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Al.l

Al.2

Al.3

Al.4

Al.5

A.OVERVIEW

Al. INTRODUCTION TO THE C APITAL AND SOLVENCY RETURN

I ntroduction

The capital andsolvency et urn i s an annual return
management practices and information used by an insurer to calcul&h#aced
CapitalRequirement (ECR) antiargetCapitalLevel (TCL) as prescribed Wrudential
Standardrules made under secti6A of thelnsuranceAct 1978 (the Act) EveryClass

4, Class 3B, Class 3&lassE, ClassD andClassC insurer andinsuranceGroupshall
submit to the Bermuda Monetary Authority (the BMA the Authority a completed
capital and solvency returon or before its filing dateThe most recent version of the
capital and solvency return is available on BihA website

The capital and solvencynodelisused to <cal cul ate an ins
capital and surplus requirement imposed by Rules made under sectmfntiéa\Act

The ECR of an insureshall be calculatedt the end of its relevant yeay the higher of

the Bermuda Solvency Capital Requirement (the BSCR) model and an approved internal
capital model, provided that the ECR amount is equal to or exceeds the Minimum Margin
of Solvency(the MSM) The TCL of an insureis calculated as 120% ofd¢ECR and
although not a capital requirement per se, nassare expected to hold eligible capital
resources to cover it; failure to do so will result in additional reporting requirements and
enhanced monitoring, and in the submission of a remediationtplaestore capital
above the TCL.

The BSCR model calculates a risaised capital measure by applying capital factors to
capital and solvency return elements, including investments and other assets, operationa
risk, andLongTerm insurance risksn order to establish an overall measure of capital
and surplus for statutory solvency purposes. The capital factor established for each risk
element, when applied to that element, produces a required capital and surplus amount.
The individual capital amous generated for each risk element (excluding operational
risk) are then summed. Covariance adjustments are made to arrive at the BSCR (after
covariance adjustment), which is further adjusted to include inspssific operational

risk and capital addns, as assessed by the BMA finally produce the BSCR of an
insurer.

An insurerds available statutory capital
ratioo Ani nsurer 6s avail able statutory capit
ECR ratb. The BSCR and ECR ratios will assist the BMAevaluatethe financial
strength ofaninsurer.

The BSCRECR and TCL establish solvency capital levels that are used by the BMA to
monitor the capital adequacy Gfass 4, Class 3B, Class 38lasskE, ClassD andClass
C insurersand Insurance Groups

r

r

(o}


http://www.bma.bm/document-centre/reporting-forms-and-guidelines/SitePages/Insurance.aspx

Al.6 When completing the BSCR model, the insurer should be advised of the following:

Requirement Unconsolidated| Consolidated| EBS
1 | Information Sheet X
2 | Financial Condition Report X
(With EBS valuations Were applicable)
3 | Sanctions Questionnaire (for all insurers) X
4 | Form 1SFS, 2SFS and 8SFS
Based on the insur
less the prudential filters and reported b X X
on an unconsolidated and consolida
basig
5 | Notes to Form 1SFS X
6 | Form1EBS
(Following the Prudential Standard Rul X
and the principles found in the Guidan
Notei For Statutory Reporting
7 | Schedules II, A, 111, A, IV, IVA, IVC, V, X X
VI, XVIII, XIX, XX and XXI
8 | Governance and Group Struct&chedule
V(a)). *Note questions -13 pertain to thg X*
insurance group that the insurer belongs
9 | Intra-Group Transactions (Schedule V(c) X
10 | Stress Scenarios (Schedule Y(e) X
11 | Deposit Assets & Liabilities (Schedule V(K X
12 | Segregated Accounts (Schedule YJ(L X
13| Alternative Capital (Schedule V(m)) X
14 | CISSA (Schedule IX) X Sk
**Note Capital Charges on a EBS basis
15| Catastrophe Risk Return (Schedule X) X
16 | Loss TrianglegSchedule X(a)) X
17 | LossReconciliation(Schedule X(b)) X
18 | Eligible Capital (Schedule XII) X
19| Schedule of Regulated Ndnsurance X
Financial EntitiegScheduleXV )
20 | Schedule of Solvency (Schedule XVII) X
21| Schedules IIB, IIC, 1ID, lIE, IIF, IVD, IVE,
XXA, XXIA, XX
For the 2@0 yearend, insurers are requirg X
to complete both the 2018 vyeand
methodology and the 2019 yeamnd
methodology which is included in the late




release of the BSCR modelGuidance
related to completing these schedulss
indicated in green text throughout tk
document i§ highlighted in yellow tabs if
the BSCR models).

For insurers wishing to complete the 2C
yearend only, insurers are to apply f
permission via email eguest tg
RiskAnalytics@bma.bm.

Al.7

Al.8

Al.9

Al1.10

Al.11

Purpose

This document presentdear instructions for persons responsible for computing the
required capital and surplus and for submitting the complesgital and solvency
return, including the BSCR modéd the BMA.

Thecapitaland sol vency return contains diver s

and will likely require the participation of experienced individuals within the accounting,
finance, and actuarial areas of the insurer. In ordeznture accurate completion,
insurers are highly advised to refer to this instruction handbook.

Overview

Forms 1SFS, 2SF&d8SFSarepublished inhe Insurance Accounts Rules 20Tbhe

filing guidance relating tt-orm1EBS (refer to Schedule XIV for format and guidance)
andSchedules [HIA, I, A, 1V, IVA, IVC, V, V(a),V(c), V(e), V(9), V(K), V(l), VI,

IX, X, Xl(a)/(b), XII, XVI, XVII , XVIII, XIX, XX, XXI and operational risis published

in the Prudential Stand&Rules. The electronic copy of Forms 1SFS, 2SFS, 8SFS and
Form1EBS and Schedule, 1A, I, IIA, IV, IVA, IVC, V, V(a), V(c), V(e), V(),

V(k), V(I), VI, IX, X, Xl(a)/(b), XII, XVI, XVII , XVIII, XIX, XX, XXI and operational

risk areincluded in the capital and solvency return and have been appropriately linked

to the BSCR model, where applicable

Also included is an appendix containing a glossary of terms that is meant to clarify the

meaning of any terms used within ttegpitaland ®lvency returnas well ago provide
guidance on reconciling totals.

Changes to the BSCR Formula

Periodically, changes to the BSCR formula may be necessary due to chatiges in
capital and solvency return, accounting requirements, and enhancemeatfotontilia

or to the capital factors. Any suchanges will be communicated to insuriers timely
fashion, in order to allow adequate timeifsurergo collect any additional information
that may beequired.

D




Work papers and Supporting Documents

Al.12 Work papers and documents used to prepare the BSCR submission should be retained
and kept available for examination and discussion with the BMA, should the need arise.

Contact Person for Questions

Al.13 Questions pertaining to the content or meaning of any otéhesiin this report should
be addressed tiskanalytics@bma.bm



mailto:riskanalytics@bma.bm

A2.1

A2.2

A2.3

A2. SUBMISSION

Background

For the 2019 yeaend and beyond, insusamayfile only anelectronic versionif they
submit via the Asubmito macro e¢botheanded
electronic versian andprinted version of thecapitaland solvency returis required to

be forwarded to the BMA on or before its specified filing date. Insurers arsealdid

refer to the BSCR filing Manual, available on the BMA website, for guidarme
electronic filing Insurers are also advised not to altemodify thecapitaland solvency
returnor any part thereof.

ltems

Input Datad Input data in each form and schedule, applicable.

Submitd Submit thecapitaland solvencyreturhy ¢l i cking the #ASU

Additional Guidance

A2.i. If the insureris having difficulty submittingthe capital and solvency return
following the abovenstructions it is recommended teeview the BSCR E
Filing Manual found oww.bmdnben> Bocumend r i t
Center > Reporting Forms and Guidelines > Insurance

A2.il. If there are still issues with the submissiosend an email to
riskanalytics@bma.bmvith the capital and solvency returattached. If the
capital and solvency returaitoo large to send via emdiimited to 15MB) the
Authority will advise a course of action

B M
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A3.1

A3.2

A4.1

A4.2

A4.3

A5.1

A5.2

A3. CONTENTS

The Contents tab replaces the Index tab. The Contentsatglvalidation checks to
various Forms/Schedules in the model as aghypelinks to each of the tabs in the
model

Insurers should review validation checks prior to submisaioth acknowledge &n

errors by selecting AConfirm Messageo
validation check is to be included on the Submission tab.

A4. IMPORT

The Import tab includelinks to each of the input cells in the model.

Users of the BSCR model can either enter data viéntpert tab or can manually enter
data throughout the model.

Note that cells highlighted in blue are drdpwn cells White highlighted cells are
numerical/text entry fields.

A5.  EXPORT

The Export tab ioludeslinks to each of théatacells in the model

This function is useful if theresia need to renter data from an existing model to a new
model, a user would use the data stored irEttport tab and copy to tHenport tab.

10
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A6.1

A6. ATTACHMENTS

Insurerscan attach any necessary files throughAttachmentgab, up totenfil es for
eachcategoryprovided. When a attachment is pradeed, the insurer is tancludethe
Schedule and/or Item the attachment referencethe comment field Note once
attachedthefile is embedded in theapitaland solvency return argentto the BMA
whent he model i's transmitted using the
The BSCR EFiling Manual provides guidance on how to attach, view and remove files.

11
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A7. COMPANY INFORMATION

ltems

A7.1 CompanyNamed Input the name of the insurer, as it appears on the Certificate of
Registration.

A7.2 Date Incorporated dDrganised Input thedatethat the insurer wakicenced by the
BMA to conduct business in Bermuda.

A7.3 Date CommenceBusines®d Input thedatethat the insurebegan writing businesas
a licerced Bermuda company.

A7.4 Registration Nod Input the correspondin@enerabusinessegistration number of éh
insurer, as it appears on t@ertificate of Registration.

A7.5 Contact Pegon Informatiod | nput the insurerds cont act
conduit thraagh which the BMA will make andespond teenquiries about the BSCR
and related informatn.Notethath i s per son does not have
Representate.

A7.6 No SubsidiarieSubsidiarie$ if an insurer has no entities to consolidate, they can select
thBBoASubsidiariesodo button and the model
model. If an insurer wishes to revert back to the original model, thgrcémeselect the
ASubsidiarieso button.

12




A8.1

A8.2

A8.3

A8.4

A8. CAPITAL AND SOLVENCY RETURN DECLARATION

Background

For Class 4 and 3B Insurers

Thecapitaland solvency return declaration should be signed and dated IBjreabors

(one of which may be the chief executivapd either the chief risk officer or chief
financial officer The signed declaration is to be included in the attachments section of
the BSCR model.

Revoked

For Class3A Insurers

The capital and solvency return declaration should be signed and dated by two Directors
and the insur er 6sThesighed declaraion istod@imcleidedimthea t
attachments section of the BSCR model.

Revoked

13




B.ADDITIONAL SUPPORTIN G SCHEDULE

B1.1 Included in thecapital and solvency retuia thelnsurer Information Sheethich is to
be completed in its entirety, however the Financial Condition Report is not included in
the model and this handbook providesdanceof therequirements thas to be included
in thesubmitted report.
B2. INSURER INFORMATION SHEET
Background
B2.1 To provide the Authority with details of

ltems

to review the statutory statementise tinsurer Information Sheet a redesigrof the

former Cover Sheet and Solvency Declaration that has been amended to provide greatet
clarity, avoid duplicationand provide more usefulinformation to better assess the
insurer.

a. Company Information

Line Item Description
a | Name of Row (1) The name of the insurer shall automatically populate based on the nam
Insurer entered in the Information Sheet tab
b | Certificate of | Row (2) The Certificate of Registration Number shall automatically populate bas
Registration | the numbeentered in the Information Sheet tab
Number
¢ | Class of Row (3) The Class of Registration shall automatically populate based on the cla
Registration | entered in the Information Sheet tab
d | Statements | Row (@) The confirmation of the Statemerstsy ai | abi | ity at t |
Availability office is to be selected from the drdpwn menu
e | Filing Period | Row (5) The Filing Period Start Date is to be manually entered and the Period E
Date shall automatically populate based on the date enteredliridhmation Sheet
tab
f Currency Row (6) The Currencysed in the Statutory Financial Statements shall automatic
Used populate based on the currency type entered in the Form 1SFS tab

14




Line Item Description

g | Exchange Row (7) The Rate that the figures wénr@nslated into Bermuda Dollars is to be

Rate entered
Additional Guidance

i) Note for insurers that report in currencies other than the Bermuda Dolla
United States Dollar, that the exchange rate to report is the rate to conv
figures to Bermuda DollarUnited States Dollar.
For example, if an insurer reported in Canadian Dollars with an exchange rate g
to BDA of 0.7657 and BDA to CAD of 1.3060.
the exchange rate to report in paragraph (g) would be 0.7657
h | Ultimate Row ( 8) T llamaie Paramtrise¢orbé entered. Instances where an insure
Parent part of an insurance group that is owned by a conglomerate, it is the head compg
the insurance group that is being requested
[ I nsurenRow (9) The Campanyistob@& entefeé PagenttCompany refers tq
Parent direct parent of the insurer.
Company
] Industry Row (10) The Industry Sector of the

Sector of the | parents are in multiple industriggpvide the industry of the parent that has the lari

I nsur ernownership

Parent

k [l nsureqfRow (11) The Insurero6s Owner s hi-downSt

Ownership menu

Structure

I Il nsurenRow (12) The | ns ueistobesseleCtedirpnatheydrd@vh r u
Company menu
Structure

m | General Row (13) Select from the dregiown menu of the following questions:

Questions (i) Is the insurer a member of a group of companies?

Me mber of an i nsurance g¢gr oupnsurapced e f
business. o
m | General (if) Does theinsurerhave segregated accounts?

Questions Segregated accounts is defined as:
including entries recording data, assets, rights, contributions, liabilitieshdigdtmns
linked to such account) of a segregated accounts company pertaining to an ider
or identifiable pool of assets and liabilities of such segregated accounts compar
which are segregated or distinguished from other assets and liabilities of th
segregated accounts; 0

15




Line Item Description

m | General (iii) Is theinsurer in ruroff?

Questions Runof f is defined as: fAiWhen an insur
not offering renewals to existing customers. Eong-Term insures the definition
will be the same but the characteristic will differ as insurers may still receive furt
premiums over multipleyeesand pol i cy benefits and

m | General (iv) Whether the general purpose financial statements of the insurer for the rele

Questions year have been audited andwsqualified opinion issued?

Gener al Purpose financial statement
statements prepared in accande with 17A(2) of the Act;
Additional Guidance
the Authority would like to advise that in relation to paragraph (m)(iv) a qualified
opinion would not include qualifications for reporting its financial statements as
condensed general purpose financialesteents.

m | General (V) Whether the minimum solvency margin was met?

Questions Minimum Solvency Margin is set in accordance wdragraplil of the Insurance
Account Rules 2084.

m | General (vi) The applicable minimum liquidity ratio was nring the reporting period:

Questions Minimum Liquidity Ratio is set in accordance wharagrapti2 of the Insurance
Account Rules 208

16




b. Certificate of Registration Conditions

Line Item Description

n1 | Certificate of | Row (1) TheCertificate of Registration Effective Date shall automatically populat
Registration | based on the date entered in the Information Sheet tab
Effective Date

n2 | Certificate of | Row (2) The Certificate of Registration General Conditions is to be entered basy
Registration | the conditions stipulateon theCertificate ofRegistration. This includes the start
General date, end date and condition description

Conditions
n 3 | Certificate of | Row (3) The Certificate of Registration Approved Conditions is to be entered ba
Registration | on the conditions stipulated on approved certificate of registration. This includes
Approved start date, end date and condition description
Conditions

o | Confirmation | Row (4) The Confirmation of Compliance with the Conditions on Certificate of
of Conditon | Registration is to be selected from the ddmpvn menu.
Compliance

c. Requlatory Approvals

Line Item Description

p 1l | Regulatory Row (1) The Regulatory Appraisare to include, conditions, directions and
Approvals restrictions imposed on, or approvals granted to the insthex includes the start
date, end date and condition description

d. Confirmation of Corrective Action

Line Item Description

g1 | Confirmation | Row (1) If the insurer has answered negative to pointg\)njm)(vi) or (0), the
of Corrective | insurer is to state the reason for negative answer and describe whether or not t
Action insurer has taken corrective action in any case and, where the imssitaken such
action, describe the action in a statement attached

17




B3. FINANCIAL CONDITION REPORT

Background

B3.1 To assist with Bermuda being a jurisdiction committed to the principleartgparency
to policyholders, beneficiaries and counterparties, the BMA has reguisedance
Groups,Class 4, Class 3B, Class 3A, Class C, Class D and Classiers to submit a
Financial Condition Report with details miter alia; measures governitige business
operations, corporate governance framework, solvency and financial performance of a
commercial insurer

B3.2 The Financial Condition Report & opportunity for an insurer to describe its business
to the public in relation to the insure
an informed assessment on whether the business is run in a prudent riidener.
presentation of the Financi@londitionReport is not templated by the BMA. Insurers
are expected to prepare the Financial Condition Report in accordance with the
requirements per the Insurance (Public Disclosure) Rules 2015

B3.3 A copy of he Financial Condition Report shall be publishedon e i rnwvehsitee r 6 g
within 14 days of the date the report was filed with the BMA. If an insurer does not have
a website, the insurer is providethe public a copy of &inancial Condition Report
within tendays of receipt of a request made in writing.

ltems

a. Business and Performanceparticulars regarding therganisationalstructure,
insurance business activities and financial performance

Line Description

Item

a Name of the insurer;

b Name and contact details of the insurance supervisor and group supervisor;

C Name and contact details of the approved auditor;

d A description of the ownership details including proportion of ownership interest;

e Where the insurer is part of a group, a group structure chart showing where the insurer fits wi
group struatre,

f Insurance business written by business segment and by geographical region during the repol
period,;

18




Line
Item

Description

g Performance of investments, by asset class and details on material income and expenses ing
during the reporting period,;
h Any othermaterial information.

b. Governance Structureparticulars of corporate governance, risk management and
solvency seHassessment frameworks

Line Description

Item

a Board and Senior Executive:

I. a description of the structure of the board and senior executive, the roles, responsibilities af
segregation of these responsibilities;

a li. a description of remuneration policy and practices and performance based criteria governir|
board,senior executive and employees;

a lii. a description of the supplementary pension or early retirement schemes for members, the
and senior executive; and

a iv. any material transactions with shareholder controllers, persons who exercise signilicente,
the board or senior executive.

b Fitness and Propriety Requirements:

I. @ description of the fit and proper process in assessir§oiduwel and senior executive; and

b ii. a description of the professional qualifications, skills, and expertideeBoard and senior
executives to carry out their functions.

o Risk Management and Solvency Sasessment:

I. a description of the risk management process and procedures to effectively identify, measu
manage and report on risk exposures;

c ii. a description of how the risk management and solvencyassiéssment systems are implemen
and integrated into the insurero6s operati
decision making process;

C iii. a description of the relationghbetween the solvency safsessment, solvency needs, and
capital and risk management systems; and

C iv. a description of the solvency selésessment approval process including the level of oversigl
and independent verification by tBeard and senioexecutives.

d Internal Controls:

I. a description of the internal control system; and

d ii. a description of how the compliance function is executed,;

e Internal Audit- a description of how the internal audit function is implemented and howainttains
its independence and objectivity when conducting its functions.

19




Line Description

Item
f Actuarial Functiori a description of how the actuarial function is implemented.

g Outsourcing:

I. a description of the outsourcing policy and information on anyok@yportantfunctions that have
been outsourced; and

g ii. a description of material intrgroup outsourcing.

h Any other material information.

c. Risk Profile- particulars on exposures on underwriting risk, market risk including
off balance sheet exposures, credik, liquidity risk, operational risk and other
material risks

Line Description

Item

a Material risks that the insurer is exposed to, including how these risks are measured and any
changes that have occurred during the reporting period;

b How risks are mitigated including the methods used and the process to monitor the effectiven
these methods;

c Material risk concentrations;

d How assets are invested in accordance with the prudent person principle as stated in Paragra
of the Cale;

e The stress testing and sensitivity analysis to assess material risks, including the methods ang
assumptions used, and the outcomes;

f Any other material information.

d. Solvency Valuation particulars of the valuation bas methods and assumptions
on the inputs used to determine solvency

Line Description

Item
a The valuation bas, assumptions and methods used to derive the value of each asset class;
b The valuation bas, assumptions and methods used to derive the value of technical proaisibns

the amount of the best estimate. The amount of the risk margin as well as the level of uncertg
determine the value of the technical provisions should be included,;

C A description of recoverables from reinsurance contracts, incl@fiagialPurposelnsurers and
other risk transfer mechanisms;




Line Description

Item

d The valuation bas, assumptions and methods used to derive the value of other liabilities;
e Any other material information.

e. Capital Managementparticulars regarding an assessment of capital naeds
requlatory capital requirements

Line Description

Item

a Eligible Capital:

I. a description of the capital management policy and process to determine capital needs for |
planning, how capital is managed and any material changes durireptivéng period,

a ii. a description of the eligible capital categorised by tiers in accordance with the Eligible Capi
Rules;

a iii. a description of the eligible capital categorised by tiers, in accordance with the Eligible Caf
Rules used tmneet the Enhanced Capital Requirement (ECR) and the Minimum Margin of Sol
defined in accordance with section (1) (1) of the Act;

a iv. confirmation that eligible capital is subject to transitional arrangements as required under t
Eligible Capital Riles;

a v. Identification of any factors affecting encumbrances affecting the availability and transferah
capital to meet the ECR,;

a vi. Identification of ancillary capital instruments that have been approved by the Authority;

a viil denti fication of differences in sharehagqg
available statutory capital and surplus.

b Regulatory Capital Requirements:

I. Identification of the amount of the ECR alihimum Margin of Solvencyat theend of the
reporting period,

b ii. Identification of any norcompliance with thélinimum Margin of Solvencynd the ECR;

b iii. a description of the amount and circumstances surrounding theamopliance, the remedial
measures taken and their effectiess; and

b iv. where the noitompliance has not been resolved, a description of the amount of the non
compliance at the end of the reporting period.

C Approved Internal Capital Model used to derive the ECR:

i. a description of the purpose and scopthefbusiness and risk areas where the internal model
used,

C ii. where a partial internal model is used, a description of how it is integrated with the BSCR N
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Line
Item

Description

C iii. a description of methods used in the internal model to calculate the ECR,;

o Iv. a description of aggregation methodologies and diversification effects;

o v. a description of the main differences in the methods and assumptions used for the risk are
internal model versus the BSCR Model; and

C vi. a description of the natueand suitability of the data used in the internal model;

C vii. any other material information.

f. Significant Eveni particulars and explanations of a significant event

Line Description

_

a a description of the significant event;

b approximate date(®) proposed timing of the significant event;

C confirmation of how the significant event has impacted or will impact, any information provide
the most recent financial condition report filed with the Authority;

d Any other material information.

Additional Guidance

Item (i)(q) Business and Performancei Investment Performance and Material

Income & Expenses

B3.i. For item (i)(g) Business and Performance, the insurer shall provide details of
the investmentperformance for the reporting period onifaterial Income &
Expenses shall be for the reporting period only and include all activities of the
insurer (underwriting, investment, etc.).

Identification of Regqulatory Capital Requirementsfor Dual License Holders

B3.ii. If the insurer holds two commercial dnses (Class 4, 3B, 3A, E, D or C), the
ECR and MSM may be identified on a combined basis. If one of the licenses is
limited purposensurer(Class 1, 2, 3, A, B or SPI), the insurer shall identify the
regulatory capital requirements for the licenses s#plr and include the
explanation tht the MSM for limited purposensurer is added to the
commercial ECR.
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B4.1

B4.2

B4.3

B4.4

B4.5

B4.6

B4. ASSETS QUALIFYING FOR RISK MITIGATING PURPOSES

Background

In order to promote good risk management and increase risk sensitivity, the stslpe of
mitigation in BSCR is extended by allowing insurers to explicitly take into account their
hedging programmes within market risk calculations, subject to certain rules and
restrictions.

Credit for risk mitigating effect in BSCR calculations is onlyoakd if the risk
mitigation techniques fulfill a set of criteria set out in the next section.

Instructions

The calculation of the ECR will allow for the effects of risk mitigation techniques
through a reduction in requirements commensurate wittextent of risk mitigation
notwithstanding the provisions set in this section.

The ECR calculation for market risk is made on the basis of the assets and liabilities
existing at the reference date of the ECR calculation and through the use of scenario and
factor based approaches; this design setting excludes by definition allowance for the full
effect of dynamic hedging programs which can only be appropriately applied in a context
where capital charges are being stochastically calculated.

Internal capitamodels (ICM) are allowed to be used in the context of the BSCR standard
formula for the calculation of the variable annuity guarantees capital charge which,
despite being part of the Long Term Insurance risk module, is predominantly market risk
driven; coxcomitantly in these cases insurers may take into full account the effect of their
dynamic hedging programs as long as they comply with the provisions set in paragraphs
B4.6 and B below. In all other cases, the risk mitigating effect of dynamic hedging
programs will be subject to the provisions set in paragragt& B4.8 and thus taken

into account in a limited manner.

When calculating the ECR, insurers shall only take into accounmiisiation where
all of the following qualitative criteria amaet:

a) The contractual arrangements and transfer of risk are legally effective and
enforceable in all relevant jurisdictions and there must be an effective transfer of
risk to a third party.

b) The contractual arrangement ensures that the risk transfer iy defined.

c) The insurer has taken all appropriate steps to ensure the effectiveness of the
arrangement and to address the risks related to that arrangement;

d) Theinsurer is able to monitor the effectiveness of the arrangement and the related
risks on an onging basis;
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B4.7

B4.8

e) The calculation of the ECR makes reasonable allowance for any basis risk effects
due to changes in risk mitigation assumptions and relationships during a stress
scenario and there is appropriate treatment of any corresponding risks embedded
in the use of risk mitigation techniques (e.g. credit risk). These two effects should
be separated.

f) Providers of risk mitigation should have adequate credit quality (demonstrable
through either adequate rating, capitalisation or collateralisation levels) to
guarantee with appropriate certainty that the insurer will receive the protection in
the cases specified by the contracting parties.

g) The insurer has, in the event of a default, insolvency or bankruptcy of a
counterparty or other credit event set out intthesaction documentation for the
arrangement, a direct claim on that counterparty;

h) There is no double counting of riskitigation effects in technical provisions and
in the calculation of the ECR or within the calculation of the ECR.

Only risk-mitigationtechniques that are in force for at least the next 12 months and which
meet the qualitative criteria set out in paragraglbéBhall be fully taken into account in

the ECR. In all other cases, the effect of -niskigation techniques that are in force for

a period shorter than 12 months and which meet the qualitative criteria set out in
paragraph B.6 shall be taken into account in the ECR in proportion to the length of time
involved for the shorter of the full term of the risk exposure or the periodhiaisk
mitigation technique is in force.

Where contractual arrangements governing the-migation techniques will be in
force for a period shorter than the next 12 months and the insurer intends to replace that
risk-mitigation technique at the tinad its expiry with a similar arrangement, the risk
mitigation technique shall be fully taken into account in the ECR provided all of the
following qualitative criteria are met:

a) The insurer has a written policy on the replacement of thatmisgation
technique.

b) The replacement of the riskitigation technique shall not take place more often
than every month, except in duly justified circumstances which require prior
approval from the Authority.

c) The replacement of the rigkitigation technique is not editional on any future
event, which is outside of the control of the insurer. Where the replacement of
the riskmitigation technique is conditional on any future event, that is within the
control of the insurer, then the conditions should be clearly dected in the
written policy referred to in point (a);

d) The replacement of the riskitigation technique shall be realistic based on
replacements undertaken previously by the insurer and consistent with its current
business practice and business strategy.

e) The risk that the risknitigation technique cannot be replaced due to an absence
of liquidity in the market is not material under different market conditions and
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B4.9

9)
h)

there is no material basis or operational risks compared to the risk mitigation
effect.

The riskthat the cost of replacing the righitigation technique increases during

the following 12 months is reflected in the ECR by deducting it from the value
attributed to the risknitigation technique.

Any additional risk stemming from the risk mitigationaargement (e.g. credit

risk) is taken into account in the ECR.

The hedge effectiveness and any related risks are monitored on an ongoing basis.

In the cases of insurers using ICM in the context of the BSCR standard formula for the
calculation of the varidbe annuity guarantees capital charge, where portfolio rebalancing
is being performed, the rigkitigation effect shall be fully taken into account in the ECR
provided all of the following qualitative criteria are met:

a)
b)
c)
d)
e)

f)

The insurer has a written policy onrgolio rebalancing.

The portfolio rebalancing shall be realistic based on actions undertaken
previously by the insurer and consistent with its current business practice and
business strategy.

The risk that the portfolio rebalancing cannot be performedalars absence of
liquidity in the market is not material under different market conditions.

The risk that the cost of the portfolio rebalancing increases during the following
12 months is reflected in the ECR.

Any additional risk stemming from the porti@irebalancing (e.g. credit risk) is
taken into account in the ECR.

The hedge effectiveness and any related risks are monitored on an ongoing basis.
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B5.1

B5.2

B5.3

B5.4

B5.5

B5.6

B5.7

B5.8

B5.9

B5. MANAGEMENT ACTIONS

Background

With the introduction of new shodbased capital charge calculatidos certain risks in
the BSCR standard formula, the use of management actions will be allowed under certain
conditions (as set out in the next section).

Management actions are relevant for products where profits are shared with
policyholders, for exampl@ ar t i ci patpirrod i 6 sofAwirolducts.
management actions, in the sense used here, are mainly relevant fardrconmsurers

only.

For BSCR purposes, allowable management actions will be confined to actions reducing
or increasing liabities for future bonuses or other discretionary benefits (FDB).
a) These include changes to profit sharing / bonuses / policyholder dividends /
credited rates, but can also include actions such as changes in investment policy
(e.g. the equity backing ratiaffecting FDB.

Given that the effect of management actions is considered separately for each risk in the
modular BSCR standard formula, there is a risk of double counting the credit for
management actions when the individual capital charges are aggrédmerigh the
correlation matrices). For this reason, a cap on the overall credit must be included.

The natural cap for the credit for management actions is the total amount ef (best
estimate liabilities held for) future discretionary benefits.
a) The mostan insurer can do to reduce its discretionary liabilities is to reduce the
profit sharingi policyholder dividends, credited rateto zero (in all future
scenarios), which corresponds to FDB going to zero.

| nstructions

Management actions are confinedatdions reducing or increasing liabilities for future
bonuses or other discretionary benefits.

Management actions must comply with all the requirements of paragraph 196 of the
Guidance Notes for Commercial Insurers and Groups Statutory Reporting R&gtme (
November 2016).

Given the modular structure of the BSCR standard formula, management actions are to
be considered in each applicable risk calculation separately.

Management actions can be reflected in the sihasled components of the BSCR
standardormula and in the variable annuity guarantees capital charges (when an ICM
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B5.10

B5.11

B5.12

B5.13

B5.14

B5.15

B5.16

B5.17

is being used). Management actions shall not be taken into account in théo&setdr
components of the BSCR standard formula. The exception to this is the cinadih
approacho interest rate risk, where management actions may be taken into account in
the calculation of effective durations for liabilities.

The shockbased components of the BSCR standard formula are based on the impact of
instantaneous stresses (equity risiteliest rate and liquidity risk calculated under the
alternative approach, and currency risk), and insurers shall not take credit for future
management actions at the time the stress occurs (i.e. during the stress), due to the
instantaneous nature of thieesses. However, future management actions may be taken
into account after the instantaneous shocks as a response to the shocks.

If management actions are used, the insurer needs to ensure that the effects of specifig¢

management actions are not effediiveounted multiple times when the different
scenario components are aggregated into total capital requirement.

Loss absorbing capacity of future bonuses and other discretionary benefits

For the purpose of preventing dowgleunting, the capital requireant for each risk
should be calculated both gross and net of the-dbssrbing capacity of technical
provisions. That is, the applicable capital charges will be calculated both with (net of)
and without (gross of) management actions. This will allow tatiog the capital
requirement with management actions (i
(Ahgross BSCRO) , by aggregating t he r
requirements using the applicable correlation matrices.

n
e

Thegrosscapital requiement for each applicable risk is obtained as the decrease in the

Net Asset Value as a result of the shock, where the change in liabilities is calculated by
comparing the afteshock gross best estimate liabilities to the base case best estimate
liabilities. The gross capital requirement cannot be less than zero.

Thenetcapital requirement for each applicable risk is obtained as the decrease in the Net
Asset Value as a result of the shock, where the change in liabilities is calculated by
comparing the afteshock net best estimate liabilities to the base case best testima
liabilities. The net capital requirement cannot be less than zero.

ThegrossBSCR (post diversification)d "YO 'Y) is calculated by aggregating the gross
capital requirements using the relevant correlation matrices.

The net BSCR (post diversification}e ¢ YO Yis calculated by aggregating the net
capital requirements using the relevant correlation matrices.

The adjustment to the ECR for the lagdssorbing capacity of technical provisions is then

27

et
S P



0QQ [T ABEDBYO'Y & 6°Y0 KOO

where FDB is the net present value of future bonuses or other discretionary benefits
corresponding to the best estimate calculation. That is, the FDB amount is used as a caf
on the overall credit allowed for in tlvapital requirement calculation.

B5.18 The gross capital requirements per risk shall be calculated by keeping the future
discretionary benefits unchanged at the best estimate (base scenario) level.

B5.19 The net capital requirements per risk shall be calculatedalloyving the future
discretionary benefits to change as a result of a shock.

B5.20 For those risks which are calculated using a falsémed approach, the net BSCR is
defined to be equal to the gross BSCR (with the exception of the dubaisea approach
to interest rate risk, if the durations are calculated by taking management actions into
account).

B5.21 The procedure as described above requires calculating the relevant capital charges twice
with and without management actiogpically, this would mean that the insurer needs
to run two model runs per relevant capital charge. As this may in some cases significantly
increase the workload and/or the time needed to produce the required numbers, a
simplified way t o esadsdasdritzdhxlow, may baiuged.disiss 0
approach requires only one set of model

(i) Obtain the value of guarantédoenefits and future discretionary benefits, separately, in
the base scenafio

(i) Calculate guaranteed bengefand future discretionary benefits, with management
actions, in each applicable shock. This gives the net best estimate liabilities in the shock
scenarios.

(i) To derive the gross best estimate liabilities needed for the gross capital requirement
calculations, add future discretionary benefits from the base scenario to the guaranteed
benefits from the shock scenarios to obtain gross best estimate liabilities in the shock

scenarios.
'A"Guaranteedod benefits here refers to those contractual b e
at its discretion. In particular, it is taken to mean all benefits other than future discretionary benefits.
2Where fibaselined |level of management actions is assumed i

discretionary benefits.

28

nef



Additional Guidance

B5.i.

B5.ii.

BS5.iii.

Guidancei BSCR Model

Regarding the restriction of managementicarst to those actions affecting
liabilities for future discretionary benefits, it is in particular noted that premium
increasesor expense reductions are out of the scope of allowed management
actions.

With regards to paragrapB5.8 it is noted for thesake of clarity that
management actions may be taken immediately after the (instantaneous) stress
has happened (subject to reflecting in the modeling realistic time required to
implement any management action). Loosely put, the stresses are assumed to
happn fAovernight o, and management ac
Aday 10 afterwards.

Both increases and decreases in future discretionary benefits as a result of
shocks should be modelled. In particular, the liability for future discretionary
benefits nay increase as a result of certain shocks: For example, in the interest
rate up shock the effect of higher future (reinvestment) rates may exceed any
negative timed effect on the values of fixeadcome assets, leading to more
profit sharing.

B5.iv.

B5.v.

B5.vi.

B5.vii.

Where applicable, the risk charges per module in the BSCR model are
calculated both with and without management actions. This concerns
principally those market risks that are calculated using shocks.

The Schedules feeding the relevant riskcektions contain input fields for
entering After Shock values for best estimate liabilities both with and without
management actions.

If no management actions are assumed, or if management actions do not affect
a particular Jlinebetbtet iwghb wval th
(where the latter is to be always calculated).

The effect of management actions on the ECR is in principle calculated by
comparing the AGross BSCRO to the @N

3 The overall significance of premium increases is, in any case, mitigated by the fact that if the insurer has the
possibility to change premium at a certain point, then in most cases the cash flows after the said point will fall outside
of the contract boundaries. Hence premium increases would only be relevant where the insurer does have an ability
to change the premiums, but only in a very limited way.
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B5.viii.

B5.ix.

by aggregatingndividual risk charges without management actions, and the
latter is derived by aggregating individual risk charges with management
actions (using the relevant correlation matrices). This is done on the Summary
tab of the BSCR model.

However, to avoid dable-counting the same management actions in multiple
separate risk modules, a cap to the overall credit for management actions needs
to be imposed. The cap is equal to the initial reserve for Future Discretionary
Benefits (FDB), which needs to be enteredell N143on the Summary tab.

The overall adjustment for management actions, subject to the cap, is then

automatically calculated in caN144 of the Summary tab, and gets deducted
from the final BSCR (in ceIlN87).
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B6.1

B6.2

B6.3

B6.4

B6.5

B6. LOOK-THROUGH

Background

Previously lookthrough was allowed in BSCR in concentration risk calculation. To
more properly assess the risks of fund type investments and similar assets (and liabilities)
the lookthrough approach is extended to market risk calculated under a shoclcpp
(equity, interest rate and currency risks). This means looking through funds to the
underlying investments, and considering each of the underlying assets individually in
appropriate risk calculation(s).

As a default option a full lockhrough to uderlying assets should be used. If this is not
achievable, then a number of partial lebkough options are to be considered in turn.
As set out in the next section, these options form the following ladder:

a) Full look-through

b) Partial lookthrough based otarget asset allocation

c) Partial lookthrough based on investment limits

d) No lookthroughi capital charge for other equities/other assets used

Instructions
In order to properly assess the risks inherent in collective investment vehicles, other
investmentspackaged as funds, and other types of assets and liabilities (as defined
below), each of the assets underlying them shall be considered individually (the look
through approach) in the BSCR calculation.

The scope of the loethrough covers the following:

a)

b)
c)
d)
e)

Collective investment vehicles and other investments packaged as funds,
including related undertakings used as investment vehicles;

Segregated accounts assets and liabilities;

Deposit assets and liabilities;

Other sundry assets and liabilities;

Derivatives.

Look-through approach applies to market risk calculated under a shock approach (equity,
interest rate and currency risks) and concentration risk calculations. It also applies to
fund-type investments (as defined in B6.4a) within other cedkulations; for exampje
bond funds in fixed income risk calculation.
a) Lookt hr ough wi | | be all owed for
hol dingso or Aduration basedo
(strategic holdings, duratidmased) equity charge each.

equi f
with u
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B6.6

B6.7

B6.8

B6.9

B6.10

The lookthrough is to be based on the current underlying assets as of the BSCR
valuation date (typically yeand). The valuation of assets and liabilities subject to
application of the look through must be consistent witH=RB8 rules.

Where the full lookhrough approach cannot be applied to collective investment
vehicles or other investments packaged as funds, the capital requirement may be
calculated based on the target underlying asset allocation of the vehicle qréwdied

that such a target allocation is available at a level of granularity necessary for the
calculation, and the underlying assets are managed strictly according to the target
allocation.

Where conditions of paragraf@6.7 are not fulfilled, i.e. a tget allocation does not

exist or it cannot be determined that the assets are managed strictly according to the
target allocation, the capital requirement may be calculated by assuming that the vehicle
or fund first invests, to the maximum extent allowedler its investment limits, in the

asset class with the highest capital charge, and then continues making investments in
descending order until the maximum total investment level is reached. This approach

requires that such allocation limits exist.

Whereno lookthrough is possible and neither the tatigated approach of paragraph
B6.7 nor the limitbased approach of paragrap6.8 can be applied, the whole

i nvest ment shall be treated as an equi
purposes.

Insurers should perform a sufficient number of iterations of the-thodugh approach,
where appropriate (e.g. in the case of fund of funds), to properly capture all material risk.

Additional Guidance

B6.i. To illustrate the application of the lirditased approach of paragrapb.8,

consider the following hypothetical example: For a combination fund having
allocation limits of, say, 50 80 % to equity and 20 % 50 % to investment
grade fixed income, with guity sublimits of 50 1 100 % to European
Economic Area (EEA) equities and (b0 % to Eastern European (RBEA)
equities, the overall allocation would be considered to be 40 % t&EBAN
equities, 40 % to EEA equities, and 20 % to fixed income withg®BB-, in

order to produce the most conservative capital charge consistent with the limits.

B6.ii. Note that, exactly as for directly held investments, instruments resulting from

look-through may need to be considered in several risk calculations if the
instrunent s 0 price I s exposed t o sever
convertible bonds are typically exposed to interest rate, credit (spread), and
equity risk, and would typically need to be included under all three risk
calculations (i.e. interest rate, fokencome, and equity).
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B6.iii.

B6.iv.

Guidancei BSCR Model

B6.v.

B6.vi.

a)

As set out inB6.4, related undertakings used as investment vehicles must be
looked through and the assets underlying them considered individually. In
particular, there is no economic difference in the risk of positions held girectl
on the balance sheet vs. holding the same assets in a separate investment
company instead. Therefore, the treatment and resulting capital charges should
also be the same in both cases.

In the case of longhort funds or leveraged funds, shocks (camitelrges)
cannot simply be applied to the net asset value (NAV) of the fund; instead, the
increased exposure caused by leverage must be taken into account.

a. Inthe case of leveraged funds, where the leverage is implemented e.g. by
borrowing (instead of shodales), the capital charge/shock needs to be
applied to the gross exposure.

b. In the case of longhort funds, only short positions that qualify as risk
mitigating under the BSCR rules ¢
(as described below). Consideetlwo extremes, i.e. all shorts qualifying
vs. none qualifying. If none of the short positions qualify as risk
mitigating, only the long positions are shocked (and the short positions
ignored); whereas if all of the short positions qualify as risk mitigati
both the long and the short positions are shocked (separately) and the
resulting changes in values summed, so that the short positions provide
an offset to the longs. In the former case, the gross long exposure is
considered, while in the latter ca$e tcalculation is effectively on a net
basis (although, to be clear, the longs and shorts are shocked separately
and then added, instead of shocking the net position). If part of the short
positions qualify (and part do not), then only the qualifying short
positions are shockédand therefore provide some offset to the lohgs
in addition to shocking all of the long positions.

When filling in Schedules feeding various risk calculations, the line items and
the associated market vatuentered should already be after ldbtough. That

is, the lookthrough of investments (necessarily) needs to be done outside the
BSCR model, and the resulting numbers entered in the Schedules.

If investments are looketthrough, the amounts shown in fdifent risk
calculations do not match the balance sheet classifications any more.
As a simple example, consider a mixed mutual fund with market value $100,
consisting of 60% equities and 40% cg
classified under equity in the balance sheet (line 2.(c)iii.) and is the only investment.
After look-through, $40 would be entered in Schedule IIB (EBS) under corporate
bonds and $60 under, say, listed equity securities in developed markets. This means
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that the balance sheet shows equity investments of $100, but in the equity risk
calculation the amount @ quities is only $60, corresponding to the true exposure
after lookthrough. Similarly, the balance sheet does not show fixed income
exposure, but the fixed income risk calculation has bonds worth $40 resulting from
the lookthrough.

