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Forward Looking Information

Any forward-looking statements contained herein, including statements related to our outlook for the industry
and for performance for the year 2018 and beyond, are based upon the W. R. Berkley London Holdings Limited
Sub Group’s historical performance and on current plans, estimates and expectations. The inclusion of this
forward-looking information should not be regarded as a representation by us or any other person that the
future plans, estimates or expectations contemplated by us will be achieved. They are subject to various risks and
uncertainties, including but not limited to: the cyclical nature of the property casualty industry; the impact of
significant competition, including new alternative entrants to the industry; the long-tail and potentially volatile
nature of the insurance and reinsurance business; product demand and pricing; claims development and the
process of estimating reserves; investment risks, including those of our portfolio of fixed maturity securities and
investments in equity securities, including investments in financial institutions, municipal bonds, mortgagebacked securities, loans receivable, investment funds, including real estate, merger arbitrage, energy related and
private equity investments; the effects of emerging claim and coverage issues; the uncertain nature of damage
theories and loss amounts; natural and man-made catastrophic losses, including as a result of terrorist activities;
general economic and market activities, including inflation, interest rates, and volatility in the credit and capital
markets; the impact of the conditions in the financial markets and the global economy, and the potential effect of
legislative, regulatory, accounting or other initiatives taken in response, on our results and financial condition;
foreign currency and political risks (including those associated with the United Kingdom's expected withdrawal
from the European Union, or "Brexit"); our ability to attract and retain key personnel and qualified employees;
continued availability of capital and financing; the success of our new ventures or acquisitions and the
availability of other opportunities; the availability of reinsurance; our retention under the Terrorism Risk
Insurance Program Reauthorization Act of 2015; the ability of our reinsurers to pay reinsurance recoverable
owed to us; other legislative and regulatory developments, including those related to business practices in the
insurance industry; credit risk related to our policyholders, independent agents and brokers; changes in the
ratings assigned to us or our insurance company subsidiaries by rating agencies; potential difficulties with
technology and/or data security; the effectiveness of our controls to ensure compliance with guidelines, policies
and legal and regulatory standards; and other risks detailed from time to time in the Ultimate Group's filings
with the U.S. Securities and Exchange Commission. These risks and uncertainties could cause our actual results
for the year 2018 and beyond to differ materially from those expressed in any forward-looking statement we
make. Any projections of growth in our revenues would not necessarily result in commensurate levels of
earnings. Forward-looking statements speak only as of the date on which they are made, and WRBIE undertakes
no obligation to update publicly or revise any forward-looking statement, whether as a result of new
information, future developments or otherwise.
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INTRODUCTION AND EXECUTIVE SUMMARY
W. R. Berkley London Holdings, Limited Group constitutes W. R. Berkley London Holdings, Limited
(“WRBLHL” or “the Company”), W. R. Berkley London Staff, Limited (“WRBLSL”) and W. R. Berkley Insurance
(Europe), SE (“WRBIE”), hereinafter collectively referred to as the “WRBLHL Sub Group”. All companies within
the WRBLHL Sub Group are UK domiciled companies and indirect wholly owned by W. R. Berkley Corporation
(“WRBC”), a publicly traded company on the New York Stock Exchange under the symbol ‘WRB’. This report
forms part of the WRBLHL Sub Group’s Annual Reporting as at 31 December 2017, under the Solvency II regime.
WRBLHL is the 100% shareholder of both WRBLSL and WRBIE. WRBLHL’s principal activity is that of a
holding company. WRBIE’s primary activity is the underwriting of Property and Casualty (re)insurance, in
accordance with its authorisation by the Prudential Regulation Authority (“PRA”).

WRBLSL provides

management services to London based companies in the WRBC group (‘the Ultimate Group”), including WRBIE.
Neither WRBLHL nor WRBLSL carry on direct insurance activities and neither is directly regulated by the PRA.

Given the nature of the WRBLHL Sub Group, the majority of activities, risks and resources are focused on the
WRBIE business. Accordingly this SFCR largely relates to WRBIE, albeit that the other entities and risks are
included and discussed wherever relevant.
The objective of this report is to provide information on the Business Performance, Systems of Governance, Risk
Profile, Capital Management and the Valuation of Assets and Liabilities.
Business Performance

Historically, WRBIE operated an International and European business through its branch and affiliated
coverholder network. The majority of business was written in the UK and also through branches in Germany,
Norway, Spain and Sweden (and historically, in Australia and Ireland). Within the UK a significant proportion
of business was written through binding authorities with affiliated companies Berkley Offshore Underwriting
Managers UK, Limited (“BOUM”) and Berkley Re UK Limited (“BRUK”).
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In 2016 WRBC commenced a project to realign and simplify its presence in UK and Europe. As a result WRBIE’s
UK and Ireland branch business is now underwritten by W. R. Berkley Syndicate 1967, WRBIE’s European
branch business is now underwritten by W. R. Berkley Europe AG (“WRBEAG”), and WRBIE’s Australian
branch business was transferred to Berkley Insurance Company (“BIC”). The business underwritten by BOUM
and BRUK, pursuant to binding authority agreements with WRBIE, is now written by WRBEAG as these binding
authority agreements were either terminated or not renewed.
On 18 April 2017, the Board confirmed that WRBIE no longer required its licences to underwrite any new or
renewal insurance business and as such the Board placed WRBIE into run-off. More detail is given in the Future
Outlook section below.

During 2018, subject to regulatory approval, WRBIE expects to be merged with

WRBEAG, in Liechtenstein, to create a single regulated European (re)insurance entity.
The levels of premium year on year are reducing to nil, as WRBIE is in run-off and no longer accepting any new
or renewal business. The premium reflects adjustments and BOUM and BRUK business written in quarter one of
2017.
The underwriting results continue to run at a loss with adverse deterioration of loss reserves reflecting discrete
long tail liabilities on historic business.

During the year, WRBIE entered into an aggregate excess of loss

reinsurance agreement, also referred to as adverse development cover (“ADC”), with BIC effective from 1
October 2017. The ADC provides for up to USD$30m of cover (or equivalent in local currencies) and thereby
providing downside protection in the event of further adverse development of WRBIE’s reserve position.
WRBIE’s loss before tax of £33.9m (2016: £1.5m profit) was adversely impacted by foreign currency losses of
£11.8m (2016: FX gains of £15.0m). These result from the holdings of assets in foreign currencies, mainly US
dollars, and the increase in the strength of the GBP against those currencies during 2017. During Quarter 3 2017
around $100m of investment assets denominated in US Dollars were exchanged for a fully collateralised GBP
£77m loan to an affiliate company and thereby reducing the FX gain/loss volatility and risk to WRBIE.
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Key extracts from WRBIE’s UK GAAP financial statements and the WRBLHL Sub Group are set out below:
Key Performance Indicators

WRBLHL Sub Group*

WRBIE

2017

2016

£m

£m

12.0

141.4

12.0

141.4

3.6

92.7

3.6

92.7

(24.6)

(23.8)

(24.6)

(23.8)

(9.1)

25.2

(9.3)

25.3

(Loss)/profit before tax for the financial year

(33.7)

1.7

(33.9)

1.5

Operating (loss)/profit after tax for the financial year

(31.1)

0.1

(30.6)

(0.3)

Total recognised Losses relating to the financial year

(33.6)

(3.3)

(33.1)

(3.7)

Gross premium written
Net earned premium
Underwriting result
Net Investment & Other Income

