodology is
compatible between Sll and current IFRS, and those which by requirements of the Sll technical specifications
will necessarily be different.

The claims provision calculation (liability on earned business) may follow similar bases, methods and
assumptions as IFRS, with the exceptionthatthe Sll discount rate is prescribed by the PRA and applied to
total reserves. In contrast, the discount rate used inthe IFRS accounts currently includes aninput for liquidity
premium based on actual assets held, and discounts only the latent classes of claims.

Non-life net technical provisions m 2019
£'000 £'000
IFRS Technical Provisions net of deferred acquisition costs,
debtors and creditors 491,789 434,708
Adjustment for risk margin (unaudited) (8,352) (7,022)
Adjustment for discounting 22,142 12,552
Other adjustments (22,281) (13,428)
Sl Net technical provisions 483,298 426,810

The adjustment for risk margin reflects the difference between the Board’s appetite for sufficiency of
reserves andthe requirement under Sll of holdingan amount overand above the best estimate reserves
reflective of the cost of capital required to run off the best estimates to settlement.



Otheradjustments relate to the consideration of future premium cash inflows in the premium provision for
Slland inclusion of ENIDin the best estimate underSlI.

Life technical provisions

A key difference between the valuation of liabilities for solvency purposes and those used in the financial
statementsis thatthe latterincludes a margin for each assumption whereas the formeruses best estimates
and incorporates an explicit risk margin. The underlying best estimates are the same for both bases.

In additionthe Sll valuation discounts cash flows using arisk-free curve derived from swap rates with the
addition of a volatility adjustment (11 basis points at 31 December 2020), whilstthe valuation forthe
financial statements uses aflat discount rate based on the risk-adjusted yield of the assets backing the
insurance liabilities.

The expensesassumed in future cash flows differ between the bases; the Sll basis assumes that a unit
expense atthe currentlevel, which has been benchmarked againstindustry levels, will continue to be
incurredintothe future. Forthe financial statementsitisassumedthatamaterial element of the expense
baseis notfullylinked to policy volumes.

The overall impact of the differences (SIl basis compared with financial statements) are:

Life net technical provisions m 2019

£'000 £'000

IFRS reserves 76,857 79,213
Expenses assumed (2,982) (3,409)

Real interest rate 2,199 2,279

Investment expenses (185) (57)

Mortality (1,530) (1,193)

Premium debtors (304) (252)

Explicit Risk Margin (unaudited) 2,751 2,346

Sl Net technical provisions 76,806 78,927

Differences between group and subsidiary-level valuation basis

There are no material differencesinthe bases, methods and main assumptionsused at group level forthe
valuation forsolvency purposes of the Group’s life and non-life TPs compared with those used by the Group’s
subsidiaries fortheir own solvency purposes.

Use of the matching adjustment

The matchingadjustmenthas notbeenapplied.

Use of the volatility adjustment

The volatility adjustment has not been applied to the non-life insurance TPs.

For life insurance TPs the volatility adjustmentis used to calculate the value of technical provisions for the
single premium funeral plan business.



If the volatility adjustment was changed to zero, the impact would be an increase in technical provisions of
£890k, an increase inthe SCR of £17k and a decrease of £890k in both basicown funds and amount of own
fundseligible to coverthe SCRand the minimum group SCR.

Use of the transitional risk-free interest rate-term structure and the Article 308[d] transitional deduction
The transitional risk-free interest rate-term structure has not been applied.

Recoverables from reinsurance contracts and special purpose vehicles

Non-life technical provisions

The recoverables are calculated separately by territory and by class of business takinginto account the
arrangements thatare in place for each year of loss. Various arrangements apply to the Fire and Other
Property damage classes. These include surplus proportional reinsurance treaties and facultative
arrangements forrisks largerthan those covered by the treaties. Quota share arrangements are alsoin use.
Excess of loss cover applies forsingle events oraggregation of losses, and to the General Liability and Motor
classes. Special purpose vehicles are not used.

The relative size of reinsurancerecoverables included inthe TPs from period to period s closely linked to the
relative size of reserves by class, subject to occurrence or otherwise of unusually | arge losses for the excess
of loss accounts.

For the premium provision, the amounts also reflect the nature of the reinsurance contracts due to the
inclusion of future premiums payableinthe reinsurance TP.

Where coverage is purchased on a risks-attaching basis, the premium s either pre-paid or effectively held as
a short-term creditor on the balance sheet. Where coverage is purchased on alosses occurring basis, the TP
includesany future cost notyetrecorded elsewhere on the balance sheetinrespect of obligated business.

Life technical provisions

There are norecoverables assumed from reinsurance contracts or special purpose vehicles. Thisis
unchanged fromthe previous reporting period.

Material changesin the assumptions made in the calculation of technical provisions compared with the
previous reporting period

Non-life technical provisions
There have been nosignificant changes to previously used assumptions for non-life TPs.
Life technical provisions

The most material changesinthe relevant assumptions made in the calculation of technical provisions
compared to the previous reporting period are those reflecting economic conditions and outlook at the
reference dates of the respective calculations. Areductioninreal interest rates during 2020 hasled to an
increase in the value of technical provisions from the values based on the previous year’s assumptions.
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D.3 Other liabilities
Solvency Il valuation of other liabilities

A copy of the QRT ‘S.02.01.02 — Balance sheet’ isincluded in Appendix 1 and shows a list of liabilities by class
as reportedinthe annual QRT of the Group.

The table below summarises the Sll Valuation and the differences that arise in comparison with the financial
statements’ netassetvalue prepared in accordance with IFRS, together with an analysis of liabilities:

2020 Unconsolidate || Reclassify to 2020 , 2020

XY (o oJa (|l | non-insurance aid Reclassified NeF valuation Solvency Il

IFRS Basis undertakings comparison IFRS difference Valuation
£'000 £'000 £'000 £'000 £'000 £'000
Total Assets 1,880,316 (251,469) (142,188) 1,486,659 (188,847) 1,297,812
Total liabilities 1,300,867 (251,469) (142,188) 907,210 (115,011) 792,199
Net assets 579,449 - - 579,449 (73,836) 505,613
Technical provisions Non-life 791,792 - (99,639) 692,153 (84,738) 607,415
Life 283,427 (206,570) (304) 76,553 253 76,806
Provisions other than technical provisions 7,013 (1,095) - 5,918 - 5,918
Pension benefit obligations 23,756 (6,820) - 16,936 - 16,936
Deferred tax liabilities 30,615 61 - 30,676 (5,197) 25,479
Derivatives 1,244 - - 1,244 - 1,244
Debts owed to credit institutions 28,151 (4,123) - 24,028 - 24,028
Insurance & intermediaries payables 3,055 - (3,055) - - -
Reinsurance payables 39,190 - (39,190) - - -
Payables (trade, not insurance) 66,220 (31,775) - 34,445 (72) 34,373
Deferred income 26,404 (1,147) - 25,257 (25,257) -
Total liabilities 1,300,867 (251,469) (142,188) 907,210 (115,011) 792,199

The table includes reclassification of certain IFRS assets and liabilities to aid comparability, as explained in
section D.1. A description of how the liabilities have beenvalued, and any differences fromthe | FRS
valuation, are explained below.

Technical provisions — life and non-life

The valuation of life and non-life TPs and the differences in valuation methodology compared with the IFRS
financial statements are coveredinsection D.2.

Provisions otherthan technical provisions

Provisions are recognised when the Group has a present legal or constructive obligation, as a result of past
events, anditis probable thatan outflow of resources, embodying economicbenefits will be required to
settle the obligation, and areliable estimate of the amount of the obligation can be made. Where the Group
expectsaprovisionto be reimbursed, the reimbursementis recognised as a separate asset, butonly wheniit
isvirtually certain that the reimbursement will be received.
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Pension benefit obligations

As notedinsection D.1. the Group operates a number of defined benefit and defined contribution plans, the
assetsof which are heldin separate trustee-administered funds. Any deficit arisingis recognised here. The
Group also provides post-employment medical benefits to some of theirretirees. The expected costs of
these benefits are accrued overthe period of employment using an accounting methodologysimilarto that
for defined benefit pension plans. Independent qualified actuaries valuethese obligations annually.

Deferred tax liabilities

The calculation of deferred taxin the financial statementsis covered in deferred tax assetsin section D.1. For
SlI, the deferred tax liability has been recalculated to take into account the valuation differences between
the financial statements and the Sl valuation of assets and liabilities. The liabilities are mainly in relation to
unrealised gains on financial investments.

Debts owed to credit institutions

This comprisesamountsdue inrespect of finance leases. Finance leases are leases where asignificant
portion of the risks and rewards of ownershipis transferred to the Group. Assets obtained under finance
lease contracts are capitalised as property, plantand equipment and are depreciated overthe period of the
lease. Obligations under such agreements are included within liabilities net of finance charges allocated to
future periods.