B6.vii An fl nvestimeindt iRbeccontcab is included
reconciliation between the balance sheet (Form 1/4EBS) amounts and the
amounts in Schedules HBF feeding the risk calculations on one hand; and a
reconciliation between Schedules JIE and the risk alculations (equity,
interest rate risk) on the other hand.

B6.viii. To illustrate the investment reconciliation tab, consider the example of
paragraptlB6.vi.

a) The opening balance on line 1 of the schedule (line 10 in the spreadsheet) would
show the values from thmlance sheet: $0 in intergste sensitive investments (cell
G10), and $100 in equity sensitive investments (cell H10).

b) The adjustments for loetrough could be done in either of two ways:

(i) Entering the net adjustment directly. This would involve sehitrg exposure
of $40 from equity (i.e. entering40 to cell H13) and adding the $40 to bonds
(i.e. entering $40 to cell G12).

(i) Entering full amounts. Under this alternative, first indicate under which
category the investment being lookilough wasclassified in the balance
sheet. In the case of the example, the whole $100 fund investment was under
equity in balance sheet; hence $100 would be entered in cell F13 (balance
sheet amounts reported under equities). However, after looking through, the
actual equity exposure was only $60; this amount would be entered into cell
H13. The remaining $40, corresponding to bonds, would be entered into cell
G12. Entering the original balance sheet amounts under columns E and F
makes the reconciliation formula ren@mthese amounts from the opening
exposure, and then add the actual values resulting frorthookgh back. In
this example, the $100 reported originally under equity in balance sheet is first
removed from equity, and then only the actual equity exposestgting from
look-through ($60) is added back to equity.

c) In either case above the final balances on line 18 of the schedule (line 27 of the
spreadsheet) will show $40 of intereate sensitive investments (in column G) and
$60 of equitysensitive investents (in column H). These should match the amounts
reported in Schedule IIB in the fixed income and equity parts of the Schedule.

B7. DEFINITIONS
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B7.1

B7.2
1)
2)

3)

B7.3
1)

2)

Developed Markets-i Devel oped mar ket so means regu
are members of th@rganization for Economic Goperation and Development (OECD)
or the European Economic Area (EEA), or in Hong Kong or Singapore

Duration based means equity securities listed on developed markets (refer to section
B7.1), held by Longrerminsurersto cover retirement products where:

All assets and liabilities corresponding to the business ardanugpd (Refer to section

B7.5), without any possibility of transfer.

The average duration of the liabilities corresponding to the business hekelibguher
exceeds an average of 12 years.

The equity investments backing the liability are type 1 equity exposures, that is equities
listed on developed markets or preferred shares (PS 6 to PS 8).

Infrastructure i nvest ments ar e darfinfrasewtture moject entity e s {

that meets all of the following criteri

The infrastructure project entity can meet its financial obligations under sustained

stresses that are relevant for the risk of the project.

The cash flows that the infrastructyproject entity generates for equity investors are

predictable.

a) For the purposes of this paragraph, the cash flows generated for debt providers and
equity investors shall not be considered predictable unless all except an immaterial
part of the revenuesatisfies the following conditions:

(i)  One of the following criteria is met:

1. the revenues are availabilibased. That is, the revenues consist primarily of
fixed periodic payments, usually from a public sector authority, and are based
on the availability bproject facilities for use as specified in the contract;
the revenues are subject to rafereturn regulation;
the revenues are subject to takepay contract;
the level of output or the usage and the price shall independently meet one of
the following criteria:

a. itis regulated,
b. itis contractually fixed,
c. itis sufficiently predictable as a result of low demand risk.
(i) Where the revenues of the infrastructurejgct entity are not funded by
payments from a large number of users, the party which agrees to purchase the
goods or services provided by the infrastructure project entity shall be one of the
following:
1. central banks or governments, multilateral develept banks or international
organisations as established in Instructions issued by the Authority;
2. aregional government or local authority as established in Instructions issued
by the Authority;
3. an entity with a BSCR Credit Rating of at least 4;
4. an entiy that is replaceable without a significant change in the level and
timing of revenues.

Hwn
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3) The terms and conditions relating to matters such as the infrastructure project assets and
infrastructure project entity, are governed by a contract [which spetiédaws of the
country under which it is governed] that provides equity investors with a high degree of
protection including the following:

a) Where the revenues of the infrastructure project entity are not funded by payments
from a large number of userbgtcontractual framework shall include provisions that
effectively protect equity investors against losses resulting from the termination of the
project by the party which agrees to purchase the goods or services provided by the
infrastructure project eryi.

b) The infrastructure project entity has sufficient reserve funds or other financial
arrangements to cover the contingency funding and working capital requirements of
the project.

4) The infrastructure assets and infrastructure project entity are looaBsdmuda or in an
OECD member country.

5) Where the infrastructure project entity is in the construction phase the following criteria
shall be fulfilled by the equity investor, or where there is more than one equity investor,
the following criteria shall baulfilled by all of the equity investors as a whole:

a) The equity investors have a history of successfully overseeing infrastructure projects
and the relevant expertise to oversee such projects.

b) The equity investors have a low risk of insolvency, or tieeeelow risk of material
losses for the infrastructure project entity as a result of their insolvency.

c) The equity investors are incentivised to protect the interests of investors.

6) The infrastructure project entity has established safeguards to ensyetian of the
project according to the agreed specification, budget or completion date.

7) Where operating risks are material, they are properly managed.

8) The infrastructure project entity uses tested technology and design.

9) The capital structure of the infrastructure project entity allows it to service its debt.

10)The refinancing risk for the infrastructure project entity is low.

11)The infrastructure project entity uses derivatives only formggation purposes.

Infrastrudure project entity means an entity which is not permitted to perform any other function
other than owning, financing, developing or operating infrastructure assets, and which is used as
the primary source to facilitate payments to debt providers and/equeistors out of the income
generated by such assets.

Infrastructure assets means physical structures or facilities, systems and networks that provide or
support essential public services.

B7.4 Qualifying unlisted equity investmentsi are defined as:
(i) directinvestments in the equity of unlisted companies; or
(i) equity investments in unlisted portfolio companies resulting from thetlookigh of
private equity funds or private equity funds of funds;
where the investments fulfill all of the following conditgn
1. Criteria on (underlying) equity investments

a. Investments are in the common equity of companies that are unlisted.
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b. The companies are established in, derive a majority of their revenues from, and
have the majority of the staff that they employ located in, eligible countries.
Eligible country here is defined as Bermuda or a country such that, if the company
was listed irthe stock exchange of the country, the listed equity of the company
would qualify as Type 1 equitgs set out in these Instructions

c. The companies have been larger than a ssmadld enterprise in the last three
years.

i. Forthe purposes of this paragrapha ® $ m&Ildl ent er pri seo
enterprise which employs fewer than 50 persons and whose annual turnover
and/or annual balance sheet total does not exceed USD 10 million.

2. Criteria on vehicle (only for funtlype investments)

a. The fund is closg-end.

b. The fund does not use leverage, with the following exceptions which are allowed:

I.  borrowing arrangements entered into if these are temporary in nature and are
fully covered by contractual capital commitments from investors in the fund,;

ii.  derivative nstruments used for currency hedging purposes that do not add
any incremental exposure, leverage or other risks.

c. The fund meets the following requirements:

i.  The fund invests in unlisted companies, listed companies that are to become
unlisted as a resulf the investment made by the fund or listed companies as
the temporary consequence of exiting the investment.

ii.  The investment strategy includes the intention to remain invested in the
underlying companies for a number of years.

iii.  The manager of the fund htee power to appoint a director to the Boards of
the underlying companies and takes an active role in the governance of the
company with the aim to bring about a significant development or
transformation.

d. The insurer has all the information necessarmgstess the performance of the fund
manager (e.g. profit & loss, cash flows and profits of the portfolio companies at a
meaningful level of aggregation) and continues to get the information on a timely
basis.

e. The insurer invests through several indepentied managers to avoid undue
concentration.

3. Criteria on own risk management

a. Fundtype investments: the following requirements should be met:

i.  The insurer computes the portfolio beta whenever BSCR is calculated.

ii.  The insurer follows a due diligence process prior to investing in the fund,
including but not limited to:
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b.

1. qualitative and quantitative analysis of the companies in which the
manager has invested with its prior funds;
2. obtaining information on how the funsl managed and the processes
followed before investing.
iii.  The insurer assesses the fitness of the fund manager orgaingrbasis.
iv.  The insurer benchmarks the performance of the fund against comparable
funds.
v. There are regular and reliable reportinge$iroetween the fund manager and
the insurer.
vi.  The insurer is able to challenge the investment decisions made by the fund
manager (this implies that the fund manager provides sufficient information
on the underlying assets).

vii.  The insurer verifies that theanager of the fund regularly interacts with the

management teams of the companies the fund invests in.
Direct investments: the following requirements should be met:
I.  The insurer computes the beta whenever BSCR is calculated.

4. Similarity criterion
a. The approach can only be applied for portfolios where any equity investment does

b.
C.

not represent more than 10 % of the portfolio value.

The approach cannot be applied to financial companies.

The beta of the unlisted equity portfolio is determined viadhewing steps:

I.  The hypothetical beta for each individual unlisted equity investment is
calculated using the function set out below.

ii.  The portfolio beta is calculated as the average of the individual betas
weighted by the book values of the equity investments.

The beta for direct unlisted equity investments is calculated in the same way as the

beta for individual portfolio companies al®

The similarity criterion is met if the beta of the portfolio or direct investment does

not exceed a cff value of 0.80.

The beta for an individual unlisted equity investment is calculated with the

following formula: beta = 0.9478 0.34%4*AvgGrossMargin +

0.0139*TotalDebt/AvgCFQ 0.13%*AvgROE; where AvgGrossMargin =

Average Gross Margin, TotalDebt = Total Debt, AvgCFO = Average Cash Flow

from Operations, AvgRoe = Average Return on Common Egaityhe numbers

should be entered aercentages/daunials e.g. a ROE figure of 15% (i.e. 0.155

in decimal formwould be entered a#556 i n t he f or mul a.
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g.ln the above formula, AAvgO means aver
financial years. If this information is not available, the valubatend of the last
financial year has to be used.

The value of unlisted equity investments to which the lower capital charge is applied shall not
exceed 5% ofhe market value of all investments.

B7.5
1)

2)

3)

B7.6

B7.7

Ring-fencedshall be defined as assets and liabilities that:

are managed and organised separately from otherTLeng business of the LoAberm
insurer,

are recorded as a separate (internal) financial reporting segment within th&d¢romg
insurero6s gamdheral account

have sufficient general account capital allocated to satisfy BSCR requirements on a
standalone basis.

Selected Mutual funds- defined as units or shares of alternative investment funds
authorised as European Lofigrm Investment Funds in accordamwith Regulation (EU)
2015/760, of 29th April 2015, or units or shares of collective investment undertakings
which are qualifying social entrepreneurship funds in accordance with article 3(b) of
Regulation (EU) 346/2013, of 17th April 2013 or units orrelaf collective investment
undertakings which are qualifying venture capital funds as referred to in Article 3(b) of
Regulation 345/2013 of 17th April 2013, and units or shares of clsgeld and
unleveraged alternative investment funds where thosmaiiee investment funds are
established in the European Union or, if they are not established in the European Union,
they are marketed in the European Union according to Articles 35 or 40 of Directive
2011/61/EU of 8th June 201Ahs well as other similarlpurposed investment funds
approved by the Authority 0

Strategic holdingsi A qualifying strategic holding must fulfil all of the following

criteria:

a) The investing company holds at least 20 % of voting rights or share capital in the
investment or is ableo demonstrate it has significant influenes defined by the
applicable GAAPpver the investment.

b) The value of the equity investment is likely to be materially less volatile than the
value of other equities as a result of both the nature of the inmestamd the
influence exercised by the participating company;

c) The nature of the investment is strategic, taking into account:

(i) the existence of a clear decisive strategy to continue holding the participation for
a long period;

(i) the consistency of such strgyewith the main policies guiding or limiting the
actions of the participating company; and where the company is part of a group,
the consistency of such strategy with the main policies guiding or limiting the
actions of the group;

(ii) the ability of the compay to continue holding the participation;

(iv)the existence of a durable link.
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Cl1

Cl.2

C13

Cl4

C.STATUTORY STATEMENTS AND BSCR SCHEDULES

Cl. FORMS 1SFS, 2SFS, 8 AND FORM 1EBS

Background

The statutory balance sheet (Form 1SFS), statutory statement of income (Form 2SFS),
andstatutory statement of capital and surplus (Form 8SFS) shall be completed by the
insurer in accordance with the filing guidance relating to these Forms found in the
Insurance Accounts Rules 2016

Additionally, the insurer must ensure that amounts reported in these forms correspond
to the general purpose financial statements (condensed general purposed financial
statements fo€lass 3A,Class C andClassD insurers) less prudential filters such as
prepaid expenses, and intangible assetsgaadwill, where appropriate.

For insurers that have no change in valuations freemaonsolidated and consolidated
basis theinsurer is to provide details in thmconsolidatedcolumn only and a note in
the submission tab indicating there is no valuation differences between
unconsolidated and consolidated basis.

The Economic Balance Sheet (Form1EBS shall be completed by the insurer in
accordance with the filig guidance relating to this Form found time Prudential
Standard Rules

Additional Guidance

Fiqgures are to be Reported in Thousand U
CL1l.i. Although the insurer does not neetepare its financial statements in thousands

units, the Authority requires insurers to report its statutory financial statements and

economic balance sheet in thousands as this impacts the capital charges calculated ir]

the BSCR model. Theinsurermayaat h i t s Statutory Finan

Attachmentso to provide the BMA with a

Future Operating Lease Payments
Cl.i.For the 2019 yeaend and beyond, insurers that have future operating lease
payments are to gross up their balance sheet for the right of use assets and a leas
liability equivalent to the discounted value of future payments under an operating
leaseonly if the underlying assets being leased is a tangible asset.
Further in the Schedule V(e) stress test scenarios, lease liability should be
included in the following scenarios:
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http://www.bma.bm/legislation/Insurance/Insurance%20Account%20Rules%202016.pdf
http://www.bma.bm/legislation/SitePages/Insurance.aspx
http://www.bma.bm/legislation/SitePages/Insurance.aspx

1 Interest Rate Stress Scenario;
1 Expected Inflation Stress Scenario;
1 Foreign Exchang stress (where relevant);

l nsurers are to report the right of
Sundry Assetso and on Schedule I 1 F 7
Line 28 fAOther Equities / Other Asse

Technical Provision Calculationi Risk Margin Calculation

C1l.iii.For_reporting periods where the financial yead falls within the BSCR
transitional period, insurers are to determine the risk margin using projected future
BSCRs that take into account the +uoififi of the transitional rules. it is, the risk
margin should be determined by projecting both thebalsis BSCRs and the new
basis BSCRs into future, and applying the appropriate transitional weights at each
future yearend within the projection to calculate the future transitional BS@at
are then used in the Risk Margin calculation. After the transitional period ends in the
projection, the nevbasis BSCRs are to be used.
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C21

Cc2.2

C2.3

C2.1a.

C2.1b.

C2. SCHEDULE OF FIXED INCOME AND EQUITY INVESTMENTS BY
BSCR RATING (SCHEDULE II)

Background

The schedule of fixed income and equity investments by BSCR r@uigedule ),
provides a br e akbdnwédeleritureand equity mvestneentd by
both investment category (Corporate & Sovereign Bonds, Residential MoBgaged
Securities, Commercial MortgagBacked Securities/Ass&acked Securities and Bond
Mutual Funds) an8SCR ratinggRatings 68).

This schedulapplies a capital charge based on the type of category and rating of the
security held, which is aggregated in the fixedome and equity risk tab. Further this
information provides theBMA with the type and quality oinvestmeng held for
assessing the insurerds mar ket hissclsedule | t
alsoserveas a pr o x y sliquiditytpodsigon whersassessad &ith the Schedule

of Funds Held by Ceding Reinsurers in Segregated Accounts / Trusts by BSCR Rating
(Schedule 11A) and Interest Rateiquidly Risk Charge

ltems

The Schedule is broken into three separate sections fohe total of each should
correspond to a specific balance reported in FldEBSand UnconsolidateBorm 1SFS
for the relevant year:

a. Quoted and unquoted bonds and debentirdsi ne 10, Col umn
corresponds téorm1EBSand Unconsolidated ForSFS Line 2(b) and 3(b);
b. Quoted and unquoted equitied i ne 21, Col umn ( 9Form6 To't

1EBSand Unconsolidated Form 1SHSne 2(d) and 3(d); and

c. Mortgage loans Li ne 26, Col umn ( 1)ormplEBSamdl 6 c

Unconsolidated Fon 1SFS Line 5(c).

Instructions Affecting Schedule Il

Fixed income investments, both quoted and unquoted, sheditegorisednto corporate
bonds and sovereign bonds, residential mortdeegked securities, commercial mortgage
backed securities/asdeticked securities, and bond mutual funds and classified by BSCR
rating;

Equity investments, both quoted and unquoted, shatlabegorisednto common stock,
preferred stock and equity mutual funds;

42

(9
al

or



C2.1c.

C2.1d.

C2.1e.

C2.1f.

C2.1g.

C2.1h.

C2.1i.

Preferred stock shall be classified by BSCR rating;

Sovereign debt issued by a country in its own currency that is ratedrAsetter shall be
classified under BSCR rating O while all other sovereign bonds shall be classified in a
similar manner as corporate bonds;

Debt issued by governmeatvned and relted entities that were explicitly guaranteed by
that government, with the exception of mortgégeked securities, shall be assigned a
BSCR rating of 0;

Bond mutual funds shall be classified based on the underlying bond ratings as advised by
the fundmanager equity mutual funds shall be classified in a similar manner as direct
equity investments

Money market funds shall b#assified by the underlying credit security based on the
BSCR rating prescribed in Schedule Xk6d

Amounts @e to be repded onbothanunconsolidateénd consolidateBBSbasis.

BSCR Ratings

Thefollowing process will apply to determine the BSCR rating classifications:

l.Use the | owest BSCR rating comparabl e
AM Best.

2. Insurergnay select additional BMA named rating agencies tofuse those included
in the table in the next paragraubject to the following:

a) The additional BMA named rating agencies are Dominion Bond Rating
Service, Egan Jones Rating Company, Japan CratitdRAgency, Kroll
Bond Rating Agency, and Morningstar Credit Ratings.

b) Insurers must document the selection process of credit rating agencies.
c) Insurers must use the selected rating agencies and their ratings in a
consistent manner over time. There mustabdocumented process for

making any changes to the list of selected rating agencies and how ratings
are selected.

d) The selection process and its outcome must be approved by senior
management.

e) The lowest BSCR rating comparable to the ratings of all thectsel
rating agencies, including the rating agencies from step 1, is used.

3. For any fixed income instruments for which a credit rating is not available from any
of the rating agencies named in step 1 o
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may elect to either leave the assets as unrated (i.e. BSCR rating 8) or obtain the BSCR
rating from the NAIC SVO rating.

C2.1j. The tablebelow contains, for each credit rating agency, the rating categories for which
their ratings are allowed for BSCR purpogesnar ked with o6Xd). Addi
SVO ratings may be applied for otherwise unrated agseiscordance with the previous
paragraph.
. . Government
AT Issuers of securities, municipal
oS | ol | oo, | e, | b | assetbecked | securtes, forigr
dealers securities government
securities

Moodyos Ini g X X X X X

Service

Standard and

Poords* u.s. X X X X X

Fitch Ratings* us. X X X X X

Dominion Bond u.s. X X X X X

Rating Service*

A.M. Best

Company* u.s. X X X

Mor_nlngstar Credit us. X X X

Ratings*

Kroll Bond Rating

Agency* u.s. X X X X X

Egan Jones Rating

Company* u.s. X X X

iapan C*redlt Rating Japan X X X X

gency

*) As determined by the SEC.

C2.1k. The mapping otreditratings to BSCR ratings are:

BSC_:R Standard &A Moody  AMBest Fitch

Rating Poor o
1 AAA Aaa aaa AAA
2 AA+ to AA- Aal to Aa3 aa+ to aa AA+ to AA-
3 A+ to A- Alto A3 at+toa A+ to A-
4 BBB+ to BBB- | Baal to Baa3| bbb+ to bbb | BBB+to BBB-
5 BB+ to BB- Bal to Ba3 bb+ to bb BB+ to BB-
6 B+ to B- B1 to B3 b+tob B+ to B-
7 CCC+to CCE| CaaltoCaa3| ccc+tocce | CCC+toCCE
8 Below CCC Below Caa3 Below cce Below CCGC
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BSCR Japan Credit | Morningstar
Rating KBRA DBRS EganJones RatiF;]gAgency Credit R%tings
1 AAA AAA AAA AAA AAA
2 AA+ to AA- AA (High) to AA (Low) AA+ to AA- AA+ to AA- AA+ to AA-
3 A+ to A- A (High) to A (Low) A+ to A- A+ to A- A+ to A-
4 BBB+ to BBB- | BBB (High) to BBB (Low) | BBB+ to BBB- | BBB+ to BBB- | BBB+ to BBB-
5 BB+ to BB- BB (High) to BB (Low) BB+ to BB- BB+ to BB- BB+ to BB-
6 B+ to B- B (High) to B (Low) B+ to B- B+ to B- B+ to B-
7 CCC+to CCC | CCC (High) to CCC (Low) CCC+to CCC| CCC+to CCEC | CCC+to CCC
8 Below CCC Below CCC (Low) Below CCC Below CCC Below CCC
BSCR | yaic svo
Rating

1 -

2 -

3 1

4 2

5 3

6 4

7 5

8 6

C2.1l. A BSCR rating of 0 (not included above) has been provided for certairghahty fixed

income investments, specifically sovereign bonds and bond mutual funds.

Additional Guidance

Applying a BSCR Rating to Ungquoted Internally Rated Investments

C2.i.

Insurers that have developed an internal rating for unquoted investments shall

apply a BSCR rating of 8. However if an insurer would like to request
permission to use ameivalent scale of these investments in their BSCR filing,

the insurer shall request such permission in writing to the BMA and include
details on the internal rating assessment and a proposed equivalent scale to the
BSCR Rating scale. Only upon approvaalsinsurer reclasty an unquoted
investment from BSCR Rating 8.

GNMA, FNMA and FHLMC are not eligible for BSCR Rating 0

C2.ii.

Securities
by a country in its own currency that is rated-A&xb et t er 0,

t hat

have

BSCR

rat.

ng O

Authority would like to acknowledge that Government National Mortgage
Association (GNMA), Federal National Mortgage Association (FNMA) and
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Federal Home Loan Mortgage Corporation (FHLMC) are not eligible for the
sovereign bond classifation BSCR Rating 0 and shall be reported under
MortgageBacked Securities (MBS). While the Authority acknowledges that an
explicit government guarantee applies to the credit risk for GNiAred
mortgages uncertainty remains with the timing of the nageg loan
repayments. Consequently, the Authority does not extend the sovereign debt
treatment to MBS.

Mortgage BackedSecuritiesto use NAIC Rating

C2.iii.

Mortgage Backed Securities do not always adequately reflect the risk associated
with being held at lessdim par value. For this reason, the National Association
of Insurance Commissioners (NAIC) has modeled these bonds and provides US
insurers with a rating reclassification. The Authority shall allow insurers the
option to use these reclassifications whemmarisingtheir portfolio. Instances
where an instrument has a rating from a rating agency that would putitin BSCR
ratings classes-2, and it has also been classified as NAIC ratings class 1
(equivalent to BSCR ratings class 3), then the better BSCRysatiass may

be selected. The Authority requires insurers to provide a separate summary of
the Form 1SFS value by BSCR rating class, both before and after the
adjustment.

TheNAIC reclassifications oMBS will be assigned to the BSCR Ratings Classes
according to the following table:

BSCR NAIC
Rating (for Mortgaged Backed
Class Securities Only)

0

1

2

3 1

4 2

5 3

6 4

7 5

8 6

Some RMBS bonds are not directly modeled by the NAIC, including dogldsy

insurers tht do not have a United States presence. The NAIC provides a documented
four-step process as part of its SSAP No. 43R for reclassifying such bonds based on their
rating and their Form 1SFS value relative to par. The Authority shall abbowpanies to
optionally follow this process in classifying bonds that have not been formally

reclassified by the NAIC.
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C3.1

C3.2

C3.3

C3.4

C3.5

C3. SCHEDULE OF FUNDS HELD BY CEDING REINSURERS IN
SEGREGATED ACCOUNTS/TRUSTS BY BSCR RATING (SCHEDULE
lIA)

Background

To assess the risk of amounts reported in Funds Held By CRelingurers (FormEBS

Line 12(c)), the Authority requires insurers to determine the arrangement that the funds
are being held. In the event of default, if the reinsurer bears the risk cfstbies aeld,

then these amounts are to be reported on Schedule XK\&thedule of Particulars of
Ceded Reinsurance; if thasurerbears the risk (as well as the market risk of the
valuation of investments), then these amounts are to be reported in $chHédul
Schedule of Funds Held by Ceding Reinsurers in Segregated Accounts/Trusts By BSCR
Rating.

The Schedule ofFundsHeld by Ceding Reinsurers inSegregatedAccountsirusts by
BSCRRatingd Schedule IIAd provides the BMAwith details to assess the gpnd
guality ofinvestmentield by requiring the insurer to allocate the balances by investment
category and BSCR Rating (similarittvestmentseported orSchedule Il). Further the
balances reported on Schedule IIA also are used in the calculationefdnterest
Rate/Liquidity Risk and Cash and Cash Equivalents exposure.

The investmentategorisatiomnd BSCR ratings shall be based on the same rating scale
and principles as those found on Schedule II.

ltems

The Schedule is broken into four sepasaetions as follows:
a. Quoted and unquoted bonds and debentures;

Quoted and unquoted equities;
Otherlnvestment

Mortgage loansand

Cash and time deposits

® oo

Instructions Affecting Schedule IIA

All funds held by ceding reinsurers (as reflected in FeEBS, Line 12(c) and Form
1SFS, Line 12) in segregated accounts/trusts with identifiable assets, such as fixed
income investments, equity investments, mortgage lo#mst, investmentand cash and

cash equivalents, shall be included here;
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C3.6 Fixed incomenvestments, both quoted and unquoted, shaabegorisedhto corporate
bonds and sovereign bonds, residential mortdmpiked securities, commercial
mortgagebacked securities/asdeficked securities, and bond mutual funds and
classified by BSCR rating;

C3.7 Equity investments, both quoted and unquoted, shaategorisednto common stock,
preferred stock and equity mutual funds;
C3.8 Preferred stock shall be classified by BSCR rating;
C3.9 BSCR ratings shall be determined in the manner specified in the instisietifecting
Schedule [}
C3.10 Sovereign debt issued by a country in its own currency that is ratedrAzetter shall

be classified under BSCR rating O while all other sovereign bonds shall be classified in
a similar manner as corporate bonds;

C3.11 Debt issuedby governmenbwned and related entities that were explicitly guaranteed
by that government, with the exception of mortgageked securities, shall be assigned
a BSCR rating of 0;

C3.12 Bond mutual funds shall be classified based on the underlying bondsrasradvised
by the fund manager; equity mutual funds shall be classified in a similar manner as direct
equity investments

C3.13 Money market funds shall lmdassified by the underlying credit security based on the
BSCR rating prescribed in Schedule Xlahd

C3.14 Amounts are to be reported bothamunconsolidateénd consolidated EBlsasis.

Additional Guidance

Additional Guidance for assessing the Funds Held By Ceding Reinsurer Arrangement

C3.i. For funds held by ceding companies, the capital risk chargaslated by the
nature of the arrangement.

1 Where specific assets have been allocated for the benefit of the reinsurer, such
that the reinsurer bears market risk on those assets, the Authority requires
insurers to look through to the underlying assetd raport these balances on
Schedule 1lA. This effectively adds to the fixed income risk and equity risk
modules similar to Schedule II.

1 Where there are no specific identified assets, the reinsurer is effectively in a
similar position to a typical cedawith reinsurer exposure, and the amounts
will thus be treated similarly to reinsurance recoveries and shall be reported
on Schedule XVIII Particulars of Ceded Reinsurénstther, the rating for
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reinsurance exposures should be based on the financialtstratiggs of the
insurer.

Applying a BSCR Rating to Ungquoted Internally Rated Investments

C3.ii.

Insurers that have developed an internal rating for unquoted investments shall
apply a BSCR rating of 8. However if an insurer would like to request
permission tause an equivalent scale of these investments in their BSCR filing,
the insurer shall request such permission in writing to the BMA and include
details on the internal rating assessment and a proposed equivalent scale to the
BSCR Rating scale. Only upon appal shall insurer reclag an unquoted
investment from BSCR Rating &or funds held by ceding companies, the
capital risk charge is calculated by the nature of the arrangement.

Reporting Hedge Funds

C3.iii.

When reporting hedge funds on Schedulendurersmay not have the exact
details of the underlying assets that the funds are held in. In these instances, the
Authority advise to allocate on a proportionate basis of the balance of the
portfolio to the approved investment guidelines of the hedge fungrandle

in the Attachment section the methodology used when reporting these figures.
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Background
C4.1 The schedule of net loss and loss expense provisions by line of busirgzssedule Il
O provides a breakdown of an insurerdés n
lines of business. The BMA has identified and defined 24 statutory lines of business.
C4.2 Line item 25 O6Totalé of Schedule 1I11 f
correspondo the balance reported in Unconsolidated Form 1SFS, line ai{dgorm
1EBS, line 17(djor the relevant year.
Instructions Affecting Schedule Il

C4.2a Amountsshall be reported on both a unconsolidaiadconsolidatedEBS basis except
for the Supplemental Notes to Form 1EBS which shall be reporte@&B& basis only;

C4.2b The same definition below shall be applied to both proportional andpnagportional
statubry lines of business below;

C4.2c Wherethe BSCR risk factor charges differ in (a), insurers shall make a distinction when
completing the statutory filing and using the BSCR model;

C42d St atutory |l ines of Dbusiness shaisdnlytblee mut
placed into ARetro propertyo as prescr.i
statutory lines, etc.);

C4.2e Insurersmay in good faith determine the allocation of the statutory lines;

C4.2f Wherean insurance contract involves multiple linte insurer shall assign to the various
lines in accordance with the proportions written;

C4.2g Wherean insurer is unable to make the determination in instruction (e), the business shall
be allocated to the line with the highest proportion;

C4.2h Wherethe insurer is unable to make the determination in instruction (f), then the business
shall be assigned to the line with the highest capital risk charge; and

C4.2i The support and assumptions used by senior management shall be made available for

C4. SCHEDULE OF NET LOSS AND LOSS EXPENSE PROVISIONS BY
LINE OF BUSINESS (SCHEDULE Il1)

reviewby theBMA.
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Statutory Lines of
Business

(Proportional and
Non-Proportional)

Line of Business Mappings & Definitions

Property Catastrophe

Property catastrophd coverage of damage arising from a peril that triggers an ¢
(or events) that causes $2ilion or more indirect insured industry losses to prop
(or a |l oss value i n accordance wi't
may affect a significant number of policyholders and insufeggeril could be
hurricane, earthquake, tsuniaiend tornado.

Property

U.S. propertyd coverage of U.S. risks including buildings, structures, equipn
business interruption, contents and All Risk (not included in other categories) |
losses.

Crop / agricultured coverage of risks including onshore/offshore farms, livest
agriculture and other food production related losses.

International propertyd coverage of notJ.S. risks including buildings, structure
equipment, business interruption, contents and Rk (not included in othe
categories) related losses.

Personal Accident

Personal accidend coverage of risks arising from an accident that causes Io
sight, loss of limb, other permanent disablement or death, including related n
expenses, et

Aviation Aviation d coverage of risks arising from airport, fleet, or satellite property
operationgelated losses.

Credit / Surety Credit / suretyd coverage of risks arising from various types of guaran
commercial surety bonds, contrachmnds and various creditlated losses.

Energy Offshore / Energy offshore / mariné coverage of risks arising from offshore exploration

Marine production, refining, power generation and/or cargo, hull and other nratated
losses.

U.S. Casualty U.S. casualty motod coverage of U.S. risks arising from injuries to person

damage of the property of others and/or legal liability imposed upon the insur
motor related activities/actions, including auto liability.

U.S. casualty generald cowerage of U.S. risks arising from injuries to person
damage of the property of others and/or legal liability imposed upon the insur
nonmot or rel ated activities I ncl udi
compensation.

Terrorismd coverage brisks arising from acts of both certified and uncertified :
of terrorism (e.g. the calculated use or threat of violence against civilians to &
an objective(s)) and related losses association with act of terrorism.

Otherd business that does not fit in any other category.
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U.S. Professional

U.S. casualty professionaB coverage of U.S. risks arising from injuries to pers
and/or legal liability imposed upon the insured as a professional (e.g. Directg
Board, etc.) for negligent or fraudulent activities.

U.S. Specialty

U.S. casualty medical malpracticd coveaage of U.S. risks arising from injuries
persons and/or legal liability imposed upon the insured as a medical professiq
negligent (or other) medical related activities.

International Motor

International moto® coverage of noiJ.S. risks arisingrom injuries to persons ¢
damage of the property of others and/or legal liability imposed upon the insur
motor related activities/actions, including auto liability.

International Casualty
Non-Motor

International casualty nemotord coverage of antU.S. risks arising from injurie
to persons or damage of the property of others and/or legal liability imposed uf
insured for normotor related activities/actions, including professional, medical
workersd compensati on.

Retro Property

Retro poperty 0 retrocession cover for risks including buildings, structu
equipment, business interruption, contents and All Risk (not included in
categories) related losses.

Retro casualtyd retrocession cover for risks arising from injuries to pessor
damage of the property of others and/or legal liability imposed upon the insur
motor and nommotor related activities including theft, fraud, and negligence, et

Structured / Finite
Reinsurance

Structured / finite reinsurana® limited risktransfer contract comprising reinsurar,
cover where there is not both significant relative timing AND significant relg
underwriting risk transfef there may be either significant timing OR signific
underwriting risk transfeir OR a significant reltive economic loss may be possi
but not probable (extremely remoiehot including certain catastrophe covers, |
earthquake, where the probability of a loss event is also remote.

Health

Health & coverage of care, curative or preventive medical treatment or fine
compensation arising from illness, accident, disability, or frailty, including hos
physician, dental, vision and extended benefits.
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C5.1

C5.2

C5.2a For each line of business, the net loss reserves for the current year stated in Schedule Il

C5.2b Amounts shall be reported on a consolidd&&®E basis only

Background

Instructions Affecting Schedule I11A

C5. SCHEDULE OF GEOGRAPHICAL DIVERSIFICATION OF NET LOSS
AND LOSS EXPENSE PROVISIONS (SCHEDULE IlIA)

The schedule of geographical diversification of net loss and loss expense pra¥isions
SchedulellA 6 provi des a breakdown of an ins
provisions by statuty lines of business and by geographical location. The BMA has
identified and defined 24 statutory lines of business and 18 statutory geographical zones.

Lineitem25 6Total é of Schedule 111 A for net
correspond tohe balance reported in Form 1EBS, line 17(d) for the relevant year.

may be split between the 18 geographic zones set bdlancluded, the total of amounts

in zones 118 for a givenine of business shall equal the corresponding amount of net

loss reserves shown in Schedule BBY);

Underwriting Zone Location
Zone 1 - Central & Armenia, Azerbaijan, Bahrain, Georgia, Iraq, Israel, Jordan, Kazakhstan,
Western Asia Kuwait, Kyrgyzstan, Lebanon, Oman, Palestinian, Qatar, Saudi Arabia, Saudi

Arab Republic, Tajikistan, Turkey, Turkmenistan, United Arab Emirates and
Uzbekistan

Zone 2 - Eastern Asia China, Hong Kong, Japan, Macao, Mongolia, North Korea, South Korea, and

Taiwan

Zone 3 - South and Afghanistan, Bangladesh, Bhutan, Brunei Darussalam, Cambodia, India,

South -Eastern Asia Indonesia. Iran, Lao PDR, Malaysia, Maldives, Myanmar, Nepal, Pakistan,
Philippines, Singapore, Sri Lanka, Thailand, Timor -Leste, and Vietnam

Zone 4 - Oceania American Samoa, Australia, Cook Islands, Fiji, French Polynesia, Guam,
Kiribati, Marshall Islands, Micronesia, Nauru, New Caledonia , New Zealand,

Niue, Norfolk Island, N. Mariana Islands, Palau, Papua New Guinea, Pitcairn,
Samoa, Solomon Islands, Tokelau, Tonga, Tuvalu, Vanuatu, Wallis & Futuna

Island
Zone 5 - Northern Algeria, Benin, Burkina Faso, Cameroon, Cape Verde, Central African
Republic, Chad, Cote d' Ivoire, Egypt, Gambia, Ghana, Guinea, Guinea -Bissau,

Liberia, Libya, Mali, Mauritania, Morocco, Niger, Nigeria, Saint Helena,
Senegal, Sierra Leone, Sudan, Togo, Tunisia, and Western Sahara

Zone 6 - Southern Angola, Botswana, Burundi, Democratic Republic of Congo, Comoros, Djibouti,
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Africa

Equatorial Guinea, Eritrea, Ethiopia, Gabon, Kenya, Lesotho, Madagascar,
Malawi, Mauritius, Mayotte, Mozambique, Namibia, Republic of Congo,
Reunion, Rwanda, Sao Tome & Principe, Seychelles, Somalia, South Africa,
Swaziland, Uganda, United Republic of Tanzania, Zambia, and Zimbabwe

Zone 7 - Eastern
Europe

Belarus, Bulgaria, Czech Republic, Hungary, Moldova, Poland, Romania,
Russian Federation, Slovakia, and Ukraine

Zone 8 - Northern
Europe

Aland Islands, Channel Islands, Denmark , Estonia, Faeroe Islands, Finland
Guernsey, Iceland, Republic of Ireland, Isle of Man, Jersey, Latvia, Lithuania,
Norway, Svalbard, Jan Mayen, Sweden, United Kingdom

Zone 9 - Southern
Europe

Albania, Andorra, Bosnia, Croatia, Cyprus, Gibraltar, Greece, Italy , fYR of
Macedonia, Malta, Montenegro, Portugal, San Marino, Serbia, Slovenia, Spain,
and Vatican City

Zone 10 - Western Austria, Belgium, France, Germany, Liechtenstein, Luxembourg , Monaco,
Europe Netherlands, and Switzerland

Zone 11 - Northern Bermuda, Canada, Greenland, and St Pierre & Miguelon

America (Excluding

USA)

Zone 12 - Caribbean & | Anguilla, Antigua & Barbuda, Aruba, Bahamas, Barbados , Belize, British

Central America

Virgin Islands, Cayman Islands, Costa Rica , Cuba, Dominica, Dominican, El
Salvador, Grenada, Guadeloupe  Guatemala, Haiti, Honduras, Jamaica,
Martinique, Mexico, Montserrat, Netherlands Antilles, Nicaragua, Panama,

Puerto Rico, St -Barthelemy, St Kitts & Nevis, St Lucia, St Martin, St Vincent,
Trinidad & Tobago, Turks & Caicos Islands, and US Virgin Islands

Zone 13 - Eastern
South America

Brazil, Falkland Islands, French Guiana, Guyana, Paraguay, Suriname, and
Uruguay

Zone 14 - Northern,
Southern and Western
Sout h America

Argentina, Bolivia, Chile, Colombia, Ecuador, Peru, and Venezuela

Zone 15 - North -East
United States

Connecticut, Delaware, District of Columbia, Maine, Maryland, Massachusetts,
New Hampshire, New Jersey, New York, Pennsylvania, Rhode Island, and
Vermont

Zone 16 - South -East
United States

Alabama, Arkansas, Florida, Georgia, Kentucky, Louisiana, Mississippi, North
Carolina, Puerto Rico, South Carolina, Tennessee, Virginia, and West Virginia

Zone 17 - Mid -West
United States

lllinois, Indiana, lowa, Kansas, Michigan, Minnesota, Missouri, Nebraska,
North Dakota, Ohio, Oklahoma, South Dakota, and Wisconsin

Zone 18 - Western
United States

Alaska, Arizona, California, Colorado, Hawaii, Idaho, Montana, Nevada, New
Mexico, Oregon, Texas, Utah, Washin  gton, and Wyoming
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C6. SCHEDULE OF PREMIUMS WRITTEN BY LINE OF BUSINESS
(SCHEDULE IVA)

Background
C6.1 The schedule of premiums written by line of busin@s$chedule IVAd provides a
breakdown of an insurerods gross $atuomi ums

lines of business. Insurers are required to separate gross premiums written into
ounrel atedd and Orelatedd business acco
business.

Instructions Affecting Schedule IVA

C6.1a Gross premiums written is the amount of gross premiums written during the relevant year
and the O6Totald on Line 25 should corres
andConsolidated-orm 2SFS, Line 1(c) for the same relevant year; and

C6.1b Net premiums written is gross premiums written in instruction (a) less reinsurance
premiums ceded during the relevant year
to the balance reported in Unconsolidaded Consolidated=orm 2SFS, Line 3 for the
same relevaryear.

Additional Guidance

Reporting Premiums as Unrelated or Related

C6iWhen reporting the gross premiums as Al

the following:

9 Schedule ofzeneral Businessr®miums Unconsolidatedthe insurer should look
att he nature of the contract and not &I
writes to an affiliate, then the insurer should include this as related business, if the
business is not connected to any affiliate within the insurance group, themathis s
be reported as unrelated.

1 Schedule ofGeneral BusinesBremiums Consolidatedt he i nsur er sh
t hrougho t o t he underl ying policyho
categorisatiorbased on its relationship with the underlying policyholder. ¢ th
insurer writes to an affiliate (or any affiliate within the insurance group), then the
insurer shall look through the underlying risk and if it isrd@arty, then this shall
be includedas unrelated business. Otherwise this is included as related risk.

55

O C



C7. SCHEDULE OF GEOGRAPHIC DIVERSIFICATION OF NET
PREMIUMS WRITTEN (SCHEDULE IVC)

Background
C7.1 The schedule of geographic diversification of net premiums witteSchedule VG
provides déoreakdowro f an i nsurerds net premiums wri

and by geographical location. The BMA has identified and defined 24 statutory lines of
business and 18 statutory geographical zones.

C7.2 Line item 25 06Tot atlp@miuns wrienkshewddcorrespdnd/t€thef o 1
balance reported in Consolidated Form 2SFS, line 3 for the relevant year.

Instructions Affecting Schedule IVC

C7.2a For each line of business, the net premiums written for the current year stated in Schedule
IVA may be split between the 18 geographic zones set below. If included, the total of
amounts in zones-18 for a givedine of business shall equal the corresgagdamount
of net premiums written shown in Schedule IVA.

C7.2b Amounts shall be reported on a consolidated basis only.