2017
£m

2016
£m

*unaudited
Overall the WRBLHL Sub Group loss before tax in 2017 of (£33.7m) is £0.2m lower than the WRBIE loss for the
same period. The difference arises from profit generated from the management and provision of services by
WRBLSL to its affiliates.
Systems of Governance

WRBLHL Sub Group has an established Corporate Governance Policy and approach. The underlying principle
of this Policy is that an effective board is central to providing good corporate governance; and that the Board of
Directors will, collectively and individually, properly consider and take responsibility for their company’s
strategy and business plan, articulate a clear risk appetite to support the strategy and oversee an effective risk
control framework. Other considerations for the Board include oversight of resourcing requirements (human,
financial and technical) and regulatory compliance.
The Corporate Governance Policy of the WRBLHL Sub Group establishes clear accountability and decision
making processes that are easy to communicate and to demonstrate to employees and other stakeholders. The
Corporate Governance approach operates alongside a framework of robust internal systems and controls, and
within an overall corporate culture of good business ethics.
To the extent relevant to the nature of each company, the Boards are responsible for establishing a clear strategy
for the business and risk appetite to support that strategy. They provide supervision and oversight of overall
performance, governance, and regulatory compliance requirements.

Within WRBIE, in order to effectively

deliver this role certain day to day management and oversight is delegated to sub-committees as follows;
Actuarial Reserving, Risk & Capital, Audit, Executive Management and Remuneration. In some instances this
delegation enables sub-committees of WRBIE to perform oversight at WRBLHL Sub Group level.

W. R. BERKLEY
INSURANCE (EUROPE), SE
REMUNERATION
COMMITTEE

ACTUARIAL
RESERVING
COMMITTEE

RISK & CAPITAL
COMMITTEE

AUDIT
COMMITTEE

EXECUTIVE MANAGEMENT COMMITTEE
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Risk Profile

At the time of preparing this report, the risk profile of the WRBLHL Sub Group is being informed by the ongoing
simplification and realignment process including related change projects/initiatives that are being effected by
WRBC in relation to its operating units in the U.K., Europe and Australia as described above. The forwardlooking analysis of the WRBLHL Sub Group’s evolving risk profile undertaken as part of the ORSA process, and
in the context of its Scheme of Operations and run-off strategy and objectives, highlights Insurance Reserve Risk
and Market Risk to continue to be key material risks and drivers of capital. The Operational and Reputational
risks for WRBLHL Sub Group, associated with the outlined simplification and realignment process and related
projects/initiatives are being identified, monitored and managed by senior management in accordance with
WRBIE’s run-off strategy and objectives with regular reporting provided to the WRBIE Board and its
Committees.
The WRBLHL Sub Group has established processes, procedures, systems, actions and activities, which
encompass its internal controls. These internal controls support and enable management of all of the risks faced
by the business including its insurance and non-insurance risks and the taking of appropriate action on a timely
basis. As a material operating unit within WRBC, WRBIE and the services provided by WRBLSL are also subject
to the requirements set out in the United States Sarbanes-Oxley Act 2002 (SOX). As part of the enterprise risk
management framework, stress and scenario testing including sensitivity analysis is performed and reported to
the Boards and the Risk and Capital Committee.
The WRBLHL Sub Group does not have off-balance sheet positions and does not transfer risk to any special
purpose vehicle.
Valuation of Assets and Liabilities

The WRBLHL Sub Group assets and liabilities, compared with the equivalent WRBIE only balances, may be
summarised as follows:
At 31st December 2017
WRBLHL Sub Group
UK GAAP* Solvency II

£m
Assets (excl. Technical Provisions)

WRBIE
UK GAAP

Solvency II

338.8

332.0

332.9

326.3

(141.1)

(184.9)

(141.1)

(184.9)

Other Liabilities

(27.8)

(2.0)

(27.8)

(2.0)

Net Assets / Own Funds

169.7

145.1

164.0

139.4

Technical Provisions (net)

*unaudited
There is no requirement to prepare consolidated accounts at the WRBLHL Sub Group level under Section 401 of
the Companies Act 2006. The GAAP figures above are based on an unaudited consolidation of the three
companies’ balance sheets.

The only significant difference between the WRBIE and WRBLHL Sub Group

Balance Sheets is the additional assets held within the other Sub Group companies – substantially in relation to
cash balances and debtors due from other WRBC companies (external to the WRBLHL Sub Group).
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The most significant difference between UK GAAP and Solvency II valuations arises from the differing bases of
valuing WRBIE’s Technical Provisions (including all related balances such as Deferred Acquisition Costs and
technical debtors and creditors), which reduce Net Assets / Own Funds by £26.3m. The Deferred Tax Asset is
increased by £2.4m and the write off of prepayments reduces net assets by £0.7m. Other than these movements
all GAAP valuations are the same as those under Solvency II; the other movements shown above reflect technical
accounting requirements as to within which category the various balances are reported.
TPs are calculated and compiled on a different basis between UK GAAP and Solvency II. In summary, UK
GAAP reflects written premium, with net assets adjusted to reflect the earned position via the unearned (UPR)
adjustments, whereas Solvency II is based on future cash flows and specific adjustments for items such as
discounting credit, events not in data, risk margin, etc..
Capital Management

The Solvency Capital Requirement (“SCR”) coverage at 31st December 2017 was 196.4%, with Own Funds of
£145.1m and SCR of £73.9m.
The objective of Own Funds management is to maintain at all times sufficient own funds to cover the SCR (and
for WRBIE, the Minimum Capital Requirement (“MCR”)) with an appropriate buffer. The internal target for
Own Funds coverage of the SCR is 120%. Capital monitoring includes a quarterly calculation and reporting
thereof.
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Statement of Directors’ Responsibilities
The Directors acknowledge their responsibility for preparing the Group Solvency and Financial Condition
Report, including the attached public quantitative reporting templates, in all material respects in accordance with
PRA Rules and the Solvency II Regulations.
The Directors are satisfied that:


throughout the financial year in question, the Solvency II Sub Group has complied in all material
aspects with the requirements of the PRA Rules and Solvency II regulations as applicable to the
Solvency II Sub Group; and



it is reasonable to believe that the Solvency II Sub Group has continued to so comply and will continue
to comply for the foreseeable future.

On behalf of the Board

I. S. Lederman
Director
14 June 2018
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Report of the external independent auditor to the Directors of W. R. Berkley
London Holdings, Limited (‘the Company’) pursuant to Rule 4.1 (2) of the External
Audit Chapter of the PRA Rulebook applicable to Solvency II firms
Report on the Audit of the Relevant Elements of the Group Solvency and Financial Condition Report
Opinion
Except as stated below, we have audited the following documents prepared by the W. R. Berkley London
Holdings Limited as at 31 December 2017:


The ‘Valuation for solvency purposes’ and ‘Capital Management’ sections of the Group Solvency and
Financial Condition Report of the W. R. Berkley London Holdings Limited as at 31 December 2017,
(‘the Narrative Disclosures subject to audit’); and



Group templates S02.01.02, S23.01.22, S25.01.22, S32.01.22 (‘the Templates subject to audit’).

The Narrative Disclosures subject to audit and the Templates subject to audit are collectively referred to as the
‘Relevant Elements of the Group Solvency and Financial Condition Report’.
We are not required to audit, nor have we audited, and as a consequence do not express an opinion on the Other
Information which comprises:


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



Group templates S05.01.02, S05.02.01; and



the written acknowledgement by management of their responsibilities, including for the preparation of
the Group Solvency and Financial Condition Report (‘the Responsibility Statement’).