Insurance & intermediaries payables and reinsurance payables

Due to the short-term nature of the outstanding balances, theiramortised costis assumed to approximate to
theirfairvalue. UnderSll onlyamounts past their due date are includedininsurance & intermediaries
payables andreinsurance payables asamounts not past their due date form part of TPs (Section D.2).

Payables (trade, notinsurance)

All balancesrecognised are short-termin nature and so their carrying value in the financial statements is
deemedto be an appropriate approximation of fairvalue. Included within Payables (trade, not insurance) are
unpresented cheques which are removed inthe Sl valuation as they have no economicvalue.

Deferred commission income

As with deferred acquisition costs, covered in section D.1, deferred commission income has not been
recognisedinthe Sllvaluation as they have nofuture cash flow and therefore have nofairvalue.

Differences between group- and subsidiary- level valuation basis

There are no material differencesinthe bases, methods and main assumptions used at group level forthe
valuation forsolvency purposes of the Group’s liabilities compared to those used by the Group’s subsidiaries
for theirown solvency purposes.
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D.4 Alternative methods for valuation

No assets orliabilities have been valued using alternative valuation methods.

D.5 Anyotherinformation

Thereis no further material information regarding the valuation of assets and liabilities for solvency
purposes.
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E. Capital Management

E.1 Own funds

Under SlI, capital that the Group can use to meetits regulatory SCRis called own funds. Off-balance sheet
items that can be called upontoabsorb losses are called ancillary own funds. The Group does not hold any

such items.
[ ownFunds [N 2020 [ 201
£'000 £'000
Solvency Il valuation of assets 1,297,812 1,249,968
Solvency Il valuation of liabilities (792,199) (693,012)
Excess of assets over liabilities 505,613 556,956
Qualifying subordinated debt - -
Foreseeable distributions (4,391) (4,446)
Non-available own funds at group level (21,747) (17,859)
Total eligible own funds 479,475 534,651

The excess of assets (section D.1) over liabilities (section D.3) plus qualifying subordinated debt less any
foreseeable distributions and non-available own funds at group level, constitutes total eligible own funds
that are available to meet the group SCR. The Group has no subordinated debt.

Foreseeable distributions are future material expense items at Group level such as dividends that have been
approved for payment by the Board. The June 2021 paymentto minority interests have been approved for
payment by the Board of EIO and therefore has beenincluded as a foreseeabledistribution.

Due to the requirement forregulated undertakings within the Group to retain sufficient eligible own funds to
covertheirownsolvency requirement, notall own funds of each undertaking can be freely moved around
the Group and therefore may be unavailable to the Group to coverthe Group SCR. Thisisreferredtoas ‘non-
available ownfundsatgrouplevel’.

Own funds - objectives, policies and processes

The overall responsibility for reviewing and approving the Capital Management Policy lies with the Board.
The responsibility for the policy implementation resides with all management and employeesinvolvedin
managing capital and solvency across the Group.

The policy provides arobust framework forthe management and control of capital that underpins business
performance and supports the strategic development across the Group.

The policy can be summarised as follows:
Regulatory, legislative and rating agency

Ensure currentand future rules are monitored and understood, particularly regarding the definition of
capital (quality and fungibility) and various capital requirements.



Definition and monitoring of capital available

e ensure capital is maintained at a sufficient quality in orderto meet current and future capital
requirements, in accordance with regulatory and rating agency restrictions;

e ensure the Group has a definedrisk appetite regarding the quality and tiering of capital required to
meetits owninternal appetite forsolvency;

e ensurethereissufficient capital held within all subsidiaries and branchesin orderto satisfy local
capital requirements (regulatory or otherwise);

e ensure thatfungiblity restrictions are carefully monitored and controlled to avoid having a
detrimental impact on the Group’s solvency position, regulatory or otherwise;

e ensurethatthelevel of capital availablein the Group, regulatory or otherwise, is monitoredon a
regularbasisinaccordance with an agreed process; and

e ensurethereisregularmonitoringand review of the quality, tiering and fungibility of capital, in order
to assesswhetherthe above targets are meton an ongoing basis.

Definition and monitoring of solvency capital requirements

e ensureall currentand future capital requirements, regulatory or otherwise, are understood at all
times;

e ensurethe Group has an agreed definition of an ‘Economic Capital Requirement’, reflectingits own
view of risk;

e ensurethe Group has an agreedrisk appetite to ensure asatisfactory level of capital coverage onall
relevant bases, including a statement of coverage forits economiccapital, regulatory capital and
rating agency capital;

e ensure the Group has at least enough capital to meetits regulatory and rating agency requirements
at all times, and for all relevant subsidiaries and branches;

e ensure all Group capital requirements covered by the risk appetite are calculated and the relevant
solvency positionreviewed on aregularbasisinaccordance with an agreed process;

e ensurethatrelevantstakeholders (i.e. regulators, rating agencies) are informed of any changesto
solvency positionsin excess of agreed reporting levels; and

e ensure that future capital requirements and projected solvency positions throughout the period of
the business plan are assessed inthe ORSA process.

Principles around the distribution and raising of capital

e ensurethereisa clearly defined process forassessing level of dividends and grants priorto any
paymentbeing made;

e ensurethereisa clearly defined process for monitoring market conditions and future capital needs in
orderto assessthe requirementand benefit of capital raising or redemptions; and

e ensure the appropriateness forraising orredeeming capital is assessed against all other principles
outlinedinthis policy (e.g. solvency coverage, capital quality).



Principles around the allocation and use of capital

e ensurethereisanagreedapproach forallocating Economic Capital to different business units and
risks;

e ensurethe Group has an agreed return on capital target which isaligned to the expectations of all
key stakeholders (i.e. the Board, ATL);

e ensurethereisanagreedapproach to setting and monitoring the return on capital of the Group and
each business unitorrisk;

e ensurethatthereisa clearprocessfordeterminingwhen astrategicdecision should take into
account a capital perspective; this must coverall decisions that materially change the use of capital
or solvency position; and

e ensurethateach such decision considersthe impact on solvency, capital allocation, return on capital
and any other principlesincluded in this policy.

Reporting

The Board will continue to monitorand maintain the integrity of the Capital Management Policy, Standards
and Guidance to ensure theyreflectthe culture of the business and the regulatory environmentin which it
operates. The policyisreviewed atleast every 5years by the GRC and annually by the Group Chief Actuary.
The policy was last reviewed by the GRC in September 2019 and in August 2020 by the Group Chief Actuary.

Business planning
Corporate planningand budgetingis undertaken on an annual basis, covering athree year planning horizon.
Consolidation methodology

In accordance with Article 230 of the Directive method 1, the default method, is used to calculate the
Group’s solvency capital. This method fully consolidates all insurance companies, ancillary services
companiesandinsurance holding companiesinthe Group.

The own funds of EdenTree Investment Management Limited and EdenTree Asset Management Limited,
which are investment firms, are calculated in accordance with their own sectoral rules as requi red by Articles
329 and 335 of the Delegated Act (unaudited). All remaining subsidiaries are consolidated using the adjusted
equity methodinaccordance with Articles 13and 335 of the Delegated Act.
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Fungibility and transferability of group own funds (unaudited as derived from the SCR)

Due to the needforregulated undertakings within the Group to retain sufficient own fundsto cover their
own solvency requirement, notall own funds of each undertaking can be freely moved around the group and
therefore is unavailableto the Group to cover the Group SCR.

Own funds that cannot be moved because itis required to coveranindividual company’s SCR or otherlocal
legal orregulatory requirement can only be recognised at the level of the Group to the extent thatit
contributestothe Group SCR. This isdefined in Article 330 of the Delegated Act and explained in Guidelines
12 to 16 of ‘EIOPA-B0S-14/181— Guidelines on group solvency’.

Analysis of adjustments to group basic own ELL Ansvar
funds Australia

Excess of assets over liabilities excluding intra
group transactions

Foreseeable distributions

Restriction due to solo Sl requirements

Notional solo SCR based on group data (a)
Notional share of Group SCR (b)
Contribution ratio to Group SCR (b/a)
Stand-alone solo SCR (c)
Contribution of Solo to Group SCR  (cxb/a=d)
Fungibility restrictions:
Due to local capital requirement

Own Funds

Minority interest
Due to liquidity
Due to deferred tax asset

(e)

Unavailable at group level (If e>d)

(Amount in excess of contribution to Group SCR)
Available Group Own Funds

Unavailability split by tier:
Tier 1
Restricted Tier 1 (Minority interest)
Tier 3

EIG Group
£'000 £'000 £'000 £'000 £'000
505,613
(4,391)
243,128 14,394 35,027 11,952
223,453 13,939 32,193 5,974
91.9% 96.8% 91.9% 50.0%
262,723 15,394 35,027 11,952
241,463 14,907 32,193 5,974
160,908 15,394 23,346
101,815
1,172
262,723 15,394 24,518 -
(21,260) (487) - - (21,747)
479,475
(13,508)
(8,238)
(21,746)
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Comparison between solvency Il own funds and equity reportedin the financial statements

As explainedinsection D.1, notall participations are fully consolidated for Sll. The revaluation of those
participations thatare not fully consolidated is therefore shown asasingle line entry. The change invalueis
due to the removal of intra-group transactions, goodwill, intangible assets and prepayments. Life and non-
life TPsare valued on a Sll basis as described in section D.2.