Additional Guidance

C7.2c When allocating the premiums by geographic location, allocate the premiums by the
location of the risk
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C8.1

C8.2

C8. SCHEDULE OF RISK MANAGEMENT (SCHEDULE V)

Background

For assessing the areas of risk of an insurer, the Authority also takes into consideration
the insurerods risk magoiagasise Buch aseadsringlede:u r ¢
structure of the insurer, thmderwriting risks, market/investment risks, liquidity/interest
rate risk, and any other riskguch as deposit assets & liabilities and segregated accounts)
associated with the insurer. These areas are to be providetbomardlooking basis
andifthee are significant changes to the in
the insurer shall include description of the changethe supporting documentation.

The schedulef risk managemerghall include thdollowing:

a. Governance and growgbructure;
b. Intragr oup transactions t hat t he insur e
concentrations;
c. Effective duration of assets;
Effective duration of liabilities;
e. Description of the effective duration of assets and liabilities calculations and key
assumptiongClass 4 and 3B on)y
Gross probable maximum loss;
Net probable maximum loss;
Average annual loss (excluding property catastrophe);
Actual attritional losses and large claims logseslevant year;
Arrangements with respect to property sataphe recoverables;
Mutual fund disclosures;
Summary of projected performance;
. Financial impact and description of stress and scenario tests;
Investments and derivatives strategies and piitgss 4 and 3B on)y
Description of risk managemeptogram(Class 4 and 3B onjy
Risk registeClass 4 and 3B only
List of statutory lines and statutory territories that have catastrophe exposures
Reconciliation from GAAR financial statements to FortEBS
Details of deposit assets and liabilities; and
Details of segregated accourdasd
Details of alternative capital;

Q
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Instructions Affecting Schedule V
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C8.2a Governance and group structuneist disclose (on a legal entity and group basis where
applicable)d
I. the structure of théoard of Directors; includingnames, role, country of

residence, work experience and status orBtherd;

Additional Guidance for Status on the Board:
Non-Executive refers to a noexecutive member of tHgoard that is not affiliate(
(Independent) to the insurer nor a service provider

Non-Executive (Affiliate) | refers to a nomexecutive member of tHeoard that igart of the
group of the insurer

Non-Executive  (Servicq refers to a noexecutive member ddoard that:

Provider) a) acting as a company formation agent, or agent for
establishment of a partnership;

b) acting as a nominee shareholder of a company;
c) providing administrative and secretarial services to the ing
d) the performance of functions in the capacity of resi
representative under the Companies Act 198kenipted
Partnerships Act 1992 and the Overseas Partnerships Act
and

e) providing any additional corporate or administrative serv
as may be specified in regulations

Non-executive (Other) refers to a nomexecutive that does not qualify as an ipeledent
Director nor is a service provider
Executive refers to a executive member of tHgoard

ii.  the structure of the management of the insurer; including names, roles, work
country of residence, experience, employee arrangement (for example confirm
whether employees are hired or outsourced etc.,) and description of
responsibilities of the chief andrsior executive;

Additional Guidance for Employee Arrangement:
Chief and Senior Executives Employee Arrangementsatsgjorise@s follows:

Insurer Employee working fulltime for the insurer

Affiliate Employee working for the parent company or any otastity
affiliated to the company

External Service third pary service providers e.g. insurance managers

Provider

Additional Guidance for Description of responsibilities:
Chief and Senior Executive Positios®cakgorisedas follows:
| Category A | Hasauthority to make key strategic, underwriting or investment decisions,
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Category B

Has authority to make key strategic, underwriting or investment degistm,
within the risk appetite explicitly set by the Board of Directors.

Category C

Must getkey strategic, underwriting, or investment decisions sigyfeldy Board
of Directors before executing.

terms of reference of thBoard of Directors of the insurer and its sub
committees;

iiia. does your company have tax residency outside of Bermuda? If yes, confirm

iv.

the location of the tax residency.

the jurisdiction(s) where thigoard ofDirectors of the insurer meet on activities
including but not limited t@&

(A) settingthe strateqic direction of the insurer;

(B) determining the (re)insureros ri

(C) makes strategic decisions about new and/or changes to products,
lines of business or markets;

(D) assess or manage solvency requirements.

Additional Guidance fordurisdictiorfs) where the Board of Directors of thasurermeet on

activities:

Select
ifYes O

| f t h e BoardsfDireaorsdnset only in Bermuda

Sel ect

| f t h e Board sfDirectors @snot meet in Bermuda

Sel ect

| f t he Board of Dieectdrss meet both in Bermuda and anot
jurisdiction(s) and provide details of each jurisdiction and identify the jurisdi
that activities are mainly deliberated on

where functions are outsourced, details of every service provider of the insurer
peforming the function including: name, main jurisdiction of operation; and
det ai | s of the insurerds operations
relation t@

(A) underwriting (re)insurance policies;

(B) risk management decisions and activities;
(C) Iinvestment shteqy;

(D) actuarial;

(E) compliance;
(F) internal audit;
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Additional Guidance for Jurisdiction(syhere the Board of Directors of thasurermeet on

operations:

Select | f t h e BoardsfDireaorsdnset only in Bermuda

ifYeso

Sel ectl f t he BoardsfDiredors@snot meetin Bermuda

Sel ectlf t h e Boards of Dieectd@rss meet both in Bermuda and anot

jurisdiction(s) and provide details of each jurisdiction and identify the jurisdi
that activities are mainly deliberated on

Additional Guidance for Outsourced Services:

Insurance refers to a service provider that is not being an employee of the insurg
Manager holds himself out as a manager in relation to the insurer, whether or
functions performed by him as such geyond the keeping of insuran
business accounts and records
Other Third refers to a service provider that is not affiliated nor the insurance mane
Party
Affiliate refers to a service provider that is part of the group of the insurer
va. details of the services outsourced, and if yes, confirmation if the services are
performed in Bermuda,;
vi. number of employees of the insurer that are resident in Bermuda (non

outsourced positions);

via. confirmation of the humber of employees residing in Bermuda employed as

1. Senior Executivéd means a person who, under the immediate authority of a

director or chief executive of the reqgistered person
a. exercises managerial functions; or
b. is respmsible for maintaining accounts or other records of the reqgistered

person

2. Senior Managef means in relation to an insurer, a chief executive or senior

executive performing the duties of underwriting, actuarial, risk management,
compliance, internal alit, finance or investment matters

3. Technical officer means a persdother than a senior manay@ho performs
management or other nenanagement core duties within the underwriting,
actuarial, risk management, compliance, internal audit, finance or investment

functions

4. Administrativei means a person who is not a senior manager or technical
officer,
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Vil.

viii.

Xi.

Xii.

Xiii.

Xiv.

the juisdiction(s) where the paremoard primarily deliberates on matters
including, but not limited t®

(A) setting strategic decisien

(B) determining the groupb6s risk ap

(C) choice of corporate structure, including amalgamations, acquisitions
and stateqic alliances;

(D) makes strategic decisions about new and/or changes to products,
lines of business or markets;

(E) assess or manage solvency requirements;

the jurisdiction(s) where the pareBbard and chief and senior executives
primarily reside;

the jui sdi ction where the insurance gr
group finance, actuarial, and risk management);

the insurance groupé6és financial posi
purpose financial statement regarding its

(A) totalassets;
(B) total reserves; and
(C) capital and surplus;

the name of insurers within the insurance group that have the Kghest

(A) total asset value;

(B) total insurance reserve value; and

(C) tot al capital and surplus based
general purpse financial statement;

the total values for subparagraph (xi)(A), (B) and (C);

the jurisdiction of licensing of each insurer in subparagraph (xi);

any events which have occurred or decisions made subsequent to the relevant
vearend that would, or havematerially changed the information in
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subparagraphs (iv) through (xiii) (e.g., amalgamation or acquisition or
restructuring, etc.); provide a detailed response and explanation;

XV. a copy of the latest grouppgansationalchart

Additional Guidance

Changein Board and/or Senior Management after Financial YeatEnd

Co9.i. Instances where the composition of the Board and Senior Management has
undergone changes since the financial yeat, insurers are to report the
composition of the Board and Senior Management$ éee financial yeaend,
as well as provide in brackets in the name fitdd effective date of the previous
and new members of thward or senior management

C9a.il. Note thatunder sectior80Jof the Insurance Act notification is required for
change imoard members and officensthin 45 daysof the insurer becoming
aware of the changand thus the inclusion of this information in the BSCR
does not qualify as notificatiosf such change.

Terms of Reference Clarification

C9.iii. fiTerms ofReferencein this case refers to the duties of the Board and its sub
commi ttees as stated in the Companyo
reference in assessing whether significant decisions are deliberated in Bermuda,
and if the insurer meets the head @dficr equi r ement s -law$ f t
include information whi ¢ h thanacdeptablen t h

Figures are to be Reported in Thousand Unit6 6 0 0 0 s )

C9.iv. The figures for Schedule V(a)tdms10 and 1lare to be reported ithe same
bass as eithethousandunits( 6 0 @rQusity asndicated in the Summary tab
of the eturn The insurer may attachdditional informationu n d e r AOt |
Attachment so t o pthedivancidlepositidmat theBOMAIp wi t
and/or the insurers in their ldaaurrency

Insurance Group Details If not Part of an Insurance Group
Co.v. If the insurer is not part of an insurance group, the insurer shaligualues
reportedon FordEBSi n Schedul e V(a), Iltem 10

Insurance Group Detailsof Entities Domiciled in Bermuda

C9.vi. The insurer is one of a few insurance companies within the group operating out
of Bermuda. Does it still report the overall group position or combined amounts
for the Bermudadomiciled entities?
The insurer shall report f@il companies within the group, regardless of place
of incorporation. Therefore, it shall report the overall group position based on
its most recent audited general purpose financial statements.
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Insurance Group Details of With Unaudited Statements

C9.vii.  The insurance group does not produce audited general purpose financial
statements. Shall the insureport NIL (0) value®
The Authority will accept the requested information based on unaudited group
financial statementdhe insurer should not leave tlisld blank

Insurance Group Detailsi_Organisational Chart

CO9.viii.  The insurer is part of a large insurance group with subsidiaries worldwide. Can
the insurer submit a condensedgangational chart that includes only the
Bermuda entities?
The Authority require the organsationalchartto include all group companies
and indicate the place of incorporation and percentage holdiugther he
Bermudainsurer shall be clearly identifiable.

Details of the Services Outsourced Scope of Services
C9.ix. When responding tthe details of the serviseoutsourced, insurers should
consider both internal and external parties when responding to this section.

C8.2b Intragroup transactions that the insurer is a party to and ithesur er 0 s
concentration®
I. details of material intrgroup transactions between the insurer and other

memberof the group to which it belongs, including (where applicable)
(A) exposure value (face value or market value, if the latter is available);
(B) counterparties involved includinghere they are located; and
(C) summary details of the transactidnscluding purpose, terms and
transaction costs, duration of the transaction, and performance
triggers;
ii.  details surrounding all intrgroup reinsurance and retrocession arrangements,
and othematerial intragroup exposures includifg
(A) counterparties involved including where they are located
(B) aggregated values of the exposure limits (gross and net) by
counterparties broken down by counterparty rating;
(C) aggregated premium flows between counterpsifgross and net);

and

(D) t he proportion of the insureros
by internal reinsurance, retrocession and other risk transfer
arrangements;

iii.  ten largest exposures to unaffiliated counterparties and any other unaffiliated
counterparty exposures or series of linked unaffiliated counterparty exposures
exceeding 10% of the insdé@drerodés statu
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Additional Guidance

Material Intra Group Transactions and Intra -Group Reinsurance & Retrocession

(A) name of counterparty;
(B) exposure values (face value or market value); and
(C) transaction type;

Arrangements

Co.x.

Internal Reinsurance Arrangement Calculation

When providing detgaiolup dfr ammatcern oals
consi der s A mair relationad statataryp castal and surplis.
Greater lhan 10% of statutory capital and surp)uag well as the materiality of

the specific disclosure. For example, if the insurer holds cash of $3 million and
total assets of $4 million, we would consider the $3 million cash balance to be
material asitpertais t o 75% of the insurero6s t

Wh e n provi di ng -gdoapt eeindurance oahd reirocassiona

arrangement so t he Aluintrb-group teigsurancse ando o Kji

retrocession arrangements. Note thfalan insurer having more than 25
transactions with the same assuming and ceding,gagge amountsan be
aggregated togethdf.an insurer has more than 25 transactions, please include
these details in the attachments seatibthe BSCR model.

The TfAAggregated Pretm pramiunk Writensfar thes h a |
reporting period (note that net refers to any reinsurance that is ceded back to the
counterparty). The fAAggregated Val uc¢
outstanding reserve at the reporting period (note the net refeenyto
reinsurance that is deducted from the counterparty).

Instances wheréne insuer is an affiliated reinsurer aradl of its transactions
are deemed intrgroup transactionshe insurer may include an attachment that
provides this information.

C9.xi.

Unaffiliated Counterparties Ten Largest Exposures

The proportion of internal reinsurance arrangements is calculated by dividing
the amount of reinsurance provided by affiliates into the total amount of
reinsurance available. The insurer shall only include germents where it is

the ceding party.
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C9.xii. Instances wherée insurer does not have any investing activityes it rolds
cash andash equivalents, the insurer shall list these as counterparty exposures
as well as include each bank separately.

Unaffiliated Counterparties Ten Largest Exposured Investments to Report

C9.xiii.  Whendetermining the ten largest unaffiliated counterparty exposures, insurers
are to includecash & cash equivalentmvestments (as well dsedge fund},
receivables, recoverables and letters of ciadite end of the reporting period.
If the information is available, insurers are to provide a look through basis of
the underlying investment.

C8.2c Theeffective duration of assets must be determined usingytiregate of théotal bonds
and debentures (as reflected in Fod&BBS Lines Zb) ad 30)), preferred stock (as

reflected in FormlEBS Lines 2(c)(ii) and 3(c)(ii)), and mortgage loans (as redleédh
Form1EBS Line 5(c)) as a basis;

C8.2d Theeffective duration of liabilities must be determined using the reserves (as reflected in
Form1EBS Lines 17(d) as a basis;

C8.2e The description of the process used for determining the effective duration of assets

calculationand effective duration of liabilities calculation, and key assumptions for these
calculations;

Class 4 and 3B Gross Probable Maximum Loss Instructions

C8.2f The gross probable maximum loss for natural catastrophe losses (prior to reinsurance)
must be calculated at the 99.0% Tail VahatdRisk level for annual aggregate exposure
to all risks and all perils, including reinstatement premiums, for the year fotjoivan
relevant year based upon the insureros
derive the gross probable maximum loss must be retained for at least five years, once a
capital and solvency return has been filed in accordance with paragraphth@ at
registered office of the insurer and shall be presented ®N#e upon request

Class 3A Gross Probable Maximum Loss Instructions
C8.2f The gross probable maximum loss (if property catastrophe writer) means the gross
probable maximum loss for natlicatastrophe losses (prior to reinsurance) at the 99.0% TVaR
level for annual aggregate exposure to all property related risks and all perils (for the property
catastrophe line only), including reinstatement premiums for the year following the releaant ye
based upon the insurerds catastrophe model
least five years once a capital and solvency return has been filed in accordance with paragraph 6
at the registered office of the insurer and shall be predeatthe BMA upon request;

Class 4 and 3BNet Probable Maximum Loss Instructions
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C8.2g The net probable maximum loss for natural catastrophe losses (after reinsurance) must be
calculated at the 99.0% Tail VahatRisk level for annual aggregate exposure ltasks
and all perils, including reinstatement premiums, for the year following the relevant year
based on the insurerdéds catastrophe model
net probable maximum loss must be retained for at least five yeas ocapital and
solvency return has been filed in accordance with paragraph 6, at the registered office of
the insurer and shall be presented to the Authority upon request

Class 3ANet Probable Maximum Loss Instructions
C8.2g The net probable maximum ¢if property catastrophe writer) means the net probable
maximum loss for natural catastrophe losses (after reinsurance) at the 99.0% TVaR level for
annual aggregate exposure to all property related risks and all perils (for the property catastrophe
line only), including reinstatement premiums for the year following the relevant year based on
the insurerbd6és catastrophe model. The suppor
years once a capital and solvency return has been filed in accordémpanagraph 6 at the
registered office of the insurer and shall be presented to the BMA upon request;

Additional Guidance

Probable Maximum Loss and Average Annual Loss Valuation After Tax
C9.xiv. The ProbabléMaximum Loss and Average Annual loss shall be valued after
tax.

C8.2h Theaverageannual loss means
I. the expected net natural catastrophe loss (after reinsurance), including

reinstatement premiums, for annual aggregate exposure to all property related
risks and all pels other than those relating to the property catastrophe line of
businessf o r the year foll owing the rel
catastrophe model;

ii. the calculation should be from the same underlying loss distribution used to
determine the grossrobable maximum loss and the net probable maximum
loss(excluding the property catastrophe componenrtjl

iii.  the support documentation must be retained for at least five years once a capital
and solvency return has been filed in accordance with paragrathth®
registered office of the insurer and shall be presented to the BMA upon request;

C8.2i The actual attritional losses and large claim logseslevant year means the actual
aggregate losses (classified by insurers as attritional and large claim fogsesrdance
with its own policy) experienced by the insurer in the relevant year (not including prior
year reserve releases or adverse development);
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C8.2) The arrangements with respect to property catastrophe recoverables shall disclose the
amounts of
i. collateal;

ii. catastrophe bonds;

iii.  special purpose insurer (indemnity basis);
iv.  special purpose insurer (other basis); and
v. total;

C8.2k Mutualfund disclosures shall include the name, type and amount of each mutual fund used
by the insurer;

Additional Guidance

Mutual Fund Information to Provide

C9.xv. Insurersto are to provide a summary report (in excel format) that lists each fund
the insurer is actually using, a brief description of the type of fund (such as bond
fund, equity fund balanced fund, etc.) and the amount gweén has invested
in each fund.

C8.2I Summaryof projected performance for the year following the relevantdyear
a. the insur er 60 annuabnet@remiumergtén; mat e of

b. estimated underwriting profit or loss;

c. estimated net income or loss either for theurer or on a group basis with
di sclosure of the estimated percent age
the group; and

d a qualitative description of the iInsur
be used in an attempt to achieve the estimatésand (ii) above;

C8.2m Financialimpact and description of stress and scenario tests shall disclose the results from
the stress and scenario tegtgescribed by the BMAannually and published in such
manner as the BMA directs;

C8.2n The investments and derivatives strategies and policies shall déclose

a. a description of the insurerds invest
composition of investment pifolio;

b. a description of the strategies and policies surrounding the use of derivatives
and other hedging instruments; and

c. the market value and nominal exposure of each derivative financial instrument
with a nominal exposure greater than 5% of total asksted by assets,
liabilities, long and short positions, respectively;
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C820 The description of the i nElass4and3Bon)shallk ma
disclose
i. a description of the risk management process, including how the risk

managemenprogramme is used for strategic management deemsaking,
capital allocation and capital adequacy;

ii. a description of the governance surrounding the risk management process
including the identification of the owners of the process and the extent of the
Boar d of Directorsodé involvement ;

iii. a description of the risk appetite including the process for setting and
embedding risk limits, and the identification of the types of stress testing carried
out to ascertain the suitability of the risk appetite; and

iv.  adescrifion of the process undertaken to monitor material risk concentration;

C8.2p Risk registe(Class 4 and 3B on)ydisclosing

. a description of the insurero6s mater|i

ii.  owners of the respective risks;

iii.  theimpact and probability of the risk and the overaK grystallising expressed
as quantitative or qualitative measures;

iv. summary of the risk mitigation/controls in place and an assessment of their
effectiveness in reducing the probability and/or impact of the risk; and

v. overall assessment of the impact @nabability of the residual risk expressed
as quantitative or qualitative measures;

C8.2g The list of statutory lines and statutory territories that have catastrophe exposures as set
out below

Zone | Territories

1 Connecticut, Delaware, Maine, Maryland, Massesetts, New Hampshire, New York,

New Jersey, Pennsylvania, Rhode Island, Vermont, Virginia, West Virginia, the Dis
of Columbia, Alabama, Arkansas, Louisiana, Mississippi, Texas, Florida, Georgia, |
Carolina, and South Carolina

Caribbean

3 Arizona, Colorado, Idaho, lllinois, Indiana, lowa, Kansas, Kentucky, Michigan, Mon
Minnesota, Missouri, Nebraska, Nevada, New Mexico, North Dakota, Ohio, Oklaho
South Dakota, Tennessee, Utah, Wisconsin, and Wyoming

N

California
Oregon Washington
Hawalii

oo~
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7 Canada, Alaska

8 United Kingdom, Continental Europe

9 Australia / New Zealand

10 Japan

11 Nationwide covers

12 Worldwide covers

13 All exposures not included in Zones 1 to 12

C8.2r a reconciliationof amounts reported in total assets, total liabilities and total statutory
economic capital and surplus comprising of any adjustments applied to the GAAP
financial statements to arrive at the amounts disclosed in F&BS

C8.2s In respect of business for vafi deposit accounting approaches have been followed: a
descriptionof business, total assets held in trust or other collateral, lines of business
written, gross premiums written for the period, net premiums written for the period, limits
(maximum exposure)For business that has limited exposure, provide the results at a
99.0% TVaR and for business with unlimited exposure, provide details of such business;

C8.2t

and

Additional Guidance

Contracts that Qualify as Deposit Assets & Liabilities

C9.xvi.

Details by Contract and Line of Business

Deposit Asset &Liability contracts represent insurance contracts that do not
meet the definition of meeting insu
GAAP). Prior to December 31, 2016, if an insurer wrote insurance business that
did not meet the definition of insamce risk, insurers would be required to seek
BMA approval to include such contracts in the statutory balance sheet. (Going
forward, this approval will not be necessary.)

As a result, the Authority has provided the new schedfle Details of

DepositAsset & Liabilities to assess the insurer contracts that do not meet the
definition of insurance risk, and lines of business that are written (both on a
gross and net basis) for the reporting period, assess the assets that are supporting
these obligationsgnd assess the exposure levels of such contracts.

C9.xvii.

In respecbf segregated account business, details of each by net loss reserves by statutory
lines of bsiness: segregated account cell name, total assets, total liabilities, statutory
capital andsurplus cash and investments, net loss reserves, reinsurance recoverable,
statutory lines of business written, gross premium written, net premium written, guirrenc

Complete the schedule by providing the lines of business written for each
exposure type separately.€(l, if an insurer has exposure that writes both
property andcasualty businegsthen the insurer is to report the business for the
property business on one line and reportddualty business line separately.
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details (i f any) of t he detaitssfthe ieasuranceror-ei n g
insurance contract has limited recourse language, details ofr@éliéipnship between

segregated account <cells (i f @&aacgepstotheet ai

general account (if any) and details where a segregated account cell is in a deficit,
insolvent or subject to litigation.

Airel atedo for the purposes of this pa

written by a segregated account ¢églbusiness that meets the definition in the Act

of business that can ordinarily be written by a Class 1, Class 2, Class 3, Class A or
Class B insurance business (with the exception that the insurance business written
IS that which 1s assumed from an hdiie insurer; is deemed by the Authority as
Aconnected busi nesso: or S busi ness
brokers pr agents).o

Al i mited recourseo for the purposes o
aCﬁount ((:jel1lc has accesshetgeneral account in the instance the segregated account
cell is in deficit;

Ai nrteelrati onship between segregated ac
paragraph, means where the segregated account cell has access to anothe
segregated account cqllE if one segregated account cell were to be in deficit,
could another segregated account cell be able to support the deficit?)

Additional Guidance

C9.xviii. Completethe schedule by providing the lines of business written for each cell
separately. (k., if an insurer has exposure that writes bptbperty and
casualty business, then the insurer is to report the business fprofrerty
business on one line and report thsualty business line separately.

C8.2u Alternative Capital Schedule is applicable tairess that conduct business that is financed

by a mechanism other than sharehol derséo
take various forms such as catastrophe (cat) bonds, industry loss warranties, sidecars
collateralised reinsurers, longeviyd mortality bond/swaps, hybrid securities such as
preference shares, swaps, and contingent capital such as letters of credit, among others
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C10.1

C10.2

C10.3

C10. SCHEDULE OF FIXED INCOME SECURITIES (SCHEDULE VI)

Background

The schedule of fixed income securittesSchedug VI3 provides the BMA witldetails
toassess he | ns ur e risk @ther than the dllonaiontprovided in Schedule II)
andthe duration of the holdings. This schedule is also considered when reviewing the
i ns ur e-labilgy matshe@g practices.

It is noted that the allocation and balances reported on Schedule VI are not applied a capital
charge, howeveritisused B8MA t o0 assess the insurero6s |

Securities are to be allocated as follows:

ltems

L

Security type
Amount per FormlEBS Lines 2(b) and 3(b) disclosing the amounts contributing to

(reflected in) Lines 2(b) and 3(b) of FO&BS;

Face valup

Fair value

Average effective yieldo-maturity;

Average rating of the security type (if applicable)

Average effective duration of the security type

Average effectiveonvexity of the security type

Effective duration of the portfolio

Effective convexity of the portfolipand

k. Amounts are ttereported both oanunconsolidateéndconsolidatedEBSbasis.

o

S@ "o ao0

— -

Additional Guidance

Types of Securities

C10.3aThe insurer may contact the Authority if it is unsure of the classification of a security. In

generalthe Authority considers the following types of securities in these categories:
1 U.S. Government

(a) U.S. Government Federal

(b) U.S. Government Agencymortgagebacked securities
(c) U.S. Government Agencyother

Non-U.S. Government

= =4 4 A
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States, Mauicipalities, and Political Subdivision
Corporate Securities

(a) U.S. Governmerltacked Corporate

(b) NonU.S. Governmenbacked Corporate
(c) FDIC Guaranteed Corporate

(d) Other Corporate

Assetbacked Securities

Mortgagebacked Securities

(a) Residential Subprime

(b) Residential Norsubprime

(c) Commercial

Mutual Funds

Bank Loans

Catastrophe Bonds and Insuraiigeked Securities

=4 =4 4 -4 8 5 -5 42 -5 -9 -5 -9 -5 -9

Average Yield-To-Maturity Calculation
C10.3bWhen reporting the average YidiotMaturity value, thecalculation is to be based on the
current market price taking into consideration the valuation based on the day the bond
was purchased and the coupon payments that have elapsed:
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Cli1

Cl1.2

C11.3

Cli4

Cl11. SCHEDULE OF COMMERCI AL I NSURERGS SOL
ASSESSMENT (SCHEDULE IX)

Background

The Commercialln s u r Selvedcy Self-Assessment (CISSA) is a regime that requires
insurers to perform an assessment of their own risk and solvency requirements. This
provides the BMA with the insurerredbtoasper g
CISSA capital) necessary to achieve its business strategies and remain solvent given its
risk profile, as well as insight into the risk management and governance procedures
surrounding this process. Risk profile considers all reasorialdgeeable material risks
arising from its operations or operational environménsurers should perform this
assessment omanconsolidated basis, with the exception of internal to regulatory capital
level which should be done orcansolidatedasis.

The CISSA is one of the tools used in the supervisory review process to assist in monitoring
compliance with the Insurance Code of Conduct (Code), given that the CISSA should, at a
minimum, consider those risks outlined in the Code.

The CISSAprocesshoul d be i ntegr at e dnaking pracess amee i 1
serve a critical role in the development, implementation and monitoring of management
strategi es. This is referred to as the

ltems

The schedule of CISSA Schedule IXd shall provide particulars of the following
matters:

a. CISSA capital summargnd additional informationdi scl osi ng the i
capital computationsinsured s compari son of the CI S
capital, insurer 6s ptdl @and cntihgency arraagemants g
impacting the available capital.

b. CISSA general questioiispr ovi di ng i nf ormation on a

and governancprogramme, the review and approval of CISSA, and integration of
CISSA into the strategidecision making process

c. CISSA assessment of material risks of the insuneroviding information on an
i nsurer 6s assessment of materi al ris
quantity of capital required to cover its risks, the forward lookingyarsabnd its
ability to manage its capital needs, the review and approval of CISSA and the
governance and controls surrounding model(s)/tool(s) used to compute the CISSA
capital.
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Instructions Affecting Schedule 1X

Cl4.4a  CISSA capital summargnd additional iformatiord

Column Item Description

1 CISSA capital| CISSA capital is the amount of capital the insurer has determined that it is require
achieve its strategic goals upon undertaking an assessment of all material risks
(reasonably foreseeable) arising from its operations or operating environment.
Inputthe CISSA capital determined by the insurer for each respective risk cafEigery
BMA is mindful that it is difficult to quantify and therefore hold capital in respect of
certain riskse.g. liquidity, reputational, concentration, group and stratedic\Wéere
an insurer does not hold capital against certain risks, it should input a nil amount ir]
respective cell.

Where an insurer uses an internal capital model/tool to determine its CISSA capitg
Il nternal model / t ool approvallfor purpases of eognpletimgehi
Schedule.

All supporting work papers and documents for the purposes of completing this Sch
should be retained and kept available for examination and discussion with the BM/
should the need arises.

2 Regulatory Regulatory capital is determined by the BSCR or an approved internal capital mod
capital 99.0%TVaR over a oneyear time horizon.

Input the regulatory capital determined by the insurer for each respective risk cate
where applicable.

Additional information

Description

1-7 | Questions 4 | The insurer should select the appropriate response from theldwopmenu provided

7 and/or otherwise provide a brief description, explanation or attachment. Where an
attachment is providethe designated insurer shall include references (®ge number
paragraph number) of where the information can be located within the attachment.
Where a question/section is not applicable to an insurer or the options provided do
fully reflectthei nsur er 6s position, the insure
a brief description.

For Question 7 The insuremust disclosewhether aegulator in any jurisdiction has
placed a restriction on the movement of aggaysnent of dividends fra a subsidiary in
that jurisdiction, and associated amodrite amount should be gross of regulatory caf
requirements.
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Cl4.4b  CISSA general questions

Line Item Description

1-5 | Questions 4| The insurer should select the appropriate response frodidp&own menu provided.

5 Where a question/section is not applicable to an insurer or the options provided do 1
fully reflect the insurerds position,
5 Question 5 | Independent verification shall be conducted bynéernal or external auditor or any othe

appropriately skilled internal or external function, as long as they have not been
responsible for the part of the CISSA process they review, and are therefore deeme
independent in their assessment.

Cl4.4c CISSAassessment of material risks of the insurer

For Classt, and3B insurers only

Line Item Description

1-11 | Questions1|Thi s section requires the insurer to
11 recent report comprising of a solvency ssdtessment of its material risks and the
determination of both the quality (types of capital) and quantity of CISSA ceguiaired
to cover these risks, while remaining

The insurer shall provide attachments containing the information requested. The
attachments shall include references (@age number, paragraph numbafrjvhere the
information can be located within the attachment.

12 Question 12| The insurer should select the appropriate response or otherwise provide a brief des
or an attachment. Where an attachment is provided, the insurer shall refkrdaces
(e.g, page number, paragraph number) of where the information can be located with

attachment.
1-12 | Questions 4| All supporting work papers and documents used to prepare the CISSA submission s
12 be retained and kept available foeexnation and discussion with the BMA should the

need arise.
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For Class3A insurers

Questions (1) to The insurer is required to undertake and file with the BMA an assessment of its mat
(11) risks and the determination of both the quality (types of capital) and quantity of CIS§
capital required to cover these risks, while remaining solvent and achiev/imgsiness
goals.

Attachments containing the information requested should include referencegsa@eg.
number, paragraph number) of where the information can be located within the
attachment.

Additional Guidance

Risk Management Policy in lieu ofCISSA Report

Cld.a Ifthei n s uRisk Management Polidg used to assess and monitor strategic
goals and itminimally addresses Schedule IX(c), itera$1, it can be submitted
in lieu of the CISSARepart Thi s woul d al so apply
Condu¢ assessment, Risk Framework, Underwriting Framework, and other
internal documents. Be sure to include a reference talbieh identifiesthe
CISSA disclosure within the submitted attachmeniig) CISSA Item 3is
covered in theRisk Management PolicyGection 5 (mges 40-44)). Note that
any documents referenced in thdgisk Management Policy (or other such
document) shall be submitted as part of the submission package
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Cl2.1

Cl2.2

C12.3

Cl24

Cl2.5

C12. CATASTROPHE RISK RETURN (SCHEDULE X)
Background

The Catastrophe Risk Return (6Cat Return

on vendor models to assess catastrophe exposures and highlight the actions insurers take

to mitigate model risk, including a description of procedures and analytigdace to
monitor and quantify exposure to vendor models. It also serves as a tool to assist the BMA
to assess the reasonableness of inputs into the catastrophe component of the regulator
capital requirement, and whether standards are being applidg.even

The Cat Return will also be used to assess liquidity. Liquidity risk is not always mitigated
simply by holding additional capital. Clairpgying ability is obviously an important factor

that is perhaps more pronounced with catastrophe risk wheesdargunts of capital may

have to be liquidated to pay claims at very short notice. Additionally, complexity arises
with the currency mismatch that may exi s
potential catastrophe liabilities. An insurer slkibbe able to demonstrate that it has
considered potential challenges to liquidity, including the methodology and principles used
to measure liquidity, contingency plans, access to new funding sources, and projected
liquidity requirements.

The Cat Returiis required for all Class 4 and 3B insurers except when an exemption was
granted by the BMA. Class 3A insurers, on the other hand, are only required to complete
the Cat Return when the insurer writes property catastrophe line of business.

ltems

The CatReturnd Schedule X3 shall provide the following matters:
Tot al exceedance probability (AEPO0) c

EP curve for insurance

EP curve for regioiperils

Statutory lines of business and zones exposure per fpgrda
Accumulations overview

Data analysis

Reinsurance disclosures

Insurance terrorism exposure

Reinsurance terrorism limiend

Assumed exchange rates

S@ o o0 oy

— -

Thei Cat astrophe Ri sk 6)Ruithprowdesdetailed irstructiorsrs ( 2
the above requirements and has been updated for fregasked comments and questions
A copy of these guidelines is availabl e
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C13. SCHEDULE OF LOSS TRIANGLES OR RECONCILIATION OF NET
LOSS RESERVES BY LINES OF BUSINESS (SCHEDULE XI) FOR
CLASS 4 AND 3B ONLY

Background

Cl3.1 A Class 4 and 3hsurer shall provide either a schedule of loss triangles (Schedule Xl(a))
on a consolidated basm a reconciliationof net loss reserves by lines of business
(Schedule Xl(b)pn a consolidated EBS badiBigures are to be reported on a best efforts
bass). For purposes of completing these schedules, the BMA has prescribed eight statutory
lines of business:

Statutory lines of business

Number | Loss triangle lines of busines Number (Schedule l1I)
1 Property Catastrophe 1 PropertyCatastrophe
2 Property 2 Property
6 Aviation
10 Energy Offshore / Marine
18 International Motor
22 Retro Property
3 Property NoAProportional 3 Property NoAProportional

7 Aviation NonProportional
Energy Offshore / MarinBlon-
11 Proportional
19 International Motor No#Proportional
4 Casualty 4 Personal Accident
12 US Casualty
14 US Professional

20 International Casualty NeNlotor
24 Health
5 Casualty NorProportional 5 Personal Accident NeRroportional

13 US Casualty NoiProportional

15 US Professional NeRroportional
International Casualty Neklotor Non

21 Proportional

6 Financial lines 8 Credit / Surety

9 Credit / Surety No+Proportional
7 Other specialty lines 16 US Specialty

17 US Specialty NofProportional
8 Structured/Finite lines 23 Structured / Finite Reinsurance
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C13.2

For purposes of completirthe Schedule of Reconciliation of Net loss Reserves by Lines
of Businesson a consolidated EBS basthe Authority has prescribed thechedule as

follows:

Cateqory

Guidance

Net best estimate loss and loss expe
provisions at start of year

Open Balance of Technical Provision on a ng
basis

Unwind of discount (start year discou
curve)

From the Technical Provision OpeniBglance,
reverse prior year adjustment for discount in
Technical Provision

Net losses and loss expenses paid 0
payable related to prior years

Losses and loss expenses paid or payable
related to prior years on a net basis

Net losses incurred and rless
expenses incurred related to prior ye|

Losses incurred and net loss expenses incur,
related to prior years on a net basis

Undiscounted net best estimate loss
and loss expense provisions at end d
year related to prior years.

Sum of items 1to 4

Net losses incurred and net loss
expenses incurred related to current
year

Losses incurred and net loss expenses incur
related to current year on a net basis

Net losses and loss expenses paid o
payable related to current year

Losses and lossxpenses paid or payable
related to current year on a net basis

Foreign exchange and other
adjustments

Technical Provision adjustment for foreign
exchange, portfolio transfer or other
adjustments

Net best estimate loss and loss expe
provisions aend of year related to
current year

Sum of itens 6 t0 8

10

Impact of change in discount curve

Adjustment for discount in Technical Provisiq
for current year

11

Net best estimate loss and loss expe

provisions at end of year

Closing Balance of echnical Povision on a
net basis (Sum of 5,&nd 10)
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Cl4.1

Cl4.2

C14.3

Cl4.4

C14.5

C14. SCHEDULE OF ELIGIBLE CAPITAL (SCHEDULE XiIlI)

Background

The schedule of eligible capitdl Schedule XlId requires insurers to assess the quality
of their capital resources eligible to satisfy their regulatory capital requirement levels. The
insurer shouldeporttheir Eligible Capital on aEBS basis.

The pupose of this schedule is to consider the uniqueness of capital instruments in their
ability to protect policyholders on a going concern hasisoff basis and during times of
distress such as a windhug or insolvency in the determination of capital sy .

The schedule also takes into consideration that in times of stress situations, the excess o
pledgedassets that support policyholder obligations are not available to all policyholder
until the obligations of the underlying policyholders have been satisfied. Therefore the
statutory surplus must be adjustedrégognisethe limited accessibility of thes#ssets.

Thus this excess of funds is transferred from Tier 1 to Tier 2 Capital which is calculated in
Tier 1 Basic Capital item (h).

Furtherthe Authority considers that it would be too punitive taatinsurer maintains
capital for these excess of funds for policyholder obligations which have been transferred
from Tier 1 to Tier 2 capital, and therefore section (h)(vi) to (h)(xiii) reduces the capital
factor charges associated with those assets. The additional guidence$ details on

how this capital factor calculation should be completed

Refert o Eligiele Gapital Rules 202 f or det ai | Rulesis Availabtep y

in the BMA website.

Additional Guidance

Insurer Does Not Have Any Encumbered Assets for Policyholder Obligations

Cl4.5a Ifthe insurer does not have any encumbered assets for policyholder obligations,
the insurer shall report the full amouwftBest Estimate Technical Provisions
in Column A, Line ivi contracts where policyholder obligations are not
collateralsed.

Reporting Encumbered Assets for Policyholder Obligations

Cl14.5b When calculating the excess encumbered assets capital charge in &@@atipn (
thisshall be done as follows:

1 Encumbered Assetsdetermine the capital charge for the assets reported in section

(h) (i), and reduce the capital charge Db
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For example if the insurer has encumbeassgets in trust equal to $8,000 which is allocated
as:

Asset Amount BSCR capital factor \ Required Capital

Cash BSCR Rating $3,000 0.1% $3.00
Sovereign Bonds $2,000 0.0% $0.00
Corp. Bonds Rating $500 0.4% $2.00
Corp. Bonds Rating $5.500 1.5% $37.50
Total $8,000 $42.50

In the same example, the insurer has Bermuda Solvency Capital requirement prior to
covariance of $1,500 and the BSCR after covariance adjustment of $1,200, the diversification
credit is 0.8. This is shown as follows:

Regulatory capital ~ Amount Comments

BSCR prior to covariance $1,500

BSCR after covariance $1,200

Diversification 0.8 BSCR after covariance adjustmglivided by
BSCR prior to covariance adjustment (1200/15

Finally apply the diversificationcredito t he assets held in trus
Regulatory capital Amount
Asset in Trust Capital Factor $42.50
Diversification credit 0.8
Capital requirements arising from encumbered assets $34.00




C15. SCHEDULE OF REGULATED NON -INSURANCE FINANCIAL
OPERATING ENTITIES (SCHEDULE XVI)

Background

C15.1 The schedule oRegulated Nofinsurance Financial Operating Entitiés ScheduleXVI
dshall calculate the insurerds r-iesgranceat or
financi al operating entities and shall
adjustment, which is added to the BSCR (after covariance adjustment) amaurivet@t
the BSCR.

C15.2 This shall apply to all entities where the insurer exercises either control or significant

influence. In determining whether the parent company controls or significant influence
over a regulated neimsurance financial operating memhsrthe group, the definitions
contained in the U.S., U.K., or Canadian GAAP or IFRS, as applicable, shall apply.

Items

Column Item Description

1 Entity Name Column (1): Input the name of the regulated-fioancial operating entity

where the insuregxercises either control or significant influence

2 Jurisdiction Column (2): Input the jurisdiction of said regulated entity

3 Sector Classification | Column (3): Input the sector where the said regulated entity operates

4 Strategic Purpose Column (4):Input the description of the strategic purpose of said regulateg

entity

5 Entity Type Column (5): Input the entity type of said regulated entity

6 Products and Services| Column (6): Input the description of the products and services offered to
Offered external parties by said regulated entity

7 Participation Column (7): l nput the insurerds ¢

significant influence) on said regulated entity.

8 Percent of ParticipatinCo |l umn ( 8) : l nput the insurerodos ¢
Interest regulated entity

9 Assets Column (9): Input the total assétm a unconsolidated bast)said regulated

entity

10 | Investment Amount Column (10): Input the investment amoon a unconsolidated basis)said
(Equity Method) regulated entity, which shall be (a) the equity value where the insurer exe

significant influence and has accounted under the equity method of accoy
asaggregated in ForEBS Line 4(d)

11 | Regulatory Capital Column (11): Input the regulatory capital requirement (RCR) for said regu
Requirement for entity, which shall be based on t
Regulated Entities regulatory sector in which the said entity is liced to conduct neimsurance
(RCR) financial business.
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Column Item Description

12 | Applicable Share of th¢ Column (12): Calculated using [Column (8) x Column (11)].

RCR
Instructions Affecting Schedule XVI

Cl5.2aT h e I nsur eraystal reqigeméenta fororegulated notsurance financial
operating entities, where the insurer exercises either control or significant influence, shall
be calculated in accordance with Schedul|e
Twhere Iicoand oisi gni ficant influenceo;

C15.2bThe name of the entity and its jurisdiction of incorporation shall be provided;

Cl15.2cT h e sector classification o-insuraneecfinancalf t he
operating entities shall be provided as prescribed ®BVWA,

C15.2d The description of the strategic purpose of each entity shall be provided;
C15.2eThe entity type shall be provided;

C15.2f The description of the products and services offered to external parties of each entity shall
be provided;

C152gT he i nsur er éawkgopsaedwhethar coptmaltor sigmficant influence, on each
registered entity shall be provided;

C15.2hThe percent of participating interest of the insurer on each registered entity shall be
provided;

C15.2i The total asset®n a unconsolidated basi#)each etity shall be provided;

C15.2) The investment amouripbn a unconsolidated basshall be (1) the equity value of the

insurerd6s investment in such regulated ent
and has accounted under the equity method of atioguas aggregated in ForbiEBS
Line4(d)ang( 2) the net asset value of the insjur

where the insurer exercises control shall be provided;

C15.2k The RegulatoryCapital Requirement (RCR) shall be provided based onther i sdi ct i ot
solvency laws for the regulated sector in which the entiticésced to conduct non
insurance financial business; and

Cl52iThe insurerds proportionate share of eaclh
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C16. SCHEDULE OF SOLVENCY (SCHEDULE XVII)

Background

Cl6.1 The scheduleof solvencyd Schedule XVIId shall disclose the insurers that have been
consolidated to determine its ECR.