In our opinion, the information subject to audit in the Relevant Elements of the Group Solvency and Financial
Condition Report of W. R. Berkley London Holdings Limited as at 31 December 2017 is prepared, in all material
respects, in accordance with the financial reporting provisions of the PRA Rules and Solvency II regulations on
which they are based, as modified by relevant supervisory modifications, and as supplemented by supervisory
approvals and determinations.
Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)), including
ISA (UK) 800 and ISA (UK) 805, and applicable law. Our responsibilities under those standards are further
described in the Auditor’s Responsibilities for the Audit of the Relevant Elements of the Group Solvency and Financial
Condition Report section of our report. We are independent of the Company in accordance with the ethical
requirements that are relevant to our audit of the Group Solvency and Financial Condition Report in the UK,
including the Financial Reporting Council’s Ethical Standard as applied to public interest entities, and we have
fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
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Emphasis of Matter – special purpose basis of accounting
We draw attention to the ‘Valuation for solvency purposes’ and ‘Capital Management’ sections of the Group
Solvency and Financial Condition Report, which describe the basis of accounting. The Group Solvency and
Financial Condition Report is prepared in compliance with the financial reporting provisions of the PRA Rules
and Solvency II regulations, and therefore in accordance with a special purpose financial reporting framework.
The Group Solvency and Financial Condition Report is required to be published, and intended users include but
are not limited to the Prudential Regulation Authority. As a result, the Group Solvency and Financial Condition
Report may not be suitable for another purpose. Our opinion is not modified in respect of this matter.
Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to
report to you if:



the directors’ use of the going concern basis of accounting in the preparation of the SFCR is not
appropriate; or
the directors have not disclosed in the SFCR any identified material uncertainties that may cast
significant doubt about the company’s ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the SFCR is authorised for issue.

Other Information
The Directors are responsible for the Other Information.
Our opinion on the Relevant Elements of the Group Solvency and Financial Condition Report does not cover the
Other Information and, accordingly, we do not express an audit opinion or any form of assurance conclusion
thereon.
In connection with our audit of the Group Solvency and Financial Condition Report, our responsibility is to read
the Other Information and, in doing so, consider whether the Other Information is materially inconsistent with
the Relevant Elements of the Group Solvency and Financial Condition Report, or our knowledge obtained in the
audit, or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent
material misstatements, we are required to determine whether there is a material misstatement in the Relevant
Elements of the Group Solvency and Financial Condition Report or a material misstatement of the Other
Information. If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.
Responsibilities of Directors for the Group Solvency and Financial Condition Report
The Directors are responsible for the preparation of the Group Solvency and Financial Condition Report in
accordance with the financial reporting provisions of the PRA rules and Solvency II regulations.
The Directors are also responsible for such internal control as they determine is necessary to enable the
preparation of a Group Solvency and Financial Condition Report that is free from material misstatement,
whether due to fraud or error; assessing the Company’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern; and using the going concern basis of accounting unless they either
intend to liquidate the Company or to cease operations, or have no realistic alternative but to do so.
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Auditor’s Responsibilities for the Audit of the Relevant Elements of the Group Solvency and Financial
Condition Report
It is our responsibility to form an independent opinion as to whether the Relevant Elements of the Group
Solvency and Financial Condition Report are prepared, in all material respects, with financial reporting
provisions of the PRA Rules and Solvency II regulations on which it they based, as modified by relevant
supervisory modifications, and as supplemented by supervisory approvals and determinations.
Our objectives are to obtain reasonable assurance about whether the Relevant Elements of the Group Solvency
and Financial Condition Report are free from material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but it is not a
guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the decision making or the judgement of the users
taken on the basis of the Group Solvency and Financial Condition Report.
A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council’s website at: www.frc.org.uk/auditorsresponsibilities
Report on Other Legal and Regulatory Requirements
Other Information
In accordance with Rule 4.1 (3) of the External Audit Chapter of the PRA Rulebook we are required to consider
whether the Other Information is materially inconsistent with our knowledge obtained in the audit of W. R.
Berkley London Holdings Limited’s statutory financial statements. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to report that fact. We
have nothing to report in this regard.
The purpose of our audit work and to whom we owe our responsibilities
This report of the external auditor is made solely to the company’s directors, as its governing body, in accordance
with the requirement in Rule 4.1(2) of the External Audit Part of the PRA Rulebook and the terms of our
engagement. We acknowledge that the directors are required to submit the report to the PRA, to enable the PRA
to verify that an auditor’s report has been commissioned by the company’s directors and issued in accordance
with the requirement set out in Rule 4.1(2) of the External Audit Part of the PRA Rulebook and to facilitate the
discharge by the PRA of its regulatory functions in respect of the company, conferred on the PRA by or under the
Financial Services and Markets Act 2000.
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Our audit has been undertaken so that we might state to the company’s directors those matters we are required
to state to them in an auditor’s report issued pursuant to Rule 4.1(2) and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company through
its governing body, for our audit, for this report, or for the opinions we have formed.

Karen Orr for and on behalf of KPMG LLP
15 Canada Square, London, E14 5GL
14 June 2018

The maintenance and integrity of any website on which the group SCFR is published is the responsibility of the
directors; the work carried out by the auditors does not involve consideration of these matters and, accordingly,
the auditors accept no responsibility for any changes that may have occurred to the Group Solvency and
Financial Condition Report since it was initially presented on the website.
Legislation in the United Kingdom governing the preparation and dissemination of Solvency and Financial
Condition Reports may differ from legislation in other jurisdictions.
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Appendix – relevant elements of the Group Solvency and Financial Condition Report that are not subject to
audit
Group standard formula

The Relevant Elements of the Group Solvency and Financial Condition Report that are not subject to audit
comprise:


The following elements of Group template S.23.01.22



- Rows R0410 to R0440 – Own funds of other financial sectors;
The following elements of Group template S.25.01.22
-



Rows R0500 to R0530 – Capital requirement for other financial sectors (Non-insurance capital
requirements); and
Elements of the Narrative Disclosures subject to audit identified as ‘unaudited’.
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A. BUSINESS AND PERFORMANCE
A1. BUSINESS
Regulation and ownership

The W. R. Berkley London Holdings, Limited Group constitutes W. R. Berkley London Holdings, Limited
(“WRBLHL” or “the Company”), W. R. Berkley London Staff, Limited (“WRBLSL”) and W. R. Berkley Insurance
(Europe), SE (“WRBIE”), hereinafter collectively referred to as the “WRBLHL Sub Group”. All companies within
the WRBLHL Sub Group are UK domiciled companies and indirect wholly owned by WRBC, a publicly traded
company on the New York Stock Exchange under the symbol ‘WRB’. This report forms part of the WRBLHL Sub
Group’s Annual Reporting as at 31 December 2017, under the Solvency II regime.