Reconciliation from IFRS net assets to Solvency Il own funds m 2019

£'000 £'000
Equity as reported in IFRS Financial Statements 579,449 622,366
Revalue participations (13,602) (14,975)
Revalue life technical provisions * (253) 33
Revalue non-life technical provisions * 24,379 23,359
Remove deferred commission income and deferred acquisition costs (16,732) (16,023)
Remove goodwill and intangible assets (68,133) (53,885)
Remove prepayments and other items with no fair value (4,787) (5,363)
Impact of revaluation on deferred tax 5,292 2,047
Impact of valuing investment firm using sectoral rules (unaudited) - (603)
Solvency Il valuation of excess of assets over liabilities 505,613 556,956
Foreseeable dividends & distributions (4,391) (4,446)
Group availability restriction (21,747) (17,859)
Solvency Il Valuation of own funds 479,475 534,651
* - Risk margin thereof unaudited

The following are inadmissible or have no expected future cash flows and are removed from the S|
valuation:

o deferredincome and deferred acquisition costs;
e goodwill andintangibleassets;and
e prepayments.

The difference between the Solvency Il value of net assets and the value used forthe calculation of tax gives
rise to an adjustmenttothe deferredtax assetand liability. Thisis coveredinsections D.1and D.3.

As EdenTree Investment Management Limited and EdenTree Asset Management limited are investment
firms, their netassets are removed from the Sll consolidation and replaced by own fundsvaluedin
accordance with theirown sectoral rules (unaudited).

As noted at the beginning of this section, foreseeable distributions are deducted from Sll own funds, and the
calculation of the group availability restriction is coveredin the following section.
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Movementin own funds compared to prior period

A copy of the QRT ‘S.23.01.22 — Own Funds’ isincluded in Appendix 7. The table below is a summary of own
funds by type, with comparisonto the prior year:

Analysis of Own Funds
Unrestricted Restricted
2020 | £000 £'000 £00 £000 £'000

Ordinary share capital 20,000 20,000 - - -
Minority interests 93,576 - 93,576 - -
Amount equal to deferred tax asset 1,172 - - - 1,172
Reconciliation reserve 364,727 364,727 - - -
(Net of non-available items) 479,475 384,727 93,576 - 1,172
2019
Ordinary share capital 20,000 20,000 - - -
Minority interests 96,335 - 96,335 - -
Amount equal to deferred tax asset 1,917 - - - 1,917
Reconciliation reserve 416,399 416,399 - - -
(Net of non-available items) 534,651 436,399 96,335 - 1,917

Movement in own funds

Ordinary share capital - - - R R

Minority interests (2,759) - (2,759) - -
Amount equal to deferred tax asset (745) - - - (745)
Reconciliation reserve (51,672) (51,672) - - -
(Net of non-available items) (55,176) (51,672) (2,759) - (745)

The ordinary share capital is called up, issued and fully paid, and is classified as unrestricted tier 1 capital as it
meetsthe relevantrequirements of Article 71 of the Delegated Act.

The minorityinterestisin respect of preference share capital issued by EIO. The minority interestis classified
as restricted tier 1 capital as thisis the tierclassification of the underlying preference share capital of EIO.

The reconciliation reserve is primarily retained earnings from the financial statements adjusted for
differencesinvaluation between the financial statements and Sll, as covered in section D.

The movementinunrestricted tier 1 capital is in respect of the reconciliation reserve,including the
movementin sectoral valuation (unaudited) of EdenTree, the Group’s investment firm, and changesin the
non-availability of own funds at group level.
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The table below shows the key movementsin ownfunds by tierbetween the currentand prioryear:

Movement in Own Funds
Unrestricted Restricted
£'000 £'000 £'000 £'000 £'000
Prior year balance 534,651 436,399 96,335 - 1,917
IFRS total comprehensive expense (32,617) (31,492) - - (1,125)
Preference dividends paid to minority interest (8,782) (8,782) - - -
Acquisition of minority interest (1,519) (244) (1,275) - -
Charitable grant paid net of tax relief - - - - -
Movement in SlI valuation of non-life technical provisions * 1,020 1,020 - - -
Movement in SlI valuation of life technical provisions * (286) (286) - - -
Movement in SlI revaluation of participations 1,373 1,373 - - -
Movement in other Sll deductions & revaluations (14,325) (14,325) - - -
Movement in SlI calculation of deferred tax 3,245 2,865 - - 380
Movement in sectoral revaluation of investment firm (unaudited) 603 603 - - -
Movement in non-availability of Own Funds at group level (3,888) (2,404) (1,484) - -
Total movement for year (55,176) (51,672) (2,759) - (745)
Current year balance 479,475 384,727 93,576 - 1,172
* - Risk margin thereof unaudited

The £32,617k IFRStotal comprehensive expense isreportedinthe Group’s financial statementsandincludes
loss aftertax of £17,344k, actuarial losses of £19,036k in respect of the Group’s retirement benefit
obligations, losses on netinvestment hedges of £2,399k and gains on currency translation of £1,980k.

Two key components of profit aftertax are underwriting performance, coveredinsectionA.2, and
Investment performance, coveredin section A.3. Actuarial gains and currency translation are coveredin
sectionA.4.

The adjustmentto TPs has changed compared to last yeardue to movementin discountrates, and forlife
TP’schangesin the real interestratesas coveredinsection D.2. The movementin otherSll deductions
includes adjustments foritems that are inadmissible for Sll such as prepayments, goodwill and intangible
assets, whichincreased compared tolastyear. The movementin Sll adjustment for deferred tax reflects the
movementinadjustmentforTPsand otherSll adjustments.

Transitional arrangements
There are noown fund items that are subjectto transitional arrangements.
Ancillary own funds

Approval has not been sought forany form of ancillary own funds. There is no unpaid share capital inissue
and no material letters of credit, guarantees orany otherlegally binding commitments have been identified
orrecognised.

Page 76 of 98



Ecclesiastical Insurance Group plc — Solvency and Financial Condition Report

Eligible amount of own funds available to cover the Solvency Capital Requirement

Analysis of eligible own funds available to m 2019

cover Group SCR £'000 £'000

Unrestricted tier 1 capital 384,727 436,399
Restricted tier 1 capital 93,576 96,335
Total eligible tier 1 capital 478,303 532,734

Restricted tier 1 relegated to tier 2 - -
Other tier 2 capital - i

Total eligible tier 2 capital - -

Eligible tier 3 capital 1,172 1,917

Total eligible own funds* 479,475 534,651
Ineligible own funds - -

Total own funds* 479,475 534,651

* - Including own funds of investment firms (unaudited)

The restricted tier 1 own funds cannot amount to more than 25% of unrestricted tier 1own funds. The
remainderisclassified astier 2 own funds. Tier 2 own funds cannot amount to more than 50% of the SCR and
tier3 own funds cannotamountto more than 15% of the SCR.

Eligible amount of own funds available to cover the Minimum Consolidated Group SCR

Analysis of eligible own funds available to m 2019
cover minimum consolidated Group SCR £'000 £'000

Unrestricted tier 1 capital* 376,116 427,308
Restricted tier 1 capital 93,576 96,335
Total eligible tier 1 capital 469,692 523,643

Restricted tier 1relegated to tier 2 - -
Tier 2 capital - -

Total eligible tier 2 capital - -

Total eligible own funds* 469,692 523,643
Ineligible own funds* 1,172 1,917
Total basic own funds after deductions 470,864 525,560

* - Excluding own funds of investment firms (unaudited)

The restricted tier 1 own funds cannotamountto more than 20% of total tier 1 own funds, which equatesto
25% of unrestricted tier Lown funds. The remainder can be treated astier 2 own funds. Tier 2 capital cannot
amountto more than 20% of the minimum group SCRand tier 3 capital cannot be used to coverthe
minimum consolidated group SCR. The ineligible capital represents the own funds classified as tier 3.
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E.2 Solvency Capital Requirement [SCR] (unaudited) & Minimum Capital Requirement [MCR]
Consolidated group SCR (unaudited)

The SCRis the amount of capital thatthe Group isrequiredto hold as required by the Sl Directive. The
Group usesa Partial Internal Model (PIM), which has been approved foruse by the PRA, to calculate the SCR.
The consolidated Group SCR adds to this the capital requirement of EdenTree, which is calculatedin
accordance with itsown sectoral rules (unaudited), in line with Articles 329 and 336 of the Sl Delegated Act.

The Internal Model is described in section E.4. A breakdown of the SCR elements applicable to the Group is
giveninthe following section.