C16.2 This shallapplyto all entities that have been consolidated, whether the insurer exercises
control or significant influence. In determining wher the insurer has control or
significantinfluenceover an entity, the definitions contained in the US, UK, or Canadian
GAAP or IFRS, as applicable, shall apply.

Items
Column Item Description
1 Entity Name Column (1): Input the name of the entity

2 Jurisdiction Column (2): Input the jurisdiction of said entity

3 Entity Type Column (3): Input the entity type of said entity

4 Percent of Column (4): l nput the insureraos

Participation/Interes| entity

5 Net Premiums Column (5): Input the net premiums written of said entity
Written

6 Total Assets Column (6):Input the total assets of the subsidiaries of the insurer using
valuation basis required in the jurisdictions where the subsidiicereed

7 Net Assets Column (7): Input theet asset valuation of the subsidiaries of the insure
using the valuation basis required in the jurisdictions where the subsidi
licenced

8 Regulatory Capital [Col umn ( 8) : l nput the entityos 1

Requirement

the said entity is registered lazenced

Instructions Affecting Schedule XVII

C16.2aThename of the entity over whom the insurer exercises control or significant influence;

C16.2bThe name of the jurisdiction in which the entityicencedor registered;

C16.2c The entity type shall be providéde., holding company; operating entity or branch);

C16.2dT h e

groupo6s

participation interest of
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C16.2eNet Premiums Written dhese entities shall be provided;

C16.2f The total assetsf the subsidiaries of the insurer using the valuation basis required in the
jurisdictions where the subsidiarylisenced

C16.2gThe total net asset valuatiaf the subsidiaries of the insurer using theuasibn basis
required in the jurisdictions where the subsidiafycesnced and

C16.2hThe solvency requirement for each registered entity as determined by the jurisdiction
where the entity iicencedor registered.

Additional Guidance

Insurers to Include in the Report
C16.2.i. The insurer should at minimal include the details of the Bermuda entity (note that
the regulatory capital requirement for the Bermuda entity wouttdlglSM).

C16.2.ii. Ifthe insurer has other entities that have been included in the consolidatemhstatu
statements, then these amounts would be reported gross (prior to consolidation).
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Cl7.1

Cl17.2

Cl7. SCHEDULE OF PARTICULARS OF CEDED REINSURANCE
(SCHEDULE XViIII)

Background

To assess the risk of amounts reported in Funds Held By Ceding reinsurersl HBSmM

Line 12(c)), the Authority requires insurers to determine the arrangement that the funds are
beingheld In the event of default, if the Company bears the risk (as well as the market risk
of the valuation of investments), then these amounts are to beein Schedule IIA,
Schedule of Funds Held by Ceding Reinsurers in Segregated Accounts/Trusts By BSCR
Rating; if the reinsurer bears the risk of the assets held, then these amounts are to be
reported on Schedule XVITl Schedule of Particulars of CedRéinsurance.

Particulars of reinsurance balances shall disclose at least the ten largest reinsurance
exposures with the remaining reinsurance exposures grouped according to BSCR ratings
and/or a single consolidated reinsurance expésure

a. the name of reinger;

b. the BSCR rating;

c. the amount of reinsurance balances receivable, funds held by ceding reinsurers,
and reinsurance recoverable balance (as reflected in HoBS Lines 11(e),
12(c), and17(c));

d. funds held by ceding reinsurers (as reflected in FOEBS Line 12(c)), in
paragraph (iii) above, shall be included only to the extent that they are not
already included under Schedule 1A,

e. the amount of reinsurance balances payable and other payables (as reflected in
Form1EBS Lines 28, 29, 33, and 34(c¢}) the extent that they are attributable
to that particular reinsurer or reinsurance exposure balandethere is a
contractual right of seff;

f.  the amount of any collateral placed fawvour of the insurer relating to the
reinsurance balances (as reféztin the Notes to FordEBS Lines 11(e)and
17(c));

g. the amount of qualifying collateral shall be the collateral amount in (vi) less a
2% reduction to account for the market risk associated with the underlying
collateral assets but, at all times, theldyag collateral shall not exceed the
net exposure, which is the difference between the amounts in (iii) and (v);

h. the net qualifying exposure shall be the amount under (iii) less the amounts
under both (v) and (vii) above;

I for the purposes of this Scheeduthe appropriate BSCR rating shall be
determined as follovds
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(A) the BSCR rating shall be based on either the rating of the reinsurer
or the rating of the letters of credit issuer, if any, whichever is higher;

(B) where the letters of credit does not relatéhi® entire reinsurance
exposure, the reinsurance exposure should be separated to reflect the
rating of that portion of the exposure which is covered by the letters
of credit and the rating of that portion of the exposure which is not;

(C) where the reinsureis a domestic affiliate, it shall be assigned a
BSCR rating of 0 regardless of its credit rating;

(D) where a reinsurer is not rated but is regulated in a jurisdiction that
applies the I nternational Asso
Insurance Core Princigls (I Al S6 | CPs) and i
both a minimum capital requirement and a prescribed capital
requirement (PCR) and fully meets its PCR in that jurisdiction, it
shall be assigned a BSCR rating of 4 or otherwise, it shall be
assigned a BSCR rating &, and

(E) where the insurer has disclosed a single consolidated reinsurance
exposure, that exposure shall be assigned a BSCR rating of 8;

(F) insurance financial strength ratings, reflecting the claims paying
ability of (re)insurers, issued by the recaguoi cedit rating
agencies shall be used for the purposes of this schedule; the
corresponding BSCR ratings shall be determined in the same
manner as specified in sections G#to C2.1linstructionsaffecting
Schedule Il

Additional Guidance

Premiums Receivables to be Reported on Line 10 of Balance Sheet

C17.2.i. TheAuthority would like to confirm that premiums receivables should typically be
captured under Line 10 of the balance sheet and not Line 11. Reinsurance
receivables are typically thosecoverablethat have now beesrystallised hence
both reinsurance receivables and recoverables are assessed together from a credi
risk perspectiveAdditionally, the Authority confirms that the Line 33 offset against
reinsurance balances should only apply to thergxhat they are attributable to a
specific reinsurer

Capital Risk Charge based on Nature of the Arrangement
C17.2.i. For funds held by ceding companies, the capital risk charge is calculated by the
nature of the arrangement.

1 Where specific assets have beencalted for the benefit of the reinsurer, such
that the reinsurer bears market risk on those assets, the Authority requires
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insurers to look through to the underlying assets, and report these balances on
Schedule 1lA. This effectively adds to the fixed in@nsk and equity risk
modules similar to Schedule II.

1 Where there are no specific identified assets, the reinsurer is effectively in a
similar position to a typical cedant with reinsurer exposure, and the amounts
will thus be treated similarly teeinsurance recoveries and shall be reported
on Schedule XVIII Particulars of Ceded Reinsurers. Further, the rating for

reinsurance exposures should be based on the financial strength ratings of the
insurer.
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C18. SCHEDULE OF CASH AND CASH EQUIVALENT COU NTERPARTY
ANALYSIS (SCHEDULE X IX)

Background

C18.1 For assessing the underlying credit security of cash and cash equivalent counterparties, the

Authority is requiring insurers to provide details of the largest 10 exposures and rating of
those institutions. Theemaining balance can be aggregated by BSCR rating (which is a
similar methodology to the Schedule of Particulars of Ceded Reinsurance)

Instructions Affecting ScheduleXIX
C18.1aCashand cash equivalent balances are to be reported based on its BSCR Rating;

C18.1bAn insurer may disclose at least the top ten cash and cash counterparty exposures (a
reflectedin Form1EBSand Schedule IIA Column 1, Line 27);

C18.1c Theremainingbalance may be grouped according to BSCR rating;

C18.1dAll unreconciledbalances shall be allocated to the single consolidated exposure balance
that receives a BSCR Rating of 8;

C18.1eCash and cash equivalents issued by a country that is ratecbrABetter in its own
currency shall be classified under BSCR rating class 0;

C18.1f Insuers may allocate BSCR Ratmigased on thehortterm ratings in théable belowor
alternatively based on the lotgrm ratingsletailedn Schedule Ilin each case following
the process specified in the instructions affecting Schedudadi

C18.1gAmounts shall be reported on botan unconsolidatedand consolidatedEBS basis,
however if an insurer does not have entities to consolidate, eotesolidated EBS
information only.

BSCR Ratings Standard & Moodyds AM Best Fitch
Poor&s

Class 2 Al+ P1 AMB -1+ F1+

Class 3 Al P2 AMB -1 F1

Class 4 A2, A3 P3 AMB-2, AMB -3 | F2, F3

Class 5

Class 6 B-1,B-2 B

Class 7 B-3

Class 8 Unrated short -term investments and all other ratings
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BSCR Ratings KBRA DBRS Egan-Jones Japan Credit Morningstar
Rating Agency | Credit Ratings

Class 2 K1+ R-1HM A-1+ Ji+ M1+

Class 3 K1 R-1L A-1 Ji M1

Class 4 K2, K3 R-2 H,M,L A-2,A-3 J2 M2, M3

Class 5 R-3 B-1 J3

Class 6 B R-4 B-2

Class 7 B-3 NJ

Class 8 Unrated short -term investments and all other ratings
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Cl19.1 For insurersthat write business in multiple currencies, the Authority has developed a

C19.2 A capital charge is applied for those currencies for which the assets in the currency are less

C19. SCHEDULE OF CURRENCY RISK (SCHEDULE XX)

capital charge for each currency whrerr e t
the groundsof proportionality, the Authority is requiring insurers to provide currency
exposures for at least 95% of total assets and liabilities held.

than the sum of the liabilities denominated in the currency plus a proxy BSCR for that
currency.The capital charge of 25% is appliedhedifference between the liabilities plus
proxy BCSR for the currency and the assets held in that currency. The proxy BSCR for a
given currency shall be calculated as the product of the liabilities in that cuaeddhe

proxy BSCR factor. The Proxy BSCR factor is calculated as the total liabilities found on
Form 1EBS Line 39 divided by the total ECR Charge. The proxy BSCR factor shall be the
maximum of:

1 The prior year value;
1 Average of the last 3 years.

Instructions Affecting Schedule XX

C19.2aAt | east 95% of an insurerods tot al l i abi
Balance Sheet shall be included:;

C19.2b GrossCurrast and GrossCurriab, shall be valued in line with the Economic Balance
Sheet principles set out in Schedule XIV;

C19.2cWhere an insurer uses currency hedging arrangements to manage its currency risk, then
Currast and Currliab, may reflect the impact of those arrangement&mssCurrast

and GrossCurriab of a 25% adverse movement in foreign exchange rates, otherwise
the amountsGrossCurrast and GrossCurriab shall apply;

Cl9.2dA6curr emgy ahedgpigement 6 means derivative
designed to reduce losses due to foreign currency exchange movements, and which mee
the Authorityds requirements to be cl ass

C19.2eAmounts shall be reported on bodim unconsolidatedand consolidatedEBS basis,

however, if an insurer does not have entities to consolidate, @neplidated EBS
information only.
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Additional Guidance
Calculating the BSCR Proxy
C19.2.i. When calculating the BSCR Proxy, insurers are to provideilitias (on an EBS

basis) and totdull (old basis)ECR capital chargenanEBS basidor the prior 3
years. In the instance the insurer does not have liabilities and the ECR capital charge
on an EBS basis, the Authority will allow insurers to prowige unconsolidated
balances for eacliNote that for financial yeagnds within the BSCR transitional
period, insurers are to report the full dddsis BSCR for that period.

C19.2.ii. If the insurer does not have either liabilities or ECR capital charge for the3prio
years,
1 insurers filing their BSCR for the first time are to use current year figures for
theprior year;
1 insurers that have previously filed a BSCR however do not have 3 years of
historical data shall provide the years they have data for, and leave the years
with no data reported as blank

Meeting the 95% Minimum Asset and Liability Test
C19.2.ii. Theinsurerdoes noimeet the 95% minimum test on this schedule. How will this
i mpact the BMAGO6s risk assessment of t
9 The Authority may require additional information from the insurer to assess
its currency risk if it does not meet the 95% minimum test. This mait res
a capitaladdn whi ch wi | | require the ins
revised on its published Financial Condition Report.

Reporting Assets and Liabilities with Hedging Arrangements
C19.2.iv.  For insurers that have been provided apprdnaah the Authorityfor including
hedging arrangements in their currency risk schedule, the insurer shall report the
total asset and liability of such currency hedge before and after the hedging
arrangement.

IE. If an insurer had $1.2M in USD Assets, $\W/in USD Liabilities; £0.5M in Sterling Pound
Assets and0.4M in Sterling Pound Liabilities; $0.Bbin Canadian Dollar Assets and $0M.0

in Canadian Dollar Liabilities; which the insurer had an approved asset hedge of $0.2M from
USD to Sterling pound, th would be represented as follows:

Assets with Hedging Liabilities with
Currency Assets Arrangements Liabilities | Hedging Arrangement]
USsD $1.2M $1.0M $0.75M $0.75M
Sterling Pound | £0.5M £0.7M £0.4M £0.4M
Canadian Dollar| $0.25M $0.10M
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C20. SCHEDULE OF CONCENTRATION RISK ( SCHEDULE XXI)

Background

C20.1 To assess the insurerds concentration r
largest 10independenexposures relating to all instruments (such as equity holdings,
bonds, real estate, loans, etc.hiehh would be an addition to the existing BSCR market
and/or credit risk contributed by those exposures.

C20.2 For considering which counterparties need to be grouped together to be considered
inclusion in this module, a single counterparty should include eddited/connected
counterparties, which are defined as:

a. Control relationship: one of the counterparties, directly or indirectly, has control
over the other(s);

b. Economic interdependence: if one of the counterparties were to experience
financial problems, iparticular funding or repayment difficulties, the other(s) as
a result, would also be likely to encounter funding or repayment difficulties.

Instructions Affecting Schedule XXI
C20.2aDi scl osure of an insurerds ten | argest ¢
the name, the exposure and allocation by asset type, bond / mortgage type (if applicable),

BSCR Rating (if applicable) and asset value consistent with ERBS

C20.2bA counterparty shall include all related/connected counterparties defined as:

(A) Control relationship: if the counterparty, directly or indirectly, has control
over the other(s); or

(B) Economic interdependence: if one of the counterparties were to experience
financial problems, in particular funding or repayment difficulties, the other(s)
as a result, would also be likely to encounter funding or repayment
difficulties.

C20.2c Asset Type (Column A) shall be one of the following lines taken from A&BS
(A) Cash and caskquivalents (Line 1)
(B) Quoted Investments (Line 2)
(C)Unguoted investments (Line 3)
(D) Investments in and Advances to Affiliates (Line 4)
(E) Investments in Mortgage Loans on Real estate (Line 5)
(F) Policy Loans (Line 6)
(G)Real Estate (Line 7)
(H) Collateral Loans (Line 8)
(I) Funds held by ceding Reinsurers (Line 12)

C20.2dAsset suktype (Column B) shall provide further details of the type of asset as included in
Table 1, Table 2 or Table 8 as appropriate;
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C20.2eBSCR Rating (Column C) shall be the BSCR rating that was allocated testhievehen
it was included in Table 1, Table 2 or Table 8 as appropriate;

C20.2f Asset Value (Column D) shall be the value of the asset as required by the Economic
Balance Sheet valuation principles as set out in Schedule XIV; and

C20.2gAmounts shall be reported oroth an unconsolidatedand consolidatedEBS basis,
however, if an insurer does not have entities to consolidate, @mesolidated EBS
information only.

Additional Guidance
Reporting Largest 10 Independent Exposures
C20.2.i. Complete the schedule by providing th2largest independent exposures relating

to all instruments (e.g. equity holdings, bonds, real estate, loans|aete}t
counterparties. If a counterparty has more than one BSCR rating or Asset Type,
enter each rating separately (i.e., if an insurerfachased bonds and preferred
shares of a company, then the insurer
ABond / Mortgage Loan Typeodo as the ap
the rating of thébondin one line. In the second line, the insurs to report the
AAsset Typeo as fAPreferred Sharskae® an

Hedge Funds
C20.2.ii.  When counterparty exposure c¢ollective investment funds such lasdge funds

and diversified funebf-one structuresnsurers are to repdtte portfolio on a look
though basis.

Investment in Affiliates Types

C10.1.i. Forinvestment in affiliates, allocate based on the following categories:

() Regulated Entity an entity that files to a regulatory body or supervisory authority;
Note thateach regulatedntity is required to providthe requirectapitalrequirement
equivalent to the Bermuda Monetary Auth

(i)  Operating Entityi is an entity that sells products and takes on business risk;

(i)  Unregulated entities that condwtcillary service$ refers to unregulated entities that
provide support services to the primary activities of an insurer (this would include
marketing, information;

(iv)  Unregulated noifinancial operating entitieisrefers to an entity that sells products and
takes on business risk (this would include department stores and automobile sales);

(v) Unregulated financial operating entitiésrefers to an entity that sells financial
instruments (this would include Credit Default Swaps (C&%®) weather derivatives)
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C11. COMMERCIAL INSURER RISK ASSESSMENT (CIRA)

Background

Cli1 The Commercial Insurer Risk Assessment (CIRAMmeworkassesses the quality of the
risk management function surrounding h e
Operational risk is the risk of lossising from inadequate or failed internal processes,
people system®r external events. Operational risk also includes legal risks. Reputational
risks arising from strategic decisions do not count as operational risks.
frameworkemphasestheinterrelationships between the Risk Management and Corporate

i na@peratienal orisk exposures.

Governance functions as seen below:

Board of
Directors

Risk
Management
Function

Risk

Identification \

Risk
Monitoring &
Reporting

Risk /

Response

Risk

Measurement
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Cl1.2

C11.3

Cli4

The Board of Directors has an influential role in establishing, inter alia, the strategic
directionand risk culture of thensurer The BMA views the Risk Managemednnction

as a critical tool to furnish the Board with the necessary information to make appropriate
decisions and assist tmsured s ma n a g e me n torganieatiosfarveal.r i ng t h

The Risk Management function within the CIRA lhasr components: Risldentification
Risk Measurement, Risk Response, and Risk Monitoring & RiegorfThe insurewill
undertake the seissessment by answering the questions related tmlibee of its risk
management processes in place to address the material risg &nasn each operational
risk area.

The CIRA framework embodies a maturity model approach to identify iasureb s
developmentastage with respect to a specific operational risk area. It rewardsstiver
for achieving progress in each risk managetrerea. It reviews the followingight
operational risk exposures as follows:

a. Business Processes Riskncludes a risk of errors arising from data entry, data

processing, or application design.

b. Business Continuity Risk includes a risk of an event ththtreatens or disruptsia
i n s 8 coetinudus operations.

c. Compliance Risk includes a risk of legal or regulatory breaches or both.

d. Information System Risk includes a risk ofinauthorisedccess to systems and
data, data loss, utility disruptions, sefire and hardware failures, and inability to
access information systems.

e. Distribution Channels Risk includes a risk of disruption tonainsured s
distribution channel arising from employment of inexperienced or incapable
brokers or agents.

f. Fraud Riski includes a risk of misappropriation of assets, information theft,
forgery, or fraudulent claims.

g. Human Resources Risk includes a risk of employment of unethical staff,
inexperience or incapable staff, failure to train or retain experienced staff, and
failure to adequately communicate with staff.

h. Outsourcing Riski includes a risk of miscommunication of responsibilities in
relation to outsourcing, breach of outsource service agreements or entering into
inappropriate service agreements.




Cl11.5

Cl1.6

Cl1.7

The CIRAframeworkapplies the components within the Risk Management function to
each operational risk area. Tinsurerassessesach operational risk area and selects the
applicable descriptor under the fADI mensi
oftheinsurebs process surrounding the specific

In order tobe credited for a relevant score within the CIRAamework, thensurermust
fulfill t he cr Dimensiaba cionl utnhne. A | n iInsuserfingsitsef s s me
between stages, thiesurermust select the lower stage. Tihsurercan supplement the
selection with additional comments that demade at the end of each risk management
function.

The total scores for each component within the CIRA Framework are aggregated and
produce the pertinef@perationaRisk Chargepercentage The Operational Risk Charge
ranges from 1% to 10%. The reten Operational Risk Charge percentage is applied to

t he ABSCR (After Covariance Adjustment)
Operational Risk Capital Charge.

Iltems for Clas4 and 3B Insurers

a.Corporate Governangetheinsurera s sesses each statement |
and places an fAXo0 in the column Al mpl emer
meets the criteria (200 points for each fulfilled area). The worksheet will automatically
aggregate all scores.

Theinsurermay provide comments in the space provided to support its responses.
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Board of Directors

Dimension Implemented Score
Sets risk policies, practices and tolerance limits for all material foreseeable 200
operational risks at least annually and enstireg are communicated to relevai
business units
Monitors adherence to operational risk tolerance limits more regularly than 200
annually
Receives, at least annually, reports on the effectiveness of material operatig 200
risk internal controls aw e | | as management 0s pl a
weaknesses
Ensures that systems and/or procedures are in place to identify, report and 200
promptly address internal control deficiencies related to operational risks
Promotes full, open and timedifsclosure from senior management on all 200
significant issues related to operational risk
Ensures that periodic independent reviews of the risk management function 200

performed and receives the findings of the review

b. Risk Management Functidntheinsurera s sesses each

column and places an AX0 in

function meets the criteria (150 points for each fulfilled area).

automatically aggregate all scere

t he col

stat emen|t

umn

The worksheet will

Theinsurermay provide comments in the space provided to support its responses.

Risk Management Function:

Dimension Implemented Score
Is independent of other operational units and has direct access to the Boary 150
Directors
Is entrenched istrategic planning, decision making and budgeting process 150
Ensures that the risk management procedures and policies are well docum 150
and approved by the Board of Directors
Ensures the risk management policies and procedures are communicated 150
throughout the organisation
Reviews operational risk management processes and procedures at least & 150
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Dimension Implemented Score

Ensures that loss events arising from operational risks are documented ang 150
event data is integrated into enterprise risk management
Documents its risk management recommendations for operational units, en 150

that deficiencies have remedial plans and progress on the execution of suc
are reported to the Board of Directors at least annually

c. Risk Identificationi theinsureris to answer the following question:

i H ahe insurertaken steps to identify material risks arising from the Operational Risk
Areas identified below?d

| f the answer t o t hadnsugeuees hot lvave to complgtdl thed  t
mati x / gr i d. I f t he ans we rinsutens totidergify theuseaget i o
of progression of each Operational Risk Area based on the Dimension descriptor. The
insureri s then to input an AX0 i n t htextaplei d
under the relevant Operational Risk Area.

The insuremay provide comments in the space provided to support its responses.
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Risk Identification Processes:

Progression Operational Risk Areas
Dimension
Stage  Scoring Fraud HR Outsourcing Distribution Business Business IT Compliance
Channel Processes Continuity
1 50 fad hoco
2 100 Implemented but not standardise
across the organisation
3 150 Implemented, well documented

policies and procedures that are
understood by relevant staff, ang
standardised across the entire
organisation

4 200 In addition to Stage 3, processes
are reviewed at least annually wi
the view to assessirgffectiveness
and introducing improvements

d. Risk Measuremerit theinsureris to answer the following question:

AHasinsurbteaken steps to measure materi al ri sks arising f

I f the answer t o t hiesurgrdoesnot havento dorsplete thie matrix/dnice rif theé dmswer to the
guesti on i s insguréresgodderitifih thenstagetoeprogression of each Operational Risk Area based on the
Dimension descrir. Theinsureri s t hen to i nput an AXo0 in the grid corr
the relevant Operational Risk Area.

Theinsurermay provide comments in the space provided to support its responses.




Risk Measurement Processes:

Progression Operational Risk Areas
Dimension
Stage  Scoring Fraud HR Outsourcing Distribution Business Business IT Compliance
Channel Processes Continuity
1 50 fad hoco
2 100 Implemented but not standardise
across the organisation
3 150 Implemented, well documented

policies and procedures that are
understood by relevant staff, ang
standardised across the entire
organisation

4 200 In addition to Stage 3, processes
are reviewed at least annually wi
the view to assessirgffectiveness
and introducing improvements

e.Risk Response theinsureris to answer the following question:

i H dhe insuretaken steps to control and/or mitigate material risks arising from the Operational Risk Areas identified
bel ow?0

I f the answer t o t hiesurgrdoessnot havento dorspletd the rmatrix/dgnice rif theé dnswer to the
guesti on i s inguréresgodderitifh thenstagetofeprogression of each Operational Risk Area based on the
Dimension descripr. Theinsureri s t hen to i nput an AXo0 in the grid corr
the relevant Operational Risk Area.

Theinsurermay provide comments in the space provided to support its responses.
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Risk Response Processes:

Progression Operational Risk Areas

Dimension

Stage  Scoring Fraud HR Outsourcing Distribution Business Business IT Compliance

Channel Processes Continuity

50 fiad hoco

100 Implemented but not standardise
across the organisation
150 Implemented, well documented

policies and procedures that are
understood by relevant staff, ang
standardsed across the entire
organisation

200 In addition to Stage 3, processes
are reviewed at least annually wi
the view to assessirgffectiveness
and introducing improvements

f. Risk Monitoring & Reporting theinsureris to answer the following question:
i H ahe insurertaken steps to monitor and report material risks arising from the Operational Risk Areas identified

bel ow?590

I f the answer t o t hiesurgrdoessnot havento dorspletd the rmatrix/dgnice rif theé dnswer to the
guesti on i s induréresgodderitifh thenstagetofeprogression of each Operational Risk Area based on the

Dimension descriptor. Thasureri s t hen t o i nput an AX06 in the grid corr

the relevant Operational Risk Area.

Theinsurermay provide comments in the space provided to support its responses.
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Risk Monitoring & Reporting Processes:

Progression Operational Risk Areas
Dimension
Stage  Scoring Fraud HR Outsourcing Distribution Business Business IT Compliance
Channel Processes Continuity
1 50 fad hoco
2 100 Implemented but nattandardised
across the organisation
3 150 Implemented, well documented

policies and procedures that are
understood by relevant staff, ang
standardised across the entire
organisation

4 200 In addition to Stage 3, processes
are reviewed at least annually wi
the view to assessing effectiveng
and introducing improvements

g. Operational Risk Charge Calculation

Subject to the BMA having a different opinion and r e:
Operational Ri sk Capinsueeb sCBSCRe O Af 6 eap £b v dothlifd pupdsésd dj u s
of arriving at its ECHor the yearend filing.

i. Overall CIRA Scord the aggregate of all the total scores from the Corporate Governance, Risk Management
Function, Risk Identification, Risk Measurement, Risk Response, Risk Monitoring & Reporting assessment used
to determinghe Operational Risk Charge %.

ii. CIRA Scoring Gridi the applicable Operational Risk Charge % that would be used to determinsufe® s
Total Operational Risk Capital Charge.
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Overall Score Applicabl e Operational Ri sk C

Adj ust ment ) o

<=5200 10%
> 5200 <= 6000 9%
> 6000 <= 6650 8%
> 6650 <= 7250 7%
> 7250 <= 7650 6%
> 7650 <= 7850 5%
> 7850 <= 8050 4%
> 8050 <= 8250 3%
> 8250 <=8450 2%

> 8450 1%

iii. Total Operational Risk Capital Chargecalculated using the [Operational Risk Charge % x BSCR (After
Covariance Adjustment)].
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Items for Class3A Insurers

a. Corporate Governandet he i nsurer assesses each statement in th
col umn Al mp | ethe€orpgomtd Governaree function meets the criteria (200 points for each fulfilled
area). The worksheet will automatically aggregate all scores.

The insurer may provide comments in the space provided to support its responses.

Dimension Implemented

Sets risk policies, practices and tolerance limits for all material foreseeable 200
operational risks at least annually

Ensures they are communicated to relevant business units 200
Monitors adherence to operational risk tolerance limits megalarly than 200
annually

Receives, at least annually, reports on the effectiveness of material operation 200
I nternal controls as well as manag

Ensures that systems and/or procedures are in plaenttify, report and promptly 200

address internal control deficiencies related to operational risks

Promotes full, open and timely disclosure from senior management on all 200
significant issues related to operational risk

Ensures that periodindependent reviews of the risk management function are 200
performed and receives the findings of the review
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b. Risk Management Functidnt he i nsurer assesses each statement in/|t!]l
in the column @Al mplementedo where the Risk Managemer
fulfilled area). The worksheet will automatically aggregate all score

The insurer may provide comments in the space provided to support its responses.

Risk Management Function:

Dimension Implemented Score
Is independent of other operational units and has direct access to the Board ¢ 200
Directors
Is entrenched istrategic planning, decision making and budgeting process 200
Ensures that the risk management procedures and policies are well documen 200
approved by the Board of Directors
Ensures the risk management policies and procedures are communicated 200
throughout the organisation
Reviews operational risk management processes and procedures at least ant 200
Ensures that loss events arising from operational risks are documented and ¢ 200
event data is integrated into enterprise risk management
Documents its risk management recommendations for operational units, ensu 200

that deficiencies have remedial plans and progress on the execution of such |
are reported to the Board of Directors at least annually

c. Operational Risk Charg@alculation

Subject to the BMA having a different opinion and reas:
Operational Ri sk Capital Chargeo is appl i aothlfdrmurpéosése i nsjur
of arrivingat its ECR for the yeagnd filing.
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i. Overall CIRA Scoré the aggregate of all the total scores from the Corporate GoveraadBesk Management
Functionto determine the Operational Risk Charge %.

ii. CIRA Scoring Gridi the applicable OperationaliRs k Char ge % t hat would be wuse
Total Operational Risk Capital Charge.

Overall Score Applicable Operational Ri sk C
Adj ust ment) o

<= 800 10%

> 800 <= 1200 9%

> 1200 <= 1400 8%

> 1400 <= 1600 7%

> 1600 <= 1800 6%

> 1800 <= 2000 5%

> 2000 <= 2200 4%

> 2200 <= 2400 3%

> 2400 <=2600 2%
> 2600 1%

iii. Total Operational Risk Capital Chargecalculated using the [Operational Risk Charge % x BSCR (After
Covariance Adjustment)].
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Cl2.1

Cl2.2

C12.3

Cl12. SCHEDULE OF FIXED INCOME AND EQUITY INVESTMENTS BY
BSCR RATING (SCHEDULE 11 B)

Background
The schedule of fixed income and equity investments by BSCR rating (Scheglyle I
providesas br eakdown:of an insureros

a) bonds & debentures by both investment category (Corporate & Sovereign Bonds,
Residential MortgagBacked  Securities, Commercial Mortgagacked
Securities/AsseBacked Securities and Bond Mutual Funds) and BSCR ratings
(Ratings 68);

b) equity investments byasset category (Long Exposures, Short Exposures for
Qualifying Assets held for Risk Mitigation Purposes and Short Exposures foer Non
Qualifying as Assets for Risk Mitigating Purposes) and liability category (Without
Management Actions and with Management Actions);

c) spread risk for credit derivatives by spread up (for long and short exposures) and
spread down for (for long and short exposures);

d) counterparty default risk for owdhe-counter derivatives by market valud o
derivatives with positive market values, market value of derivatives with negative
market value and market value of collateral excluding any over collateralization; and

e) cash and cash equivalents

The amountseportedon Schedule 11B should reflect thelémaces as shown on Form
1EBS Lines 2(f) Quoted Investments, 3(f) Unquoted investments andO&{aatives
after lookthrough (where applicable).

This schedule applies a capital charge to fixed income investments based on the type of
category and ratingf the security held; and a shock to equity investments based on the
type of investment. The fixed income and equity charges are aggregated in the fixed income
and equity risk tabs, respectiveRurther this information provides the BMA with the type
andgual ity of investments held for assessin
balances reported on this schedule
1 Are, where interestate sensitiveto be included in Interest Rate/Liquidity Risk
charge calculation along with theinterestrate sensitivevalues reported on
SchedulslIC i IIF; and
1 areto be included in balances in Schedule XIXA Cash and Cash Equivalents

ltems

The Schedule is broken intive separate sections for which the total of each shaiier
reconciling for look-through, correspond to balanseeportedon Form 1EBSfor the
relevant yearln the absence of loetkhrough, the following (points-d) should hold:

a. Quoted and unquoted bonds and debentaras Investment in Mortgage Loans on
Real Estaté Line 14, Column@l) o6 Total 6 corresponds tp
3(b)and 5(c)
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b. Quoted and unquoted equitiekine 37, Column(l) o6 Tot al 6 corres
1EBS, Line 2(d) and 3(d);

c. Derivatives instruments Line 47, Columns (13, 6 and 8) and Line 57, Columns
(1, 2 and 3) corresponds to Form 1EBS 13(a);

d. Cash and Cash Equivalentd.ine 58, Column (1) corresponds ¢ash and cash
equivalents from hedge funds as reported on Form 1EBS Lines 2(e) arahd(e)

e. Quoted and unquotedvestmentgorresponds to hedge fundsraportedon Form
1EBS Lines 2(e) and 3(&)is to be reported on a look through basis and allocated
in sections-d above.

Instructions Affecting Schedule IB
C12.3aFixedincome investments, both quoted and unquoted, Ishaategorisednto corporate
bonds and sovereign bonds, residential mortdegpied securities, commercial
mortgagebacked securities/asdatcked securities, and bond mutual funds and classified
by BSCR rating;

C12.3bEquity investments, both quoted and unquoted, shall be categorized into long exposures,
short exposures qualifying as assets held for risk mitigation purposes in accordance with
criteria prescribeth section B4and short exposures not qualifying as adseits for risk
mitigation purposes in accordance with criteria prescribesction B4and are further
required to be classified by strategic holdings, duration based, listed equity securities,
preferred stocks, other equities, letters of credit, intdagiksets, pension benefit surplus,
infrastructure, derivatives and real estate

C12.3cPreferred stock shall dassifiedby BSCR rating;

C12.3dThe BSCR ratingfor fixed income securiggsandpreferred stock shall be determined in
the manner specified in the insttions affecting Schedule 11

C12.3eWhere a security is rated differently by various rating agencies, the insurer shall classify
the security according to the most conservative rating assigned;

C12.3f Unratedsecuritieshall be assigned a BSCR rating of 8;

C12.3gSoveragn debt issued by a country in its own currency that is ratedoABetter shall be
classifiedunder BSCR rating 0; while all other sovereign bonds are required to be
classified in a manner similar to corporate bonds;

C12.3hDebt issued by governmeatvned orentities that are explicitly quaranteed by that
government, é€xceptgovernment issued mortgatacked securities), shall be assigned a
BSCR rating of O;
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Cl23ifEx posur eso shall include those ¢étreorumihmed

approachcalculaed in_accordance with criteria prescribedsection B6for collective
investment vehicles and other investments packaged as funds;

Cl23jiBrategic holdingso refers to holdings
nature which meet the criteria prescribbedection B7.#or such holdings. Where such
investmentsrelistedon a designated stock exchange or are investments imdeirids
both meeting criteria prescribed by the Authority, then such investments will be classified

=)

as NType 10. l nvest ments that do not me et

Cl12.3knln f r a s t mefarstd holdirg® in qualifying equity infrastcture investments which
meet criteria prescribeth section B7.3for such investments that are Rsinateqic

holdings.

Cl23lfiLi st ed equity securities in developed ma
on designated stock exchanges or itwmesits in certain funds prescribiedsection B7.1

Cl23nmi®her equitieso shall include holdings i
notreported n accordance with the requirement
not listed herenasna A Equity Holdingo in this Sch

designated stock exchange prescribed by the Authority, hedge funds, commodities and
other alternative investments;

C12.3nBest estimate insurance liabilities and other liabilities (excludinawasigin) whose value
is subject to equity risk are to be included in Lih&$0 36;

Cl12.30Exposures qualifying as assets held for -nskigation purposes, and exposures not
qualifying asassetseld for riskmitigation purposes; shall be determined in acaoce
with criteria prescribeth section B4and

C12.3pFor all exposures other than derivatives, a default calculation ofshfbek value is
provided to expedite the filling of the schedule. It is expected that the default calculation
will be appropriate intte majority of caséshowever, the insurer always needs to review
the appropriatenessnd approve any resulting values. If the default formula is not
appropriate for certain asset class, or for certain instruments within an asset class, the
insurer is responsible for entering correct afieock values by overriding the default
formula.

C12.3qgFor derivatives, naefaultformula can be provided, due to the Amearity of the change
in value. That is, the change in derivative value (in percentages) is generally different
from the shock (in percentages) that is applied to the underlying ofriatoe.

“'n particular, tdine assttsvse,fsucal asidemman stocks
application of an x% downwards shock is equivalent to reducing the market value (price) by x%.
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Additional Guidance

Applying a BSCR Rating to Unquoted Internally Rated Investments

C12.3.i.

GNMA, FNMA and FHLMC are not eligible for BSCR Rating 0

Insurers that have developed an internal rating for unquoted investments shall apply
a BSCRratingof 8. However if an insurer would like to request permission to use
an equivalent scale of these investments in their BSCR filing, the insurer shall
request such permission in writing to the BMA and include details on the internal
rating assessment anghi@posed equivalent scale to the BSCR Rating scale. Only
upon approval shall insurer reclassify an unquoted investment from BSCR Rating
8.

C12.3.ii.

Mortgage BackedSecurities to use NAIC Rating

Securities that have a B Ya&dyndehtissuedgpy O
a country in its own currency thatisrated AAr bett er o, howev g
would like to acknowledge that Government National Mortgage Association
(GNMA), Federal National Mortgage Association (FNMA) and Federal Home
Loan Morgage Corporation (FHLMC) are not eligible for the sovereign bond
classification BSCR Rating 0 and shall be reported under MoHBagked
Securities (MBS). While the Authority acknowledges that an explicit government
guarantee applies to the credit risk I8NMA-insured mortgages uncertainty
remains with the timing of the mortgage loan repayments. Consequently, the
Authority does not extend the sovereign debt treatment to MBS.

C12.3.iii.

TheNAIC reclassifications of MBS will be assigned to the BSCR Ratings Classes
accordng to the following table:

Mortgage Backed Securities do radtvays adequately reflect the risk associated
with being held at less than par value. For this reason, the National Association of
Insurance Commissioners (NAIC) has modeled these bonds and provides US
insurers with a rating reclassification. The Authpshall allow insurers theption

to use these reclassifications wisermmarisingheir portfolio. Instances where an
instrument has a rating from a rating agency that would put it in BSCR ratings
classes 2, and it has also been classified as NAIC ratings class 1 (equivalent to
BSCR ratings class 3), then the better BSCR ratings oey be selected. The
Authority requires insurers to provide a separate summary of the EEB®VAlue

by BSCR rating class, both before and after the adjustment.

BSCR NAIC
Rating (for Mortgaged Backed
Class Securities Only)
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Some RMBS bonds are not directly modeled by the NAIC, including bonds held by
insurers tht do not have a United Stateesence. The NAIC provides a documented
four-step process as part of its SSAP No. 43R for reclassifying such bonds based on their
rating and their FormHEBSvalue relative to par. The Authority shall allow companies to
optionally follow this process in @sifying bonds that have not been formally

reclassified by the NAIC.

Affiliated Balances
C12.3.iv. Investments in Affiliates is to be treated like any other financial investment unless

t hey ful fil t he criteri a prescribed
Otherwise, the affiliate investment is to be allocated as an equity holding in lines
15-36.
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Ci13.1

C13.2

C13.3

Cl3.4

C13.4a All funds held by ceding reinsurers (as reported in Form 1EBS, Line 12(c)) and funds

C13. SCHEDULE OF FUNDS HELD (SCHEDULE Il C)

Background

To assess the risk of amounts reported in Funds Held By Ceding Reinsurers (Form 1EBS,
Line 12(c)), the Authorityequires insurers to determine the arrangement that the funds are
being held. In the event of default, if the reinsurer bears the risk of the assets held, then
these amounts are to be reported on Schedule X\@ithedule of Particulars of Ceded
Reinsurane; if the insurer bears the risk (as well as the market risk of the valuation of
investments), then these amounts are to be reported in Sch&lul&¢hedule of Funds

Held.

The Schedule of Funds Hedd Schedule IC 8 provides the BMA with details to ssss

the type and quality of investment held by requiring the insurer to allocate the balances by
investment category and BSCR Rating (similar to investments reported on Schylule Il
Further the balances reported on Schedulealso are used in the calation for the
Interest Rate/Liquidity Risk and Cash and Cash Equivalents exposure.

The investment categorisation and BSCR ratings shall be based on the same rating scal¢
and principles athosefound on Schedule Bl.

ltems

The amounts reported should correspond to balances reported on Form 1EBS Line 12(c)
and isallocated in the followindjive sections:

a. Quoted and unquoted bonds and debentares Investment in Mortgage Loans on
Real Estate

Quoted and unquoted equities

Derivatives instruments

Cash and Cash Equivalenssd

Quoted and unquoted investments.

® oo

Instructions Affecting Schedule IC

held under retrocession (as reported in Form 1EBS, Line 34(c)) with identifiable assets
and liabilities, such as fixed income investments, equity investments, mort@age lo
derivatives, hedge fundsd cash and cash equivalents, are required to be included here
reported on a lockhrough basis according to section B6 where applicable
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Cl4.1

Cl14.2

C14.3

Cl4.4

C14. SCHEDULE OF SEGREGATED ACCOUNTS (SCHEDULE 11 D)

Background

The schedule of Segregat&dcounts (Schedule i) r ovi des a br eakdow
Segregated Accounts

a) bonds & debentures by both investment category (Corporate & Sovereign Bonds,
Residential MortgagBacked Securities, Commercial Mortgagacked
Securities/AsseBacked Seauties and Bond Mutual Funds) and BSCR ratings
(Ratings 68);

b) equity investments by asset category (Long Exposures, Short Exposures for
Qualifying Assets held for Risk Mitigation Purposes and Short Exposures foer Non
Qualifying as Assets for Risk MitigatinPurposes) and liability category (Without
Management Actions and with Management Actions);

c) spread risk for credit derivatives by spread up (for long and short exposures) and
spread down for (for long and short exposures);

d) counterparty default risk for ewthe-counter derivatives by market value of
derivatives with positive market values, market value of derivatives with negative
market value and market value of collateral excluding any over collateralization; and

e) cash and cash equivalents

This schedulepplies a capital charge to fixed income investments based on the type of
category and rating of the security held; and a shock to equity investments based on the
type of investment. The fixed income and equity charges are aggregated in the fixed income
ard equity risk tabs, respectivelyurtherthis information provides the BMA with the type
and quality of investments held for asse
cash and cash equivalemalances reported on this schedule are tanblided in the
balances in Schedule XIXA Cash and Cash Equivalents.

The investment categorisation and BSCR ratings shall be based on the same rating scal¢

and principles athosefound on Schedule Bl.

ltems

Theamounts reported should correspontatances reported on Form 1EBS lari3(b,
c and d) and 36 (c, d andad is allocated in the following fiveections:

a. Quoted and unquoted bonds and debentares Investment in Mortgage Loans on
Real Estate

Quoted and unquoted equities

Derivativesinstruments;

Cash and Cash Equivalents; and

Quoted and unquoted investments.