The Ultimate Group’s

European corporate structure is shown as follows:

WRBC is also the ultimate parent of W. R. Berkley Syndicate Management Limited (“WRBSML”) and WRBC
Corporate Member, Limited (“WRBCCML”) which manage and provide 100% of capital to W. R. Berkley
Syndicate 1967 at Lloyd’s. WRBSML and WRBCCML share common management with WRBIE.
WRBC is also the ultimate parent of BOUM and BRUK. These companies have underwritten on WRBIE’s behalf
by way of binding authorities, these binding authorities were either terminated or not renewed during 2017.
WRBLHL is the 100% shareholder of both WRBLSL and WRBIE. Its principal activity is that of a holding
company. Neither WRBLHL or WRBLSL carry on direct insurance activities and neither is directly regulated by
the Prudential Regulation Authority (“PRA”). WRBIE is regulated by the PRA and the Financial Conduct
Authority (“FCA”) and is subject to other international regulations in relation to business written in overseas
locations.
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Contact details for the PRA and the FCA may be found on their respective websites:
www.bankofengland.co.uk/pra
www.fca.org.uk
The external auditor of the WRBLHL Sub Group is KPMG LLP, 15 Canada Square, Canary Wharf, London, E14
5GL.
This Group Solvency and Financial Condition Report (“SFCR”) is in relation to the WRBLHL Sub Group,
prepared in accordance with the requirements for groups.
Business

The WRBLHL Sub Group structure is shown below:

There is no requirement to prepare consolidated accounts at the WRBLHL Sub Group level under Section 401 of
the Companies Act 2006. The consolidated figures shown within this report represent the consolidation of the
financial statements of the three entities within the WRBLHL Sub Group, and while the Solvency II Balance Sheet
is audited, the GAAP figures are not. There is no difference between the figures within the consolidation set out
herein and those used for the WRBLHL Sub Group SCR calculation (in accordance with Article 335 of the
Delegated Regulation).
WRBLSL provides management services to London based companies in the Ultimate Group, including WRBIE.
The primary activity of WRBIE is the underwriting of Property and Casualty (re)insurance, in accordance with its
authorisation by the PRA. Given the nature of the WRBLHL Sub Group the majority of activities, risks and
resources are focused on the WRBIE business. Accordingly this SFCR largely relates to WRBIE, albeit that the
other entities and risks are included and discussed wherever relevant.
Historically, WRBIE operated an International and European business through its branch and affiliated
coverholder network. The majority of business was written in the UK and also through branches in Germany,
Norway, Spain and Sweden (and historically, in Australia and Ireland). Within the UK a significant proportion
of business was written through binding authorities with BOUM and BRUK.
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In 2016 WRBC commenced a project to realign and simplify its presence in the UK and Europe. As a result,
WRBIE’s UK and Ireland branch business is now underwritten by W. R. Berkley Syndicate 1967, WRBIE’s
European branch business is now underwritten by WRBEAG, and the Australian branch business was
transferred to BIC. The business underwritten by BOUM and BRUK, pursuant to binding authority agreements
with WRBIE, is now written by WRBEAG as these binding authority agreements were either terminated or not
renewed.
On 18 April 2017, the Board confirmed that the WRBIE no longer required its licences to underwrite any new or
renewal insurance business and as such the Board placed WRBIE into run-off. More detail is given under future
outlook below. Ultimately, and during 2018, WRBIE will be merged with WRBEAG, in Liechtenstein, to create a
single regulated European (re)insurance entity, subject to regulatory approvals.

This transfer is achieved

through a number of key steps, some which have already been completed, as follows:


W. R. Berkley Insurance (Europe), Limited became W. R. Berkley Insurance (Europe), Plc (completed 09
June 2017);



W. R. Berkley Insurance (Europe), Plc became W. R. Berkley Insurance (Europe), SE (completed 18
October 2017);



W. R. Berkley Insurance (Europe), SE to be de-authorised by the PRA/FCA and simultaneously
authorised by the FMA. (planned for 2018);



W. R. Berkley Insurance (Europe), SE to re-domicile its registered office to Liechtenstein (planned for
2018); and



W. R. Berkley Insurance (Europe), SE to be merged with W. R. Berkley Insurance Europe AG (planned
for 2018).

WRBIE’s transition to run-off has been carried out in a considered, timely and efficient manner and in such a way
as to protect:


consistency and quality of service to its existing brokers, clients and policyholders through strong
governance and maintaining all key operational resources;



the Ultimate Group’s strong and positive reputation and approach to managing and settling claims
proactively in the UK marketplace; and



a strong solvency and liquidity position to support the prudent and efficient run-off of WRBIE’s remaining
liabilities.

From an operational perspective, there is little day to day change in the way that WRBIE will operate and
manage its business in run-off. There is continuity of key senior management at WRBIE and WRBSML and
within the operational teams at the WRBEAG branches, BOUM and BRUK, primarily in order to maintain the
current standards of services to policyholders.
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A2 UNDERWRITING PERFORMANCE (UK GAAP)
Business review

Key Performance Indicators are set out below:
Key Performance Indicators

Gross premium written

WRBLHL Sub Group*

WRBIE

2017

2016

2017

2016

£m

£m

£m

£m

12.0

141.4

12.0

141.4

3.6

92.7

3.6

92.7

(24.6)

(23.8)

(24.6)

(23.8)

(9.1)

25.2

(9.3)

25.3

(Loss)/Profit before tax for the financial year

(33.7)

1.7

(33.9)

1.5

(Loss)/Profit after operating tax for the financial year

(31.1)

0.1

(30.6)

(0.3)

Total recognised (Losses) relating to the financial year

(33.6)

(3.3)

(33.1)

(3.7)

Cash and Investments

289.3

377.5

283.5

375.0

Total Assets

551.0

715.2

545.7

705.6

Equity Shareholder’s Funds

169.6

210.8

164.0

197.1

Net earned premium
Underwriting result
Net Investment & Other Income

*unaudited
The WRBLHL Sub Group loss before tax in 2017 of (£33.7m) is £0.2m higher than the WRBIE loss for the same
period. The difference arises from profit generated from the management and provision of services by WRBLSL
to its affiliates, less, within the after tax figures, a tax debit related to prior year adjustments in WRBLSL.
The levels of premium year on year are reducing to nil, as WRBIE is in run-off and no longer accepting any new
or renewal business. The 2017 premium reflects premium adjustments and BOUM and BRUK business written
in quarter one of 2017.
The underwriting results continue to run at a loss with adverse deterioration of loss reserves reflecting discrete
long tail liabilities on historic business and strengthening of reserves from the application of a new reserving
model. During the year, the WRBIE entered into an aggregate excess of loss reinsurance agreement, also referred
to as adverse development cover (“ADC”), with BIC effective from 1 October 2017. The ADC provides for up to
USD$30m of cover (or equivalent in local currencies) and thereby providing downside protection in the event of
further adverse development of WRBIE’s reserve position.
The loss before tax of £33.7m (2016: £1.7m profit) was adversely impacted by foreign currency losses of £11.8m
(2016: FX gains of £15.0m). These result from the holdings of assets in foreign currencies, mainly US dollars, and
the increase in the strength of the GBP against those currencies during 2017. During Quarter 3 2017 around
$100m of investment assets denominated in US Dollars were exchanged for a fully collateralised GBP £77m loan
from WRBIE to an affiliate company outside of the WRBLHL Sub Group thereby reducing the FX gain/loss
volatility and risk to the WRBLHL Sub Group.
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An analysis of key metrics by underwriting region and class of business, as shown in WRBIE’s GAAP financial
statements, is set out below:
WRBIE only

2017
Gross
Premiums
written

Earned
premiums, net
of reinsurance

2016
Net
Technical
Provisions

Gross
Premium
s written

Earned
premiums, net
of reinsurance

Net
Technical
Provisions

£m

£m

£m

£m

£m

£m

UK

7.6

2.4

83.4

57.5

46.1

117.8

Rest of Europe

1.1

1.2

56.6

40.1

46.4

87.0

-

-

-

(0.5)