As at 31 December 2020 the SCR for the Group was £280,403k, and isstill subjectto supervisory assessment.
A copy of the QRT ‘S.25.02.22 — Solvency Capital Requirement’ is reproduced in Appendix 8.
Minimum group SCR

The minimum consolidated Group SCR, as defined in Article 331(2) of the Delegated Act and explainedin
Guideline 21 of the Group Solvency Guidelinesis the sum of:

e the MCR of each EU insurance undertaking within the Group; and
e thelocal capital requirement of third country insurance undertakings.

The table below provides a breakdown of the Group minimum consolidated SCR (unaudited as thisis derived
fromthe SCR):

Minimum group solvency capital requirement m 2019
£'000 £'000
MCR of Ecclesiastical Insurance Office plc 65,681 66,063
MCR of Ecclesiastical Life Limited 3,848 3,994
Local regulatory requirement of Ansvar Insurance Itd 23,346 18,292
Minimum group solvency capital requirement 92,875 88,349

SCR by risk module and Changes to the SCR and minimum group SCR compared to the prior period
(unaudited)

Market risk has reduced overthe year, predominantly the result of reduced equity exposure following
significant fallsin equity marketsin the first half of 2020. Despite some recovery in the second half of the
year, the equity exposure at the end of 2020 is still significantly lowerthan at the end of 2019. The
underlying view of the market (based on the ESG) is not materially different.

Counterparty defaultriskislargely unchanged, since there have been no material changesin exposure over
the period.

Within non-life underwriting risk, there has been anincrease inreservingrisk due to additional allowance
being made for Covid-19reserves and a deterioration in latent claims reserve risk in Australia, following
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increasesinreported claimvolumes. Premiumrisk benefited from expected improvementsin the
underwritingresult. However, this was mostly offset by increasesin reinsurance costsand an increasein
natural catastrophe risk due to exposure growth across all territories.

The 2020 operational risk figure remained largely unchanged overthe year.

Otherrisks mostly relates tothe pension fund longevity risk, which increased during the year, largely due to
an increase inthe liabilities as a result of discount ratesfalling.

The continued dominance of market risk on the SCR means thatincreasesin non-life underwriting risk lead
to anincrease indiversification benefit, with the SCR benefitting from improvements in expected
underwriting profit. Further, increases in pension longevity risk diversify away to a large extent, as this risk
has very limited links to other risk types.

The 2020 LACDT adjustment has reduced significantly as a result of the significant fall in equities in the first
half of 2020 which hasreduced the opening deferred tax liabilities.

The table below summarises the movementin the SCRand MCR between the prioryearand the current

year.
Solvency Capital Requirement m m Change

£'000 £'000 £'000

Market risk 231,672 248,813 (17,141)
Counterparty default risk 13,749 13,482 267
Non-life underwriting risk 146,572 137,491 9,081
Life underwriting risk 3,541 2,977 564
Operational risk 33,094 33,369 (275)
Other risks 29,392 26,242 3,150
Diversification (162,139)  (154,488) (7,651)
SCR before adjustments 295,881 307,886 (12,005)
Loss absorbing capacity of deferred tax (25,500) (32,300) 6,800
Other adjustments 5,178 2,393 2,785
Consolidated SCR 275,559 277,979 (2,420)
Sectoral capital requirement of investment firm 4,844 4,844 -
Group SCR 280,403 282,823 (2,420)

The minimum group SCR has increased followinginincrease in the local Australian Prudential Regulation
Authority (APRA) requirement of the Groups Australian subsidiary.

Group diversification (unaudited)
As shown above there is significant diversification benefit between risk types within the Group SCR.

Thisis mainly driven by diversification between marketrisk and non-life underwriting risk which are the two
biggestrisks, butare largely unrelated to each other. Thisis because non-life underwriting risk includes
material natural catastrophe and latent reserving risks which have limited links to the economy, resultingin
significant diversification benefit with market risks.



Within market risk, the pension fundis another key source of diversification forthe Group. Thisis because
marketriskis largely driven by an equity led economicdownturn, however, the risk relating to pension
liabilities creates a benefitinan economicdownturn (through higher discount rates).

Within non-life underwriting risk there is also material diversification due to the geographical diversification
between the territoriesinsured, namely between Canada, Australiaand the core UK insurance businesses.

Use of simplified calculations, Undertaking specific parameters and use of the option provided for in the
third subparagraph of Article 51(2) of Directive 2009/138/EC

No simplifications, undertaking-specific parameters or the duration-based equity sub-module have been
usedincalculating the SCRfor the Standard Formula element of the Group’s Partial Internal Model.
E.3 Use of the duration-based equity risk sub-module in the calculation of the SCR (unaudited)

The duration-based equity risk sub-module has not been used.

E.4 Differences between the standard formula and the internal model (unaudited)

For the purposes of calculatingits SCR, the Group uses a Partial Internal Model, as approved by the PRA. The
following sections describe various aspects of this Model.

Scope of the Partial Internal Model

The Internal Model isintended to capture all the material financial risks within the Group. The most material
risks relating to the General Insurance business and Market Risk are captured within a Core Stochastic
Model.

A number of additional ‘Non-Core’ risks are then aggregated with the stochastically modelled requirement at
the final stage. These risks use a combination of stochasticand scenario based approaches. Thisalso
includes the SCRfor ELL whichis calculated separately using the Standard Formula.

Finally, Model Adjustments are applied in orderto derive the final capital requirement. Thisincludes the
addition of the capital requirement for anon-insurance subsidiary, EdenTree (an Investment Management
Company), whose capital requirementis calculated in accordance with the relevant sectoral rules.
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The diagram below illustrates the business unit scope of the Internal Model:

Ecclesiastical Insurance Group plc
Modelled Insurance Meodelled Investment Modelled Employee . AP
Strateglc Panmlpauons endard Fomiie

South Essex nsurance | e 1o gastical Life Limited
UK General Insurance UK General Fund EIO Pension Fund Holdings Limited
(Incl. South Essex nsurance Brokers i) (Life insurance company)
Ansvar UK Ansvar UK Fund Ansvar UK Pension Fund Lyzzi v ings et
(includes four subsidiares)
; Post Employment Ecclesiastical Planning
Inwards Reinsurance Canada Branch e Sorerpeees [
Ecclesiastical
Canada Branch Ireland Branch Underwriting Management
Limited
Ireland Branch Other

Ansvar Insurance Limited

{Australizninsurance com pany

Run-off Business

Other

The diagram below illustrates the component risks within the PIM:
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Core components

components
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E quity risk®

‘ Reinsurer default risk ELL Standard
Formula

Participati isk
articipations ris| ek

| Premium debtor default

Cash at bank defult risk

P moperty risk

Spread risk

Bond default risk

Cumency risk
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Interest rate risk

Pension liability in fation
risk

Fension liability spread
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*Includes infrastructure & strategic investments
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Use of the Partial Internal Model

The Internal Model is a key tool withinthe risk management system. It plays a central role in the
management of risks. Inadditiontoits primary role of calculating the regulatory and internal capital
requirements, the Internal Model is also widely used and fully integrated into decision making processes.

The Internal Model provides support and justification fora variety of key business processes. These include,
but are not limited to:

e settingof and monitoringthe Risk Appetite;

e informingdecisions relatingto business strategy;

e outputforthe ORSA and otherrisk managementanalysis;
e settingofbusiness planassumptions;

e settingofinvestmentstrategy; and

e reinsurance programme design and strategy.

Undertakingsincluded in the internal model

For the purposes of calculatingthe Group SCR, the Model is defined as a ‘Partial Internal Model’ underSilI.
Thisis because the Group includes asubsidiary, Ecclesiastical Life Limited, whose capital requirementis
calculated using the Standard Formula. In addition, the Group includes a non-insurance subsidiary, EdenTree
(an investment management company), whose capital requirementis calculated in accordance with the
relevantsectoral rules.

All otherrelevant business units are includedinthe scope of the Internal Model.
Methods usedin the Partial Internal Model
Integration of the partial internal model

The technique forintegratingthe ELLStandard Formularesultis consistent with Integration Technique 2in
Annex XVl of the Delegated Regulation. This method involves aggregation of units from the Model with
modules of the Standard Formula. Correlations between modules and sub-modules calculated in the
Standard Formulaare setequal to those dictated within the Standard Formula. Other correlations required
are subjecttospecificcriteria(e.g. between -1and 1) and setin such a way that the overall SCR could not be
higher.

Calculation of the probability distribution forecast and the SCR

Within the core stochasticmodel the quantitative impact of key drivers of risk are allowed to vary (e.g. gross
claimsand investmentreturns) accordingto aset of calibrated input parameters. Correlations are applied so
that the relationships between inputs are captured (e.g. claimsin one insurance niche are likely to occur at
the same time as claimsin a related niche). The model then randomly varies all of these drivers of risk to
produce a probability distribution forecastforthe Group’s profit or loss over a one year period.

The modelisrun alarge number of times (100,000 simulations) in orderto determine many potential
outcomes.



Operational risk and other risks are modelled independently then aggregated with the core only capital
requirementto produce the total SCR. This method is valid due to these risks beinglargely independent of
the otherhigh-level risk types.