© o0 o

Instructions Affecting Schedule ID
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C14.4aAll segregated account companies with identifiable assets (as reported in Form 1EBS,
Lines 13(b), (c), (d)) and liabilities (as reported immRA.EBS, Lines 36(c), (d), (e)), such
as fixed income investments, equity investments, mortgage loans, and cash and cash
equivalents, shall be included here;

C14.4bFixed Income investments (Lines1B): In columns 2, 4, 6, 8, and 10, insurers shall only
enter labilities that are directly linked to, and move in line with, corresponding assets
entered in columns 1, 3, 5, 7, and 9, respectively. Only such linked liabilities are allowed
to offset the risk charge on assets, up to the amount of assets they cortesgond
liabilities not directly linked to assets reflected in the Schedule shall be ignored in the
fixed income risk calculatian
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C15.1

C15.2

C15.3

Cl54

C15. SCHEDULE OF DEPOSIT ASSETS AND LIABILITIES (SCHEDULE
Il E)

Background

The schedule of Deposit Assets and Liabili{@shedule IIE) provides a breakdown of an
i n s uDeposittAssets and Liabilities

a) bonds & debentures by both investment category (Corporate & Sovereign Bonds,
Residential MortgagBacked Securities, Commercial Mortgagacked
Securities/AsseBacked Searities and Bond Mutual Funds) and BSCR ratings
(Ratings 68);

b) equity investments by asset category (Long Exposures, Short Exposures for
Qualifying Assets held for Risk Mitigation Purposes and Short Exposures foer Non
Qualifying as Assets for Risk Mitigaiy Purposes) and liability category (Without
Management Actions and with Management Actions);

c) spread risk for credit derivatives by spread up (for long and short exposures) and
spread down for (for long and short exposures);

d) counterparty default risk for verthe-counter derivatives by market value of
derivatives with positive market values, market value of derivatives with negative
market value and market value of collateral excluding any over collateralization; and

e) cash and cash equivalents

This schedulepplies a capital charge to fixed income investments based on the type of
category and rating of the security held; and a shock to equity investments based on the
type of investment. The fixed income and equity charges are aggregated in the fixed income
and equity risk tabs, respectivelurtherthis information provides the BMA with the type
and quality of investments held for asse
cash and cash equivalent balances reported on this schedule arenttudiel in the
balances in Schedule XIXA Cash and Cash Equivalents.

The investment categorisation and BSCR ratings shall be based on the same rating scal¢

and principles athosefound on Schedule Bl.

ltems

Theamounts reported should correspontatances reported on Form 1EBS [9d8(e)
Deposit Assets and 36(f) Deposit Liabilitesd is allocated in the following fivaections:
a. Quoted and unquoted bonds and debentares Investment in Mortgage Loans on

Real Estate

Quoted and unquoted equities
Derivatives instruments;

Cash and Cash Equivalents; and
Quoted and unquoted investments.

©® oo

Instructions Affecting Schedule IE
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C15.4aAll deposit assets and liabilities with identifiable assets (as reported in Form 1EBS, Lines
13(e)) and liabilities (as repodaen Form 1EBS, Lines 36 (f)), such as fixed income

investments, equity investments, mortgage loans, and cash and cash equivalents, are

required to be included here;

C15.4blnsurers should look into the nature of the deposit assets and map them in the BSCR
template to appropriate categories based on the cash flow profile and risk sensitivities.
For example, bontlke cash flow profile would be mapped to corporate bonds (based on
counterpartyoés credit rating).
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Cle.1

C16.2

C16.3

Cle.4

C16. SCHEDULE OF OTHER SUNDRY ASSETS ANDLIABILITIES
(SCHEDULE Il F)

Background

The schedule ddther Sundry Assets and Liabiliti€Schedule IF) provides a breakdown
of an Othes SundeyrAgssts and Liabilities

a) bonds & debentures by both investment category (Corporate & Sovereign Bonds,
Residential MortgagBacked Securities, Commercial Mortgagacked
Securities/AsseBacked Securities and Bond Mutual Funds) and BSCR ratings
(Ratings 68);

b) equity investments by asset category (Long Exposures, Short Exposures for
Qualifying Assets heldor Risk Mitigation Purposes and Short Exposures for-Non
Qualifying as Assets for Risk Mitigating Purposes) and liability category (Without
Management Actions and with Management Actions);

c) spread risk for credit derivatives by spread up (for long and sixpdsures) and
spread down for (for long and short exposures);

d) counterparty default risk for owhe-counter derivatives by market value of
derivatives with positive market values, market value of derivatives with negative
market value and market valukawmllateral excluding any over collateralization; and

e) cash and cash equivalents

This schedule applies a capital charge to fixed income investments based on the type of
category and rating of the security held; and a shock to equity investments baked on t
type of investment. The fixed income and equity charges are aggregated in the fixed income
and equity risk tabs, respectiveRurtherthis information provides the BMA with the type
and quality of investments hkeltighotéddhatthe s s e
cash and cash equivalent balances reported on this schedule are to bel imcthee
balances in Schedule XIXA Cash and Cash Equivalents.

The investment categorisation and BSCR ratings shall be based on the same rating scal¢

and principles athosefound on Schedule Bl.

ltems

Theamounts reported should correspond to balances reported on Form 1EB$3(g)e
Intangible Assets, 13(i) Pewsi Benefit Surplusl3(j) Other Sundry Assets and 36(i) Other
Sundry Liabilitiesis allocated in the following fiveections:

a. Quoted and unquoted bonds and debentarg$nvestment in Mortgage Loans on

Real Estate

Quoted and unquoted equities
Derivatives instruments;

Cash and Cash Equivalents; and
Quoted and unquoted investments.

®eo0 o
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Instructions Affecting Schedule IF

C16.4aAll other sundry assets and liabilities with identifiable assets (as reported in Form 1EBS,

Lines 13(j)) and liabilities (as reged in Form 1EBS, Lines 36 (i)), such as fixed income

investments, equity investments, mortgage loans, and cash and cash equivalents, shall b

included here;
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Cl7.1 The schedulef premiumexposure measurgy line of busines® Schedule ND &

Cl7. SCHEDULE OF PREMIUM EXPOSURE MEASUREBY LINE OF
BUSINESS (SCHEDULE IVD)

Background

provides ebreakdowno f a n  grass pramaim éxposure measure and net premium
exposure measuren a consolidated basi¥he exposure measure is calculated by the
greater of:

a) Gross Premim Written / Net Premium Written for the current year;

b) Estimate of Net Earned Premiums for the next 12 months;

Plus
1 Net FP (Existing); and
1 Net FP (Future)

Instructions Affecting Schedule 1D

Cl7.lafi Net Premi ums Wri tteno me awrten fohthe repootings o | i
period;

Cl7.lbiEsti mate of Net Ear ned P Do eeansthaeetgremmiumst h e
earned for the next twelve monftlwghether arising from policies already inceptedund
but not inceptedor not bound but incepting the next twelve months)

Cl7.1ciNet Base Premium Exposuredo means the gr
of Business in paragraphs (a) and (b) above;

Cl7.1diNet FP (existing)o means the expected p
insurer d&er the next twelve months reporting period for existing qualifying ryelir
insurance policies;

Cl7.len Net FP (future)o means the expected pre
insurer after the next twelve months reporting period for qualifyingji-year insurance
policies where the initial recognition date falls in the following twelve months;

Cl7.afiNet Premi um Exposure Measureo means t he
(e) above;

Cl7.1gi Gr oss Premi um EX pos ur ecaldatadsnparagaphrffeabones t
but on a gross of reinsurance basis;

Cl7.1hfiGeogr aphic Net Premium Exposure Measur g
and

C17.1i all amounts shall be reported on a consolidated basis only.
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Additional Guidance

Qualifying multi -year insurance policies

C20.2afiqual i f wyiermag muwlstuirance policieso (means tHos

earning)term longer than twelve months after allowing for the criteria prescribed by the
Authority;

C20.2bCorollary to the above is that insurangolicies which are earned over a term of twelve
mont hs or | ess (i.e. single yea-yearpol i ci ¢
insurance policies;

C20.2cIn order to determine what contracts fall under rydiar exposure, insurers should take
intoaccomt paragraph 122 of the Authorityods
and I nsurance Groupsod6 Statutory Reporti.
flow projections used in the calculation of the best estimate should take account of all
future cah in and outflows required to settle the insurance obligations attributable to
the lifetime of the policyThis isdefined to continue up to the point at which:

a) the insurer is no longer required to provide coverage;

b) the insurer has the right or the practical ability to reassess the risk of the particular
policyholder and, as a result, can set a price that fully reflects that risk;

c) the insurer has the right or the practical ability to reassess the risk of the pointoli
contains the contract and, as a result, can set a price that fully reflects the risk of that
portfolio

C20.2dFor example, mukty e a r contracts with fAgetaway cl
cancellation provisions may be treated as-ye@r contract@nd thus excluded from
multi-year exposure.

C20.2eThe criteria prescribed in paragraph C20.2c are taken from the Guidance for calculating
the EBS Technical Provisions. A natural implication is that the treatment ofyealti
contracts should be consistent betw the calculation of FP(Existing) and EBS Technical
Provisions.
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Cl18.1

C18.2

C18. SCHEDULE OF GEOGRAPHIC DIVERSIFICATION OF NET
PREMIUM EXPOSURE MEASURE (SCHEDULE IV E)

Background

The schedule of geographic diversification of net prengxposure measufe Schedule

IVEQ provides ebreakdowro f an i ns ur eexpOssire meaduls/ stat@aryi u m
lines of business and by geographical location. The BMA has identified and defined 24
statutory lines of business and 18 statutory geographical zones.

Line item 256 Tot al 6 o f E f& ;nét epeemilimeexposwe measurshould

correspond to the balance reportedlMD Net Premium Exposure Measure for the
applicable line of business.

Instructions Affecting Schedule ¥

C18.2aFor each line of business, the net premaxposure measustated in Schedule IV may

be split between the 18 geographic zones set below. If included, the total of amounts in
zones 118 for a given line of business shall equal the corresponding amount of net
premiums written shown in ScheduleDVY

C18.2bAmounts shall be reported on a consolidated basis only.

Additional Guidance

C18.2cWhen allocating the premiuraxposure measurgy geographic location, allocate the

premiums by the location of thisk.
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C19. SCHEDULE OF CASH AND CASH EQUIVALENT COU NTERPARTY
ANALYSIS (SCHEDULE X IXA)

Background

Cl19.1 For assessing the underlying credit security of cash and cash equivalent counterparties, the
Authority is requiring insurers to provide details of the largest 10 exposures and rating of
those institutions. The remainifiglance can be aggregated by BSCR rating (which is a

similar methodology to the Schedule of Particulars of Ceded Reinsurance).

Instructions Affecting Schedule XA

C19.1aan insurer may disclose at least the top 10 cash and cash counterparty exposures (ag
reflected in Form 1EB&ine 1and Schedules IIB to IIF Column 1, Line 58)

C19.1bthe remaining balance may be grouped according to BSCR rating;

C19.1call unreconciled balances shak allocated to the single consolidated exposure balance
that receives a BSCR Rating of 8;

C19.1dcash and cash equivalents issued by a country that is ratedrAlfetter in its own
currency shall be classified under BSCR rating class 0;

C19.1einsurers may allocat®SCR Ratingbased on thehortterm ratings in théable belowor

alternatively based on the loigrm ratingsletailed in Schedule,lin each case following
the process specified theinstructions affecting Schedule Hnd

C19.1f amounts shall beeported on an EBS Valuation basis.

BSCR Ratings Standard & Moodyds AM Best Fitch
Poor ds
Class 2 Al+ P1 AMB -1+ Fl+
Class 3 Al P2 AMB-1 F1
Class 4 A2, A3 P3 AMB-2, AMB -3 | F2, F3
Class 5
Class 6 B-1,B-2 B
Class 7 B-3
Class 8 Unrated short -term investments and all other ratings
BSCR Ratings KBRA DBRS Egan-Jones Japan Credit Morningstar
Rating Agency Credit Ratings
Class 2 K1+ R-1 H,M A-1+ J1+ M1+
Class 3 K1 R-1L A-1 Ji M1
Class 4 K2, K3 R-2 H,M,L A-2,A-3 J2 M2, M3
Class 5 R-3 B-1 J3
Class 6 B R-4 B-2
Class 7 B-3 NJ
Class 8 Unrated short -term investments and all other ratings
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C20. SCHEDULE OF CURRENCY RISK (SCHEDULE XX A)

C20.1 For insurersthat write business in multiple currencies, the Authority has developed a
capital charge for each currency where t
the groundsof proportionality, the Authority is requiring insurers to provide currency
exposures for at least 95% of total assets and liabilities held.

C20.2 For those currencies for which the assets in the currency are less than the sum of the
liabilities denominated in the currency plus a proxy BSCR for that currency, shocks are
applied to the ssets and liabilities to determine a capital charge. The proxy BSCR for a
given currency shall be calculated as the product of the liabilities in that currency and the
proxy BSCR factor. The Proxy BSCR factor is calculated as the total liabilities found on
Form 1EBS Line 39 divided by the total ECR Charge. The proxy BSCR factor shall be the
maximum of:

1 The prior year value;

1 Average of the last 3 years.

Instructions Affecting Schedule XX

C20.2ainsurers shall report currencies representing not less than 9%f#iroéconomic balance
sheet liabilities;

C20.2bassets qualifying as held for risk mitigation purposes; assets not qualifying for risk
mitigation purposes and liabilities without management actions shall be valued in line
with the Economic Balance Sheet priregpset out in Schedule XIV and in accordance
with criteria prescribeth section B4

C20.2cliabilities with management actions shall be valued in in accordance to with criteria
prescribedin section B5in relation to the valuation of future bonuses and other
discretionary benefits;ral

C20.2dFor all exposures other than FX derivatives, a default calculation ofshfbek value is
provided to expedite the filling of the schedule. It is expected that the default calculation
will be appropriate in the majority of caSehowever, the insurer always needs to review
the appropriateness and approve any resulting values. If the default formula is not
appropriate for certain asset class, or for certain instruments within an asset class, the
insurer is responsible for entering correct afieock values by overriding the deft
formula.

5 In particular, this is true for all assets whose value is not directly sensitive to exchange rate movements i.e. whose
local (foreign) currency value is independent of changes in exchange rates. For example, and assuming that USD is
the reporting currencalthough the valua dollars of a bond or common stock denominated in, say, EUR will
change as a result of a shock to USD/EUR exchange rate, the local currency value of the bond or common stock will
not change as a result of the shock. For such assetsihchange in value is the change in reporting currency
terms, meaning that the percentage shock can be straightforwardly applied to the reporting currency value of the
foreign currency position.
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C20.2eFor FX derivatives, no default formula can be provided, due to thdimearity of the
change invalue That is, the change in derivative value (in percentages) is generally

different from the shock (in percentages) that is applied toxtiea@ge rate underlying
the derivative.

C20.2f amounts shall be reported on both an EBS Valuation and unconsolidated basis

Additional Guidance
Calculating the BSCR Proxy
C20.2.i. When calculating the BSCR Proxy, insurers are to provide Liabilities (on an EBS

basis) and totdlll (new basisECR capital charge aamEBS basis for the prior 3
years. In the instance the insurer does not have liabilities and the ECR capital charge
on an EBS basis, the Authority will allow insurers to provide the unconsolidated
balances for eaciNote that for financial yeagnds within the BSCR transitional
period, insurers are to report the full nbasis BSCR for that period.

C20.2.ii. If the insurer does ndtave either liabilities or ECR capital charge for the prior 3
years,
1 insurers filing their BSCR for the first time are to use current year figures for
the prior year;
1 insurers that have previously filed a BSCR however do not have 3 years of
historical d&a shall provide the years they have data for, and leave the years
with no data reported as blank

Meeting the 95% Minimum Asset and Liability Test
C20.2.iii. Theinsurerdoes not meet the 95% minimum test on this schedule. How will this
i mpact t he BMetbobthelinsuee? assess
1 The Authority may require additional information from the insurer to assess
its currency risk if it does not meet the 95% minimum test. This may result
inacapitaladbn whi ch wi | | require the in
be revigd on its published Financial Condition Report.

Guidance for Reporting Currency Shocks for FX Forward Positions

C20.2.iv. When reporting foreign exchange hedges on Schedule XXA, the istfoc&
market value is the fair value of the contract on an EBS basishantt be already
available without a need for separate calculations (from the financial
statements/asset reports/asset system). Theshftek value is to be calculated by
the insurer under the prescribed currency shocks, following standard market
practces and using generally accepted models for valuation of specific assets.

1 In particular, as the cash flows of an FX forward occur at its maturity, the

forward exchange rate and the discount rate for the appropriate term should
be used to value the FX foand, both at the valuation date and after the
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shock.

1 For avoidance of doubt, the befeslock value (i.e. the EBS balance sheet
value) and the afteshock value may be either positive or negative (or zero),
depending on the specifiemdthe circumstance As a result of the shock,

a negative market value may become more negative, less negative, or
positive; and a positive market value may become more positive, less
positive, or negative. Only the change in the market value matters, where the
change is daulated as [Market Value Before Shock] minus [Market Value
After Shock].

Below is a simplified example of the calculation of the a$teock value of an FX
forward contract for i1l lustration pur
reporting curreay is USD, and that it has GBRenominated liabilities in excess of
GBP-denominated assets. The insurer is therefore exposed to the risk of GBP
appreciating against the USD; or, equivalently, to the risk of USD depreciating
against the GBP. Assume that theurer has entered into an FX forward to sell
USD (buy GBP) at a fixed price to hedge some of this risk.

1. Let the GBP/USD rate entered be 1.3 (the forward rate/delivery price) and the insurer

is selling $1,000 USD (this being the nominal amount). Atctir@ractual rate, this is
equivalent to buying 769.23 GBP. The market value of the FX forward at inception is,
by definition, 0. Assume the original maturity of the contractis T (in years).

. Assume that, as of the valuation date (denote this by timket)current GBP/USD
forward rate for the period equal to the remaining maturity of the contract-tjes T

1.5. This means that if the insurer were to enter into a new forward contract, at time t,
to sell 1000 USD for GBP at time T, it would receive 6665BP at time T. However,

the delivery rate of the FX forward stays unchanged over the life of the contract, and
under the contract the insurer can get 769.23 GBP for 1000 USD at the maturity, T.
Therefore, ignoring discounting for the sake of simpliaitghis example, the market
value of the FX forward is equal to the difference, 102.56 GBP. (Alternatively, this can
be thought of as closing the position by entering into an opposite contract, i.e. selling
666.67 GBP to receive $1,000 USD, at time T;WiD payments cancel at T, and the
GBP legs yield a net profit of 769.2866.67 = 102.56 GBP at T.) The GBP value then
needs to be converted into the reporting currency (at the spot rate). Assuming that the
spot GBP/USD rate at valuation date is, say, th& market value of the FX forward is
143.58 USD. This is the befeshock market value in Schedule XXA, which should
correspond to the fair value at which the FX forward is recorded on the EBS balance
sheet (after properly accounting for all the factifecting the price of the forward,
such as discounting the payoff from time T to present time t).

. Under the BSCR currency risk calculationSchedule XXAi the FX forward is
revalued under the prescribed currency shock. In this case, the shock is a 25%
depreciation of the USD against GBP (or, equivalently, a 25% appreciation of the GBP
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against the USD)The shocked GBP/USD forward rate is therefore 1.875 (assuming
that neither the relevant USD nor GBP interest rates change as a result of the shock).
At this rate, 1000 USD could be sold forward for 533.33 GBP at the maturity T.
However, again, théorward contract entitles the insurer to receive 769.23 GBP for
1,000 USD. Therefore, the market value of the contract after the shock is 235.90 GBP
(again ignoring discounting). Using the shocked spot rate of 1.75 (i.e., (1+25%)*1.4),
the shocked marketalue is 412.83 USD. This is the afgrock market value in
Schedule XXA.

4. The effect of the currency shock on the FX forward is the difference between the before
and aftershock market values, i.e., an increase in value of 269.25 USD in this example.
(Note that the insurer needs to only fill the befsh®ck and afteshock values in
Schedule XXA; the change in market value is then automatically calculated in the
Currency Risk tab.) This increase in the value of the FX forward would help to offset
some ofthe increase, in USD terms, in the value of the @BRominated liabilities.

C20.2.v. Alternatively, instead of reporting the (net) market value of an FX forward contract,
insurers may report both legs of the FX forward separately on Schedule XXA, with
each leg abcated to the line for the appropriate currency. In this case the sum of
the reported (beforshock) values of the legs must be equal to the fair value, as of
valuation date, of the FX forward contract as a whole. Similarly, the sum of the
markto-model \alues of the legs after the shock should by definition be equal to
the aftershock markto-model value of the contract as a whole, if the calculation is
carried out correctly. That is, the market value of the contract, or the results of the
shock calculatin, shall not be affected by the chosen representation.
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C21. SCHEDULE OF CONCENTRATION RISK (SCHEDULE XXI)

Background

C21.1 To assess the insurerds concentration r
largest 10independenexposures relating to alhstruments (such as equity holdings,
bonds, real estate, loans, etc.), which would be an addition to the existing BSCR market
and/or credit risk contributed by those exposures.

C21.2 For considering which counterparties need to be grouped together ¢conbelered
inclusion in this module, a single counterparty should include all related/connected
counterparties, which are defined as:

a. Control relationship: one of the counterparties, directly or indirectly, has control
over the other(s);

b. Economic interdependence: if one of the counterparties were to experience
financial problems, in particular funding or repayment difficulties, the other(s) as
a result, would also be likely to encounter funding or repayment difficulties.

Instructions Affecting Schedule XK

C2l2adi scl osure of an insurerds ten | argest e
name, the exposure and allocation by asset type, bond or mortgage type (if applicable),
BSCR Rating (if applicable) and asset value consistent with Form 1EBS.

C21.2bfor the purposes of this Schedule, a counterparty shall include all related or connected
counterparties captured by either of the following criteria:

(i) controller relationship: if a counterparty, directly or indirectly, has control of (as a
result of its majority shareholding in or significant influence) the other counterparties;
or

(i) economic interdependence: if one of the counterparties were e¢oiexqe financial
difficulties which directly or indirectly affect the ability of any or all of the remaining
counterparties to perform their financial obligations (for example where a
counterparty becomes unable to fund or repay certain financial comdract
obligations, and as a result, other counterparties, are likely to be unable to fund or
repay certain obligations imposed on them);

C21.2casset Type (Column A) shall be determined by the insurer as one of the following:

(i) cash and cash equivalents (aBrab=l in Schedule XIX Column B Schedules 11B, IIC,
lID, IIE, and IIF Column (1), Line 68);

(i) quoted and Unquoted Investments (as defined in Schedules IIB, IIC, IID, IIE, and IIF
Column (11), Line 14);

(i) equity holdings (as defined in Schedules IIB, IID, IIE, and IIF Column (11), Line
37);
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(Vi)
(vii)
(vii)
(ix)
()

advances to Affiliates (reported on Form 1EBS, Line 4(Q));
policy Loans (reported on Form 1EBS, Line 6);

real Estate 1 (reported on Form 1EBS, Line 7(a));

real Estate 2 (reported &orm 1EBS, Line 7(b));

collateral Loans (reported on Form 1EBS, Line 8).

C21.2dwhen reporting asset siype (under Column B) shall provide further details of the type
of asset as included in Table 1, Table 2 or Table 8 as appropriate;

C21.2ewhen applying the BSCR Rating (under Column C) the insurer shall apply the BSCR
rating that was allocated to the asset when it was included in Table 1, Table 2 or Table 8
as appropriate;

C21.2f asset value (under Column D) shall be the value of the asseuagsdday the Economic
Balance Sheet valuation principles as set out in Schedule XIV; and

C21.2gamounts shall be reported on both an EBS Valuation and unconsolidated basis.

Additional Guidance

Reporting Largest 10 Independent Exposures

C21.2.i.

Complete the schedule Ipyoviding the 10 largest independent exposures relating

to all instruments (e.g. equity holdings, bonds, real estate, loans, etc.) largest
counterparties. If a counterparty has more than one BSCR rating or Asset Type,
enter each rating separately (i.e.aif insurer has purchased bonds and preferred
shares of a company, then the insurer
ABond / Mortgage Loan Typeo as the ap
the rating of the company in one line. In the seldame, the insurer is to report the
AAsset Typed as APreferred Shareso a
company.
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C22. SCHEDULE OF INTEREST RATE SENSITIVE ASSETS AND
LIABILITIES (SCHEDULE XXII1)

Background

Cc221 An alternative and more risk sensitive mettiod determining capital requirements for
interest and liquidity risk has been developed. This method will require companies to apply
shocks to the yield curve used for determining best estimate liab{ltigsh includes
segregated account company ligieis, deposit liabilities and sundry liabilitieshd market
values of asset@vhich includes segregated account company assets, deposit assets and
sundry assetsgxposed to interest rate risk (e.g. fixed income and hybrid assets, bank
deposits, etc.)Any changes in market values of assets and best estimate liabilities due to
interest ratesensitive cash flows should be accounted for. The capital requirement is then
determined as the negative change to the net asset value (net balance sheet) @&sthe high
magnitude resulting from these shocks.

Instructions Affecting Schedule XXl

C22.1aThe shockbased method requires companies to apply shocks to the yield curve used for
determining best estimate liabilitfesnd market values of assetsposed to interesate
risk (e.g. fixed income and hybrid assets, bank deposits, etc.). Any changes in market
values of assets and best estimate liabilities due to interesters#ive cash flows
should be accounted for.

C22.1bTwo shocks are to be applied: an upwards shackaadownwards shock. The capital
requirement is then determined as the negative change to the net asset value (net balange
sheet) of the highest magnitude resulting from these shocks.

C22.1cFor the purposes of calculating capital requirements for interesisiateates are allowed
to go negative. If the application of the downward shock leads to negative rates, these
shall not be floored at zero.

C22.1dFor the calculation of the interest risk capital charge under the $fased approach,
hedging and risk transfenechanisms should be taken into account as long as they comply
with the requirements set in section Risk Mitigation of these instructions. Also,
management actions should be taken into account as long as they comply with the
requirements set in sectiddlanagement Actions of these instructions.

Additional Guidance
C22.1.i. The shocks (per currency) are to be applied to the valuation date spot curve (per
currency). The shocks are absolute shocks expressed in percentage points i.e. are
added on top of the base spatve.

6 And segregated account company liabilities, depositilies and sundry liabilities.
" Including segregated account company assets, deposit assets and sundry assets.
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C22.1.ii.

C22.1.iii.

Interaction between Shodlased approach and the Scenab@ased approach for BEL

C22.1.iv.

C22.1.v.

1 For companies using the standard approach to calculating best estimate
liability (BEL), the shocks are applied to the standard spot curves published
by the Authority.

The assets and liabilities need to be revalued under the shocks. For assets, this
involves calculating the market value of assets after the shock (i.e. the shocked
value). Depending on the asset, this may be a -teamkodel calculation.
Conceptually the shocked value corresponds to the expected present value of cash
flows projected uner the stress scenario (taking into account that the amount
and/or timing of cash flows themselves might change due to the shock, e.g. for
bonds with call/put options, or for derivatives).

Revaluing the (best estimate) liabilities involves calculatingettpected present
value of cash flows projected under the stress scenarios. In particular, where the
amount and/or timing of liability cash flows themselves depends on interest rates,
the liability cash flows need to be projected-éraluated) under the ress
scenarios, as opposed to e.g. simpidiseounting the base scenario cash flows.

For companies using the scenapmsed approach for BEL calculation there is an
offsetfrom the interest rate risk capital charge when the shasked approach is
used. The offset is based on the difference in the best estimate liability between the
"worst" scenario and the base scenario under the scdyem@nl approach,
according to thedrmula specified in the Prudential Rules.

As a simplification companies using the scenaaged approach may calculate the
capital charge for interest rate risk (before the application of offset) based on shocks
to the balance sheet as if the base scemad been applied. In this case the offset
is to be calculated as the differenc:¢
scenario before the application of shocks.
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D1.1

D1.2

D.SUMMARY

D1. FEATUREST BSCR ON CURRENT BASIS

Background

The Summary Exhibit has seven key features: Required Capital and Surplus, Available
Statutory Capital and SurplugiSM, ECR and TCL, Ratios, Solvency Capital
Distribution chart, and Regulatory Action Level graph. Each feature is described below.
At the botom of the page the BSCR formula for combining the various risk capital
charges is displayed. The only financial data input into the Summary Exhibit is the BMA

approved Capital Contribution of the insurer.

Required Capital andurplus

The BSCR is determined according to the following formula:

BSCR: \/C fi 2 + C eq2 + Cint2 + C Curr2 + CConc2 + C prem2 + [% Ccred +C rsvs]2 + [% C cred

2 2
] +Ccat +Cop+cadj

+Z$SC&ON B %}/C ﬁz + Ceq2 + Cint2 + CCurr2 + (:Con(:2 +C

prem

2 2 2 2
1 1
+ [E Ccred +C rsvs] + [E C cred] +C cat +C op +C

83

adj

[ Transitioral Factol

Where:
. = capital charge in respect of fixed income investment risk;

= capital charge in respect of equity investment risk capital;
C,, = capitalcharge in respect of interest rate and liquidity risk;
C

= capital charge in respect of currency risk;

C.nc = Capital charge in respect of concentration risk;

Cprem = capital charge in respect femiumrisk;

C.,. = capital charge in respect@serverisk;

C..q = capital charge in respect of credit risk capital;

C.: = capital charge in respect cditastropheisk;

C,, = capital charge in respect of operational risk;

C,y = capital chargedjustment, calculated as the sum of (a) and (b) where:
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D1.3

D1.4

D1.5

D1.6

D1.7

D1.8

D1.9

Available StatutoryEconomicCapital and Surplus

Minimum Margin of Solvency

ECR and TCL

(a) Regulatorycapital requiremerfor regulatechonrinsurance financial
operating entities
(b) Capital adjustmerfor the loss absorbing capacity of deferred taxes

BSCRG,, = as calculated in section DR
TransitioralFactor =

(a) 33%, for the financial year beginning on or aftédanuary 2019;
(b) 66%, for the financial year beginning on or aftédanuary 2020;
(c) 100%, for the financial year beginning on or aftédanuary 2021

This formula utilises the square root rule to aggregate the various risks under the
assumption that the risks are at least partially independent of one another, and therefore
some diversification benefit is provided when combining the risk charges. The end result
is the BSCRafter covariance adjustment).

Theoperationatisk capital charge is the operational risk charge multiplied by the BSCR

(after covariance adjustment). The risk charge ranges from 1% to 10% based on each
i nsur e-aséessmeateof the Commercial Iresur 6 s Ri sk Assess
framework.

Capitaladdons/ reducti ons may be assessed whe
risk profile deviates significantly from the risk assumptions underlying the ECR or from
the insurerds as s enend pokcies andopfactices. sTheseiingllide, ma
but are not limited to, items such as: provisions for reserve deficiencies, significant
growth in premiums, and quality of risk management surrounding operational risk.

The BSCRis equal to the sum of the BSGRfter covariance adjustment), operational
risk capital charge, and capital adds/reductions (if assessed).

Available Statutory EconomicCapital and Surplus is defined as the Total Statutory
EconomicCapital and Surplus of the insurer, including subsequent Capital Contribution
less Capital Adebns / Reductions (BMA assessment). All capital contributions are to
be approved by the BMA, and all capital amlts / reductions are determined at the
discretion othe BMA.

Thei nsur er 6 s a\eeonomiecapltabandsurplius i determined for purposes
of calculatingthe BSCR and ECR ratios.

TheMSM is prescribed by thesurance Account Rules 200 i | ARG )
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http://www.bma.bm/legislation/Insurance/Insurance%20Account%20Rules%202016.pdf

D1.10

D1.11

D1.12

D1.13

D1.14

D1.15

The ECRIs the higher of the MSM and the BSCR / approved internal capital model.

TheTCL is equal to 120% of the ECR.

Ratios

TheBSCRRatio is the ratio of the Available StatutdégonomicCapital and Surplus to

the BSCR.

The ECRRatio is the ratio of the Available StatutdégonomicCapital and Surplus to

the ECR.

Solvency Capital Distributn Chart

The SolvencyCapital Distribution chart displays the relative contribution of each charge
to the BSCR, prior to the covariance adjustment.

Regulatory Action Level Graph

TheRegulatoryAction Level graph displays the insurer's Available Statutory Capital and
Surplus position relative to the BMA's regulatory action guidelines, where Regulatory
Action Level 1 i s equal to the insurero
theinsu er 6s TCL.

ltems

a. Required Capital and Surplughe calculation of the Required Capital and Surplus

is used for the purpose of determining the required capital level.

Line Item Description

1 | Fixed Income Based on current year fixed incomeestment risk (Column (3), Row
Investment Risk (9)).

2 | Equity Investment Based on current year equity investment risk (Column (3), Row (e)).
Risk

3 | Interest Rate / Based orcurrent year interest rate / liquidity risk (Column (4)).
Liquidity Risk

4 | Currency Risk Based on current year currency risk (Column (G)).

5 | Concentration Risk | Based on current year concentration risk (Column (3), Rgw (

6 | Premium Risk Based on current year premium riskofumn &) Row () for Class 4 and

3B insurers an€olumn §) Row (d) for Class 3A insurers).
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Line Item Description

7 | Reserve Risk Based on current year reserve ri€lolumn (5 Row (c) for Class 4 and
3B insurers an@€olumn §) Row () for Class 3A insurers).

8 | Credit Risk Based on current year credit risk (Column (3), Row (d)).

9 | Catastrophe Risk Based on current year catastrophe risk (Row (j) for Class 4 and 3B
insurers and Row (g) for Class 3A insurers).

10 | BSCR (Prior to BSCR (Prior to Covariance Adjustment) is the sum of the line items (

Covariance (9) above.
Adjustment)

11 | BSCR (After BSCR (After Covariance Adjustment) is the resulting amount after
Covariance applying the quare root rule on line item@)Lto reflect a diversification
Adjustment) benefit when aggregating all the risks described above.

12 | OperationaRisk (%) | Operational Risk (%) is the applicable operational risk charge % of
ABSCR After Covariance Adj ust mg
from the CIRA framework as prescribed by the BMA.

13 | Operational Risk Operational RislCapital Charge ($) is the resulting amount when the

Capital Charge (3$) operational risk (%)as prescribed in line itemX}, is applied to the
BSCR (After Covariance Adjustment).

14 | Regulated Non Regulated Not+insurance Financial Operating Entities Capital Charge
Insurance Financial [t he resulting amount from the g
Operating Entities each entityodos regul atory capit é
Capital Charge applicable solvency laws of the jurisdigtiovhere the entity iscencedor

registered.

15 | Capital AddOn / Capital AddOns/Reductions on the Required Capital and Surplus is t
Reduction (BMA difference between the user required capital (using insyesific capital
Assessment) factors) andhe standard required capital (using the prescribed BSCR

capital factors) determined under the compsapgcific parameters
section, which is to be completed only with the prior approval of the
BMA.

16 | BSCR BSCR is the sum of the line itemslj1(13) (14) and (5) above.

17 | BSCR Correlation BSCR capital charge on the new basis after the correlation adjustme
The revised capital charge approach is phased in 3 year period with
for the financial year beginning on or aftérdf January 2019, 66% for
the financial year beginning on or aftéfdf January 2020 and 100% fo
the financial year beginning on or aftérJanuary 2021.

18 | Final BSCR BSCR is the sum of the line itengf and [the difference betweeh?)
and (L6)] times the Transitiondtactor.
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b. Available StatutoryEconomic Capital and Surplus The calculation of the

Available StatutoryEconomic Capital and Surplus is used for the purpose of
determining the appropriate regulatory action level.

Line Item Description

1 | Total Statutory Based on the current yeazonomic balance sheettbk insurer; as reporte
EconomicCapital and | on Form1EBS Line 40.
Surplus

2 | Capital Contribution | Capital Contributions must be approved by the BMA. Note that a Cap

Contribution increases the Total Statut&igonomicCapital and Surplus.

3 | PreAdjustment Pre Adjustment Available StatutofgconomicCapital and Surplus is the
Available Statutory | sum of lines (1) and (2) above.
EconomicCapital and
Surplus

4 | Capital AddOns / Capital Addons / Reductions may be assessed where the BMA believ¢
Reductions (BMA that an insurerds risk profile
assessment) assumptions underlying the ECR.

5 | Available Statutory | Available StatutorfconomicCapiial and Surplus is the sum of lines (3)
EconomicCapital and | and (4) above.
Surplus
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D2. FIXED INCOME INVESTMENT RISK

Background

D2.1 There are various categories of assets comprising of bonds, loans, and other
miscellaneous investments that are used to determine the Fixed Income Investment Risk
capital charge.

D2.2 Whereapplicable, the amounts must reconcile to the appropmetes) of thel nsur er 0
Form 1EBS or to the schedules prescribed by or under the Rules for the relevant year.

Fixed Income Investment Risk Capital Charge

D2.3 Thefixed income investment risk charge calculation casuramarisedby the following
formula:

C; =a ¢,® Flastclasg® m where

i = ranges over the classes set out below;
¢ =BMA supplied asset class capital charge factor for type of fixed income asset
clasd ; and

Flastclasg= value of ivestment in fixed income asset clbasd

m = additional diversification adjustment factor applied to cash and cash
equivalent balances, or 1 for other asset classes.

ltems
a. Corporate and Sovereign Bonds

Line ltem Statement Sourcd The Rules

BSCR rating O Based on ScheduleEBSand IIAEBS Line 1, Column (1).
BSCR rating 1 Based on Schedule EBBSand IIAEBS Line 2, Column ().
BSCR rating 2 Based on Schedule BBSand IIAEBS Line 3, Column (1).
BSCR rating 3 Based on ScheduleEBBSand IIAEBS Line 4, Column (1).
BSCR rating 4 Based on ScheduleEBSand IIAEBS Line 5, Column (1).
BSCR rating 5 Based on Schedule EBBSand IIAEBS Line 6, Column ().
BSCR rating 6 Based orSchedule IEBSand IIAEBS Line 7, Column (1).
BSCR rating 7 Based on ScheduleEBBSand IIAEBS Line 8, Column (1).

OIN|OO | WIN|PF
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Line Item

Statement Sourcd The Rules

9 | BSCRrating 8 Based on Schedule BBSand IIAEBS Line 9, Column (1).
b. Residential Mortgag8acked Securities
Line Item Statement Sourcd The Rules
1 | BSCRrating 1 Based on Schedule BBSand IIAEBS Line 2, Column (3).
2 | BSCRrating 2 Based on Schedule BBSand IIAEBS Line 3, Column (3).
3 | BSCRrating 3 Based on Schedule BBSand IIAEBS Line 4, Column (3).
4 | BSCRrating 4 Based on Schedule EBBSand IIAEBS Line 5, Column (3).
5 | BSCRrating 5 Based on Schedule BBSand IIAEBS Line 6, Column (3).
6 | BSCRrating 6 Based on ScheduleEBBSand IIAEBS Line 7, Column (3).
7 BSCR rating 7 Based orSchedule IEBSand IIAEBS Line 8, Column (3).
8 | BSCRrating 8 Based on Schedule EBBSand IIAEBS Line 9, Column (3).
c. Commercial Mortgag8acked Securities/Ass&acked Securities
Line Item Statement Sourcé The Rules
1 |BSCRrating 1 Based orSchedule IEBSand IIAEBS Line 2, Column (5).
2 | BSCRrating 2 Based on Schedule BBSand IIAEBS Line 3, Column (5).
3 | BSCRrating 3 Based on ScheduleEBBSand IIAEBS Line 4, Column (5).
4 | BSCR rating 4 Based on ScheduleEBSand IIAEBS Line 5, Column (5).
5 | BSCR rating 5 Based on Schedule EBBSand IIAEBS Line 6, Column (5).
6 | BSCR rating 6 Based on Schedule BBSand IIAEBS Line 7, Column (5).
7 | BSCRrating 7 Based on Schedule BBSand IIAEBS Line 8, Column (5).
8 | BSCRrating 8 Based on ScheduleEBBSand IIAEBS Line 9, Column (5).
d. Bond Mutual Funds
Line Item Statement Sourcd The Rules
I | BSCRrating 0
2 | BSCRrating 1 Based on Schedule BBSand IIAEBS Line 2, Column (7).
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Line Item Statement Sourcd The Rules

BSCR rating 2 Based on Schedule BBSand IIAEBS Line 3, Column (7).
BSCR rating 3 Based on ScheduleEBBSand IIAEBS Line 4, Column (7).
BSCR rating 4 Based on Schedule BBSand IIAEBS Line 5, Column (7).
BSCRrating 5 Based on Schedule EBBSand IIAEBS Line 6, Column (7).
BSCR rating 6 Based on Schedule BBSand IIAEBS Line 7, Column (7).
BSCR rating 7 Based on ScheduleEBBSand IIAEBS Line 8, Column (7).
BSCR rating 8 Based on Schedule BBSand IIAEBS Line 9, Column (7).

|| N0 b~ | W

e. Mortgage Loans

Line Iltem Statement Sourcd The Rules

1 Insured/guarantee| Based on Schedule BBSand IIAEBS Line 22, Column (1).
mortgages
2 | Other commercial | Based on Schedule BBSandlIA EBS, Line 23, Column (1).
and farm
mortgages
3 | Other residential | Based on Schedule BBSand IIAEBS, Line 24, Column (1).
mortgages
4 | Mortgages not in | Based on ScheduleEBBSand IIAEBS Line 25, Column (1).
good standing

f. Other Fixed Income Investments

Line Item Statement Sourcd The Rules or IAR

1 Other loans Based on FormHABS, Line 8.

g. Cash and Cash Equivalents

Line Item Statement Sourcd The Rules

BSCR rating 0 Based on Scheduk X, Column(B).
BSCR rating 1 Based on Schedule XIX, Colun(B).
BSCR rating 2 Based on Schedule XIX, Colun(B).
BSCR rating 3 Based on Schedule XIX, ColuntB).

AIW[IN|PF
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Line Item Statement Sourcd The Rules

BSCR rating 4 Based on Schedule XIX, Colun(B).

BSCR rating 5 Based on Schedule XIX, Colun(B).

BSCR rating 6 Based on Schedule XIX, Colun(B).

BSCR rating 7 Based on Schedule XIX, ColuntB).

|| N|O| Ol

Less: Based on Scheduk X, Column(B).
Diversification
Adjustment

Instructions Affecting Fixed Income Investment Risk

a.

All assets comprising of bonds and debentures, loans, and wilseellaneous
investments that are subject to capital charges within the fixed income investment risk
charge shall be included;

All non-affiliated quoted and unquoted bonds and debentures shall be included in the
fixed income investment charge; and

All bonds and debentures, loans, and other miscellaneous investments shall be reportec
on a basis consistent with that used for purposes of statutory financial reporting;

The capital requirements relating to cash and cash equivalents shall be reduced by &
diversification adjustment of up to a maximum of 40%;

The diversification adjustment in paragraph (d) is determined as 40% multiplied by 1
minus the ratio of the largest cash and cash equivalent balance held with a single

counterparty to the total of all daand cash equivalent balance; and

Amounts are to be reported on a consolid&B8 basis.
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D3. EQUITY INVESTMENT RISK

Background

D3.1 Thereare various categories of equity investments comprising common stocks, preferred
stocks, real estate, and other miscellaneous investments that are used to determine th
Equity Investment Risk capital charge. All rafiiliated stocks held by the insurer
should be reported, including both quoted and unquoted issues.