0.2

-

8.7

3.6

140.0

97.1

92.7

204.8

UK

3.3

-

1.1

44.3

-

0.8

Total

12.0

3.6

141.1

141.4

92.7

205.6

0.3

0.5

9.5

12.5

15.3

23.7

(0.2)

0.0

4.6

14.1

15.5

8.0

Casualty

3.0

2.9

116.5

41.0

55.1

153.4

Marine, Cargo &
Energy

5.6

0.2

9.4

29.5

6.8

19.7

8.7

3.6

140.0

97.1

92.7

204.8

Property

(0.5)

-

0.0

15.8

-

0.1

Casualty

3.0

-

0.8

21.4

-

0.5

Motor

0.8

-

0.3

7.1

-

0.2

12.0

3.6

141.1

141.4

92.7

205.6

Underwriting region
Insurance

Australia

Reinsurance

Class of business
Insurance
Property
Motor

Reinsurance

Total

The analysis shows the decline in written and earned premium as WRBIE ceased writing new business.
Coverholder business written through BRUK and BOUM (included within Reinsurance and Marine Insurance
above) did continue into 2017 under existing delegated authority agreements, but this too was ceased in early
2017. The reduction in Net Technical Provisions largely reflects the run-off of the WRBIE book as claims are
being settled.
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The following table further details the gross premium written by business unit.
WRBIE only
Gross premium written

2017

2016

£m

£m

United Kingdom and Ireland

1.7

27.9

Spain

0.8

6.3

Germany

0.2

18.3

Norway

0.0

14.0

Sweden

0.0

1.6

-

(0.5)

BOUM

6.0

29.6

BRUK

3.3

44.3

12.0

141.4

Australia

This analysis shows the decline across all underwriting units, for the aforementioned reasons.
Future Outlook

As described above, WRBC has continued and plans to complete upon its strategic goal to simplify its European
company operations, through the establishment of a single regulated entity in Liechtenstein.
The WRBLHL Sub Group has achieved a number of steps on this path through transfer of WRBIE’s renewal
rights in Europe and branch assets and liabilities in Australia. The necessary notifications have now been
completed to effect the next stage of the WRBIE migration and re-registration in Liechtenstein, subject to Board
and regulatory approval. The final stage being the ultimate merger of WRBIE with all its assets and liabilities
being held with WRBEAG.
WRBIE’s transition to eventual run-off has been carried out in a considered, timely and efficient manner and in
such a way as to protect:
•

consistency and quality of service to its existing brokers and clients through strong governance and
maintaining all key operational resources;

•

the Ultimate Group’s strong and positive reputation and approach to managing and settling claims
proactively in the UK marketplace; and

•

a strong solvency and liquidity position to support the prudent and efficient run-off of WRBIE’s
remaining liabilities.

This has included the de-risking of certain elements of WRBIE, as described above, which includes purchase of
an ADC and re-denomination of certain US Dollar assets into GBP. In addition the process has been executed in
a considered manner with relevant external professional advice and support and with utmost transparency with
local regulators and effected stakeholders.
Insofar as the WRBIE business is now in run-off, future results will reflect the variations in actual claims
payments from the estimates included within Reported but not Settled (RBNS) and Incurred but not Reported
(IBNR) sections in the Balance Sheet, plus the returns from Funds under Management and management
expenses. Adverse variations in claims incurred within the UK and Ireland branches will be offset by the above
mentioned ADC.

At the Balance Sheet date UK GAAP RBNS amounted to £93.7m and UK GAAP IBNR

amounted to £48.1m (both net of estimated reinsurance recoveries).
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WRBLHL continues to be the holding company of WRBIE and WRBLSL, while WRBLSL continues to provide
management services to London based WRBC subsidiaries.

During 2018 WRBLHL intends to transfer its

ownership of WRBIE to WRBEAG and WRBSHL, which will means that the WRBLHL Sub Group will cease to be
an insurance group. The Group received approval of its change of control application of WRBIE in February
2018 by the PRA.
Additionally in 2018 WRBLSL will become the tenant for the UK based companies of the WRBC group who will
occupy at least five floors of 52 Lime Street, “the leased premises”. WRBLSL intends to hold the fixed assets
associated with the fit out and furniture and will recharge the depreciation to these affiliate group companies
who will occupy the leased premises.
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A3 INVESTMENT PERFORMANCE
The WRBLHL Sub Group holds a relatively low risk investment portfolio of mainly government and high quality
corporate bonds. Sufficient cash is held to meet current liabilities as they fall due to payment.
Investment returns may be analysed as follows:
£m
2017

Net
Investment
income

Realised
(Losses)

Net
Investment
Expenses

Unrealised
(Losses)

Net
Investment
Result

Bonds

6.8

(0.2)

(2.8)

Loan notes

0.3

-

-

-

-

-

-

-

7.1

(0.2)

(2.8)

(1.5)

2.6

11.1

(0.4)

(1.3)

1.1

10.5

0.1

-

-

-

0.1

11.2

(0.4)

(1.3)

1.1

10.6

Cash and Cash Equivalents

(1.5)

2.3
0.3

2016
Bonds
Cash and Cash Equivalents

The net investment result has reduced compared with 2016, reflecting the reduced level of funds under
management, as investments are sold to cover the cost of claims as they fall due for settlement.
The make-up of WRBLHL Sub Group investments (excluding cash) is shown below:
£m

2017

2016

Market value

Cost

Market value

Cost

138.1

141.4

320.8

322.7

Deposits with credit institutions

42.1

42.1

32.6

32.6

Loan notes

77.0

77.0

-

-

257.2

260.5

353.4

355.3

Debt securities and other fixed income
securities

The above figures include £7.8m (2016: £11.3M) in respect of securitised assets.

There are no financial

investments equities.
A4 PERFORMANCE OF OTHER ACTIVITIES
As noted, the WRBLHL Sub Group’s other trading activities comprise the provision of management services to
other Ultimate Group companies.

WRBLSL generated revenues of £3.3m and profits of £0.2m from these

activities, of which £2.6m and £0.1m related to companies outside the WRBLHL Sub Group. £0.7m of revenue
was in respect of services (largely the provision of staff) provided to WRBIE, generating a profit of £0.1m.
WRBLHL did not have any transactions with WRBLSL or WRBIE during the year under review.
The profit before tax was adversely impacted by significant currency losses of £11.8m (gain of £15.0m in 2016),
predominantly a result of holding long currency positions in USD, AUD and NOK against GBP, which fell post
the Brexit vote in late June 2016, generating FX gains in 2016, and recovered in 2017 generating corresponding FX
losses.
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A5 ANY OTHER INFORMATION
As described in Section A1 above, in 2015 and 2016 the WRBIE transferred premium renewal rights, staff and
tangible fixed assets of several of its businesses to other members of the WRBC group. Gains on the transfer of
renewal rights are included within Other Income, which is summarised in the Financial Statements as follows:
Other Income