Risk measure and time period

The SCRis defined to be the 99.5th value at risk of own funds overa one yeartime period. Thisiscommonly
referredtoas the “1 in 200 Value at Risk (VaR)” and effectively representsthe’1in 200" worstloss generated
fromthe simulated results, which would be expected to be exceeded only once in 200 years. The risk
measure (1in 200 or 99.5th VaR) and one yeartime period used within the Internal Model have been
selectedto agree tothat setout in Article 101(3) of the Directive.

Data usedin the Partial Internal Model
Calibration of the Model relies on a wide range of data sources, both internal and external, including:

e historicclaims data;

e currentand historicpolicy data;
e exposure information;

e financial marketdata; and

e assetvaluationdata

In most cases historical datais used in the calibration of risk distributions. However, where necessary,
historicdatais supplemented with expertjudgementto ensure data limitations are appropriately allowed
for.

In calculating both market risk and catastrophe risk the Group relies on the appropriateness of market-
standard external models.

The Group has implemented a data governance framework to ensure that robust and consistent controls of
the quality and reliability of both internal and external data used forreporting, capital management, risk
management and other decision making existand meet the requirements of the regulators and the Group’s
stated risk appetite.

Main differences between any internal model used at an individual level and group
The methodology and risk type scope of the Internal Model is the same for all undertakings within the Group.
Differencesin methodologies between the IM and SF

This section compares the methodologies and assumptions underlying each of the risk modules within the
Model and the Standard Formula. The key differenceis thatthe Model methodology and parameterisationis
more tailored to EIG’s own risk profile than the Standard Formula.
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Model
Risk
Category
Non-Life

Underwriting
Risk

Standard
I ERT
component(s)
Premium &
Reserve,

Catastropheand
Lapse

Standard Formulaapproach

For premium & reserve risk, market
average volatility factors are applied to
a relevantvolume metric, by line of
business.

Net earned premiums provide the
volume metric for premium risk, with
net best estimate claims reserves
providing the volume metricfor
reserverisk.

No accountis takenofthe relative
scale ornature of business withineach
line, but geographical diversificationis
included.

Catastrophelosses are largely based
on shocks appliedto Sums Insured and
Gross Premiums within different
geographical zones. The reinsurance
mitigation effect is calculated based on
consideration of single events.

Lapse risk is modelled based onlapsing
a proportion of business where thisis
contributing profit to the opening
reserves.

Partial Internal Model

Model classes are split toa lower level of
granularity than the Sl lines of business (e.g. to
insurance niche), to better reflect the risk profile of
particular territories, and where relevant, customer
groupings.

For premiumrisk, for each class the model
simulates uncertainty inpremiumrates, gross
claimsand expenses. Reinsurance contracts are

appliedto generate reinsurance recoveriesin
relation tothe simulated claims.

Reserveriskis calibrated separately for non-latent
and latentreserverisk withina class, where
relevant. Nonlatentreserve risk calibrates future
modelled claims in respect of exposure before the
base date using pastclaims experience. Latent
reserverisk uses frequency and severity modelling
for abuse and asbestos related claims.

Gross catastrophe underwriting loss experienceis
calculated by applying simulated events from
external vendor models to the Group’s own
exposure, taking intoaccountthe range of specific
events and both single or accumulating losses.
Reinsurance recoveries are calculated and the
impact of reinstatement premiums included.

Additional scenarios relating to potential events not
in data (ENID) are modelled, for example terrorism
events and new latent claims.

Claimsinflation is projected using relevant
Economic Scenario Generator (ESG) marketindices
together witha superimposed inflation toallow for
additional volatilityin claim payments due to other
inflationary factors, and step changes.

All risk is modelled to ultimate, with anadjustment
appliedto reflect the amount of risk that would
emerge over the oneyearperiod.

The expected profitability of the business explicitly
impacts the level of capital requirement.

The model captures the change in technical
provisions on the closing balance sheet, including
the assumed profitability of unearned and bound
business following a shock underwriting event, and
movementsin risk margin.

Due to low materiality, lapse risk is notincluded
within the model scope.
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Model Standard
Risk Formula Sub-
Category component(s)

Partial Internal Model

Standard Formulaapproach

Life Longevity, Life A shock isapplied representing an The Standard Formula risk charge for ELL, the
Underwriting Expense immediate and permanentdecreasein Group’s life business, is integrated with the Partial
Risk mortality, irrespective of policyholder Internal Model (along with the marketand
age or duration. counterparty riskcharges of the life company) using
A shock is applied to the opening best a linear correlationmatrix.
estimate expense reserves, inaddition Note the Standard Formula operational risk charge
to a shock to the future expense for ELL is simply added with no allowance for
inflation rate. diversification.
These factors do not distinguish
betweenthescale of a portfolio, and
make no allowance for changein life
business risk margin.
Market Risk: Equity Equity shocks vary based on Market returns onequity indices for relevant global
(excluding classificationas Type 1 (listed in EEA or economies over a one year time horizonare

Pension Risk)

OECD countries) and Type 2 (other)
equities.

A symmetricadjustmentisapplied to
the base shocks to reduce pro-
cyclicality.

A transitional arrangementis
unwinding overtime such thatthe
appliedstressis currentlyincreasing
year on year.

The shockisassumedto be
instantaneous at the balance sheet,

reflecting derivative protection heldat
that date.

simulated using the externally provided ESG (this
enables correlations between economies to be
explicitly captured and between each different
market risk type)

The Group’s equity holdings are each mapped to a
relevant economyand the ESG parameters applied,
together with Capital Asset Pricing Model (CAPM)
assumptions, to projectreturns for the portfolio.

The ESG is updatedatleastannually andis
designed to reflect current market conditions
Derivatives held to mitigate this risk are modelled

based onassumedlevels of protection that are
supported by management actions.

Participations

Strategic Participations are modelled
similarly to equities, with a lower
shock.

A beta parameter is calibratedand applied tothe
relevant economy’s equity index to reflect
relatively lowvolatility of participation retumns.

In both the Internal Modeland Standard Formula,
the following business unitsare modelledas
strategicparticipations: SEIH (broker), Lycetts
(broker), EPSL (funeral planning) and EFAS (financial
advisory).

Property A single instantaneous shock factor is The ESG simulates property returns for each
appliedto the value of all properties at economy. A beta parameter is calibrated and
the balance Sheet date. appliedto adjust the level of risk, which broadly
aligns the resulting charge tothe Standard Formula.
Spread A stressisappliedbased uponboth Corporate bond returns are based ona discounted

the bond credit quality and durationto
maturity. This stress accounts for both
the bond spreadrisk and the bond
default risk.

The stress for this riskis not applied to
Government bonds.

cash flow model, using market risk-free rates with
an additional creditspread to account for risk, by
term. The ESG simulates the credit spread
applicable to corporate bonds, distinguishing by
economy, creditrating and duration.

The model distinguishes bond default risk
separately from spread risk by simulating losses
from defaults which occurduring the year, allowing
for recoveries. The ESG provides a transition matrix
which is applied to determine how bonds change
credit rating and/ordefault during the year, with
migration risk being captured withinspreadrisk.
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Model
Risk
Category

Standard
Formula Sub-
component(s)

Currency

Standard Formulaapproach

A single instantaneous shock is applied
to the currencyrates used tovalue the
opening netasset value position for
each foreign currency exposure (net of
derivative protectionatthe opening
date).

Partial Internal Model

This riskis quantified by applying the ESG’s
simulated exchange rate movements to opening
net assets by currency, and therefore includes
diversification between currencies.

Profits and/or losses from currency hedging
contractsarealso included.

Interest Rate

A prescribed upwardand downward
stress, by duration of cashflow, is
appliedto the EIOPA risk-free yield
curve. These stressedyield curves are
then applied toaggregate net fixed
interest opening cash flows with the
Interest Rate risk definedas the larger
decreasein netassetvalueresulting
from the two calculations.

The ESG simulates risk-free yield curves for each
relevant economy. The opening and closing fixed
interest assetand|iability cash flows are valued by
applying the appropriate yield curves to determine
a change innet asset value. For insurance liabilities,
the yield curveisaligned to the EIOPA curve.

The use of the closing cash flows therefore takes
into accountchange inliabilities profile from
insurance risk over the year, which is not captured
by the Standard Formula module.

Concentrations

A formula based charge is derived
from exposures, rating and total assets
held.

No separaterisktypeis required as the risks within
each individual asset holding are captured via
Counterparty risk and the diversification available
betweenassetrisks.