D3.2 Whereapplicable, the amounts must reconcile to the appropgriaten e ( s) of t h
Form 1EBS or to the schedules prescribed by or under the Prudential Standards for the
relevant year.

Equity Investment Risk Capital Charge

D3.3 The equity investment risk charge calculation cansbemarisedby the following
formula:

Ce = a ¢, ® Eqastclass

i , where

i = ranges over the classes set out below;

¢ =BMA supplied asset class capital factor for type of equity tleemsd
Eqastclasg_ value of investment in corresponding asset tlass
ltems

a. Common Stocks

Line Item Statement Sourcd The Rules

1 | Non-affiliated Based on ScheduleEBS andllA EBS, Line 19, Column (1).
quoted common
stock

2 | Non-affiliated Based on ScheduleEBS andllA EBS, Line 20, Column (1).
ungquoted common
stock

3 | Equity mutual Based on ScheduleEBS andllA EBS, Line 21, Column (5).
funds
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b. Preferred Stocks

Line Item

Statement Sourcd The Rules

1 |BSCRrating 1 Based on ScheduleEBS andIIA EBS, Line 11, Column (3).
2 | BSCRrating 2 Based on ScheduleEBS andIIA EBS, Line 12, Column (3).
3 | BSCRrrating 3 Based on ScheduleEBS andllA EBS, Line 13, Column (3).
4 | BSCRrating 4 Based on ScheduleEBS andIIA EBS, Line 14, Column (3).
5 | BSCR rating 5 Based on ScheduleEBS andllA EBS, Line 15, Column (3).
6 | BSCR rating 6 Based on ScheduleEBS andIIA EBS, Line 16, Column (3).
7 | BSCR rating 7 Based on ScheduleEBS andIIA EBS, Line 17, Column (3).
8 | BSCRrating 8 Based on ScheduleEBS andIIA EBS, Line 18, Column (3).
c. Other Equity Investments
Line Item Statement Sourcd The IAR or the Rules
1 | Real estate: Based on FormEBS, Line 7(a).
Company-
occupied less
encumbrances
2 | Real estate: Other| Based on FormHBS, Line 7(b).
properties less
encumbrances
3 | Other equity Based on FormHBS, Lines 2(e) and 3(e).
investments
4 | Other tangible Based on FormHEBS, Lines 13(k)14(d), and 36(f) less Lisel3(d)

assets net of
segregated accou

companies

and 13(h)
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d. Investments in Affiliates

Line Item Statement Sourcd The IAR

1 | Unregulated Based oriForm IEBS, Line 4(a).
entities that
conduct ancillary
services

2 | Unregulated non | Based orForm IEBS, Line 4(b).
financial operating

entities

3 | Unregulated Based oriForm IEBS, Line 4(c).
financial operating
entities

4 | Reqgulated Based orForm 1EBS, Line 4(e).

insurance financial
operating entities

Instructions Affecting Equity Investment Risk

a. All assets comprising of common stock, preferred stock, real estate, and other
miscellaneous investments that are subject to capital charges within the equity
investment risk chargghall be included;

b. All non-affiliated quoted and unquoted common and preferred stock shall be included
in the equity investment charge;

c. Allcommon and preferred stock, real estate, and other miscellaneous investments shall
be reported on a basis conerdt with that used for purposes of statutory financial

reporting; and

d. Amounts are to be reported on a consolid&B& basis.
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D4.1

D4.2

D4. INTEREST RATE /LIQUIDITY RISK

Background

The interest rate/liquidity risk represents the economic risk an inswajected to due

to changes in interest rates. The char
increase in interest rates to the port]

percentage of reserves) related to the duration differenceseTdssets include quoted
and unquoted bonds and debenturether, quoted and unquoted preferred stocks, and

mortgage loans.
Interest Rate/Liquidity Risk Capital Charge

The interest rate/liquidity risk charge calculation can be summarised bglitheing
formula:

C,, =bonds$ duration? marketdeahe’ where

bonds = quoted and unquoted value of bonds and debentuotiser, preferred
stocks or mortgage loans;

duraton = t he higher of 1 or the lessré

effective I|liability duration or the
effective asset duration; and

marketdedhe = assumed interest rate shock supplied by BMA.
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D4.3

D4.4

D4.5

D4.6

D4.7

ltems

Bonds and Debenturé&sBased on current year FornERS, Lines2(b) and3(b); total
guoted and unquoted value of bonds and debentures.

Preferred Stocks Based on current year FornERS Lines2(c)(ii) and3(c)(ii); total
guoted and unquoted value of preferred stocks partfoli

Mortgage Loang Based on current year FornERS Line 5(c); total amortized cost
(outstanding principal amount less any provision made for doubtful collection) of
mortgage loan portfolio.

Effective Duration of Assets The effective duration calculation is based ataltbonds
and debentures (FornEBS Lines Zb) and3(b), preferred stocks (FormEBS Lines
2(c)(ii) and 3(c)(ii), and mortgage loans portfolios (FornERS, Line 5(c)). The
effective asset duration milled from Schedule V, Line (c).

Effective Duration of Liabilitiess The effective duration calculation is based on the
reserves (Form HBS Lines 17(d)). The effective liability duration is pulled from
Schedule V, Line (d).

Instructions Affecting Interest Rate/Liquidity Risk

a. All assets comprising dbtal bonds and debentures, preferred stock, and mortgage
loans investments that are subject to capital charges within the interest rate/liquidity
risk charge shall be included;

b. All quoted and unquoted neaffiliated other bonds and debentures and preferred
stock shall be included in the interest rate/liquidity risk charge; and

All other bonds and debentures, preferred stock, and mortgage loans investments shall be
reported on a basis consistent with tregdifor purposes afescribed in the Prudential Standard
Rules Schedule XIV and the guidance note for statutory reporting regime
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D5. CURRENCY RISK
Background

D5.1 The currency risk charge is based on amounts reported onlEB®total assets and
liabilities. It represents thiesk thatthe net asset position of an insurer may worsen as a
result of exchange rate changes if assets and liabilities are not currency mastreds
are to include at least 95% of their total asaattliabilities based on the predefined five
currency types (United Statémllar, Euro, United Kingdom Pounds, Canadian Dollar
and Japanese Yen) and ten other currency types.

D5.2 The charge is first calculated by determining the assessment charge whisadsoha
the greater of:

a. the prior year ECR charge to the prior year total EBS liabilities reported and
b. the average of the last three prior years ECR charge to last three prior years total
EBS liabilities reported.

D5.3 The currency risk capital charge is apglbased on the asset held for each currency type
less the liabilities and the proxy BSCR (proxy BSCR is determined by applying the
assessment charge to the currency type?o:
that has insufficient assetelt to the liabilities and proxy BSCR, a 25% capital charge
is applied to the difference, if there are sufficient assets held to the liabilities and proxy
BSCR, then there is no/NIL capital charge applied.

Currency Risk Capital Charge
D5.4 The currency riskltarge calculation can lsemmarisedy the following formula:

Ceur =@ C; 3 (Currproxybscr + Currliab - Currast)  where
c, = 2%;% wherg Currast Currliab; Currproxybscr <0

0% otherwise

Currency = refers to currency type that has been translated to the func
currency as expressed in FotfaBS

GrossCurrast = value of assets correspondingQairrency as reported on Forr
1EBSLine 15

Currast = value of assets correspondingQ@arrency as reported on Forr
1EBSLine 15 adjusted to allow for currency hedging arrangeme

GrossCurriab = value of liabilities corresponding t@urrency as reported ot
Form1EBSLine 39.

Currliab, = value of liabilities corresponding teurrency as reported on Forr
1EBSLine 39 adjusted to allow for currency hedging arrangeme

Currproxytscy = refers to the product dérossCurriah and BSCR Proxy factor

BSCRProxyfactors = greater of:
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D5.5

D5.6

D5.7

D5.8

ltems

EBS Assets by Currency TypésBasedon current yeafForm IEBS Line 15; 95% of

i. the Enhanced Capital Requirement divided by FQEBS
Line 39 Total Liabilities for the preceding year;

ii. the average of the above ratio for the preceding three ye
where there are no pri@ubmissions available, the BSC
proxy factor is the above ratio that would be obtained f
the current submission without taking into account
currency risk charge.

total EBS assets by type of currency.

EBSLiabilities by Currency Typek Basedon current yeaForm IEBS Line 39; 95% of

total EBS liabilities by type of currency.

Total ECR RequiremeiitBased orthreeprior years ECR Requirement.

Total EBS Liabilitie¥ Based onthree prior yearsForm IEBS Line 39; total EBS

liabilities (note if the EBS liabilities for the preceding three years is not available, provide
the statutory liability as reported on Line 39).

Instructions Affecting Currency Risk

a.

Where the insurer uses currency hedging arrangements to manage its currency risk,
then Currast and Currliab, may reflect the impact of those arrangements on

GrossCurrast and GrossCurrialh of a 25% adverse movemt in foreign
exchange currency rates, otherwise the amoulidsossCurrast and
GrossCurriab shall apply;

Any adjustment to reflect currency hedging arrangements shall not apply to the
calculation ofCurrproxylbscr ;

A Qrrencyhedgi ng arrangement so means der i
arrangements designed to reduce losses due to foreign currency exchange
movements, and which meet the Author.i

Insurers are to report currencies repnésg at least 95% of their economic balance
sheet liabilities; and

Amounts are to be reported on a consolid&B8 basis.
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D6. CONCENTRATION RISK

Background

D6.1 The concentration risk charge is based on asset counterparty exposures as reported on th
Form1EBS It represents the risi losses due to asset concentrations

D6.2 The charge is calculated by assigning by aggregating all the Asset Type, Bond / Mortgage
Loan Type (if applicable), BSCR Rating (if applicable) and Asset Value together and
assigning the vaks to the respective fixed income, equity, credit capital factor charge.

Concentration Risk Capital Charge
D6.3 The concentration risk charge calculation casumamarisedy the following formula:

Ceonc =8 €, 2 Concastclas  here
[
¢ = the capital charge factors supplied by BMA for each §@pacastclas of
and
Concastclag _ value of corresponding asset in Asset Class.
ltems

a. Cash and Cash Equivalents

Line Item Description

1 |BSCRrating 0 Based on SchedubeXl, ColumnH
2 | BSCRrating 1 Based on SchedubkeXl, ColumnH
3 | BSCRrating 2 Based on SchedubeXl, ColumnH
4 | BSCRrating 3 Based on SchedubkeXl, ColumnH
5 | BSCRrating 4 Based on SchedubkeXl, ColumnH
6 | BSCRrating 5 Based on SchedubkeXl, ColumnH
7 | BSCR rating 6 Based on SchedubeXl, ColumnH
8 | BSCRrrating 7 Based on SchedubkeXl, ColumnH
9 | BSCRrating 8 Based on SchedubeXl, ColumnH
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b. Corporate & Sovereign Bonds

Line Item Description

1 | BSCRrating 0 Based on SchedubkXl, ColumnH
2 | BSCRrating 1 Based on SchedukXl, ColumnH
3 | BSCRrating 2 Based on SchedukXl, ColumnH
4 | BSCRrating 3 Based on SchedukXl, ColumnH
5 | BSCRrating 4 Based on SchedukXl, ColumnH
6 | BSCR rating 5 Based on SchedukXl, ColumnH
7 | BSCR ratings Based on SchedubkXl, ColumnH
8 | BSCRrating 7 Based on SchedukXl, ColumnH
9 | BSCRrating 8 Based on SchedubkXl, ColumnH

c. Residential MortgageBacked Securities

Line Item Description

1 | BSCRrating 0 Based on SchedubkXl, ColumnH
2 | BSCRrating 1 Based on SchedukXl, ColumnH
3 | BSCRrating 2 Based on SchedukXl, ColumnH
4 | BSCRrating 3 Based on SchedukXl, ColumnH
5 | BSCRrating 4 Based on SchedukXl, ColumnH
6 | BSCR rating 5 Based on SchedukXl, ColumnH
7 | BSCR rating 6 Based on SchedukXl, ColumnH
8 | BSCRrating 7 Based on SchedukXl, ColumnH
9 | BSCRrating 8 Based on SchedubkXl, ColumnH

d. Commercial Mortgag®&acked Securities/Ass®&acked Securities

Line Item Description

1 | BSCRrating 0 Based on SchedubkeXl, ColumnH
2 | BSCRrating 1 Based on SchedubkeXl, ColumnH
3 | BSCRrating 2 Based on SchedubkeXl, ColumnH
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Line Item Description

4 | BSCRrating 3 Based on SchedubkXl, ColumnH
5 | BSCRrating 4 Based on SchedukXl, ColumnH
6 | BSCRrating 5 Based on SchedubkXl, ColumnH
7 | BSCR rating 6 Based on SchedubkeXl, ColumnH
8 | BSCRrrating 7 Based on SchedukXl, ColumnH
9 | BSCRrating 8 Based on SchedubkeXl, ColumnH

e. Bond Mutual Funds

Line Item Description

1 | BSCRrating 0 Based on SchedukXl, ColumnH
2 | BSCRrating 1 Based on SchedubkXl, ColumnH
3 | BSCR rating 2 Based on SchedukXl, ColumnH
4 | BSCRrating 3 Based on SchedubkXl, ColumnH
5 | BSCR rating 4 Based on SchedukXl, ColumnH
6 | BSCRrating 5 Based on SchedubkXl, ColumnH
7 | BSCRrating 6 Based on SchedukXl, ColumnH
8 | BSCRrating 7 Based on SchedukXl, ColumnH
9 | BSCRrating 8 Based on SchedukXl, ColumnH

f. Preferred Shares

Line Iltem

BSCR rating 1

Description

Based on SchedudeX!, ColumnH

BSCR rating 2

Based on SchedubeX!, ColumnH

BSCR rating 3

Based on SchedudeX!, ColumnH

BSCR rating 4

Based on SchedubeX!, ColumnH

BSCR rating 5

Based on SchedubdeX!, ColumnH

BSCR rating 6

Based on SchedubeX!, ColumnH

BSCR rating 7

Based on SchedubdeX!, ColumnH

O N OO 0| B W| NP

BSCR rating 8

Based on SchedubeX!, ColumnH
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g. Mortgage Loans

Line Item Description

1 | Insured/Guaranteed Based on SchedubkeXl, ColumnH
Mortgages

2 | Other Commercial and Farn Based on SchedubeXl, ColumnH
Mortgages
Other ResidentidVlortgages | Based on SchedubkXI, ColumnH
Mortgages Not In Good Based on SchedubkeXl, ColumnH
Standing
h. Other Asset Classes

Line Item Description

1 | Quoted and Unquoted Based on SchedukXl, ColumnH
Common Stock and Mutual
Funds

2 | Other Quoted andnquoted | Based on SchedubeXl, ColumnH
Investments

3 | Investment in Affiliates Based on SchedukXl, ColumnH
Unregulated entities that
conduct ancillary services

4 | Investment in Affiliates Based on SaduleXXI, ColumnH
Unregulated notfinancial
operating entities

5 | Investment in Affiliates Based on SchedukXl, ColumnH
Unregulated financial
operating entities

6 | Investment in Affiliateg Based on SchedubkeXl, ColumnH
Regulated insurance
financial operating entities

7 | Advances to Affiliates Based on SchedubkeXl, ColumnH

8 | Policy Loans Based on SchedulkXI, ColumnH

9 | Real Estate: Occupied by | Based on SchedubeXl, ColumnH
company

10 | Real Estate: Other propertie Based on SchedubeX|l, ColumnH

11 | CollateralLoans Based on SchedukXI, ColumnH
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Instructions Affecting Concentration Risk

a. Concastclas shall only apply to the insurers ten largest counterparty exposures

based on the aggregate of all instruments included in &hblee, whictrelated to
that counterparty

b. A counterparty shall include all related/connected counterparties defined as:

0] control relationship: if the counterparty, directly or indirectly, has
control over the other(s); or

(i)  economic interdependence: if one of the counterparties were to
experience financial problems, in particular funding or repayment
difficulties, the other(s) as a result, would also be likely to encounter
funding or repayment difficulties; and

c. Amounts areo be reported on a consolidateBS basis.
d. Itis allowed to perform look through on collective investment funds such as equity
and hedge funds as wels onexposures to diversified furmf-one structures,

whenever information at position level is avhli& Instructions on points a) and b)
above apphalso in this case

152




D7.1

D7.2

D7.3

D7.4

D7.5

D7.6

D7. PREMIUM RISK

Background

The premium risk charge is based on reported net premiums written for the latest calendar
year by predefined statutory lines of business, aadaflable, reporting net premiums
written by predefined statutory geographic locations. Note that although net premiums
written for Property Catastrophe business are inputted in this section, they do not enter
the calculation of the premium risk chargdll capital requirements pertaining to
catastrophe exposures are explicitly calculated in the Catastrophe Risk section.

The first step of the calculation applies a statutory line of business specific premium risk
capital factor to the respective net prams written amounts.

The second step of the calculation applies a sum squared diversification credit based on
18 geographic zones. Note that this is not a necessary requirement in the premium risk
calculation and if used, this is not required for alldié business.

In the Premium risk calculation, a concentration adjustment is determined to reflect the
overall diversification of the premium risk. Finally, there is a further adjustment to
reflect the fact that some of the lines of business premiuimsr ahan Property
Catastrophe, include a loading for losses resulting from natural catastrophes. The
appropriate risk charge for this portion of the premiums is calculated in the Catastrophe
Risk section; the premium risk charge is reduced to avoid doohling.

The concentration adjustment factor is based on the ratio of the largest individual line of
net premiums written to total net premiums written. If all net premiums written are
allocated to a single line of business (other than Propertyt@gths), this ratio is equal

to 100%. If net premiums written are evenly spread among five lines of business (other
than Property Catastrophe), this ratio is equal to 20%. The concentration adjustment
factor is obtained by multiplying this ratio by 40%dathen adding 60%. So for an
insurer with only one line of business the concentration adjustment factor is 100%, which
means that no adjustment is made for diversification and the required premium risk
charge is the same as that calculated in the fept sFor an insurer with net premiums
written that are evenly spread among five lines of business, the concentration adjustment
factor is 68%, leading to a required premium risk charge that is lower than the sum of all
the individual lines of business pneum risk charges calculated in the first step.

Premium Risk Capital Charge

The premium risk charge calculation can be summarised by the following formula:
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e.. .
Cprem =éa. ai 3 geohnepr N ax{geollneprem}s WJ,S_ [avgpremcaﬁ) avgannloss]

C l;| totalprem catlossrato
ei>1 u

,  Where

a, = individual geolinepren premium risk capital charge factor;

totalprem = total geographic diversification of premium measure over all lines of
business (except Property Catastrophe) .aeolinepren ;

i>1

geolinepren = geographic diversification opremium measure for line of

businesd :

avgpremca] = weighted average premium risk capital charge factor (after
concentration adjustment and allowing for geographic diversification);

avgannlos = average annu#bss estimated with catastrophe models; and

catlossrato = expected industry average catastrophe loss ratio provided by
BMA.

m = additional concentration adjustment factor equal to 40%;

J = minimumconcentration adjustment factor equal to 60%;

Items
a. Lines of Busines$ As categorised by the 24 predefined statutory lines of
business.
Line Item Description
1 | Gross Column (1): Current year gross premiums written by predestegdtory line of
Premiums business and geographic zone, as reported on Schedule IVA, Lines (1) to (24)
Written must tie to the Total Gross Premiums Written of Form 2SFS, 1(it)e
2 | Net Column (2): Current year net premiums written (afe@nsurance) by predefined
Premiums statutory line of business and geographic zone, as reported on Schedule IVA,
Written (1) to (24). Total must tie to the Total Net Premiums Written of Form 2SFS3Li|
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Line Item Description

3 | Geo Column (3): Current year net prarms written (after reinsurance) by predefined
Diversified | statutory line of business and geographic zone, as reported on Schedule IVC,
Written (1) to (24). Total must tie to the Total Net Premiums Written of Form 2SFS,

Line (3).

4 | Capital Column (4): Suppliethy BMA; premium charge factors for individual lines of
Factor business.

5 | Required Column (5): Calculated using [Column (3) x Column (4)]; premium charge amd
Capital for individual lines of business.

Line Item

b. Concentration Adjustment CalculatiorCalculates a factor that determines

how much credit is given for diversification of premium risk across all lines
of business other than Property Catastrophe.

1 | Maximum Row (i): Calculated using Max [Column (1) of @cluding Property Catastrophe
Premium largest premium amount appearing in Column (1) of (a), excluding the premiu

amount for Property Catastrophe.

2 | Total Row (ii): Calculated using Sum [Column (1) of (a) excluding Property
Premium Catastrophe]; total gfremium amounts appearing in Column (1) of (a), excludi

the premium amount for Property Catastrophe.

3 | Maximum Row (iii): Calculated using [Row (i) / Row (ii)]; ratio that measures the degree
Premium / concentration.

Total
Premium

4 | Maximum Row (iv): Supplied by BMA; parameter that limits the maximum credit that is
Adjustment | given for diversification.

5 | Minimum Row (vi): Calculated using [1Row (iv)]; lower bound for the concentration
Adjustment | adjustment factor. The formudmsures that no diversification credit will be give
Factor when all net premiums written other than Property Catastrophe are concentra

a single line of business.

6 | Concentration Calculated using [Row (iii) x Row (iv) + Row (vi)].
Adjustment
Factor
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c. Requred Capital Charge Calculated using [(Total of Column (3) of (a)) x

(Concentration Adjustment Factor)]; premium risk capital charge, after
concentration factor adjustment, but before adjustment for natural
catastrophe exposure.

Catastrophe Premium Adjusént Calculationi Calculation reflects a
reduction to the required premium risk capital for the "catastrepgpesed"
portion of the premium that is otherwise contemplated within the
catastrophe risk capital charge. See Catastrophe Risk section fer furth
information.

Line Item Description

1 | Average Row (i): Pulled from Catastrophe Risk section; the expected net natural catast
Annual Loss | loss (after reinsurance), including reinstatement premiums, for aaggedgate
Excluding exposure to all risks and perils other than those relating to the Property Catas
Property line of business. See Catastrophe Risk section for further information.
Catastrophe
(AAL)

2 | Industry Row (ii): Pulled from Catastrophe Risk sectiosgd to calculate the embedded
Catastrophe | catastrophe premiums from lines of business other than Property Catastrophe
Loss Ratio | Catastrophe Risk section for further information.

3 | Average Row (iii): Calculated using (c) / [Row (ii) of (b)]; ratio eéquired premium risk
Capital capital charge after concentration adjustment to total net premiums written
Factor excluding Property Catastrophe.

4 | Catastrophe | Calculated using [Row (i) / Row (ii) x Row (iii)].

Premium
Adjustment

e. Required Capital Charge Adjusted foatastrophe Premiuii Calculated

using [(c)- (d)]; the premium risk capital charge (after concentration factor
and catastrophe adjustment) is carried to the Summary section.

Instructions Affecting Premium Risk

D7.6a All reported net premiums written for thelevant year by statutory line of business as
prescribed in this Schedule that are subject to capital charges within the premium risk
charge shall be included;

D7.6b All net premiums written by statutory line of business shall be reported on a basis
consistehwith that used for purposes of statutory financial reporting;
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D7.6¢c An insurer may provide premium exposure for all statutory lines of general business,
or for particular statutory lines of general business, split by geographic zone as set out
by the BMA. 9eolinepren s then derived from the total premium for that line of

e 2
aX
business by reducing the total by 25% tinkeé Xi_)z where X% = net premiums
written in that line of business f&°N€; andwhere summation covers all zones ; and

D7.6d Amounts are to be reported on a consolidated basis.
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D8.1

D8.2

D8.3

D8.4

D8.5

D8.6

D8. RESERVE RISK

Background

The reserve risk charge is based on the statutory net loss and loss expense provisions b
predefined statutory lines of business, and if available, reportirtgatetical provision
by predefined statutory geographic locations.

The first step of thealculation applies a line of business specific reserve risk capital
factor to the respective reserve amounts.

In the second step of the calculatepplies sum squared diversification credit based on
18 geographic zones. Note that this is not a necessguyrement in the reserve risk
calculation and if used, this is not required for all lines of business.

In the Reserve risk calculation, a concentration adjustment is determined to reflect the
overall diversification of the reserve risk.

The concentrigon adjustment factor is based on the ratio of the largest individual line of
business reserve to total reserves. If all reserves are allocated to a single line of business
this ratio is equal to 100%. If the reserves are evenly spread among fi\e osmess,

this ratio is equal to 20%. The concentration adjustment factor is obtained by multiplying
this ratio by 40% and then adding 60%. So for an insurer with only one line of business
the concentration adjustment factor is 100%, which meansithatjustment is made

for diversification and the required reserve risk charge is the same as that calculated in
the first step. For an insurer with reserves that are evenly spread among five lines of
business the concentration adjustment factor is 6886jng to a required reserve risk
charge that is lower than the sum of all the individual line of business reserve risk charges
calculated in the first step.

Reserve Risk Capital Charge

The reserve risk charge calculation can be summarised by theifgléormula:

— N geoliners\g
o ga b, 3 geolinerss u3 emax{ coliers: }3 m+J2 g where
b - individual geolinersg, reserve risk charge factor;

totalrsvs = total geographic diversification of reserves over all lines of business,

i.e. g geolinersg ; geolinersg = geographic diversification of reserve
i>1

measure for individual line of busineks

m = additional concentration adjustment factor equal to 40%; and
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ltems

= minimum concentration adjustment factor equal to 60%.

a. Lines of Business As categorised by the 24 predefined statutory lines of business.

Line Item Description

1 | Gross Loss | Column (1): Gross loss and losspense provisions by predefined statutory line ¢
and Loss business, as reported on Schedule IlI, Lines (1) to (24). Total must tie to the (
Expense Loss and Loss Expense Rigions of the economic balance shigairm 1EBS, Line
Provisions | 17 (a).

2 | Net Loss and Column (2): Net loss and loss expense provisions by predefined statutory line
Loss business and geographic zone, as reported on Schedule IlIA, Lines (1) to (24)
Expense must tie to the Net Loss and Loss Expense Provisions etctireomic balancehset
Provisions | (Form 1EBS, Line 17(d) and should be input on an undiscounted basis.

1 | Net Loss and Column (3): Net loss and loss expense provisions by predefined statutory line
Loss business and geographic zone, as reported on Schedulkiiés, (1) to (24). Total
Expense must tie to the Net Loss and Loss Expense Provisions etcthmic balance shes
Provisions | (Form 1EBS, Linel7(d) and should be input on an economic balance sheet baj

2 | Capital Column (4): Supplied by BMA; reserve charge fastimr individual lines of
Factor business.

3 | Required Column (5): Calculated using [Column (3) x Column (4)]; reserve charge amot
Capital for individual lines of business.

b. Concentration Adjustment Calculati®nCalculates a factor that determines how

much credit is given for diversification of reserve risk across all lines of business.

Line Item Description

1 | Maximum Row (i): Calculated using Max [Column (1) of (a)]; largest reserve amount
Reserve appearingn [Column (1) of (a)].

2 | Total Reserve Row (ii): Calculated using Sum [Column (1) of (a)]; total of reserve amounts

appearing in [Column (1) of (a)].

3 | Maximum Row (jii): Calculated using [Row (i) / Row (ii)]; this ratio measuties degree of
Reserve / concentration.
Total Reserve

4 | Maximum Row (iv): Supplied by BMA; parameter that limits the maximum credit that is
Adjustment | given for diversification.
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Line Item Description

5 | Minimum
Adjustment
Factor

Row (vi): Calculated using [1Row (iv)]; lower bound for theoncentration
adjustment factor. The formula ensures that no diversification credit will be g
when all net premiums written are concentrated in a single line of business.

Adjustment
Factor

6 | Concentratiorn] Calculated using [Row (iii)) x Row (iv) + Rovi)].

c. Required Capital Chargé Calculated using [(Total of Column (3) of (a)) x

(Concentration Adjustment Factor)]; the reserve capital charge (after concentration
factor adjustment) is carried to the Summary section.

Instructions Affecting Reserve Risk

D8.6a All reported net loss and loss expense provisions for the relevant year by

D8.6b

D8.6¢c

D8.6d

statutory line of business as prescribed in this Schedule are subject to capital
charges within the reserve risk charge shall be included;

All reported net loss and loss expense provisions by statutory line of business
shall be reported on a basis consistent with that used for purposes of statutory
financial reporting

An insurer may provide loss and loss expense provisions exposure for all
statutory lines of general business, or for particular statutory lines of general
business, split by geographic zone as set out by the B#§R!INerss s then

derived from the total loss and loss expense provisions for that line of business
Xi
by reducing the total by 25% time(sd-l Nk where % = best estimate net loss
1

and loss expense provisions in that line of busines€$9€; and where the
summation covers all zones; and

Amounts are to beeported on a consolidat&BSbasis
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D9.1

D9.2

D9.3

D9. CREDIT RISK

Background

Credit risks are partitioned into three categories: accounts and premiums receivable,
reinsurance balances, and all other receivables.

Whereappl i cabl e, the amounts must reconci
Form1EBS or to the schedules prescribed by or under the Prudential Standard Rules for
the relevant year.

Credit Risk Capital Charge

Thecredit risk charge calculation cae summarisedy the following formula:

C.ea = @ ® debtoy® /77, where

a

I = BMA supplied credit risk capital charge factor for type of déhtor

debtor_ receivable amount from debtgrand

/177 = additional diversification adjustment factor applied to reinsurance

fi

balances only taking into consideration diversification by number of
reinsurers, equal to 40%.

ltems

a. Accounts and Premiums Receivable

retrocessional
contracts

Less: Collateralised
balances

Line Item Statement Sourcé The IAR
1 In course of Based on FormEBS Line 10(a).
collection
3 Receivables from | Based on FormlEBS Line 10(c) less Notes to ForbiEBS

Collateralised balances are all collaterals issued in favour of the gri
members relating to accounts and premiums receivable. Assets
accounted in FormhEBS Line (34) should not be included here.

b. Particulars of reinsurance balances by BSCR rati(ij amounts receivable on
account of policies of reinsurance from any person, whether an affiliate or not,
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shoul d be i ncluded; (i) any amount
Receivabl ed and O6Funds Held by Ceali ng
uncollectible amounts, as determined by the insurer, should be deducted.

Line Item Statement Sourcd The Rules
1 BSCR rating O Based on SchedukVIll Column E
2 BSCR rating 1 Based on Schedule XVITolumn E
3 BSCR rating 2 Based on Schedule XVITolumn E
4 BSCR rating 3 Based on Schedule XVITolumn E
5 BSCR rating 4 Based on Schedule XVITolumn E
6 BSCR rating 5 Based on Schedule XVITolumn E
7 BSCR rating 6 Based on Schedule XVITolumn E
8 BSCR rating 7 Based on Schedule XVIColumn E
9 BSCR rating 8 Based on Schedule XVITolumn E
10 Less: Diversification| Based on Schedule XVITolumn E
adjustment

c. All Other Receivables

Line ltem Statement Sourcd |IAR

1 Advances to Based on FormEBS Line 4(g).
affiliates

2 Accrued investment| Based on FormiEBS Line 9.
income

Instructions Affecting Credit Risk

a. All accounts and premiums receivable and all other receivables that are subject to
capital charges within the credit risk charge shall be included;

b. All accounts and premiums receivable, reinsurance balances receivables, all other
receivables, and reinsurance recoverable balances shall be reported on a basis
consistent with that used for purposes of statutory financial reporting;

c. Collateralisedbalances are all collaterals issuedfamour of the insurer relating to
accounts and premiums receivable;
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. The net qualifying exposure comprises of reinsurance balances receivable and
reinsurance recoverable balances less the corresponding reinsulancespayable

and other payables less the qualifying collateral issuddviour of the insurer in
relation to the reinsurance balances;

. The net qualifying exposure in instruction (d) shall be subject to the prescribed credit
risk capital factor;

The tdal capital requirement relating to the reinsurance balances shall be reduced by a
diversification adjustment of up to a maximum of 40%;

. The diversification adjustment in instruction (f) is determined as 40% multiplied by 1
minus the ratio of the largesét reinsurance exposure, on an individual reinsurer basis,

to total net reinsurance exposure; and

. Amounts are to be reported on a consolid&B& basis.
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D10. CATASTROPHE RISK

Background
D10.1 The catastrophe risk charge is based on inspecific catastrophe risk modelling
output All exposures and premiums used in the Probable Maximum Loss (PML) and
Average Annual Loss (AAL) calculations should include amounts for second, third, and
subsegant events or losses following the initial loss event. Modeled losses should
include demand surge, storm surge, fire following earthquakes and secondary
uncertainty.

D10.2 The calculated catastrophe risk charge has two components. The first component is the
average premium shortfall for the top 1% worst case scenarios (i.e. at the 99.0%6 TVa
level). The second component is a credit risk charge for reinsurance recoverables under
the 1%worstcase scenarios. Since the PML calculations use annual aggrega@rexpo
for all risks the formula uses an imputed Total Catastrophe Premium in its calculation of
the premium shortfall component. In addition to actual Property Catastrophe Premiums,
this imputed Total Catastrophe Premium is based on the AAL divided bgdhstry
catastrophe loss ratio as determined by the BMA.

Catastrophe Risk Capital Charge
D10.3 The catastrophe risk charge calculation can be summarised by the following formulae:

C.: = NetPML- Netcatpren¥ CRw., where

NetPML- Net probable maximutoss;

Netcatpren = Property catastrophe premium + (modeled AAL) / (estimated
industry catastrophe loss ratio of 40.0%) for Class 4 and 3B insurers; or Property
catastrophe premium only for Class 3A insurers; and

CRw = Cralit risk charge associated with reinsurance recoveries of ceded
catastrophe losses calculated as {(gross probable maximum loss less net probable
maximum loss less arrangements with respect to property catastrophe recoverables)
x credit risk charge equal i®.0%}.

Items for Class 4 and 3B Insurers only
a. Gross Probable Maximum Lo§sBased on the insureros
probable maximum gross natural catastrophe loss (prior to reinsurance) at the
99.0% TVaR level for annual aggregate exposure to all related risks and perils,
including reinstatement premiums, for the year followg t he fAr el evant
reported on Schedule,ine (9.

b. Net Probable MaximumlLogsBased on the insurerds cat a
maximum net natural catastrophe loss (after reinsurance) at the 99.0% TVaR level
for annual aggregate exposure to all related risks and perils, including reinstatement
premiums, for the year followinph e #fAr el evant year o as |[re

Line (h).
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c. Average Annual Loss Excluding Property Catastrophe (AALBased on the
i nsurer os catastrophe model ; t he explec
reinsurance), including reinstatement premiufosannual aggregate exposure to
all related risks and perils other than those relating to the Property Catastrophe line
of business for the year foll owing t hle
Line (i). The AAL should be calculated from the sanmelerlying loss distribution
used to determine the Gross PML and Net PML (excluding the property catastrophe
component).

d. Industry Catastrophe Loss Ratio Supplied by BMA; used to calculate the
embedded catastrophe premiums from lines of business other Rioperty
Catastrophe.

e. Property Catastrophe PremiunCopied from Premium Risk section; current year
net premiums written amount for Property Catastrophe line of business as reported
on Schedule IVA, Line (1).

f. Total Catastrophe Premiuimis calculatediusing [(c) / (d) + (e)]; used to calculate
the embedded catastrophe premiums from lines of business other than Property
Catastrophe.

g. Credit Risk Capital Factdr Supplied by BMA,; credit risk factor applied to ceded
catastrophe losses at the 99.0%aR lewel equal to 10.0%.

h. Arrangements with Respect to Property Catastrophe RecoveraBlgsied from
Schedule V, Linek)(v).

i. Credit Risk Chargé Calculated using [(a) (b) T ((h) * 98%) x (g)]; ceded
catastrophe losses times the catastrophe credit rigkldagtor.

j. Catastrophe Capital ChargeCalculated using [(b) (f) + (i)]; the catastrophe
capital charge IS carried to the Summary section.

Items for Class 3A Insurers only
a. Gross Probable Maximum LodsB a s e d on t he i nsurer 6s

probale maximum gross natural catastrophe loss (prior to reinsurance) at the
99.0% TVRR level for annual aggregate exposure to all related risks and perils,
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D10.4

including reinstatement premi ums, for
reported on Schedule Yine (f).

. Net Probable MaximumlLo§sBased on the insurer s ca3a

maximum net natural catastrophe loss (after reinsurance) at the 99.(RdeMéa

for annual aggregate exposure to all related risks and perils, including reinstatement
premiums, for the year foll owing the
Line ().

Property Catastrophe PremiunCopied from Premium Risk section; curteear
net premiums written amount for Property Catastrophe line of business as reported
on Schedule IVA, Line (1).

. Credit Risk Capital Factdr Supplied by BMA; credit risk factor applied to ceded

catastrophe losses at the 99.0%aR level equal to 10%.

. Arrangements with Respect to Property Catastrophe RecoveraBlgsied from

Schedule V, Linek)(v).

Credit Risk Chargé Calculated using [(a) (b) T ((e) * 98%) x (d)]; ceded
catastrophe losses times the catastrophe credit risk capital factor.

. Caastrophe Capital Charde Calculated using [(b) (c) + (f)]; the catastrophe

capital charge IS carried to the Summary section.

Instructions Affecting Catastrophe Risk
a. All reported net probable maximum loss, gross probable maximum loss, average

annual Ies excluding property catastrophe, property catastrophe premium and
arrangements with respect to property catastrophe recoverables as prescribed in
Schedule V that are subject to capital charges within the catastrophe risk charge
shall be included; and

The amount of collateral and other funded arrangements with respect to property
catastrophe recoverables shall be reported and reduced by 2% to account for the marke
risk associated with the underlying collateral assets
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D11. CAPITAL ADJUSTMENT
Background

D11.1 The capital adjustment charge represents the capital requirements for regulated non
insurancdinancial operating entities and shall comprise the capital adjustment, which is
added to the BSCR (after covariance adjustment) to arrive at the BSCR. The BSCR w
be usedtodeterminma nsur er s ECR for the relevant
section of the BSCR model.

Capital adjustment
The capital adjustment charge calculation casuremarisedby the following formula:

C adj = Regulatory capital quirement for regulated nensurance financial operating
entities.

Iltems

D11.2 Requlatory capital requirement for requlated4nsurance financial operating entities
This capital adjustment charge shall be determined in accordance with Schedule XVI,
where this amount shalll be equal to the

registered entityodés regul atory coauesao al
the jurisdiction where the entity wasencedor registered.
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D12.1

D12.2

D12.3

D12. FEATUREST BSCR ON NEW BASIS
Background

The Summary Exhibit has seven key features: Required Capital and Surplus, Available
Statutory Capital and Surplus, MSM, ECR and TCL, Ratios, Solvency Capital
Distribution chart, an®RegulatoryAction Level graph. Each feature is described below.

At the bottom of the page the BSCR formula for combining the various risk capital
charges is displayedhe data input into the Summary Exhibit are i) the BMA approved
Capital Contribution of the insurance group; ii) initial best estimate liabilities held for
future discretionary benefits (FDB) (if any); iii) the effective (federal) tax rate of the
insurance group; and iv) the amount of loss carryback.

Required Capital andurplus

The BSCR is determined on an economic balance sheet (EBS) valuation basis according
to the following formula:

BSCR,,, =BasicBSCR+C
Where:

+C

operationd regulatoryadi + C otheradj + C AdjTP

BasicBSCF = basic BSCR risk module charge;

C = operationalisk charge;
operationd

Coorsoonas = regulatory capital requirement for regulated {msurance financia
regulatoryad| operating entities;

Cogre = adjustment for the loss absorbing capacity of technical provisio
I

C _ = adjustmat for the loss absorbing capital of deferred taxes;
otheradj

The Basic BSCR risk module charge calculation is determined in accordance with the
following formulad

BasicBSCR= | CorrBBSCR,3C3C,

]

Whered
CorrBBSCR. the correlation factors of the Basic BSCR correlation
. matrix in accordance with Table A;
i = the sum of the different terms should cover all possible
combinations of andj;

C. and C. = risk module charge and risk module chargewhich
' : are replaced by the following:
C Market » CP&C ) CCredit;
C varket = capital charge in respect noarket risk;
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Crsc capital charge in respect R&C risk; and

C et = capital charge in respect¢oedit risk.
Table AT Basic BSCR Correlation Matrix
COI’I’BBSCE\?j C Market C Credit CP&C
C varket 1
C credi 0.25 1
Cosc 0.125 0.50 1
D12.4 The market risk module risk module charge calculasaletermined in accordance with

the following formul#®
Crtreet™ \/a Market ; 2C*C,

i

Whered
CorrMarket |

the correlation factors of the market risk module in accord:
with Table B; where A = 0 if interest raaadliquidity risk charge
is calculated using the shoblased approach and the risk cha
is being determined based on the interest rate up shock, an
0.25 otherwise;

the sum of the different terms should cover all poss
combinations of and j;

C, and Cj = risk charge and risk chargewhich are replaced by the followin

C Cequity’ Cinteresta Ccurrency1 C
= capital charge in respectfiged income investment risk;

N

fixedIncome » concentrapn

fixedincome

cquiy = capital charge in respect ¢gjuity investment risk;

capital charge in respect toterest rateand liquidity
risk;
capital charge in respect ¢arrency risk; and

interest

currency

OO0 O 00
I

capital charge in respect to concentration.risk

concentrabn

Table BT Market Risk Module Correlation Matrix

CorrMarket,j C fredindom equity Cieest | C currency © concenran
C fredincome 1

C equity 0.50 1

C interest A A 1
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D12.5

D12.6

D12.7

C currency 0.25 0.25 | 0.25 1
C concentraion 0.00 0.00 | 0.00 | 0.00 1

The P&C risk module charge calculatisrdetermined in accordance with the following
formulad

Crec= [8 ConmP&C, 3C3C,

i

Wheré

CorrP&C, . = the correlation factors of the P&C risk module correlation me
! in accordance with Table C;

I = the sum of the different terms should cover all poss

combinations of andj;

C, and C, = risk chargei and risk chargg which are replaced by th

. following:
Cpremium' Crese,\,u catastrophe;
C premium = capital charge in respect poemium risk;

Creserve = capital charge in respectiteserve risk; and
= capital charge in respect ¢atastrophe rigk

@)

catastrople

Table C - P&C Risk Module Correlation Matrix

CorrP & C, 3 C premium Creserve Ccatastropre
C premium 1
Creserve 0.25 1
Catastropte 0.125 0.00 1

This formula utilises the correlation matrixto aggregate the various risks under the
assumption that the risks amet independent witbne another, and therefopgpvides

a linear dversification benefit when combining the risk charges. The end result is the
BSCR (aftercorrelationadjustment).