2017

2016

£’000

£’000

Gain arising from sale of premium renewal rights of the Norwegian branch

-

371

Gain arising from sale of premium renewal rights of the Swedish branch

-

75

Gain arising from sale of pension of the Norway branch

-

278

-

724

Also as described in Section A1 above, the WRBIE transferred as a novation the remaining liabilities and
matching assets of the Australian branch underwriting business to BIC in 2016, for a consideration of AUD$1.5m
(£920,284). There were no such similar restructuring activities in 2017.
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B SYSTEM OF GOVERNANCE
B1 General information on the system of governance
The WRBLHL Sub Group has an established Corporate Governance policy and approach. The underlying
principle of this Policy is that an effective board is central to providing good corporate governance; and that
Board directors will, collectively and individually, properly consider and take responsibility for each Company’s
strategy and business plan, articulate a clear risk appetite to support the strategy and oversee an effective risk
control framework. Other considerations for the Boards include resourcing requirements (human, financial and
technical) and regulatory compliance.
The Corporate Governance Policy of the WRBLHL Sub Group establishes clear accountability and decision
making processes that are easy to communicate and to demonstrate to employees and other stakeholders. The
Corporate Governance Policy operates alongside a framework of robust internal systems and controls, effective
accountability and within an overall corporate culture of good business ethics.
To the extent relevant to the nature of each company, the Boards are responsible for establishing a clear strategy
for the business and risk appetite to support that strategy. The Boards provide supervision and oversight of
overall performance, governance, and regulatory compliance requirements. As noted, the majority of risks arise
within the WRBIE business and as such the majority of Corporate Governance arrangements such as Board
Committees, Remuneration arrangements, Key Functions, Internal Audit Policies, Fit & Proper policies and
Outsourcing Policies, are established in respect of WRBIE.
Various committees sit within the WRBIE governance framework, as illustrated and described below. To the
extent that there are additional considerations, related to the staffing and cash balances held within WRBLSL,
and the WRBLHL Sub Group structure as a whole, they are considered within the structures described below.
This ensures systems of governance are applied consistently throughout the WRBLHL Sub Group.
B1.1
Role and Responsibilities of the Administrative, management or supervisory body and key
functions

Overview of the Boards and sub-committees

REMUNERATION
COMMITTEE

W. R. BERKLEY
INSURANCE (EUROPE), SE

ACTUARIAL
RESERVING
COMMITTEE

RISK & CAPITAL
COMMITTEE

AUDIT
COMMITTEE

EXECUTIVE MANAGEMENT COMMITTEE
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The WRBIE Board
The Board is responsible for establishing/ a clear strategy for the business and risk appetite to support that
strategy. The Board provides supervision and oversight of overall performance, governance, and regulatory
compliance requirements.

In order to effectively deliver this role the Board delegates certain day to day

management and oversight to its Sub-Committees; Actuarial Reserving, Risk & Capital, Audit, Executive
Management and Remuneration.
Board Committees
Risk and Capital Committee
The Risk and Capital Committee (“RCC”) provides oversight, management and control of the enterprise risk
management framework, including capital management and modelling on behalf of the Board. This includes the
Own Risk and Solvency Assessment (“ORSA”) process. The ORSA process and ORSA reporting enables the
RCC to oversee the calculation and validation of capital requirements (both regulatory capital and own capital)
and the effectiveness of the overall risk management framework, risk appetite, risk register and control
environment. The RCC is chaired by an independent non-executive director.
Responsibilities of the Risk and Capital Committee
The Board delegates risk monitoring, including the monitoring of risk appetite and risk tolerances and the
proposal of capital requirements to the RCC. The RCC reviews and challenges risk profile information and
escalates any issues to the Board. The RCC considers the adequacy of available capital and assesses capital
requirements based upon risk based calculations and proposes relevant actions to be taken by the Board.
The main responsibilities of the RCC are as follows:
Enterprise Risk Management & ORSA

• to recommend to the Board the acceptance of the overall risk appetite, risk tolerance and risk management
strategy, taking into account the current and prospective underwriting environment as relevant to the risk
exposure and policies;

• to oversee the management of an effective ORSA process;
• to oversee the development, implementation and management of an enterprise wide risk management
framework consistent with the Board’s risk strategy;

• to provide oversight to any breaches of risk policies and reported losses/near-misses and escalate as required
to the Board;

• to identify new or emerging risks or trends and review the enterprise’s process and capability to identify and
manage new and emerging risks; and

• to support the Board in strategic risk-based decision-making, such as proposed transactions and acquisitions,
with a focus on the impact on risk, risk appetite and return on capital.
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Capital management

• through use of Capital Models to assess and monitor the regulatory and economic capital requirements for
the business taking into account all relevant risks identified in the business;

• to propose quantum and nature of capital required to the Board, taking into consideration WRBIE’s
reinsurance structure; and

• to ensure compliance with any relevant regulatory capital requirements.
Audit Committee
The Audit Committee (“AC”), which is independent of all other Committees, oversees the internal and external
audits carried out on behalf of the Board to ensure proper operation of the WRBLHL Sub Group and provides
oversight of the adequacy and effectiveness of internal systems and controls. It is chaired by an independent
non-executive director.
Responsibilities of the Audit Committee
The main responsibilities of the AC are to review and consider regular reports from the external and internal
audit function on the effectiveness of internal control systems and financial reporting, (including but not limited
to PRA, FCA, Solvency II and/or SOX matters).
Below is a description of the main responsibilities of Internal Audit and External Audit as follows:
Internal Audit

•

to review and approve the Internal Audit Charter;

•

to approve the annual Internal Audit Plan, on behalf of the Board ensuring its scope is sufficiently wide
and aligned to the risk profile of the business and regulatory requirements;

•

to monitor the effectiveness of the Internal Audit function, ensuring it is adequately resourced and has
appropriate authority, independence and standing within the business;

•

to oversee the delivery of the Audit Plan by the internal audit function, including any co-sourced
arrangement, and to consider and ensure appropriate implementation of management responses to any
audit issues raised; and

•

to review progress, and direct as necessary, the implementation of any recommendations made by the
Internal Auditors.
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External Audit

•

to monitor the integrity of the financial statements of WRBIE;

•

to obtain representation from the CEO and CFO that all relevant matters have been disclosed to the
Committee and external auditors, including:
o

any significant deficiencies in internal controls which could adversely affect the ability to
record accurate financial data; and

o

any fraud which involves management or other employees who have a significant role in the
internal controls.

•

to review and recommend to the Board, if applicable, that it approves the financial statements and the
external auditor’s report; and

•

to review the appointment of auditors, consider their remuneration, determine their independence and
assess their performance ensuring that key partners are rotated at least every five years, and make
recommendations to the Board as appropriate.

Actuarial Reserving Committee
The Actuarial Reserving Committee (“ARC”) oversees the process for determination of WRBIE GAAP reserves,
ensuring appropriateness of methodologies, reserving models, expert judgement, and assumptions; and
approves the appropriate levels of ultimate and “earned” reserves to be held by WRBIE in conjunction with
external actuarial and audit sign off where appropriate. The ARC is chaired by an independent non-executive
director.
Responsibilities of the ARC
The ARC is responsible for recommending appropriate policies, procedures, methodologies and assumptions to
the Board for determining the level of GAAP reserves that should be set for the purposes of calculating WRBIE’s
ultimate and earned underwriting results.
The main responsibilities of the ARC are as follows:

•

to discuss, determine and approve the appropriate level of GAAP reserves to be set for WRBIE at each
quarter end;

•

to discuss the reserving performance and position, so as to include premiums (ultimate and written),
claims (paid, notified outstanding and IBNR) and reinsurance (premiums and recoveries). These may
be presented by underwriting year (YoA), ultimate/earned/unearned, currency where appropriate;

•

to recommend an appropriate reserving policy and methodology to the Board for the calculation of
GAAP reserves;

•

to ensure that the reserving policy is consistently applied;

•

to review the appropriateness of the reserving policy at least annually in accordance with changes in
WRBIE’s business mix, market events, technical guidance or as otherwise directed by the Board; and
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•

to review the appropriateness of assumptions and expert judgement applied within the calculations of
Solvency II Basis Technical Provisions and provide validation in respect of these for capital modelling
purposes.