Market Risk: | N/A (combined The assets and liabilities relating to In addition toincluding Pension Fund assets and
(Pension with market risks retirementbenefit schemes are liabilities in the market risk modelling, Pension
Risk) above) |nc|c;1dled|n the relevant marketrisk liabilities inflation risk is explicitly modelled using
moauftes. ESG inflation curves over the 1 year horizon.
Risks associated withthe allowable spread within
pensionliabilities discount rate are captured via an
explicit adjustment to the ESG simulated spreads
where appropriate.
The level of pension surplus recognisedis
restricted.
Counterparty | Type 1andType2 Type 1 (rated) exposures are Three modules are used to capture different
Default Risk | exposures calculatedfrom probability of default default risk characteristics relating to reinsurers,
and loss given default intermediaries and banks.
Type 2 (unrated) exposures are given a Reinsurer defaults consider the termto payment in
% charge, distinguishing anincreased addition to the simulated reinsurer balances, credit
charge for those whichrelate to rating andloss given default. Asa simplification this
balances >3 months overdue. L )
riskis all assumed toemerge inthe first year.
Premium Debtor Default Riskis aligned withthe
Standard Formula Type 2 calculation, giventhe
small magnitude of the underlying exposure and
the low materiality of this risk.
Bank default is modelled similarly toreinsurers, but
calibratedto therisk of default occurring within the
first year.
Operational N/A The higher of the charge derived from Bespoke scenarios, covering the key operational
Risk factors applied topremiums and risk exposures of the Group, such as data loss or

reserves is addedto the base SCR.

This represents the diversified
Operational risk charge, withno
separate quantification ofan
undiversified charge.

systems failure, are constructed and quantifiedin
consultation with business risk experts.
These are combined using correlations betweenthe

scenarios toproduce onoverall Operational risk
distribution.
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Model Standard Standard Formulaapproach Partial Internal Model

Risk Formula Sub-
Category component(s)

Other Risks N/A = N/A = This category typically relates tosmaller risks which
are not integrated into the stochasticmodelling or
attributable toother categories.

. This includes a deterministic scenario for longevity

riskin the pensionscheme, appliedasa stress to
current and future mortality rates.

Loss LACDT . The tax adjustment is calculated based | = The movement intax balances is calculated across

Absorbing on an instantaneous loss represented the distribution to identify the after-taxSCR.

Capacity of by the diversified components making | " ) hi henti helevel
pacity up the standard formula SCR. The LACDTls capped within e?c .f:r)tlty attheleve

Deferred Tax ofavailable net deferred tax liabilitiesand loss

carryback.
Other N/A . N/A L] This category relates toincome and expenses that
Adjustments are not within the otherrisk components. These

are calibrated based on the business plan, adjusted
where appropriate to reflect the values that would
be expectedto occur during the disaster year,
where supported by management actions.

. The resultisadjusted directly against the SCR.

Aggregation N/A . A linearcorrelation matrix is applied - Sub-risks withinthe core risks (Insurance Risk,

betweentherisk modules. Market Riskand Credit Risk) are aggregated toform
a multivariate distribution. This uses a sophisticated
copula based correlationapproach toproduce an
aggregatedistribution from which the SCR is
calculated.

- Operational risk, Other risks and Other adjustments

are aggregated with the core model using linear
correlation approaches.

E.5 Non-compliance withthe minimum group SCR and non-compliance with the SCR
(unaudited)

Minimum group SCR non-compliance
There has been no breach of the minimum group SCRduringthe reporting period.
SCR non-compliance

There has been no breach of the SCR during the reporting period.

E.6 Anyotherinformation

No furtherinformation regarding the capital management of the companyis required.
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Appendix 1- QRT S.02.01.02 Balance Sheet

R0O030
R0040
R0050
R0O060
R0070
R0O080
R0090
R0100
R0110
R0120
R0130
R0140
R0150
R0160
R0O170
R0180
R0190
R0200
R0210
R0220
R0230
R0240
R0250
R0260
R0270
R0280
R0290
R0O300
R0310
R0320
R0330
R0340
R0350
R0360
R0O370
R0O380
R0390

R0400

R0410
R0420
R0O500

5.02.01.02
Balance sheet

Assets
Intangible assets
Deferred tax assets
Pension benefit surplus
Property, plant & equipment held for own use
Investments (other than assets held for index-linked and unit-linked contracts)
Property (other than for own use)
Holdings in related undertakings, including participations
Equities
Equities - listed
Equities - unlisted
Bonds
Government Bonds
Corporate Bonds
Structured notes
Collateralised securities
Collective Investments Undertakings
Derivatives
Deposits other than cash equivalents
Other investments
Assets held for index-linked and unit-linked contracts
Loans and mortgages
Loans on policies
Loans and mortgages to individuals
Other loans and mortgages
Reinsurance recoverables from:
Non-life and health similar to non-life
Non-life excluding health
Health similar to non-life
Life and health similar to life, excluding index-linked and unit-linked
Health similar to life
Life excluding health and index-linked and unit-linked
Life index-linked and unit-linked
Deposits to cedants
Insurance and intermediaries receivables
Reinsurance receivables
Receivables (trade, not insurance)
Own shares (held directly)
Amounts due in respect of own fund items or initial fund called up but not yet
paid in
Cash and cash equivalents
Any other assets, not elsewhere shown
Total assets

Solvency Il
value

C0010

1,172

1,053

36,397

1,005,330

142,142

28,756

100,590

30,071

70,519

495,649

198,540

296,252

0

857

234,929

2,380

883

0

17,360

17,360

124,117

124,117

124,117

0

12,783

55

13,018

0

86,408

119

1,297,811
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Solvency Il
value
Liabilities C0010
RO510 Technical provisions - non-life 607,415
R0520 Technical provisions - non-life (excluding health) 607,415
R0O530 TP calculated as a whole
R0540 Best Estimate 545,479
R0O550 Risk margin 61,935
R0O560 Technical provisions - health (similar to non-life) 0
R0570 TP calculated as a whole
R0O580 Best Estimate
R0590 Risk margin
RO600 Technical provisions - life (excluding index-linked and unit-linked) 76,807
R0610 Technical provisions - health (similar to life) 0
R0620 TP calculated as a whole
R0630 Best Estimate
R0640 Risk margin
R0650 Technical provisions - life (excluding health and index-linked and unit-linked) 76,807
R0O660 TP calculated as a whole
R0O670 Best Estimate 74,055
R0680 Risk margin 2,751
R0690 Technical provisions - index-linked and unit-linked 0
RO700 TP calculated as a whole
R0O710 Best Estimate
R0O720 Risk margin
RO740 Contingent liabilities
RO750 Provisions other than technical provisions 5,918
RO760 Pension benefit obligations 16,936
RO770 Deposits from reinsurers
RO780 Deferred tax liabilities 25,479
RO790 Derivatives 1,244
R0O800 Debts owed to credit institutions 24,028
R0810 Financial liabilities other than debts owed to credit institutions
R0820 Insurance & intermediaries payables
R0O830 Reinsurance payables
R0840 Payables (trade, not insurance) 34,373
R0850 Subordinated liabilities 0
R0860 Subordinated liabilities not in BOF
R0870 Subordinated liabilities in BOF 0
R0O880 Any other liabilities, not elsewhere shown 0
R0O900 Total liabilities 792,199
R1000 Excess of assets over liabilities 505,613
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R0110
R0120
R0130
R0140
R0200

R0210
R0220
R0230
R0240
R0O300

R0310
R0320
R0330
R0340
R0400

R0410
R0420
R0430
R0440
R0500

R0O550
R1200
R1300

Appendix 2 - QRT S.05.01.02 Non-life premiums, claims and expenses by line of

business (unaudited)

$.05.01.02

Premiums, claims and expenses by line of business

Non-life

Premiums written

Gross - Direct Business

Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurers' share

Net

Premiums earned

Gross -

rect Business

Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurers' share

Net

Claims incurred

Gross - Direct Business

Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurers' share

Net

Changes in other technical provisions

Gross - Direct Business

Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurers' share

Net

Expenses incurred
Other expenses
Total expenses

Line of business for: accepted non-proportional

Line of Business for: non-life and (direct business and accepted proportional reinsurance) N
reinsurance
N Fire and
. Marine, . . Total
Medical Income Workers' ) other Credit and Legal N Marine,
N . Other motor | aviation and N Misc. o
expense protection | compensation . damage to y N Health Casualty aviation and | Property
~ ; N insurance transport ~ N financial loss
insurance insurance insurance R R property transport
insurance Insurance N
Insurance
€0010 €0020 €0030 €0040 €0050 €0060 €0070 €0080 €0090 €0100 €0110 €0120 €0130 €0140 €0150 C0160 €0200

290,696

108,565

2,695

419,638
17,649
0

-642 0,

173,074

642 0

264,213

394,700

0

-642 0

164,653

642 0

247,651

204,296

-359

-5,606

94,581

5,247

114,071

0

71,219 47,165 [ 863

5,000
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Appendix 3 - QRT S.05.01.02 Life premiums, claims and expenses by line of business

(unaudited)