The operationakisk capital charge is the operational risk charge multiplied bguhe
of (gross) BSCR (aftercorrelation adjustment)and the lossbsorbing capacity of
technical provisions according to paragraph D22 ierisk charge ranges from 1% to
20% based on e ax s eisrsanernd r 6sf steHl d
Assessment (CIRA) framework.
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D12.8

D12.9

D12.10

D12.11

D12.12

D12.13

D12.14

D12.15

D12.16

D12.17

Capitaladdons/ reducti ons may be assessed whe

risk profile deviates significantly from the risk assumptions underlying the ECR or from

the insurerod6s assessment of its risk ma

but are not limited to, items such as: provisions for reserve deficiencies, significant
growth in premiums, and quality of risk management surrounding operational risk.

The BSCRIis equal to the sum of the BSCR (afterrelationadjustment), operational

risk capital charge, capital adohs/reductions (if assesseddjustment for loss
absorbingcapacity of technical provisions and adjustment for loss absorbing capacity of
deferred taxes

Available Statutory Economic Capital and Surplus

Available Statutory Economic Capital and Surplus is defined as the Total Statutory
Economic Capital and Surploe$ the insurer, including subsequent Capital Contribution
less Capital Adebns / Reductions (BMA assessment). All capital contributions are to
be approved by the BMA, and all capital amlts / reductions are determined at the
discretion of the BMA.

Thei nsurerds available statutory economi
of calculatingthe BSCR and ECR ratios.

Minimum Margin of Solvency

TheMSM is prescribed by thimsurance Account Rules 2046/ | AR 0 )

ECR and TCL
The ECRIs the higher of the MSM and the BSCR / approved internal capital model.
TheTCL is equal to 120% of thECR.

Ratios

TheBSCRRatio is the ratio of the Available Statutory Economic Capital and Surplus to
the BSCR.

The ECRRatio is the ratio of the Available Statutory Economic Capital and Surplus to
the ECR.

Solvency Capital Distribution Chart

The SolvencyCapital Distribution chart displays the relative contribution of each charge
to the BSCR, prior to theorrelationadjustment.
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Regulatory Action Level Graph

D12.18 TheRegulatoryAction Level graph displays the insurer's Available Statutory Capital and
Surplus position relative to the BMA's regulatory action guidelines, where Regulatory
Action Level 1 i s equal to the i nsurero
theinsu er 6 s TCL.

Items

c. Required Capital and Surplug he calculation of the Required Capital and Surplus
Is used for the purpose of determining the required capital level.

1 | Fixed Income Based on current year fixed incomeestment risk (Column (3), Row
Investment Risk (9)).

2 | Equity Investment Based on current year equity investment risk (Colubdh Row ()).
Risk

3 | Interest Ratand Based on current year interest ratalliquidity risk (Column (4)).
Liquidity Risk

4 | CurrencyRisk Based on current year currency risk (Colura®)).

5 | Concentration Risk | Based on current year concentration risk (Column (3), Row (i)).

6 | Premium Risk Based on current year premium risk (Colurhf) (Row () for Class 4
and 3B insurers and Columblj Row () for Class 3A insurers).

7 | Reserve Risk Based on current year reserve risk (Column (5) Row (c) for Class 4 g
3B insurers and Column (5) Row (d) for Class 3A insurers).

8 | Credit Risk Based on current year credit risk (Column (3), Re)). (

9 | Catastrophe Risk Based on current year catastrophe risk (Row (j) for Class 4 and 3B
insurers and Row (g) for Class 3A insurers).

10 | BSCR (Prior to BSCR (Prior taCorrelationAdjustment) is the sum of the line items (1)
Correlation (9) above.
Adjustment)

11 | BSCR (After BSCR (AfterCorrelationAdjustment) is the resulting amount after
Correlation applying thecorrelation matri>on line item (10) to reflect a
Adjustment) diversification benefit when aggregating all the risks described above
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12

Operational Risk (%)

Operational Risk (%) is the applicable operational risk charge % of
ABSCR QofrelagonAdj ust ment 06 based on
from the CIRA framework as prescribed by the BMA.

13 | Operational Risk Operational Risk Capital Charge ($) is the resulting amount when the

Capital Charge (%) operational risk (%), as prescribed in line iter®)(1s applied to the
BSCR (AfterCorrelationAdjustment)(including the lossabsorbing
capacity of technical provisions, if any)

14 | Regulated Non Regulated Notinsurance Financial Operating Entities Capital Charge
Insurance Financial [t he resulting amount from t he 4
Operating Entities each entityos r eg tihactoamange withahei t &
Capital Charge applicable solvency laws of the jurisdiction where the entibigesicedor

registered.

15 | Capital AddOn / Capital AddOns/Reductions on the Required Capital and Surplus is t
Reduction (BMA difference between thesar required capital (using inswsecific capital
Assessment) factors) and the standard required capital (using the prescribed BSC

capital factors) determined under the compsapgcific parameters
section, which is to be completed only with the prior approvai®f t
BMA.

16 | Adj. for Loss Adjustment for Loss Absorbing Capacity of Technical Provision is the

Absorbing Capacity ol
Technical Provision

resulting amount from the sum of Basic BSCR correldtieiore

management actions less the sum of Basic B&@FRelation after
management actionsapped at the initial base level of bonus reserves
EBS basis.

17

Adj. for Loss
Absorbing Capacity ol
Deferred Taxes

Adjustment for Loss Absorbing Capacity of Deferred Taxes is the
resulting amount fromthegreaerf t he i nsurer 6s:
a) Past Loss Carry Back Provision;
b) Current Loss Carry Back Provision; and
c) Future Loss Carry Back Provision.

18

Final BSCR

BSCR is the sum of the line iter(ikl), (13), (14), (15)16) and (17).

d. Available Statutory Economic Capital and SurplusThe calculation of the

Available Statutory Economic Capital and Surplus is used for the purpose of
determining the appropriate regulatory action level.

Total Statutory
EconomicCapital and
Surplus

Based on the current year economic balance sheet of the insurer; as |
on Form 1EBS, Line 40.
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Capital Contribution

Capital Contributions must be approved by the BMA. Note that a Cap
Contribution increases the To@latutory Economic Capital and Surplus

Pre Adjustment

Available Statutory
Economic Capital and
Surplus

Pre Adjustment Available Statutory Economic Capital and Surplus is th
sum of lines (1) and (2) above.

Capital AddOns /
Reductions (BMA
assessment)

Capital Addons / Reductions may be assessed where the BMA believg
that an insureros risk profile
assumptions underlying the ECR.

Available Statutory
Economic Capital and
Surplus

Available Statutory Eenomic Capital and Surplus is the sum of lines (3
and (4) above.
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D13. FIXED INCOME INVEST MENT RISK

Background

D13.1 There are various categories of assets comprising of bonds, loans, and other
miscellaneous investments that are used to determine the Fixed Income Investment Risk

capital charge.

D13.2 Whereapplicable, the amounts must reconcile to the appropriate line(s)iofithe ur e r §
Form 1EBS or to the schedules prescribed by or under the Rules for the relevant year.

Fixed Income Investment Risk Capital Charge

D13.3 Thefixed income investment risk charge calculation casuramarisedby the following
formula:
C iredncome =@ C; 2 Flastclass® m + Credit Derivatives ;| where:
i
C = the BMA supplied asset class capital charge factor for type of fixed income asset
! class !
FIaStCIaS$ = value of investmentin  fixed income asset class | ;and
m = additional diversification adjustment factor applied to cash and cash equivalent
balances, or 1 for other asset classes; and
Credit Derivatives = the spread risk charge for credit derivatives calculated as per the following
formula:
CreditDerivatives = greater of:

) CreditDerivatives, ...
i) CreditDerivatives,, oo and

iii) 0.
reditDerivativ = the spread risk charge for credit derivatives resulting from an upward credit
CreditDerivat CShocku spread shock calculated as per the following formula:
CreditDerivativesg, .., =B 060 0860 .. Y80 "Y& O

= the spread risk charge for credit derivatives resulting from an downward credit

CreditDerivative
%ho‘:kDo""épread shock calculated as per the following formula:

CreditDerivatives, ,ypoic B 0 6 0 b60 .. Y& O Y& O
060 = refers to the valuation of long exposures for credit derivatives before
applying the instantaneous shock ... over the classes as set out below;
000 = refers to the valuation of long exposures for credit derivatives after
applying instantaneous shock ...over the classes as set out below
YO 'O = refers to the valuation of short exposures for credit derivatives before
applying the instantaneous shock ...over the classes as set out below
YO 'O = refers to the valuation of short exposures for credit derivatives after

applying the instantaneous shock ... over the classes as set out below
ltems
a. Corporate and Sovereign Bonds

BSCR rating O Based on ScheduleBHIF EBS, Line 1, Column (1).
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BSCR rating 1

Based on ScheduleBHIF EBS, Line 2, Column (1).

BSCR rating 2

Based on ScheduleBHIF EBS, Line 3, Column (1).

BSCR rating 3

Based on ScheduleBHHIF EBS, Line 4, Column (1).

BSCR rating 4

Based on ScheduleBHIF EBS, Line 5, Column (1).

BSCR rating 5

Based on ScheduleBHIF EBS, Line 6, Column (1).

BSCR rating 6

Based on ScheduleBHIF EBS, Line 7, Column (1).

BSCR rating 7

Based on ScheduleBHIF EBS, Line 8, Column (1).

O] O Nl O] O] | W DN

BSCR rating 8

Based on ScheduleBHIF EBS, Line 9, Column (1).

b. ResidentiaMortgageBacked Securities

BSCR rating 1

Based on ScheduleBHIF EBS, Line 2, Column (3).

BSCR rating 2

Based on ScheduleBHIF EBS, Line 3, Column (3).

BSCR rating 3

Based on ScheduleBHIF EBS, Line 4, Column (3).

BSCR rating 4

Based on ScheduleBHIF EBS, Line 5, Column (3).

BSCR rating 5

Based on ScheduleBHIF EBS, Line 6, Column (3).

BSCR rating 6

Based on ScheduleBHIF EBS, Line 7, Column (3).

BSCR rating 7

Based orSchedule IB-IIF EBS, Line 8, Column (3).

0| Nl Of 01 | W| N|

BSCR rating 8

Based on ScheduleBHIF EBS, Line 9, Column (3).

c. Commercial Mortgag®acked Securities/Ass&acked Securities

BSCR rating 1

Based on ScheduleBHIF EBS, Line 2, Column (5).

BSCR rating 2

Based on ScheduleBHIF EBS, Line 3, Column (5).

BSCR rating 3

Based on ScheduleBHIF EBS, Line 4, Column (5).

BSCR rating 4

Based on ScheduleBHIF EBS, Line 5, Column (5).

BSCR rating 5

Based orSchedule IB-IIF EBS, Line 6, Column (5).

BSCR rating 6

Based on ScheduleBHIF EBS, Line 7, Column (5).

BSCR rating 7

Based on ScheduleBHIF EBS, Line 8, Column (5).

0| N| O O | W] N| B

BSCR rating 8

Based on ScheduleBHIF EBS, Line 9, Column (5).

1

d. BondMutual Funds

BSCR rating O
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BSCR rating 1 Based on ScheduleBHIF EBS and IIA EBS, Line 2, Column (7).
BSCR rating 2 Based on ScheduleBHIF EBS and IIA EBS, Line 3, Column (7).
BSCR rating 3 Based on ScheduleBHIF EBS and IIA EBS, Line 4, Column (7).
BSCR rating 4 Based on ScheduleBHIF EBS and IIA EBS, Line 5, Column (7).
BSCR rating 5 Based on ScheduleBHIF EBS and IIA EBS, Line 6, Column (7).
BSCR rating 6 Based on ScheduleBHIF EBS and IIA EBS, Line 7, Column (7).
BSCR rating 7 Based on ScheduleBHIF EBS and IIA EBS, Line 8, Column (7).
BSCR rating 8 Based on ScheduleBHIF EBS and IIA EBS, Line 9, Column (7).

O| O N O] O] | W[ DN

e. Mortgage Loans

=

Insured/guarantee{ Based on ScheduleBiIF EBS, Linel0O, Column ).
mortgages
2 | Other commercial | Based on ScheduleBHIF EBS, Linell, Column Q).
and farm

mortgages
3 | Other residential | Based on ScheduleBHIF EBS, Linel2, Column ).
mortgages
4 | Mortgages not in | Based on ScheduleBHIF EBS, Linel3, Column Q).
good standing

f. Other Fixed Income Investments

1 Other loans Based on Form 1EBS, Line 8.

g. Cash and Cash Equivalents

1 |BSCRrating 0 Based on Schedule XK Column A).
2 | BSCRrating 1 Based on Schedule XK Column A).
3 | BSCRrating 2 Based orSchedule XPDA, Column A).
4 | BSCRrating 3 Based on Schedule XK Column Q).
5 | BSCR rating 4 Based on Schedule XK Column A).
6 | BSCR rating 5 Based on Schedule XK Column A).
7 | BSCR rating 6 Based on Schedule Xi Column A).
8 | BSCRrating 7 Based on Schedule XK Column Q).
9 | Less: Diversification| Based on Schedule XB Column A).
Adjustment
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Instructions Affecting Fixed Income Investment Risk

(a) all_assets comprising of bonds and debentures, loans, and other miscellaneous

investmentghat are subject to capital charges within the fixed income investment risk
charge shall be included:

(b) all nonraffiliated quoted and unquoted bonds and debentures shall be included in the

fixed income investment charge;

(c) all bonds and debentures, loansd ather miscellaneous investments shall include

amounts reported for economic balance sheet reporting purposes and include fixed
d ett herr omu gnhedd abpyq

income risk exposures as
calculated in accordance with the criteri@seribedin section B6for the following
items:

(i) collective investment vehicles and other investments packaged as funds,

including related undertakings used as investment vehicles;

(i) segregated accounts assets and liabilities;

(iif) deposit asset and liabilities;

(iv)assets and liabilities held by ceding insurers or under retrocession;

(v) other sundry assets and liabilities; and

(vi)derivatives.

(d) The capital requirements relating to cash and cash equivalents shall be reduced by &

diversification adjustment of up to a maxim@i40%: and

(e) the diversification adjustment in paragraph (d) is determined as 40% multiplied by 1

minus the ratio of the largest cash and cash equivalent balance held with a single

counterparty to the total of all cash and cash equivalent balance.

h. SpreadRisk Shocksfor Credit Derivatives

Line ltem | Statement SourdeThe Rules

Spread Up

Long Exposures

Short Exposures

1 | BSCR rating O

Based on Schedules HBF Column

Based on Schedules HBF Column

(1) Line 38 (3), Line 38
2 | BSCRrating 1 | Based orSchedules IIBIF Column Based on Schedules HB- Column
(1) Line 39 (3), Line 39

3 | BSCRrating 2

Based on Schedules HBF Column
(1) Line 40

Based on Schedules HBF Column
(3), Line 40
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4 | BSCRrating 3 | Based on Schedules HBF Column Based on Schedules HB- Column
(1) Line 41 (3), Line 41

5 | BSCRrating 4 | Based on Schedules HB- Column Based on Schedules HB- Column
(1) Line 42 (3), Line 42

6 | BSCRrating5 | Based on Schedules HBF Column Based on Schedules HB- Column
(1) Line 43 (3), Line 43

7 | BSCR rating 6 | Based on Schedules HBF Column Based on Schedules HB- Column
(1) Line 44 (3), Line 44

8 | BSCRrating 7 | Based on Schedules HB- Column Based on Schedules HB- Column
(1) Line 45 (3), Line 45

9 | BSCR rating 8 | Basedon Schedules IIBIF Column Based on Schedules HB- Column
(1) Line 46 (3), Line 46

Spread Down

Long Exposures Short Exposures

10 | BSCR rating O | Based on Schedules HB= Column Based on Schedules HB- Column
(6) Line 38 (8), Line 38

11 | BSCRrating 1 | Based on Schedules HB= Column Based on Schedules HB- Column
(6) Line 39 (8), Line 39

12 | BSCR rating 2 | Based on Schedules HB= Column Based on Schedules HB- Column
(6) Line 40 (8), Line 40

13 | BSCR rating 3 | Based on Schedules HBF Column Based on Schedules HB- Column
(6) Line 41 (8), Line 41

14 | BSCR rating 4 | Based on Schedules HB= Column Based on Schedules HB- Column
(6) Line 42 (8), Line 42

15| BSCRrating 5 | Based on Schedules HB= Column Based orSchedules [IBIF Column
(6) Line 43 (8), Line 43

16 | BSCR rating 6 | Based on Schedules HB Column Based on Schedules HB- Column
(6) Line 44 (8), Line 44

17 | BSCR rating 7 | Based on Schedules HBF Column Based on Schedules HB- Column
(6) Line 45 (8), Line45

18 | BSCR rating 8 | Based on Schedules HB Column Based on Schedules HBF Column

(6) Line 46

(8), Line 46

179




D14.1

D14.2

D14.3

D14. EQUITY INVESTMENT RISK
Background

Thereare various categories of equity investments comprising common stocks, preferred
stocks, real estate, and other miscellaneous investments that are used to determine th
Equity Investment Risk capital charge. All rafiiliated stocks held by the insurer
should be reported, including both quoted and unquoted issues.

Equity Investment Risk Capital Charge

The equity investment risk charge calculation cansbemarisedby the following
formula:

Cequiy™ \/a CorrEq ;3C3C,
1]

, where

CorrEq j = the correlation factors of the equity risk correlation matrix in accordance
' Table 2A;

i = the sum of the different terms should cover all possible combinations of
correlationi andj;

Ci and Cj = risk charge i and risk charge j which are replaced by the following:
CType1’ CTypez ) CType31 CType4;

CTypel = Typelequity risk charge as calculateder the classes set out below

CTypez = Type2equity risk charge as calculateder the classes setit below

CTypes = Type3equity risk charge as calculateder the classes set out below

Crype4 = Typedequity risk charge as calculateder the classes set out below;

Table 2A7T Equity Risk Charge Correlation Matrix

Equity Corr Ciypes
Matrix Cryper Crype Crypes

Cryper 1.00

Crypez 0.75 1.00

Crypes 0.75 0.75 1.00

CType4 0.50 0.50 0.50 1.00

Typel, Type2 Type3 and Type4 equity risk charges calculation shall be determined in accordance
with the following formulad

o I A@oiiQoi 06iiQoi..Am YOOI i Qoi YOOI i Qoi. E .
I AQD o _ _ . N . ht
" [ A6 00T i Qoi"™YOOOIi i Qoi. hm 6 00 QW wQa QoM QD wQa Q0. QQI
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8 i Ao S . 5 . . it
N I A¥0001 i QOi"YOUVLOI[ i Qoi. hm 6 00 QO ® QA "QOAMI QO ® QA "QA.QQI
Whered
C. = the instantaneous shocks prescribed in Table 2B for each ty
! equity class ; and
| Asset&shock = refers to the valuation of long asset exposures before applying ¢
L AssetdShock = refers to the valuation of long asset exposafes applying shock
SQASSGté = refers to the valuation of short exposures for qualifying assets th
hock held for risk mitigating purposes dstermined in accordance with tl
criteria prescribeth section Bdbefore applying shock
= refers to the valuation of short exposures for qualifying assets th
SQAssetg, o 0 the valua posures for qualifying asset
held for risk mitigating purposes dstermined in accordance with tl
criteria prescribeth section Bdafter applying shock
SNQAsse§hock = ref_ers to _the v_aluanon of short exposures f_or assets that do not ¢
for risk mitigating purposes adetermined in accordance with tl
criteria prescribeth section Bdbefore applying shock
= refers to the valuation of sh@xposures for assets that do not qua
SNQAssets, .« P 4

BELiabilities?Sho

BELiabilities"S"o

for risk mitigating purposes adetermined in accordance with tl
criteria prescribeth section B4after applying shock

= refers to the best estimate of insurance liabilities and G#intlities
before applying shock

= refers to the best estimate of insurance liabilities and other liabi
after applying shock
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ltems

a. Type 1 EquityHoldings

Assets Liabilities
Long Exposures Short Exposures
Qualifying as Assets held for] Qualifying as Assets held for| Without Management Actions
risk mitigation purposes risk mitigation purposes

1 | Strategic Holding$ | Based orsch.1IB-IIF Col. Based or5ch.lIB-IIF Col. (3) | Based orsch.lIB-1IF Col. (5) | Based orsch.lIB-IIF Col. (7)
Listed (1) Line 15Caoal. (2) Line 15 | Line 15Col. (4) Line 15 Line 15Col. (6) Line 15 Line 15Col. (8) Line 15

2 | Duration Based Based on Sch. IIBIF Col. Based on Sch. IIBIF Col. (3) | Based on Sch. IIBIF Col. (5) | Based on Sch. [IBIF Col. (7)

(1) Line 16 Col. (2) Line 16| Line 16 Col. (4) Line 16 Line 16 Col. (6) Line 16 Line 16 Col. (8) Line 16

3 | Listed Equity Based on Sch. IIBIF Col. Based on Sch. IIBIF Col. (3) | Based on Sch. IIBIF Col. (5) | Based on Sch. IIBIF Col. (7)
Securities in (1) Line 17 Col. (2) Line 17| Line 17 Col. (4) Line 17 Line 17 Col. (6) Line 17 Line 17 Col. (8) Line 17
Developed Markets

4 | Preferred Stocks Based on Sch. IIBIF Col. | Based on Sch. IIBIF Col. (3) | Based on Sch. IIBIF Col. (5) | Based on Sch. IIBIF Col. (7)
Rating 1 (1) Line 18 Col. (2) Line 18| Line 18 Col. (4) Line 18 Line 18 Col. (6) Line 18 Line 18 Col. (8) Line 18

5 | Preferred Stocks Based on Sch. IIBIF Col. Based on Sch. IIBIF Col. (3) | Based on Sch. IIBIF Col. (5) | Based on Sch. IIBIF Col. (7)
Rating 2 (1) Line 19 Col. (2) Line 19| Line 19 Col. (4) Line 19 Line 19 Col. (6) Line 19 Line 19 Col. (8) Line 19

6 | Preferred Stocks Based on Sch. IIBIF Col. Based on Sch. IIBIF Col. (3) | Based on Sch. IIBIF Col. (5) | Based on Sch. IIBIF Col. (7)
Rating 3 (1) Line 20 Col. (2) Line 20| Line 20 Col. (4) Line 20 Line 20 Col. (6) Line 20 Line 20 Col. (8) Line 20

7 | Prderred Stocks Based on Sch. IIBIF Col. Based on Sch. IIBIF Col. (3) | Based on Sch. IIBIF Col. (5) | Based on Sch. IIBIF Col. (7)
Rating 4 (1) Line 21 Col. (2) Line 21| Line 21 Col. (4) Line 21 Line 21 Col. (6) Line 21 Line 21 Col. (8) Line 21

8 | Preferred Stocks Based on Sch. IIBIF Col. Based on Sch. IIBIF Col. (3) | Based on Sch. IIBIF Col. (5) | Based on Sch. IIBIF Col. (7)
Rating 5 (1) Line 22 Col. (2) Line 22| Line 22 Col. (4) Line 22 Line 22 Col. (6) Line 22 Line 22 Col. (8) Line 22

9 | Preferred Stocks Based on Sch. IIBIF Col. Based on Sch. IIBIF Col. (3) | Based on Sch. IIBIF Col. (5) | Based on Sch. IIBIF Col. (7)
Rating 6 (1) Line 23 Col. (2) Line 23| Line 23 Col. (4) Line 23 Line 23 Col. (6) Line 23 Line 23 Col. (8) Line 23

10 | Preferred Stocks Based on Sch. IIBIF Col. Based on Sch. IIBIF Col. (3) | Based on Sch. IIBIF Col. (5) | Based on Sch. IIBIF Col. (7)
Rating 7 (1) Line 24 Col. (2) Line 24| Line 24 Col. (4) Line 24 Line 24 Col. (6) Line 24 Line 24 Col. (8) Line 24

11| Preferred Stocks Based on Sch. IIBIF Col. Based on Sch. IIBIF Col. (3) | Based on Sch. IIBIF Col. (5) | Based on Sch. IIBIF Col. (7)
Rating 8 (1) Line 25 Col. (2) Line 25| Line 25 Col. (4) Line 25 Line 25 Col. (6) Line 25 Line 25 Col. (8) Line 25

12 | Equity Derivatives Based on Sch. IIBIF Col. | Based on Sch. lIBIF Col. (3) | Based on Sch. IIBIF Col. (5) | Based on Sch. IIBIF Col. (7)
on Type 1 Equities | (1) Line 26 Col. (2) Line 26| Line 26 Col. (4) Line 26 Line 26 Col. (6) Line 26 Line 26 Col. (8) Line26
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b. Type?2 Equity Holdings

Assets

Long Exposures

Short Exposures

Liabilities

Qualifying as Assets held
for risk mitigation
purposes

Qualifying as Assets held for
risk mitigation purposes

Without Management Actions

Type 2 Investments

(1) Line 32 Col. (2) Line 32

(3) Line 32 Col. (4) Line 32

Line 32 Col. (6) Line 32

16 | Strategic Holding$ Based on Sch. IIBIF Col. | Based on Sch. IIBIF Col. Based on Sch. IIBIF Col. (5) | Based on Sch. [IBIF Col. (7)
Unlisted (1) Line 27 Col. (2) Line 27 (3) Line 27 Col. (4) Line 27 | Line 27 Col. (6) Line 27 Line 27 Coal. (8) Line 27
17 | Other Equities Based on Sch. IIBIF Col. | Based on Sch. IIBIF Col. Based on Sch. IIBIF Col. (5) | Based on Sch. lIBIF Col. (7)
(1) Line 28 Col. (2) Line 2§ (3) Line 28 Col. (4) Line 28 | Line 28 Col. (6) Line 28 Line 28 Col. (8)Line 28
18 | Letters of Credit Based on Sch. IIBIF Col. | Based on Sch. IIBIF Col. Based on Sch. IIBIF Col. (5) | Based on Sch. [IBIF Col. (7)
(1) Line 29 Col. (2) Line 29 (3) Line 29 Col. (4) Line 29 | Line 29 Col. (6) Line 29 Line 29 Col. (8) Line 29
19 | Intangible Assets Based on Sch. IIBIF Col. | Based on Sch. IIBIF Col. Based on Sch. IIBIF Col. (5) | Based on Sch. lIBIF Col. (7)
(1) Line 30 Col. (2) Line 3¢ (3) Line 30 Col. (4) Line 30 | Line 30 Col. (6) Line 30 Line 30 Col. (8) Line 30
20 | PensiorBenefit Based on Sch. IIBIF Col. | Based on Sch. IIBIF Col. Based on Sch. IIBIF Col. (5) | Based on Sch. IIBIF Col. (7)
Surplus (1) Line 31 Col. (2) Line 3] (3) Line 31 Col. (4) Line 31 | Line 31 Col. (6) Line 31 Line 31 Col. (8) Line 31
21| Equity Derivatives on | Based on Sch. IIBIF Col. | Based on Sch. IIBIF Col. Based on Sch. IIBIF Col. (5) | Based on Sch. lIBIF Col. (7)

Line 32 Col. (8) Line 3

c. Type 3 Equity Holdings

Assets

Long Exposures

Short Exposures

Liabilities

Qualifying as Assets held for
risk mitigation purposes

Qualifying as Assets held for
risk mitigation purposes

Without Management Actions

Infrastructure

(1) Line34 Col. (2) Line34

Line 34 Col. (4) Line34

Line 34 Col. (6) Line34

22 | Infrastructure Based on Sch. IIBIF Col. Based on Sch. IIBIF Col. (3) | Based on Sch. IIBIF Col. (5) | Based on Sch. IIBIF Col. (7)
(1) Line33Col. (2) Line33 | Line33Col. (4) Line33 Line 33Col. (6) Line33 Line 33Col. (8) Line33
23 | Derivatives on Based on Sch. IIBIF Col. Based on Sch. IIBIF Col. (3) | Based on Sch. IIBIF Col. (5) | Based on Sch. IIBIF Col. (7)

Line 34 Col. (8) Line34
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d. Type 4 Equity Holdings

Assets

Long Exposures

Short Exposures

Liabilities

Qualifying as Assets held for,
risk mitigation purposes

Qualifying as Assets held for
risk mitigation purposes

Without Management Actions

24

Equity Real Estate 1

Based on Sch. IIBIF Col.
(1) Line 35 Col. (2) Line 35

Based on Sch. IIBIF Col. (3)
Line 35 Col. (4) Line 35

Based on Sch. [IBIF Col. (5)
Line 35 Col. (6) Line 35

Based on Sch. IIBIF Col. (7)
Line 35 Col. (8) Line 35

25

Equity Real Estate 2

Based on Sch. IIBIF Col.
(1) Line 36 Col. (2) Line 36

Based on Sch. IIBIF Col. (3)
Line 36 Col. (4) Line 36

Based on Sch. IIBIF Col. (5)

Line 36 Col. (6) Line 36

Based on Sch. IIBIF Col. (7)
Line 36 Col. (8) Line 36
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Instructions Affecting Equity Investment Risk

(a) all_assets (except regulated Aosurance financial operating entities) and liabilities
(except theaisk margin) whose value is subject to equity risk shocks are to be reported on
a basis consistent with that used for the purposes of economic balance sheet reporting. Suc
assets and liabilities shall include equity risk exposures determined by applicatien of

-

Nl otohkr ougho approach <cal cul at edinseaiondB6cor da

for the following items:

(i) _collective investment vehicles and other investments packaged as funds,
including related undertakings used as investment vehicles;

(i) segregated accounts assets and liabilities;

(iideposit asset and liabilities;

(iv)assets and liabilities held by ceding insurers or under retrocession;

(v) other sundry assets and liabilities; and

(vi)derivatives.

(b) for asset types referrediton par agraph (a) (i) to (vi)
cannot be applied, the residual ilOthéranc €
l nvest ment s 0;

(c) short exposures qualifying as assets held for-mglgation purposes and short
exposures not qualifying as assets held for-misfigation purposes, shall both be
determined in accordance with criteria prescrilmesection B4 and

(d) amounts are to beported on an EBS Valuation basis.
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D15.1

D15.2

D15.3

D15.4

D15.5

D15.6

D15. INTEREST RATE AND LIQUIDITY RISK
Background

The interest rate and liquidity risk charge calculation may be calculated based on the
instructiondD152-D15.9 (option 1) or based on the instructions D1#16.15 (option

2). Once the insurer selects to use option 2, the insurer cannot move back to option 1
without the prior written approval of the Authority.

Interest Rate and Liquidity Risk Capital ChargeOption 1

The interest ratandliquidity risk option 1represents the economic risk an insurer is
subjected to due to changes in interest rates. The charge is calculated by applying the
Ashocko of a 2% increase in interest
(proportionate to the percentage of rgssj related to the duration difference. These
assets include quoted and unquoted bonds and debendtines, quoted and unquoted
preferred stocks, and mortgage loasgeported on Schedules IIB and.lIC

The interest rate and liquidity risk option 2 represetsalternative and more risk
sensitive method that requires insurers to apply shocks to the yield curve used for
determining best estimate liabilities and market value of assets (which includesshang
for interest ratesensitive cash flows in the calculation). The capital requirement is

determined as the negative changes to the net asset value of the highest magnitude

resulting from these shocks.

The interest ratandliquidity risk option 1chargecalculation can be summarised by the
following formula:

C,. =bonds$ duration®* marketdeche

, where
bonds = quoted and unquoted value of bonds and debentuotiser, preferred
stocks or mortgage loans;
duration =the higherofbr the insurerds effective
effective |liability duration or the 1in§g

effective asset duration; and

marketdeghe - 5ssumed interest rate shock supplied by BMA.
[tems

Bonds and DebenturésBased on current ye&chedule 11 (EBS) Column (9), Line 10
and Schedule IIA (EBS) Column (9), Line 16tal quoted and unquoted value of bonds
and debentures.

Preferred Stock$s Based on current ye&chedule 1l (EBS) Colum(®), Line 21 and
Schedule IIA (EBS) Column (9), Line 2fbtal quoted and unquoted value of preferred
stocks portfolio.
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D15.7 Mortgage Loang Based on current ye&chedule Il (EBS) Column (1), Line 26 and
Schedule IIA (EBS) Column (1), Line 26otal amortized cost (outstanding principal
amount less any provision made for doubtful collection) of mortgage loan portfolio.

D15.8 Effective Duration of Assefs The effective duration calculation is based on total bonds
and debentures¢hedule Il (EBS) Column J9Line 10 and Schedule 1A (EBS) Column
(9), Line 10, preferred stocksSchedule Il (EBS) Column (9), Line 21 and Schedule 1A
(EBS) Column (9), Line 21 and mortgage loans portfoliaSghedule Il (EBS) Column
(1), Line 26 and Schedule IIA (EBS) Colurfi), Line 2§. The effective asset duration
is pulled from Schedule V, Line (c).

D15.9 Effective Duration of Liabilitiess The effective duration calculation is based on the

reserves (Form 1EBS, Lines 17(d)). The effective liability duration is pulled from
Schelule V, Line (d).

Instructions Affecting Interest Ratand Liquidity Risk

a. All assets comprising of total bonds and debentures, preferred stock, and mortgage
loans investments that are subject to capital charges within the interest rate/liquidity
risk charge shall be included;

b. All quoted and unquoted neaffiliated other bonds and debentures and preferred
stock shall be included in the interest rate/liquidity risk charge; and

All other bonds and debentures, preferred stock, and mortgage loans imissthadl be

reported on a basis consistent with that used for purposes of described in the Prudential Standard

Rules Schedule XIV and the guidance note for statutory reporting regime.
Interest Rateand Liquidity Risk Capital Charge Optior2

D15.10 The interestateandliquidity risk option 2charge calculation can be summarised by the
following formula:

5 i ABAOG O'Q AYE OQ 0 QQYQp,sdmn

UOAA

Where&d

Shocl, ,, = & Shock:y

CCYy
EOR 0wd " 0ed ", TABwd " Odwd " Do 0 wd
w= Down Up

0 "QOYO pioes LETBE 6 00 06 G/Qf QOGS Wk 70 10 U 88y 856586591 °
WithoutOffset —
Clntlzzrzz . - maX(ShOCiﬁQ,Down’ Shoc‘ﬁ?,Up)
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D15.11

D15.12

MV CCY,Q

efore

MV CCY,Q

fter

MV CCY,NQ

efore

MV CCY,NQ

fter

MV CCY

efore

MVLSSY

BELiabilityg,cescendo

BEL | ab | I ityWorstScena'o

ltems

Assets(exposures other than derivativéshased on current year interest rate sensitive
assets including interest rate sensitive exposures from investment holdings packaged as
funds, segregated account company assets, deposit assets and other sundry assets
determined from the application of the letikough provisions.

Assets Qualifying as held for risk mitigating purposes (derivative exposubased on
current year interest rate sensitive assets including interest rate sensitive exposures from
investmentholdings packaged as funds, segregated account company assets, deposit

= refers to the market value of qualified assets including derivatives qualif
as held for riskmitigating purposesasdescribed in section Bdeforeshockw
(w=Up or Down) by currenctype (CCY), that has been converted to the
functional currency as expressed in Form 1EBS;

= refers to the revaluation of qualified assets including derivatjuabfying as
held for riskmitigating purposesaé described in section Bdfter shocking
interest rates bg(CCY w) where (CCY) refers to currentype,w refers to
shock Down and Up, aralrefers to the shock vector where the revalued
amount has beeronverted to the functional currency as reported in Form 1jf
prescribed in Table 3B;
= refers to the market value of nguoalified assets which are derivatives not
qualifying as held for risknitigating purposesds described in section B4
before shoclw (w=Up or Down)by currencytype (CCY), that has been
converted to the functional currency as expressed in EBBS;

= refers to the revaluation of najualified assets which are derivatives not
qualifying as held for risknitigating purposesaé described in section Bdfter
shocking interest rates lgfCCY,w) where (CCY) refers to currentype,w
refers to shock Down and Up, aadefers to the shock vector where the
revalued amount has beemnwerted to the functional currency as reported i
Form 1EBS prescribed in Table 3B,;
= refers to the best estimate of insurance liabilities and other liabilities bef
shockw (w =Up or Down) by currencytype that has beesonverted to the
functional currency as reported in Form 1EBS;

= refers to the revaluation of the best estimate of insurance liabilities and
liabilities after shocking interest rates &CCY w) where (CCY) refers to
currencytype,w refers to shock Down and Up, aadefers to the shock vector
where the revalued amount has been converted to the functional currency
reported in Form 1EBS prescribed in Table 3B;
= refersto best estimate of liabilities in the base case scenario when using
scenariebased approach; and

= refers to best estimate of liabilities in the wezase scenario when using t
scenariebased approach.

)
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D15.13

D15.14

D15.15

assets and other sundry assets as determined from the application of {ttedagk
provisions.

Assets Not Qualifying as held for risk mitigating purposes (derivative exposurasgd
on current year interest rate sensitive assets including interest rate sensitive exposures
from investmentholdings packaged as funds, segregated account companis,asse
deposit assets and other sundry assets as determined from the application of-the look
through provisions.

Liabilities (exposures other than derivativds)based on current year interest rate
sensitive exposures from insurance technical provisionsegatgd account company

liabilities, depositliabilities and other sundry liabilities as determined from the
application of the lookhrough provisions.

Liabilities (derivative exposure$)based on current year interest rate sensitive exposures
from insurancetechnical provisions, segregated account company liabilities, deposit
liabilities and other sundry liabilities as determined from the application of the look
through provisions
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a.

Interest Rate Dowh Exposires without Derivatives

Currency

Market Value of Assets

Market Value of Liabilities

United States Dollars

Based on Sch.

XXIIl, Col.(A), Line 1 Less Col. (B), Line 1

Based on Sch.

XXIIl, Col. (C), Line 1 Less Col. (D), Line 1

Euro Based on Sch. XXIlICol.(A), Line 2 Less Col. (B), Line 2 Based on Sch. XXIll, Col.(C), Line 2 Less Col. (D), Line 2
UK Pounds Based on Sch. XXIll, Col.(A), Line 3 Less Cal. (B), Line 3 Based on Sch. XXIll, Col.(C), Line 3 Less Col. (D), Line 3
Japan Yen Based on SchXIll, Col.(A), Line 4 Less Col. (B), Line 4 Based on Sch. XXIlIl, Col.(C), Line 4 Less Col. (D), Line 4

Canada Dollars

Based on Sch.

XXIIl, Col.(A), Line 5 Less Col. (B), Line 5

Based on Sch.

XXIIl, Col.(C), Line 5 Less Col. (D), Line 5

Swiss Francs

Based on Sch.

XXIIl, Col.(A), Line 6 Less Col. (B), Line 6

Based on Sch.

XXIIl, Col.(C), Line 6 Less Col. (D), Line 6

Australia Dollars

Based on Sch

. XXIlI, Col.(A), Line 7 Less Col. (B), Line 7

Based on Sch

. XXIlII, Col.(C), Line 7 Less Col. (D), Line 7

New Zealand Dollars

Based on Sch.

XXIlI, Col.(A), Line 8 Less Col. (B), Line 8

Based on Sch.

XXIll, Col.(C), Line 8 Less Col. (D), Line 8

Other currency 1

Based on Sch.

XXIIl, Col.(A), Line 9 Less Col. (B), Line 9

Based on Sch.

XXIIl, Col.(C), Line 9 Le&wl. (D), Line 9

Other currency 2

Based on Sch.

XXIIl, Col.(A), Line 10 Less Col. (B), Line 10

Based on Sch.

XXIIl, Col.(C), Line 10 Less Col. (D), Line 10

Other currency 3

Based on Sch

. XXIIl, Col.(A), Line 11 Less Col. (B), Line 11

Based on SchXXIIl, Col.(C), Line 11 Less Col. (D), Line 11

Other currency 4

Based on Sch.

XXIII, Col.(A), Line 12 Less Col. (B), Line 12

Based on Sch.

XXIII, Col.(C), Line 12 Less Col. (D), Line 12

Other currency 5

Based on Sch.

XX, Col.(A), Line 13 Less C(RB), Line 13

Based on Sch.

XXIII, Col.(C), Line 13 Less Col. (D), Line 13

Other currency 6

Based on Sch.

XXIIl, Col.(A), Line 14 Less Col. (B), Line 14

Based on Sch.

XXIIl, Col.(C), Line 14 Less Col. (D), Line 14

Other currency 7

Based on Sch

. XXIll, Cq(A), Line 15 Less Col. (B), Line 15

Based on Sch

. XXIlIl, Col.(C), Line 15 Less Col. (D), Line 15

Other currency 8

Based on Sch.

XXIIl, Col.(A), Line 16 Less Col. (B), Line 16

Based on Sch.

XXIIl, Col.(C), Line 16 Less Col. (D), Line 16

Other currency 9

Based on Sch.

XXIII, Col.(A), Line 17 Less Col. (B), Line 17

Based on Sch.

XXIIlI, Col.(C), Line 17 Less Col. (D), Line 17

Other currency 10

Based on Sch.

XXIlI, Col.(A), Line 18 Less Col. (B), Line 18

Based on Sch.

XXIlI, Col.(C), Line 18 Less Col. (D)pé 18

b.