Executive Management Committee
The Board delegates certain underwriting, claims and operational decisions to the Executive Management
Committee (“EMC”). The EMC also acts as a forum for discussion of matters on which Board approval is
required. It regularly oversees performance against plans and ensures robust management over all areas of
operation on behalf of the Board.
Responsibilities of the EMC
The main responsibilities of the EMC are set out below:
Underwriting, Claims & Reinsurance
The day to day management, analysis and controls for Underwriting and Reinsurance, Delegated Underwriting
and Claims are delegated to the Underwriting, Delegated Authority and Claims Committees respectively. On
behalf of the Board, the EMC provides strategic oversight to ensure performance, financial accounting and future
planning remain in line with each Board expectations, including the delivery of good outcomes for customers
and that regulatory requirements are appropriately adhered to.
General information on the key functions
The following section provides a summary of the role, resources and operational independence of the key
functions.


Risk function – the risk function is managed by the Chief Risk Officer who is supported by a team that
possesses skills and experience in risk management, project management, & management consultancy. The
Chief Risk Officer provides reports to the EMC, the RCC and the Board. The risk function maintains
independence by reporting to the Chairman of the Risk & Capital Committee and provides robust challenge
of processes across the business.



Internal Audit function – the internal audit function is outsourced to WRBC Internal Audit who co-source
Grant Thornton UK LLP, providing access to a wide range of audit skills. The internal audit function
maintains its independence by being an external function reporting all findings to the Audit Committee.



Compliance function – the compliance function is headed by the Chief Risk Officer who is supported by a
team with skills that include UK regulatory compliance, legal, sanctions, financial crime and corporate
governance. The Chief Risk Officer reports on compliance findings to the Executive Management Committee
and to the Board in the form of a detailed annual compliance report and plan.



Actuarial function – the actuarial function is headed by the Chief Actuary who is a member of the Executive
Committee and is supported by a team with experience in reserving, pricing and capital modelling. Reports
from the Chief Actuary are provided to the Actuarial Reserving Committee, which is chaired by an
Independent non-executive director and has Ultimate Group representation.

WRBLHL - SOLVENCY AND FINANCIAL
CONDITION REPORT

PAGE 30 / 66

B1.2

Material changes in the system of governance that have taken place over the reporting period

There have been no material changes in the system of governance during the reporting period. Looking forward,
from an operational and governance perspective, there relatively limited changes in the way that WRBIE will
operate and manage its business in run-off. There is continuity of key senior management at WRBIE and
WRBSML and within the operational teams at the WRBEAG branches, BOUM and BRUK in order to maintain
the current standards of services to policyholders.
B1.3

Remuneration policy for the administrative, management or supervisory body and employees

Principles of the remuneration policy
The remuneration strategy looks to create an environment that attracts and retains high calibre individuals who
are motivated towards achieving the long term objectives of the business and WRBC as a whole. The objective of
the remuneration strategy is such that employees’ total remuneration packages are aligned with the Ultimate
Group strategy of achieving a targeted return on risk adjusted capital. Remuneration may consist of several
elements, but, taken together these elements are designed to incentivise all the employees to act in accordance
with the overall risk appetite and in the long term interests of WRBC and its policyholders.
Fixed remuneration
Base salary represents a fixed element of remuneration, is the core element of employees’ remuneration and is set
at levels commensurate with the roles and responsibilities of each individual with reference to prevailing
business and market conditions.
Salary levels are reviewed annually by the Remuneration Committee at an individual level for directors and
senior executives and in aggregate for other employees. Increases in salary are not automatic but are based on
individual merit and performance with consideration of market inflation and prevailing business conditions and
prospects.
Variable remuneration – short term incentive
Remuneration includes discretionary short-term bonuses paid as an annual cash bonus. The value of this bonus
represents a variable element based upon the overall performance of the business and the individual's personal
achievements against objectives. Attainment of these objectives is measured within the annual performance
appraisal process.
Variable remuneration – long term incentive
Long-Term Incentive remuneration is designed to ensure that directors, senior executives and material risk
takers’ interests are aligned with the achievement of the aims and objectives of the business in the longer term.
WRBC currently operates share-based restricted stock and cash-based long term incentive plan schemes.
Membership of these schemes is by invitation only at the discretion of the respective Board, Remuneration
Committee and WRBC. Details of these long term incentive benefits are as set out in the annual report of WRBC.
Supplementary pension or early retirement schemes for the members of the administrative, management or
supervisory body and other key function holders
The WRBLHL Sub Group currently provides access for its employees to personal pension plans under a
corporate umbrella to which it makes contributions.

There is a further matching arrangement linked to

employees’ contributions up to a maximum agreed limit. Once the contributions have been paid, the WRBLHL
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Sub Group has no further payment obligations in respect of pensions or retirement schemes. There are no
defined benefit pension liabilities.
B1.4
Material transactions during the reporting period with stakeholders, with persons who
exercise a significant influence on the undertaking, and with members of the administrative,
management or supervisory body

During the year WRBIE entered into a £77m loan agreement with a related party, Berkley London Holdings, Inc.
(“BLHI”) the immediate parent of WRBLHL. This loan is fully backed by collateral held in a trust account.
B2 Fit and Proper Requirements, Systems and Controls
B2.1

Requirements for skills, knowledge and expertise

The WRBLHL Sub Group and WRBIE as the regulated entity ensure that senior management and personnel who
are considered to have significant influence in the oversight and management of the business remain fit and
proper to carry out their roles and responsibilities. Included are Board directors and personnel responsible for
Solvency II and other key functions which, should they fail, could cause significant harm to the business and it
policyholders. Functions included are:


Risk Management



Compliance



Corporate Governance



Actuarial Reserving



Underwriting



Internal Audit



Outsourcing



Exposure Management



Claims Management

B2.2

Fitness and propriety of persons

In order to ensure the fitness and propriety of individuals, assessments are carried out during the recruitment
process and thereafter on an annual basis. As part of the recruitment process, due diligence is carried out on
candidates, using external screening parties as necessary, to confirm their experience, professional qualifications
and professional conduct; and where relevant, regulatory references are obtained. The WRBIE undertakes to
follow up due diligence using external screening parties every three years to ensure ongoing propriety.
To ensure these individuals maintain the relevant skills, knowledge and experience in order to continue carrying
out their roles effectively, annual assessments are carried out as part of an employee appraisal process.

B3 Risk Management system including the own risk and solvency assessment
Risk management is a core tenet of WRBC. In accordance with WRBC’s long-term strategy, operating entities are
focused on generating superior risk-adjusted returns over the insurance cycle based on a real understanding of
the amount of risk being assumed and the proactive management of risk exposures. The Boards of Directors of
the WRBLHL Sub Group including WRBIE are responsible for managing all risks facing the respective
businesses. The Boards recognises that the effective management of risk is imperative for the WRBLHL Sub
Group to achieve its strategic objectives. Information on the risk profile of the WRBLHL Sub Group is set out in
Section C of this report.
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A ‘three lines of defence’ governance model (illustrated below) is in place that promotes and enables an effective
system of risk management and internal control.