R1410
R1420
R1500

R1510
R1520
R1600

R1610
R1620
R1700

R1710
R1720
R1800
R1900
R2500
R2600

$.05.01.02

Premiums, claims and expenses by line of business

Life

Premiums written
Gross

Reinsurers' share
Net

Premiums earned
Gross

Reinsurers' share
Net

Claims incurred
Gross

Reinsurers' share
Net

Changes in other technical provisions
Gross

Reinsurers' share
Net

Expenses incurred
Other expenses
Total expenses

Line of Business for: life insurance obligations

Life reinsurance obligations

Annuities
Annuities stemming from
stemming from non-life
Insurance Index-linked . non-life insurance ) Total
Health . i and unit- Other life insurance contracts and Health Life
insurance <<:.: .UB.*_H linked insurance contracts and relating to reinsurance reinsurance
participation | ) .

insurance relating to insurance

health insurance obligations

obligations other than

health insurance
C0210 C0220 C0230 C0240 C0250 C0260 C0270 C0280 C0300

12 12
0
12 12
12 12
0
12 12
3,653 3,653
0
3,653 3,653
0
0
0 0
513 513
513
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Appendix 4 - QRT S.05.02.01 Non-life premiums, claims and expenses by country

(unaudited)

R0010

R0110
R0120
R0130
R0140
R0200

R0210
R0220
R0230
R0240
RO300

R0310
R0320
R0330
R0340
R0400

R0410
R0420
R0430
R0440
RO500

R0O550
R1200
R1300

S.05.02.01

Premiums, claims and expenses by country

Non-life

Premiums written

Gross - Direct Business

Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurers' share

Net

Premiums earned

Gross - Direct Business

Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurers' share

Net

Claims incurred

Gross - Direct Business

Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurers' share

Net

Changes in other technical provisions

Gross - Direct Business

Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurers' share

Net

Expenses incurred
Other expenses
Total expenses

C0010

€0020

C0030

€0040

C0050

C0060

C0070

Top 5 countries (by amount of gross premiums

written) - non-life obligations

Top 5 countries (by amount of gross

premiums written) - non-life

Total Top 5 and

Home Country obligations
home country
AU CA IE
€0080 €0090 €0100 C0110 €0120 €0130 €0140
248,009 80,178 75,953 15,498 419,638
17,567 0 0 82 17,649
0 0 0
104,491 46,586 17,681 4,316 173,074
161,085 33,592 58,272 11,264 264,213
239,795 71,980 68,460 14,466 394,700
17,343 0 0 260 17,603
0 0 0
99,600 43,684 17,235 4,134 164,653
157,538 28,295 51,225 10,592 247,651
103,115 59,723 33,103 9,273 205,214
4,574 0 0 -118 4,456
-100 0 -100
36,603 43,647 13,215 1,865 95,329
70,986 16,076 19,888 7,291 114,241
0
0
0
0
0 0 0 0 0
79,621 12,975 26,846 5,053 124,495
21,366
145,861
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Appendix 5 - QRT S.05.02.01 Life premiums, claims and expenses by country

(unaudited)

R1400

R1410
R1420
R1500

R1510
R1520
R1600

R1610
R1620
R1700

R1710
R1720
R1800

R1900
R2500
R2600

$.05.02.01

Premiums, claims and expenses by country

Life

Premiums written
Gross

Reinsurers' share
Net

Premiums earned
Gross

Reinsurers' share
Net

Claims incurred

Gross

Reinsurers' share

Net

Changes in other technical provisions
Gross

Reinsurers' share

Net

Expenses incurred

Other expenses
Total expenses

C0150

C0160

C0170

C0180

C0190 C0200

C0210

Top 5 countries (by amount of gross premiums written) -

life obligations

Top 5 countries (by amount of gross
premiums written) - life obligations

Home Country

Total Top 5 and

home country

C0220 C0230 C0240 C0250 C0260 C0270 C0280
12 12
0
12 12
12 12
0
12 12
3,653 3,653
0
3,653 3,653
0
0
0 0
513 513
513
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Appendix 6 — QRT S.22.01.22 Impact of long term guarantees, measures and

transitionals

R0010
R0020
RO050
R0O090

S.22.01.22

Impact of long term guarantees measures and transitionals

Technical provisions

Basic own funds

Eligible own funds to meet Solvency Capital Requirement
Solvency Capital Requirement

Amount with

Impact of Impact of Impact of
Long Term o Impact of . ]
transitional on . volatility matching
Guarantee . transitional on . .
technical i adjustment adjustment
measures and . interest rate
. provisions set to zero set to zero
transitionals
C0010 C0030 C0050 C0070 C0090
684,221 0 0 890 0
470,864 0 0 -890 0
479,475 0 0 -890 0
280,403 0 0 17 0
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Appendix 7—-QRT S.23.01.22 Own funds

RO010
RO020
RO030
RO040
RO050
RO060
RO070
RO080
RO090
RO100
RO110
R0120
RO130
RO140
RO150
RO160
RO170
RO180
RO190
R0200
R0210

R0220

R0230
R0240
R0250
R0260
RO270
R0280

R0290

R0300
R0310
R0320
R0330
R340
R0350
RO360
RO370
RO380
R0390
R0400

R0410
R0420
R0430
R0440

R0450
R0460

R0520
R0530
R0560
RO570

RO610
RO650
RO660
RO680
RO690

RO700
RO710
RO720
RO730
RO740
RO750
RO760

RO770
RO780
RO790

5.23.01.22
Own Funds

Basic own funds before deduction for participations in other financial sector

Tier 1 Tier 1
Total Tier 2 Tier 3
unrestricted restricted
€0010 0020 0030 0040 €0050

Ordinary share capital (gross of own shares)
Non-available called but not paid in ordinary share capital at group level

Share premium account related to ordinary share capital

Initial funds, members' contributions or the equivalent basic own-fund item for mutual and mutual-type undertakings

Subordinated mutual member accounts

Non-available subordinated mutual member accounts at group level
Surplus funds

Non-available surplus funds at group level
Preference shares

Non-available preference shares at group level
share premium account related to preference shares

Non-available share premium account related to preference shares at group level
Reconciliation reserve
subordinated liabilities

Non-available subordinated liabilities at group level
An amount equal to the value of net deferred tax assets

The amount equal to the value of net deferred tax assets not available at the group level
Other items approved by supervisory authority as basic own funds not specified above

Non available own funds related to other own funds items approved by supervisory authority
Minority interests (if not reported as part of a specific own fund item)

Non-available minority interests at group level

Own funds from the financial statements that should not be represented by the reconciliation reserve and do not meet the criteria to be classified as Solvency Il own funds

Deductions for participations in other financial undertakings, including non-regulated undertakings carrying out financial activities
whereof deducted according to art 228 of the Directive 2000/138/EC

Deductions for participations where there is non-availability of information (Article 229)

Deduction for participations included by using D&A when a combination of methods is used

Total of non-available own fund items

Total deductions

Total basic own funds after deductions

Ancillary own funds
Unpaid and uncalled ordinary share capital callable on demand

Unpaid and uncalled initial funds, members' contributions or the equivalent basic own fund item for mutual and mutual - type undertakings, callable on demand
Unpaid and uncalled preference shares callable on demand

A legally binding commitment to subscribe and pay for subordinated liabilities on demand

Letters of credit and guarantees under Article 96(2) of the Directive 2009/138/EC

Letters of credit and guarantees other than under Article 96(2) of the Directive 2009/138/EC

supplementary members calls under first subparagraph of Article 96(3) of the Directive 2009/138/EC

supplementary members calls - other than under first subparagraph of Article 96(3) of the Directive 2009/138/EC

Non avilable ancillary own funds at group level

Other ancillary own funds

Total ancillary own funds

Own funds of other financial sectors

Credit Institutions, investment firms, financial institutions, alternative investment fund managers, UCITS management companies
Institutions for occupational retirement provision

Non regulated entities carrying out financial activities

Total own funds of other financial sectors

5.23.01.22

Own Funds

Basic own funds before deduction for participations in other financial sector

Own funds when using the D&A, exclusively or in combination of method 1
Own funds aggregated when using the D&A and combination of method
Own funds aggregated when using the D&A and combination of method net of IGT

Total available own funds to meet the consolidated group SCR (excluding own funds from other financial sector and from the undertakings included via D&A )
Total available own funds to meet the minimum consolidated group SCR

Total eligible own funds to meet the consolidated group SCR (excluding own funds from other financial sector and from the undertakings included via D&A )
Total eligible own funds to meet the minimum consolidated group SCR (group)

Minimum consolidated Group SCR
Ratio of Eligible own funds to Minimum Consolidated Group SCR

Total eligible own funds to meet the group SCR (including own funds from other financial sector and from the undertakings included via D&A )
Group SCR

Ratio of Eligible own funds to group SCR including other financial sectors and the undertakings included via D&A

Reconcilliation reserve
Excess of assets over liabilities

Own shares (held directly and indirectly)

Forseeable dividends, distributions and charges

Other basic own fund items

Adjustment for restricted own fund items in respect of matching adjustment portfolios and ring fenced funds
Other non available own funds