Interest Rate Down Derivative Exposure

Currency

Market Value of Assets Qualifying for
Risk Mitigating Purposes

Market Value of Assets Not Qualifying for
Risk Mitigating Purposes

Market Value of Liabilities

United States Dollars

Based on SchXIll, Col. (G), Line 1
Less Col(H), Line 1

Col.(J), Line 1

Based on Sch. XXIll, Coll), Line 1 Less

Based on Sch. XXIll, ColK), Line 1
Less Col(L), Line 1

Euro Based on Sch. XXIll, Cq|G), Line 2 Based on Sch. XXIll, Cqll), Line 2 Less Based on Sch. XXIll, CqK), Line 2
Less Col(H), Line 2 Col. (J), Line 2 Less Col(L), Line 2

UK Pounds Based on Sch. XXIll, Cq|G), Line 3 Based on Sch. XXIII, Cqll), Line 3 Less Based on Sch. XXIll, CqlK), Line 3
Less Col(H), Line 3 Col.(J), Line 3 Less Col(L), Line 3

Japan Yen Based on Sch. XXIll, CAG), Line 4 Based on Sch. XXIll, Cqll), Line 4 Less Based on Sch. XXIll, CdK), Line 4

Less Col(H), Line 4

Col.(J), Line 4

Less Col(L), Line 4
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Canada Dollars

Based on Sch. XXIlICol.(G), Line 5
Less Col(H), Line 5

Based on Sch. XXIll, Cqll), Line 5 Less
Col.(J), Line 5

Based on Sch. XXIll, CqK), Line 5
Less Col(L), Line 5

Swiss Francs

Based on Sch. XXIll, CdlG), Line 6
Less Col(H), Line 6

Based on Sch. XXIlIl, Cdll), Line 6 Less
Col. (J), Line 6

Based on Sch. XXIll, CdK), Line 6
Less Col(L), Line 6

Australia Dollars

Based on Sch. XXIll, Cq|G), Line 7
Less Col(H), Line 7

Based on Sch. XXIll, Cqll), Line 7 Less
Col.(J), Line 7

Based on Sch. XXIll, CqK), Line 7
Less Col(L), Line 7

New Zealand Dollars

Based on Sch. XXIll, CdlG), Line 8
Less Col(H), Line 8

Based on Sch. XXIlII, Cdll), Line 8 Less
Col.(J), Line 8

Based on Sch. XXIll, CdK), Line 8
Less Col(L), Line 8

Other currency 1

Basedon Sch. XXIllI, Col(G), Line 9
Less Col(H), Line 9

Based on Sch. XXIll, Cqll), Line 9 Less
Col.(J), Line 9

Based on Sch. XXIll, CqK), Line 9
Less Col(L), Line 9

Other currency 2

Based on Sch. XXIll, CdlG), Line 10
Less Col(H), Line 10

Basedon Sch. XXIlII, Col(l), Line 10 Less
Col. (J), Line 10

Based on Sch. XXIlll, CdK), Line 10
Less Col(L), Line 10

Other currency 3

Based on Sch. XXIll, CqlG), Line 11
Less Col(H), Line 11

Based on Sch. XXIll, Cqll), Line 11 Less
Col.(J), Line 11

Based on Sch. XXIll, CqlK), Line 11
Less Col(L), Line 11

Other currency 4

Based on Sch. XXIll, CdlG), Line 12
Less Col(H), Line 12

Based on Sch. XXIIl, Cdll), Line 12 Less
Col.(J), Line 12

Based on Sch. XXIll, CdK), Line 12
Less Col(L), Line 12

Other currency 5

Based on Sch. XXIll, CqlG), Line 13
Less Col(H), Line 13

Based on Sch. XXIll, Cqll), Line 13 Less
Col. (J), Line 13

Based on Sch. XXIll, CqlK), Line 13
Less Col(L), Line 13

Other currency 6

Based on Sch. XXIll, CdG), Line 14
Less Col(H), Line 14

Based on Sch. XXIll, Cdll), Line 14 Less
Col. (J), Line 14

Based on Sch. XXIll, CdK), Line 14
Less Col(L), Line 14

Other currency 7

Based on Sch. XXIll, CqlG), Line 15
Less Col(H), Line 15

Based on Sch. XXIll, @l.(I), Line 15 Less
Col. (J), Line 15

Based on Sch. XXIll, CqlK), Line 15
Less Col(L), Line 15

Other currency 8

Based on Sch. XXIll, CqlG), Line 16
Less Col(H), Line 16

Based on Sch. XXIlI, Cqll), Line 16 Less
Col. (J), Line 16

Based on SchXIll, Col. (K), Line 16
Less Col(L), Line 16

Other currency 9

Based on Sch. XXIll, CqlG), Line 17
Less Col(H), Line 17

Based on Sch. XXIll, Cqll), Line 17 Less
Col. (J), Line 17

Based on Sch. XXIll, CqlK), Line 17
Less Col(L), Line 18

Othercurrency 10

Based on Sch. XXIll, CqlG), Line 18
Less Col(H), Line 18

Based on Sch. XXIll, Cqll), Line 18 Less
Col. (J), Line 18

Based on Sch. XXIll, CqlK), Line 18
Less Col(L), Line 18

c. Interest Rate Up Exposures without Derivatives
Currency Market Value of Assets Market Value of Liabilities
United States Dollarg Based on Sch. XXIlI, Col.(A), Line 20 Less Col. (B), Line 20 Based on Sch. XXIll, Col.(C), Line 20 Less Col. (D), Line 20
Euro Based on Sch. XXIlI, Col.(A), Line 21 Less Col. (Bjne 21 Based on Sch. XXIll, Col.(C), Line 21 Less Col. (D), Line 21
UK Pounds Based on Sch. XXIlII, Col.(A), Line 22 Less Col. (B), Line 22 Based on Sch. XXIll, Col.(C), Line 22 Less Col. (D), Line 22
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Japan Yen

Based on Sch.

XXIII, Col.(A), Line 23 Les®l. (B), Line 23

Based on Sch.

XXII, Col.(C), Line 23 Less Col. (D), Line 23

Canada Dollars

Based on Sch.

XXIlI, Col.(A), Line 24 Less Col. (B), Line 24

Based on Sch.

XXIIl, Col.(C), Line 24 Less Col. (D), Line 24

Swiss Francs

Based on Sch.

XXIICol.(A), Line 25 Less Col. (B), Line 25

Based on Sch.

XXIIl, Col.(C), Line 25 Less Col. (D), Line 25

Australia Dollars Based on Sch. XXIlII, Col.(A), Line 26 Less Col. (B), Line 26 Based on Sch. XXIlIl, Col.(C), Line 26 Less Col. (D), Line 26
New Zealand Dllars | Based on Sch. XXIII, Col.(A), Line 27 Less Col. (B), Line 27 Based on Sch. XXIlI, Col.(C), Line 27 Less Col. (D), Line 27
Other currency 1 Based on Sch. XXIll, Col.(A), Line 28 Less Col. (B), Line 28 Based on Sch. XXIll, Col.(C), Line 28 Less C(@), Line 28
Other currency 2 Based on Sch. XXIlIl, Col.(A), Line 29 Less Col. (B), Line 29 Based on Sch. XXIll, Col.(C), Line 29 Less Col. (D), Line 29
Other currency 3 Based on Sch. XXIlI, Col.(A), Line 30 Less Col. (B), Line 30 Based on Sch. XXIlICol.(C), Line 30 Less Col. (D), Line 30
Other currency 4 Based on Sch. XXIlI, Col.(A), Line 31 Less Col. (B), Line 31 Based on Sch. XXIlII, Col.(C), Line 31 Less Col. (D), Line 31
Other currency 5 Based on Sch. XXIlIl, Col.(A), Line 32 Less Col. (B), Li&2 Based on Sch. XXIll, Col.(C), Line 32 Less Col. (D), Line 32
Other currency 6 Based on Sch. XXIlIl, Col.(A), Line 33 Less Col. (B), Line 33 Based on Sch. XXIll, Col.(C), Line 33 Less Col. (D), Line 33
Other currency 7 Based on Sch. XXIll, Col.(A), Lin84 Less Col. (B), Line 34 Based on Sch. XXIlI, Col.(C), Line 34 Less Col. (D), Line 34
Other currency 8 Based on Sch. XXIlI, Col.(A), Line 35 Less Col. (B), Line 35 Based on Sch. XXIlIl, Col.(C), Line 35 Less Col. (D), Line 35
Other currency 9 Based orsch. XXIlII, Col.(A), Line 36 Less Col. (B), Line 36 Based on Sch. XXIlII, Col.(C), Line 36 Less Cal. (D), Line 36
Other currency 10 | Based on Sch. XXIll, Col.(A), Line 37 Less Col. (B), Line 37 Based on Sch. XXIll, Col.(C), Line 37 Less Col. (D), Line 37

a.

Interest Rate Up Derivative Exposure

Currency

Market Value of Assets Qualifying for

Risk Mitigating Purposes

Market Value of Assets Not Qualifying for
Risk Mitigating Purposes

Market Value of Liabilities

United States Dollars

Based on Sch. XXIll, CqlG), Line 20
Less Col(H), Line 20

Based on Sch. XXIll, Cqll), Line 20 Less
Col. (J), Line 20

Based on Sch. XXIll, CqlK), Line 20
Less Col(L), Line 20

Euro Based on Sch. XXIIl, CqlG), Line 21 Based on Sch. XXIlI, Cqll), Line 21 Less | Based on Sch. XXIll, CdK), Line 21
Less Col(H), Line 21 Col. (J), Line 21 Less Col(L), Line 21

UK Pounds Based on Sch. XXIll, CqlG), Line 22 Based on Sch. XXIlIl, Cqll), Line 22 Less | Based on Sch. XXIIl, CdK), Line 22
Less Col(H), Line 22 Col. (J), Line 22 Less Col(L), Line 22

Japan Yen Based on Sch. XXIIl, Cq|G), Line 23 Based on Sch. XXIIl, Cqll), Line 23 Less | Based on Sch. XXIlI, CdK), Line 23

Less Col(H), Line 23

Col. (J), Line 23

Less Col(L), Line 23

Canada Dollars

Based on SchXIll, Col. (G), Line 24
Less Col(H), Line 24

Based on Sch. XXIlI, Cqll), Line 24 Less
Col. (J), Line 24

Based on Sch. XXIll, CqlK), Line 24
Less Col(L), Line 24

Swiss Francs

Based on Sch. XXIlI, CdG), Line 25
Less Col(H), Line 25

Based orsch. XXIlII, Col(l), Line 25 Less
Col. (J), Line 25

Based on Sch. XXIlll, CdK), Line 25
Less Col(L), Line 25

Australia Dollars

Based on Sch. XXIll, CqlG), Line 26
Less Col(H), Line 26

Based on Sch. XXIll, Cqll), Line 26 Less
Col. (9), Line 26

Based on Sch. XXIll, CqlK), Line 26
Less Col(L), Line 26
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New Zealand Dollars

Based on Sch. XXIIl, CqlG), Line 27
Less Col(H), Line 27

Based on Sch. XXIll, Cqll), Line 27 Less
Col. (J), Line 27

Based on Sch. XXIIl, CqlK), Line 27
Less Col(L), Line 27

Other currency 1

Based on Sch. XXIll, CdlG), Line 28
Less Col(H), Line 28

Based on Sch. XXIIl, Cdll), Line 28 Less
Col. (J), Line 28

Based on Sch. XXIll, CdK), Line 28
Less Col(L), Line 28

Other currency 2

Based on Sch. XXIll, CqlG), Line 29
Less Col(H), Line 29

Based on Sch. XXIll, Cqll), Line 29 Less
Col. (9), Line 29

Based on Sch. XXIll, CqlK), Line 29
Less Col(L), Line 29

Other currency 3

Based on Sch. XXIll, CdlG), Line 30
Less Col(H), Line 30

Based on Sch. XXIICol.(l), Line 30 Less
Col. (J), Line 30

Based on Sch. XXIll, CdK), Line 30
Less Col(L), Line 30

Other currency 4

Based on Sch. XXIll, CqlG), Line 31
Less Col(H), Line 31

Based on Sch. XXIll, Cqll), Line 31 Less
Col. (J), Line 31

Based on Sch. XllI, Col.(K), Line 31
Less Col(L), Line 31

Other currency 5

Based on Sch. XXIll, CdlG), Line 32
Less Col(H), Line 32

Based on Sch. XXIIl, Cdll), Line 32 Less
Col. (J), Line 32

Based on Sch. XXIll, CdK), Line 32
Less Col(L), Line 32

Othercurrency 6

Based on Sch. XXIll, CqlG), Line 33
Less Col(H), Line 33

Based on Sch. XXIll, Cqll), Line 33 Less
Col. (J), Line 33

Based on Sch. XXIll, CqlK), Line 33
Less Col(L), Line 33

Other currency 7

Based on Sch. XXIll, CdG), Line 34
Less Col(H), Line 34

Based on Sch. XXIll, Cdll), Line 34 Less
Col. (J), Line 34

Based on Sch. XXIlll, CdK), Line 34
Less Col(L), Line 34

Other currency 8

Based on Sch. XXIlIl, CqlG), Line 35
Less Col(H), Line 35

Based on Sch. XXIICol.(l), Line 35 Less
Col. (J), Line 35

Based on Sch. XXIll, CqlK), Line 35
Less Col(L), Line 35

Other currency 9

Based on Sch. XXIll, CdlG), Line 36
Less Col(H), Line 36

Based on Sch. XXIlIl, Cdll), Line 36 Less
Col. (J), Line 36

Based on Sch. Xlll, Col. (K), Line 36
Less Col(L), Line 36

Other currency 10

Based on Sch. XXIll, CqlG), Line 37
Less Col(H), Line 37

Based on Sch. XXIll, Cqll), Line 37 Less
Col. (J), Line 37

Based on Sch. XXIll, CqlK), Line 37
Less Col(L), Line 37
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Instructions Affecting Interest Ratand Liquidity Risk

(a) all assets sensitive to interest rates shall be included in the table, including but not limited
to fixed income assets, hybrid instruments, deposits, loans (including mortgage and
policyholder loans), reinsurance balance receivables and exposures @eeltéery
applicati omhmdugthe &pwokach cal cul ated i
prescribedn section B&or the following items:

(i) collective investment vehicles and other investments packaged as funds, including
related undertakings used asastment vehicles;
(i)  segregated accounts assets;
(i)  deposit asset;
(iv)  other sundry;
(v) derivatives;
(vi)  funds held by ceding insurers.

(b) all liabilities sensitive to interest rates shall be included in the table, including but not
limited to best estimate of insurancebiidies, other liabilities (except risk margin) and
l'iability exposures det erhmionuegdh 6b ya papprpolaicch
in accordance with the criteria prescribedgection B&or the following items:

() segregated accounts liabilities;
(i)  deposit liabilities;
(i)  other sundry liabilities;
(iv)  derivatives;
(v)  funds held under retrocession.

(c) amounts are to be reported on an EBS Valuation basis.
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D16.1

D16.2

D16.3

D16.4

D16. CURRENCY RISK

Background

The currency risk charge is based on amounts reported on Form 1EBS total assets ang
liabilities. It represents the risk thilie net asset position of an insurer may worsen as a
result of exchange rate changes if assets and liabilities are not curreéobgadrasurers

are to include at least 95% of their total assets and liabilities based on the predefined
thirteencurrency types (United States DollBermuda Dollar, Qatar Riyal, Hong Kong
Dollar, Euro, Denmark Kroner, Bulgaria Leva, West African CFAakc, Central
African CFA Franc, Comorian Frantited Kingdom Pounds, Canadian Dollar and
Japanese Yen) and ten other currency types.

The currency risk capital charge is based on the saisskt for each currency tymand

the liabilities and the proxy BSCR (proxy BSCR is determined by applyingrthe

BSCR factorof D16.3 o t he currency typebds | iabildi
type that has insufficient assets held to the liabilities and proxy BS&echis applied

to both the assets and the liabilities and the allocated capital requir@imeshock is a
downwards shock to the reporting currency, meaning that the reporting currency will
depreciate relative to other currencidghere are sufficient agts held to the liabilities

and proxy BSCR, then there is no/NIL capital charge applied.

Theproxy BSCR factor is determined the greater of:
a. the prior year ECR charge to the prior year total EBS liabilities reported and
b. the average of the last threeor years ECR charge to last three prior years total
EBS liabilities reported.

Currency Risk Capital Charge

The currency risk charge calculation carsbhenmarisedy the following formula:

ey D 0B b6d .. 06Op 0 6op .. B oa
R L . . . N
i Ag 0 OO b ooy .. [ ABwOop 6oop T B
| AB GOpY b oY P Do bl .. E .o
iy 861171 & vadi O U o

Currency

M VA Before

the instantaneous shocks prescribed in Table 4A for each type of currency(v
MVA,Before+ MVD o + MVDSNQ + MVDL|Q + MVDS,?Before- I\/I\/I‘?,Before-

i,Before ,Before Before

Currproxybscr )<0 and 0 otherwise;

refers to currency type that has been converted to the functional currency as r
in Form 1EBS

= refers to the market value of assets excluding curreangitive derivative:

prescribed by the Authority by currentype (CCY), that has been converted to
functional currencys reported in Form 1EBS;
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M VA After

Before

MVDLY

M V D I‘|(';,)After

MV DS?Before

M V DS?After

MVDLQ

i,Before

MVDL Fier
MVDS'S

,Before

MVDS 5.

0wy

Currproxybscr
BSCR Proxy factor

refers to the revaluation of assets excluding curresecsitive derivatives afte
shocking byc(CCY)where (CCY) refers to currentype, andc refers to the shock
where the revalued amount has been converted to the fuhctiorency as reporte
in Form 1EBS;
refers to the market value of long positions in derivatives qualifying as held fo
mitigating purposesas described in section B8y currencytype (CCY), that ha
been converted to the functional currencyegrted in Form 1EBS;
refers to the revaluation of long positions in derivatives qualifying as held fer
mitigating purposesa described in section Bdfter shocking byc(CCY) where
(CCY) refers to currenctype, andc refers to the shock, where the revalued amc
has been converted to the functional currency as reported in Form 1EBS;
refers to the market value of short positions in derivatives qualifying as heiskfo
mitigating purposesag described in section B8y currencytype (CCY), that ha:
been converted to the functional currency as reported in Form 1EBS;
refers to the revaluation of short positions in derivatives qualifying as held fol
mitigating purposesds described in section Bdfter shocking byc(CCY) where
(CCY) refers to currenctype, andc refers to the shock, where the revalued amc
has been converted to the functional currency as reported in Form 1EBS
refers to the market value of long positions in derivatives not qualifying as he
risk-mitigating purposesas described in section BBy currencytype (CCY), that
has been converted to the functional currency as reported in Form 1EBS;
refers to the revaluation of long positions in derivatives not qualifying as he
risk-mitigating purposesal described in section B4fter shocking byc(CCY)
where (CCY) refers to currengype, andc refers to the shock, where the revalt
amount has been converted to the functional currency as reported in Form 1k
refers to the market value of short positions in derivatives not qualifying as he
risk-mitigating purposesas described in section BBy currencytype (CCY), that
has been converted to the functional currency as reported in Form 1EBS;
refers to the revaluation of short positions in derivatives not qualifying as he
risk-mitigating purposesgs described in section Béfter shocking byc(CCY)
where (CCY) refers to currentype, andc refers to the shock, where the revalt
amount has been converted to the functional currency as reported in Form 1k
refers to the market value of the best estimate of insurance liabilities and
liabilities by currencytype that has been converted to the functional currenc
reported in Form 1EBS;
refers to the revaluation of the besftimate of insurance liabilities and ott
liabilities after shocking byc(CCY) where (CCY) refers to currendype and
c refers to the shock, where the revalued amount has been converted to the fu
currency as reported in Form 1EBS;
refers to the product a@f w § and BSCR Proxy factor
greater of paragraphs (a) and (b) below:
(a) the ECR divided by Form 1EBS Line 39 Total Liabilities for the preceding
and
(b)  the average ahe above ratio for the preceding three years.
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where there are no prior submissions available, the BSCR proxy factor is th
ratio that would be obtained from the current submission without taking into a
the currency risk charge

ltems

D16.5 Assets (exposures other than derivativesased on current year currency exchange rate
sensitive exposuregicluding from cash, investment holdings packaged as funds,
segregated account company assets, deposit assets and other sundry assets as determined
from the application of the losthrough provisions.

D16.6 Assetsi Derivatives with Long Exposures Not Qualifying as held for risk mitigating
purposesi based on current year currency derivativesluding from investment
holdings packaged as funds, segregjatcount company assets, deposit assets and other
sundry assets as determined from the application of thetthwolagh provisions.

D16.7 Assetsi Derivatives with Short Exposures Qualifying as held for risk mitigating
purposesi based on current year currendgrivativesincluding from investment
holdings packaged as funds, segregated account company assets, deposit assets and other
sundry assets as determined from the application of thethwolkgh provisions.

D16.8 Assetsi Derivatives with Short Exposures Not &iying as held for risk mitigating
purposesi based on current year currency derivativesluding from investment
holdings packaged as funds, segregated account company assets, deposit assets and other
sundry assets as determined from the applicatitimeoiookthrough provisions.

D16.9 Assetd Derivatives with Long Exposures Qualifying as held for risk mitigating purposes
I based on current year currency derivativesluding from investment holdings
packaged as funds, segregated account company alegEisit assets and other sundry
assets as determined from the application of the-foadugh provisions.

D16.10 EBSLiabilities by Currency Typek Total Best estimate liabilities denominated in given
currency.

D16.11 Total ECR RequiremeiitBased orthreeprior yearsECR Requirement.

D16.12 Total EBS Liabilitie$ Based onthree prior years Form 1EBS Line 39; total EBS

liabilities (note if the EBS liabilities for the preceding three years is not available, provide
the statutory liability as reported on Line 39).
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Currency

Assets Exposures
Other than Derivativey

Long Exposures

Short Exposures

Liabilities

Qualifying as Held
for Risk Mitigation

Not Qualifying as
Held for Risk

Qualifying asHeld
for Risk Mitigation

Not Qualifying as
Held for Risk

Purposes Mitigation Purposes | Purposes Mitigation Purposes
United Stateg Based on Sch. XXA, | Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Basedon Sch. XXA, | Based on Sch. XXA,
Dollars Col.(A), Line 1 Col.(B), Line 1 Col.(C), Line 1 Col.(D), Line 1 Col.(E), Line 1 Col.(F), Line 1
Bermuda Based on Sch. XXA, | Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,
Dollars Col.(A), Line 2 Col.(B), Line 2 Col.(C), Line 2 Col.(D), Line 2 Col.(E), Line 2 Col.(F), Line 2
Qatar Riyals | Based on Sch. XXA, | Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,
Col.(A), Line 3 Col.(B), Line 3 Col.(C), Line 3 Col.(D), Line 3 Col.(E), Line 3 Col.(F), Line3
Hong Kong | Based on Sch. XXA, | Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,
Dollars Col.(A), Line 4 Col.(B), Line 4 Col.(C), Line 4 Col.(D), Line 4 Col.(E), Line 4 Col.(F), Line 4
Euro Based on Sch. XXA, | Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,
Col.(A), Line 5 Col.(B), Line 5 Col.(C), Line 5 Col.(D), Line 5 Col.(E), Line 5 Col.(F), Line 5
Denmark Based on Sch. XXA, | Based on SchXXA, | Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,
Kroner Col.(A), Line 6 Col.(B), Line 6 Col.(C), Line 6 Col.(D), Line 6 Col.(E), Line 6 Col.(F), Line 6
Bulgaria Based on Sch. XXA, | Based on Sch. XXA,| Based orSch. XXA, | Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,
Leva Col.(A), Line 7 Col.(B), Line 7 Col.(C), Line 7 Col.(D), Line 7 Col.(E), Line 7 Col.(F), Line 7
West African | Based on Sch. XXA, | Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,
CFA Francs | Col.(A), Line 8 Col.(B), Line 8 Col.(C),Line 8 Col.(D), Line 8 Col.(E), Line 8 Col.(F), Line 8
Central Based on Sch. XXA, | Based on Sch. XXA,| Based on Sch. XXA,| Based orch. XXA, | Based on Sch. XXA,| Based on Sch. XXA,
African CFA | Col.(A), Line 9 Col.(B), Line 9 Col.(C), Line 9 Col.(D), Line 9 Col.(E), Line 9 Col.(F), Line 9
Francs
Comorian Based on Sch. XXA, | Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,
Francs Col.(A), Line 10 Col.(B), Line 10 Col.(C), Line 10 Col.(D), Line 10 Col.(E), Line 10 Col.(F), Line 10
UK Pounds | Based on Sch. XXA, | Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,
Col.(A), Line 11 Col.(B), Line 11 Col.(C), Line 11 Col.(D), Line 11 Col.(E),Line 11 Col.(F), Line 11
Canada Based on Sch. XXA, | Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on SchXXA,
Dollars Col.(A), Line 12 Col.(B), Line 12 Col.(C), Line 12 Col.(D), Line 12 Col.(E), Line 12 Col.(F), Line 12
Japan Yen Based on Sch. XXA, | Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,
Col.(A), Line 13 Col.(B), Line 13 Col.(C), Line 13 Col.(D), Line 13 Col.(E), Line 13 Col.(F), Line 13
Other Based on Sch. XXA, | Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,
currency 1 | Col.(A), Line 14 Col.(B), Line 14 Col.(C), Line 14 Col.(D), Line 14 Col.(E), Line 14 Col.(F), Line 14
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Other Based on St. XXA, Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,
currency 2 | Col.(A), Line 15 Col.(B), Line 15 Col.(C), Line 15 Col.(D), Line 15 Col.(E), Line 15 Col.(F), Line 15
Other Based on Sch. XXA, | Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,
currency 3 Col.(A), Line 16 Col.(B), Line 16 Col.(C), Line 16 Col.(D), Line 16 Col.(E), Line 16 Col.(F), Line 16
Other Based on Sch. XXA, | Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,
currency 4 | Col.(A), Line 17 Col.(B), Line 17 Col.(C), Line 17 Col.(D), Line 17 Col.(E), Line 17 Col.(F), Line 17
Other Based on Sch. XXA, | Based on Sch. XXA,| Basedon Sch. XXA, | Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,
currency 5 Col.(A), Line 18 Col.(B), Line 18 Col.(C), Line 18 Col.(D), Line 18 Col.(E), Line 18 Col.(F), Line 18
Other Based on Sch. XXA, | Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,
currency 6 | Col.(A), Line 19 Col.(B), Line 19 Col.(C),Line 19 Col.(D), Line 19 Col.(E), Line 19 Col.(F), Line 19
Other Based on Sch. XXA, | Based on Sch. XXA,| Based on Sch. XXA,| Based on SchiXXA, | Based on Sch. XXA,| Based on Sch. XXA,
currency 7 Col.(A), Line 20 Col.(B), Line 20 Col.(C), Line 20 Col.(D), Line 20 Col.(E), Line 20 Col.(F), Line 20
Other Based on Sch. XXA, | Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,
currency 8 | Col.(A), Line 21 Col.(B), Line 21 Col.(C), Line 21 Col.(D), Line 21 Col.(E), Line 21 Col.(F), Line 21
Other Based on Sch. XXA, | Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,
currency 9 Col.(A), Line 22 Col.(B), Line 22 Col.(C), Line 22 Col.(D), Line 22 Cdl.(E), Line 22 Col.(F), Line 22
Other Based on Sch. XXA, | Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Based on Sch. XXA,| Basedon Sch. XXA,

currency 10

Col.(A), Line 23

Col.(B), Line 23

Col.(C), Line 23

Col.(D), Line 23

Col.(E), Line 23

Col.(F), Line 23
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Instructions Affecting Currency Risk

@The initials AA0 to fJO0 onCbhehabdl ume Fabp

the following shock values:

T AAO0 by:
o "0O%06 if the reporting currency is t
o Ai5.00%0 if the reporting currency I
o "l1.00%0 if the reporting currency i
o "N25%0 ot her wi se.

T ABO by:
o "0%0 i f the r eportadStatgsDallarory ency i s t
o N25%0 ot her wi se.

T ACO by:
o Ai5.00%0 if the reporting currency I
o N25%0 ot her wi se.

T ADO by:
o Al. 00%0 if reporting currency is th
o N25%0 ot her wi se.

T AEO by:
o A0. 39%0 i f cutrdney isthe [Paaish Kiomne gr,
o A"l1.81%0 if the reporting currency i
o A2.18%0 if the reporting currency I
o A"l.96%0 if the reporting currency i
o 2. 00%0 i f cutrdney isthe @omaoriani Frage or,
0 "25%0 ot her wi se.

T AFO by:
o A0. 39%0 if reporting currency is th
o "N25%0 ot her wi se.

1T "GO by:
o Al.81%0 if reporting currency is th
o "N25%0 ot her wi se.

T AHO by:
o A2.18%0 if reporting currency is th
o f 25 %ierwise.

T Al 6 by:
o Al. 96%0 if reporting currency is th
o "N25%0 ot her wi se.

T AJo by:
o "2.00%0 if reporting currency is th
o "N25%0 ot her wi se.

(b) all assets and liabilities (except the risk margin) whose value is subject to currency risk
shocks shall be reported on a basis consistent with that used for purposes of economic
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balance sheet reporting. These assets and liabilities shall include curs&reyposures
determined by appbhirocaghoappfoabkeointalo&ul a
criteria prescribeth section Bd&or the following items:

() collective investment vehicles and other investments packaged as funds,

including related und&akings used as investment vehicles;

(i) segregated accounts assets and liabilities;

(iif) deposit asset and liabilities;

(iv)assets and liabilities held by ceding insurers or under retrocession;

(v) other sundry assets and liabilities; and

(vi) derivatives.

(c) where the reportip currency is the United States Dollar, the capital fa&toharge shall

be reduced to:
i. 0.00% for the Bermuda Dollar;
ii. 5.00% for the Qatari Riyal;
lii. 1.00% for the Hong Kong Dollar.

(d) where the reporting currency is the Bermuda Dollarcdggtal factoiC; charge shall be
reduced to 0.00% for the United States Dollar.

(e) where the reporting currency is the Qatari Riyal the capital fagctbrarge shall be
reduced to 5.00% for the United States Dollar.

() where the reporting currency is the Hong Kong Dollar the capital féctdrarge shall be
reduced to 1.00% for the United States Dollar.

(g) where the reporting currency is Euros, the capital f&gtehall be reduced to:

i. 0.39% for the Danish Krone;

ii. 1.81% for the Bulgarian Lev;
ii. 2.18% for the West African CFA Franc;
iv. 1.96% for the Central African CFA Franc;
v. 2.00% for the Comorian Franc.

(h) where the reporting currency is the Danish Krone the capital #@atbarge shall be
reduced to 0.39% for the Euro.

(i) where the reporting currency is the Bulgarian Lev the capital fGptiarge shall be
reduced to 1.81% for the Euro.

(j) where the reporting currency is the West African CFA Franc the céquitalrC; charge
shall be reduced to 2.18% for the Euro.
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(k) where the reporting currency is the Central African CFA Franc the capital factarge
shall be reduced to 1.96% for the Euro.

(I) where the reporting currenéy the Comorian Franc the capital fadfpcharge shall be
reduced to 2.00% for the Euro.

(m)insurers are to report currencies representing at least 95% of their economic balance sheet
liabilities; and

(n) amounts are to be reported on an BBfuation basis.
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D17. CONCENTRATION RISK

Background

D17.1 The concentration risk charge is based on asset counterparty exposures as reported on th
Form1EBS. It represents the risklosses due to asset concentrations

D17.2 The charge is calculated by assigning by aggregating all the Asset Type, Bond / Mortgage
Loan Type (if applicable), BSCR Rating (if applicable) and Asset Value together and
assigning the values to the respective fixed income, equity, credit capitaldiaatge.

Concentration Risk Capital Charge
D17.3 The concentration risk charge calculation casuramarisedby the following formula:

C

Concentraton

=a ¢, 3 Concastclas| where

G - the capital charge factors supplied by BMA for each tgg@ncastclas

of and
Concastclas = value of corresponding asset in Asset Class.

ltems
a. Cash and Cash Equivalents

1 | BSCRrating 0 Based on Schedule XX, Column H
2 | BSCRrating 1 Based on Schedule XX, Column H
3 | BSCR rating 2 Based on Schedule XX, Column H
4 | BSCRrating 3 Based on Schedule XX, Column H
5 | BSCR rating 4 Based on Schedule XX, Column H
6 | BSCRrating 5 Based on Schedule XX, Column H
7 | BSCR rating 6 Based on Schedule XX, Column H
8 | BSCRrating 7 Based on Schedule XX, Column H
9 | BSCR rating 8 Based on Schedule XX, Column H
b. Corporate & Sovereign Bonds
1 | BSCRrating 0 Based on Schedule XX, Column H
2 | BSCRrating 1 Based on Schedule XX, Column H
3 | BSCRrating 2 Based on Schedule XX, Column H
4 | BSCRrating 3 Based on Schedule XX, Column H
5 | BSCR rating 4 Based on Schedule XX, Column H
6 | BSCRrating 5 Based on Schedule XX, Column H
7 | BSCR rating 6 Based on Schedule XX, Column H
8 | BSCR rating/ Based on Schedule XX, Column H
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9 | BSCR rating 8 Based on Schedule XX, Column H
c. Residential MortgageBacked Securities
1 | BSCRrating 0 Based on Schedule XX, Column H
2 | BSCRrating 1 Based on Schedule XX, Column H
3 | BSCRrating 2 Based on Schedule XX, Column H
4 | BSCRrating 3 Based on Schedule XX, Column H
5 | BSCR rating 4 Based on Schedule XX, Column H
6 | BSCRrating 5 Based on Schedule XX, Column H
7 | BSCR rating 6 Based on Schedule XX, Column H
8 | BSCRrating 7 Based on Schedule XX, Column H
9 | BSCR rating 8 Based on Schedule XX, Column H

d. Commercial Mortgag®acked Securities/Ass&acked Securities

1 | BSCRrating 0 Based on Schedule XX, Column H
2 | BSCRrating 1 Based orSchedule XXA, Column H
3 | BSCR rating 2 Based on Schedule XX, Column H
4 | BSCRrating 3 Based on Schedule XX, Column H
5 | BSCR rating 4 Based on Schedule XX, Column H
6 | BSCRrating 5 Based on Schedule XX, Column H
7 | BSCR rating 6 Based orSchedule XXA, Column H
8 | BSCRrating 7 Based on Schedule XX, Column H
9 | BSCR rating 8 Based on Schedule XX, Column H
e. Bond Mutual Funds
1 | BSCRrating 0 Based on Schedule XX, Column H
2 | BSCRrating 1 Based on Schedule XX, Column H
3 | BSCR rating 2 Based on Schedule XX, Column H
4 | BSCR rating 3 Based on Schedule XX, Column H
5 | BSCR rating 4 Based on Schedule XX, Column H
6 | BSCRrating 5 Based on Schedule XX, Column H
7 | BSCR rating 6 Based on Schedule XX, Column H
8 | BSCRrating 7 Based on Schedule XX, Column H
9 | BSCR rating 8 Based on Schedule XX, Column H
f. Preferred Shares
1 |BSCRrating 1 Based on Schedule XX, Column H
2 | BSCR rating 2 Based on Schedule XX, Column H
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3 | BSCR rating 3 Based on Schedule XX, Column H

4 | BSCRrating 4 Based on Schedule XX, Column H

5 | BSCR rating 5 Based on Schedule XX, Column H

6 | BSCR rating 6 Based on Schedule XX, Column H

7 | BSCR rating 7 Based on Schedule XX, Column H

8 | BSCRrating 8 Based on Schedule XX, Column H
g. Mortgage Loans

1 | Insured/Guaranteed Based on Schedule XX, Column H
Mortgages

2 | Other Commercial and Farn Based on Schedule XX, Column H
Mortgages

3 | Other Residential Mortgage| Basedon Schedule X¥A, Column H

4 | Mortgages Not In Good Based on Schedule XX, Column H
Standing

h. Other Asset Classes

Infrastructure Based on Schedule XX, Column H
2 | Listed Equity Securities in | Based on SchedukXIA, Column H

Developed Markets
3 | Other Equities Based on Schedule XX, Column H
4 | Strategic Holdings Based on Schedule XX, Column H
5 | Duration Based Based on Schedule XX, Column H
6 Letters of Credit Based on Schedule XX, Column H
7 | Advances to Affiliates Based on Schedule XX, Column H
8 | Policy Loans Based on Schedule XX, Column H
9 | Equity Real Estate 1 Based on Schedule XX, Column H
10 | Equity Real Estate 2 Based on Schedule XX, Column H
11 | Collateral Loans Based on Schedule XX, Column H
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Instructions Affecting Concentration Risk

(a) Concastclass hal | only apply to an insurersd
based on the aggregate of all assefsting to that counterparty;

(b) a counterparty exposure shall be reported omdheation ofindividually underlying
assets i.e. determined by ap(@ddesribedi on ¢
in B6) for all amounts reported on the balance sheet;

(c) a counterparty shall include all related or connected counterparties captured by
either of the following criteria:

(i) controller relationship: if a counterparty, directly or indirectly, has control of
(as a result of its majority shareholding in or effective management) which it is
a subsidiary company; or

(i) economic interdependence: ohe of the counterparties were to experience
financial difficulties which directly or indirectly affect the ability of any or all
of the remaining counterparties to perform their financial obligations (for
example where a counterparty becomes unablentbdurepay certain financial
contractual obligations, and as a result, other counterparties, are likely to be
unable to fund or repay certain obligations imposed on them);

(d) amounts are to be reported on an EBS Valuation basis.
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D18. PREMIUM RISK

Background

D18.1 The premium risk charge is based on net premiexp®suraneasurdor thefollowing
calendar year by predefined statutory lines of business, and if available, reporting net
premiumsexposure measutey predefined statutory geographic locatioridote that
although net premiunexposure measufer Property Catastrophe business are inputted
in this section, they do not enter the calculation of the premium risk charge. All capital
requirements pertaining to catastrophe exposures are explicitylatad in the
Catastrophe Risk section.

D18.2 The first step of the calculation applies a statutory line of business specific premium risk
capital factor to the respective net premilgrposure measugmounts.

D18.3 The second step of the calculation appliesra squared diversification credit based on
18 geographic zones. Note that this is not a necessary requirement in the premium risk
calculation and if used, this is not required for all lines of business.

D18.4 In the Premium risk calculation, @rrelationadjusment is determined to reflect the
overall diversification of the premium risk. Finally, there is a further adjustment to
reflect the fact that some of the lines of business premiums other than Property
Catastrophe, include a loading for losses resultnognfnatural catastrophes. The
appropriate risk charge for this portion of the premiums is calculated in the Catastrophe
Risk section; the premium risk charge is reduced to avoid double counting.

Premium Risk Capital Charge

o) BrOo€i i 04 Da 6 wUL QN1 Qawd)oaéi’ilwc‘)"ﬂé

the correlation factors of the premium risk module

correlation matrix;

I = the sum of the different terms shouwlolver all possible
combinations of i and j; and

Corr Prem ;

C and C. = risk charga and risk charggwhich are replaced by the
' : following:
Cpremium, Cpremiun] by BMA supplied premium risl

capital charge
weighted average premium risk capital charge factor
0 Wi QOwis defined below,(excluding the Propert
Catastrophe line of business after correlation adjustment ar
allowing for geographic diversification);
average annual loss estimated with catastrophe models;
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OO aéi i i 6= expectedindustry average catastrophe loss ratio;
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Items

a. Lines ofBusiness As categorised by the 24 predefined statutory lines of
business.

1 | GrossPremium
Exposure Measure

Whered

individuald @i '‘Q Qiskrgapital charge factor;

the greater of premium written in reporting period anda$tmate of
the net premiums to be earned by the insurer during the next
month accounting period;

geographic diversification of premium exposure measure for lin

business ;

individual"O0 'O ® "Qi risK@apifal charge factor;

expected present value of premiums to be earned by the insurer ai
next twelvemonthreporting period for existing qualifying mulyiear

insurance policiesor line of busness;

individual"O0 "00 6 Gsk d@pital charge factor;

expected present value of net premiums to be earned by the insurt
the next twelvamonth reporting periodfor qualifying multiyear
insurance policieswhere the initial recognition date falls in tl

following twelve-months for line of business
the sum ofé i QN0 w Qi abd@H O 0 61 Q

Column(1): Gross premiunexposure measut®/ predefined statutory line of
business and geographic zone, as reported on Schedy€umn (G),Lines
(1) to (24).

2 | NetPremium
Exposure Measure

Column (2):Net premiumexposure measul®y/ predefined statutory line of
business and geograplzione, as reported on Scheduld®l\Column (F)Lines
(1) to (24).

3 | Geo Diversified

Column (3):Net premiumexposure measui®y/ predefined statutory line of

Written business and geographic zone, as reported on Schedi)leinés(1) to (24).
4 | Geo Diversified Column (4)Geographic Diversified Written (3) divided by Net Premium
SCALAR Exposure Measure (2)

5 | Geo Diversified Net
Base Exposure

Column (5) Net base exposurg predefined statutory line of businessreported
on Schedule IVD Colum(C) Lines (1) to (24), multiplied by Geo Diversified
SCALAR (4)
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6 | Geo Diversified Net | Column (6) Net FP (Existing) by predefined statutory line of business as rep
FP (Existing) on Schedule IVD Column (D) Lines (1) to (24), multiplied by Geo Divexdifi
SCALAR (4)
7 | Geo Diversified Net | Column (7) Net FP (Future) by predefined statutory line of business as repo
FP (Future) on Schedule IVD Column (E) Lines (1) to (24), multiplied by Geo Diversified
SCALAR (4)
8 | Capital Factod Net | Column @): Supplied by BMA; premium charge factors for individual lines of
Base Exposure business.
9 | Capital Factor 2 Net| Column Q): Supplied by BMA; premium charge factors for individual lines of
FP (Existing) business.
10 | Capital Factor 3 Net| Column (0): Supplied by BMA,; premium charge factors for individual lines o
FP (Future) business.

11 | Required Capital Column (1): Calculated using [Columrb) x Column B)]+[Column (6) X
Column (9)]+[Column (7) x Column (1Q)premium charge amounts for
individual lines ofbusiness.

b. CorrelationAdjustment Calculation Calculates a factor that determines
how much credit is given for diversification of premium risk across all lines
of business other than Property Catastrophe.

1 | Required Capital Row(i): Total from (a) Column 11 above

2 | Correlation Row(ii): Reduction from Correlation Matrix for diversified premiums

Adjustment
3 | Capital Charge Aftel Row(iii): Calculated using [line 1 less line 2]
Correlation
c. Catastrophe Premium Adjustme@alculationi Calculation reflects a

reduction to the required premium risk capital for the "catastreghesed"
portion of the premium that is otherwise contemplated within the
catastrophe risk capital charge. See Catastrophe Risk section for further
information.

1 | Average Annual Row (i): Pulled from Catastrophe Risk section; the expected net natural catas
Loss Excluding loss (after reinsurance), including reinstatement premiums, for anggiegate
Property exposure to all risks and perils other than those relating to the Property Catag
Catastrophe (AAL) | line of business. See Catastrophe Risk section for further information.

2 | Industry Row (ii): Pulled from Catastrophe Risk sectiosgd to calculate the embedded
Catastrophe Loss | catastrophe premiums from lines of business other than Property Catastrophg
Ratio Catastrophe Risk section for further information.

3 | Average Capital Row (iii): Calculated using X / Total from (a) Column (5) above; wheretKas
Factor 6Capital Ch ar g e (bARow @iy but@ith the Rebuaetd Capitaldin

(b) Row (1) recalculated dga) Column (5) x(a) Column (8)]

209




4 | Catastrophe Row(iv): Calculated using [Row (i) / Row (ii) x Row (iii)].
Premium
Adjustment

d. Required Capital Charge Adjusted for Catastrophe Prerhi@alculated
using [0) - (d)]; the premium risk capital charge (afterrelationfactor
and catastrophe adjustment) is carriethoSummary section.

Instructions Affecting Premium Risk

D18.4aall reported net premium exposure measures as prescribed in Schedule 1VD that are
subject to capital charges within the premitisk charge shall be included;

D18.4bii qu al i f yyeanirguramoed a li i meaesshdse insurance policies wi#mn
earning)term longer than twelve months after allowing for the criteria prescribed by
the Authority;

D18.4call net premium exposure measures by statutory Line of Business shall be reported on
a basis consistemtith thatprescribedn Schedule 1VD;

D18.4dan insurermay provide nepremiumexposure measures for all statutory Lines of
General Business, or for particular statutory Lines of General Business, split by
geographic zone as set out in Table BIQ € ‘Q)"QEQ i then derived from the total

.n 2
premium for that Line of Business by reducing the total by 25% tL(lﬁ% where
ax
x, = the net premium exposure measure in the Line of Businessfay; andwhere
the summation covers all zonesd

D18.4eamounts are to beportedon a consolidated basis.
D18.4f A graphical examplef the earned premium allocati@f a hypothetical existing
qualifying multiyear contract is provided below. Premium earned during the next twelve

mont hs is classified as ¢ Balterehe iext pvelseontre 6 w
periodis classified agFP Existinga
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D18.4gA graphical example of the earned premiuaiiocation of a hypothetical future
qualifying multiyear contract is provided below. Premium earned during the next twelve
months is classified as 0 Batere¢he iext pvelseontre 6

periodis classified asFP (future®
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