Reconciliation reserve

Expected profits

Expected profits included in future premiums (EPIFP) - Life business
Expected profits included in future premiums (EPIFP) - Non- life business
Total Expected profits included in future premiums (EPIFP)

20,000

0
101,815 101,815
8,239] 8,239]
8,611] 8,611
0
0
0]
8,239, 0 8,239, 0 0
16,850 8,611, 8,239, 0 0
470,864 376,116 93,576 0| 1,172

8,611}

8,611,

470,864

376,116

93,576

469,692

376,116

93,576

470,864

376,116

93,576

469,602

376,116

93,576

92,875
505.72%

479,475

384,727

93,576

1,172

280,403
171.00%

0060
505,613

4,391
122,987
0
13,508
364,727

8,293
8,294/
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Appendix 8 - QRT S.25.02.22 Solvency Capital Requirement —for groups using a

Row

© ® N oA w N e

R0110
RO060
R0160
R0200
R0210
R0220

R0300
R0310
R0400
R0410
R0420
R0430
R0440
R0470

R0500
R0510
R0520
R0530
R0540
R0550

R0560
R0570

partial internal model (unaudited)

§.25.02.22

Solvency Capital Requirement -
for groups using the standard formula and partial internal model

R Calculation of the
Unique number L N N R
Component description Solvency Capital Amount modelled usp Simplifications
of component R
Requirement
C0010 €0020 C0030 C0070 C0090 C0120

501001 Non-life underwriting risk: Premium risk 119,496 119,496 0
502001 Non-life underwriting risk: Reserving risk 86,447 86,447 0
599001 Diversification within non-life underwriting risk -59,371 -59,371 0
100001 Market risk: excluding Pension risk 174,539’ 160,045 0
10000P Market risk: Pension risk 68,630 68,630 0
19900 Diversification within market risk -11,497 -11,497 0
300001 Life underwriting risk 3,541 0 0
200001 Counterparty default risk 13,749 13,354 0
701001 Operational risk 33,095 32,761 0
80100 Other risks and adjustments: Other risks 29,392 29,392 0
80300 Other risks and adjustments: Loss-absorbing capacity of deferred tax -25,500 -25,500 0
80400 Other risks and adjustments: Other adjustments 5,178 5,178 0
Calculation of Solvency Capital Requirement C0100
Total undiversified components 437,698
Diversification -162,139
Capital requirement for business operated in accordance with Art. 4 of Directive 2003/41/EC
Solvency capital requirement excluding capital add-on 275,559
Capital add-ons already set
Solvency capital requirement for undertakings under consolidated method 280,403
Other information on SCR
Amount/estimate of the overall loss-absorbing capacity of technical provisions
Amount/estimate of the overall loss-absorbing capacity ot deferred taxes -25,500
Capital requirement for duration-based equity risk sub-module
Total amount of Notional Solvency Capital Requirements for remaining part
Total amount of Notional Solvency Capital Requirement for ring fenced funds
Total amount of Notional Solvency Capital Requirement for matching adjustment portfolios
Diversification effects due to RFF nSCR aggregation for article 304
Minimum consolidated group solvency capital requirement 92,875
Information on other entities
Capital requirement for other financial sectors (Non-insurance capital requirements) 4,844

Credit institutions, investment firms and financial institutions, alternative investment funds 4,844

Institutions for occupational retirement provisions

Capital requirement for non- regulated entities carrying out financial activities
Capital requirement for non-controlled participation requirements
Capital requirement for residual undertakings

Overall SCR
SCR for undertakings included via D and A

Solvency capital requirement
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Appendix 9—-QRT S.32.01.22 Undertakings in the scope of the group

ss20122

Undertakings in the scope of the group

Criteria of influence

Inclusion in the scope of Group.
supenvision

Group solvency calculation

e of code
e Category. Proportional share. Date of decision
of the D of Method used and under method 1, treatment of the
Country Legal Name of the undertaking Type of undertaking Legal form (mutual/non Supervisory Authority % capital share S voting rights | Other criteria | Level of influence  used for group Yesmo ifart. 214 is dort
undert
mutual) solvency calculation applied "

o010 Coe0 Co1s0 Cozo0 o210 o220 o230 o250

GB  [213800ESHL201RU4I650 (Company limited by shares or by guarantee of unlimitel 100,004 100,004 100008 Dominant 100,004

8 [213800N4ZTMC2CCOR (Company limited by shares or by guarante 100,004 100,004 100,004 Dominant 100,004

Ay [207216506 (Company limited by shares or by guarantee 100,004 100,004 100,004 Dominant 100,004

AU 623605054 (Company limited by shares or by guarantee 100,004 100,004 100,004 Dominant 100,004

OB [21380075X6IDAUVXLIES (Company limited by shares or by guarante ity 100,004 100,004 100,004 Dominant 100,004

G8  [213800H5IYFFGB85CAG (Company limited by shares or by ty 100,001 200,001 100,001 Dominant 100.00%

o8 |126123 other (Company fimited by shares or by ity 100,004 100,004 100,004 Dominant 100,008

8 |osawrans Other (Company limited by shares or by guarantet 100,004 100,004 100,004 Dominant 100,004

8 [seee20n other (Company limited by shares or by guarante 100,004 100,004 100008 Dominant 100,004

o8 [162830 other (Company limited by shares or by guarante 100,004 100,004 100008 Dominant 100,004

Tsurance holding ffined n Articte 212(1) () of
GB  [21380004BIKNVTLIVROZ (Company limited by shares or by guarantee Prudential Regulation Authority Dominant
o8 |7amm0s (Company limited by shares or by guarantee 100,004 100,004 100,004 Dominant 100,004
i Article 1 (53) of
o8 |a0z2z8 (Company limited by shares or by guarantee 100,004 100,004 100,004 Dominant 100,004
Delegated Requlation (EU) 2015/35.

o8 |oanss Other (Company limited by shares or by guarante 100,004 100,004 100,004 Dominant 100,004

o8 |wRsins1 other (Company limited by shares or by Financial Conduct Authority 100,004 100,004 100,004 100,00

o8 [1ose8127 other (Company fimited by shares or by 100,004 100,004 100,004 100,008

o8 |o1taasen yd & Wnyte Group. other (Company fimited by shares or by ity 20,049 20,045 20,044 20,044

o8 |araar e Brokers Ltd Other (Company limited by shares or by guarantet ity 100,004 100,004 100,004 100,004

8 |ooros0s2 ett Browne - Swinburne and Douglass Ltd Other (Company limited by shares or by guarantet ity 100,004 100,004 100005 Dominant 100,004

8 [109069%0 etts Risk Management Services Ltd Other (Company limited by shares or by guarante ity 100,004 100,004 100008 Dominant 100,004

o8 [20s7e7a other (Company limited by shares or by guarantee ity 100,004 100,004 100,004 Dominant 100,004

o8 |ossadsse other (Company limited by shares or by guarante ity 100,004 100,004 100,004 Dominant 100,004

o8 |osznis Specific code |Farmers and ercantile Insurance Brokers Ltc| Other (Company limited by shares or by guarantee o unlimitel Non-mutual [Financial ity 100,004 100,004 100,004 Dominant 100,004 Method 1: Adjusted
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Appendix 10 — Glossary of Abbreviations

The Board The Board of Directors of the Group

The Chairman The Chairman of the Board

The Group Ecclesiastical Insurance Group plcandits subsidiaries
The Group CEO The Group Chief Executive Officer

The Directive Solvency Il Directive 2009/138/EC

The Delegated Act Solvency Il Delegated Regulation (EU) 2015/35
Ansvar Australia Ansvar Insurance Limited

ATL Allchurches Trust Limited

CFO Group Chief Financial Officer

CRO Group Chief Risk Officer

CRSA Control Risk and Self-Assessment process
EIG Ecclesiastical Insurance Group plc

EIO Ecclesiastical Insurance Office plc

EIOPA European Insuranceand Occupational Pensions Authority
ELL Ecclesiastical Life Limited

ENID Events Not in Data

EU European Union

FCA Financial ConductAuthority

GAC Group Audit Committee

GIA Group Internal Audit

GMB Group Management Board

GPP Group Personal Pension

GRC Group Risk Committee

GWP Gross written premiums

IAS International Accounting Standards

IBNR Incurred But Not Reported

IFRIC International Financial Reporting Interpretations Committee
IFRS International Financial Reporting Standards
IICSA Independent Inquiryinto Child Sexual Abuse
LTIP Long-Term Incentive Plan

MCR Minimum Capital Requirement

MLRO Money Laundering Reporting Officer

NEDs Non-Executive Directors

ORSA Own Riskand Solvency Assessment

PIM Partial internal model

PRA Prudential Regulation Authority

PSA Physicaland Sexual Abuse

QRT Quantitative Reporting Template

RPI Retail Prices Index

SBU Strategic Business Unit

SCR Solvency Capital Requirement

SM&CR Senior Managers & Certification Regime
SFCR Solvency and Financial Condition Report

SID Senior Independent Director

Sl Solvency Il

TPs Technical Provisions