Three Lines of Defence Model – Risk Management and Internal Control System
An enterprise risk management framework has been developed and implemented to provide the structure
through which WRBLHL Sub Group identifies, assesses, monitors, measures, prioritises, reports and controls the
risks posed to the achievement of strategic and business plan objectives. The enterprise risk management
framework is articulated and set out in a comprehensive suite of policy, process and procedural documentation
that are subject to a regular cycle of review and enhancement in accordance with business standards and needs;
on-going changes in the risk environment; evolving good practice on risk management and governance; and
applicable regulatory/supervisory requirements.
The RCC of the WRBIE Board oversees the enterprise risk management framework and the effectiveness of its
implementation in ensuring timely and efficient flows of risk information to facilitate appropriate and timely
decisions to be made at all levels of the organisation, and enabling the effective management of risk. The day-today risk management activities and deliverables and the reporting thereon are organised in accordance with the
enterprise risk management framework; and are delivered, supported and enabled through the dedicated Risk
Management function. These risk management activities and deliverables include the risks and controls register
and assessment; key risk profile theme and specific risk reviews; key risk indicators; risk, exposure and capital
models; emerging risk analysis; stress and scenario testing; and the ORSA.
In terms of the ORSA, the WRBLHL Sub Group has established and performs this process as part of its on-going
business-as-usual activity. The ORSA process is forward looking and calculates capital and solvency needs and
requirements based on a review and assessment of its current and future business and risk profile that includes
consideration of actual and possible risks and exposures including emerging risks to which the WRBLHL Sub
Group is or might become exposed. The WRBLHL Sub Group process is designed to link and align its business
strategy and planning, risk appetite, business risk and exposure profile, and capital setting and solvency
assessment through coordinated and consistent risk, exposure, capital and performance management,
monitoring and testing activities and reporting. The ORSA process is undertaken in the context of WRBIE’s
Scheme of Operations and run-off strategy and objectives.
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The WRBLHL Sub Group’s capital management seeks to ensure that sufficient capital of an appropriate type and
quality is in place to enable it to meet and continue to meet all relevant business and regulatory/supervisory
requirements. As part of the ORSA process, the capital and solvency requirements including one-year and
ultimate time horizon views of capital are calculated by the Actuarial function using the Standard Formula
method that takes into account all relevant risks and financial information including the current business plan.
The calculation of capital and the appropriateness of the Standard Formula are subject to risk and solvency
quantification, and validation and assurance processes and procedures.

The on-going status, results and

outcomes from this risk and solvency assessment process are internally documented. There is regular RCC and
board reporting and information is provided on these risk and capital management tools, processes, outputs and
outcomes including SCR and capital coverage. A confidential ORSA Report is produced for review, challenge
and approval by the Boards in advance of submission to the PRA on an at least annual basis.
B4 Internal control system
B.4.1

Internal control system

The WRBLHL Sub Group’s internal control system is summarised within the Risk Management Framework
where each control is assessed for its design and performance on a regular basis. As previously described the
vast majority of controls are established to manage risk on behalf of WRBIE.
In addition there are other systems of control monitoring such as SOX Controls testing and Data Controls
assessments. SOX controls encompass controls within the underwriting, claims, reserving, accounting and IT
functions. Data controls encompass data feeding the WRBLHL Sub Group’s financial and capital calculations.
All controls within the business are within scope for Internal Audit.

WRBIE secures compliance with all

applicable laws by its implementation of its Compliance Framework Policy by a suitably resourced Compliance
function.
Collectively these separate areas of control monitoring form the Internal Controls Framework.
SOX processes
The WRBLHL Sub Group is within scope for its parent company WRBC's SOX processes.

As such the

production of its financial information and the availability, security and reliability of the IT systems have been
documented by process and key controls identified. These controls are regularly tested and independently
reviewed by internal auditors.
B4.2 Implementation of the compliance function

The WRBLHL Sub Group has a suitably resourced Compliance function with most of its responsibilities and
activities being carried out on behalf of WRBIE. The Compliance function’s responsibilities, as set out in the
Compliance Framework Policy, include the following: Regulatory Risk Assessment, Compliance Advice,
Compliance Monitoring, Compliance Training, Relations with Regulators and Regulatory changes.
The WRBIE Chief Risk Officer manages the Compliance function and is the nominated Compliance Officer. She
is an executive director and member of the WRBIE Board with the authority to communicate with all members of
staff and to ensure that the Compliance function has full access to Company records.
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Any compliance issues and significant changes in the legal environment which could have an impact on the
operations of the business are reported as part of the monthly reporting by the Compliance function to the
Executive Management Committee and to the Boards as necessary.

B4.3 Compliance Monitoring Plan

A key aspect of the compliance framework is the establishment of an annual Compliance Monitoring Plan for
each calendar year. Effective implementation of the plan provides the WRBIE Board with the comfort that
regulatory risk is being appropriately managed and that any breaches or failings are appropriately escalated. At
the end of each year the Board is required to approve a compliance plan for the following year and to review
compliance activities for the current year. The scope of the Compliance Monitoring Plan covers all measures
adopted in the business to prevent non-compliance including those activities undertaken within the
underwriting, claims, underwriting controls, delegated underwriting and finance functions.
The annual Compliance Monitoring Plan typically includes: Quarterly Broker commissions review, Related party
transaction review, Gifts and hospitality review, Review of complaints register and half yearly
Sanctions/Financial Crime slip review, among others.
The Compliance Monitoring Plan is approved by the WRBIE Board annually. The plan is derived from the results
of a number of regulatory risk assessments and therefore is risk based. Where the business is at higher risk of a
regulatory breach in a certain area, greater amounts of monitoring will be allowed for in the plan.

B5 Internal audit function
The Internal Audit function for the WRBLHL Sub Group is a co-source partnership arrangement provided by
WRBC’s Internal Audit Department and an independent professional firm, Grant Thornton UK LLP.
To maintain independence, Internal Audit’s reporting line is to the Chairman of the Audit Committee who is an
Independent non-executive director. Internal audit provide reports to the Audit Committee on at least a
quarterly basis detailing audits undertaken during the period, relevant findings and management responses.
Internal audit also provide status reports on all outstanding management actions arising from internal audit
reports.
A three year audit plan specific to the WRBLHL Sub Group (and mainly related to WRBIE) is developed
following a risk based audit methodology and a three year rotational basis. The risk factors considered include
the WRBIE Risk Map, prior internal audits, Solvency II compliance, PRA regulatory requirements, external
audits and Management’s concerns.
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B6 Actuarial function
The actuarial function is headed by the Chief Actuary, who reports into the CEO, is a member of the EMC and is
supported by a team with experience in reserving, pricing and capital modelling. The function fulfils the
following responsibilities:


coordinating the calculation of UK GAAP reserves and solvency II basis technical provisions and reporting
them to the ARC;



ensuring the appropriateness of reserving models used as well as the assumptions made in those models;



expressing an opinion on the overall suitability of loss ratios selected for business planning processes; and



expressing an opinion on the adequacy and effectiveness of the reinsurance arrangements.

Reserving reports from the Chief Actuary are provided to the ARC, which is chaired by an Independent nonexecutive director. Capital Modelling outputs are provided to the RCC which is chaired by an Independent nonexecutive director.
B7 Outsourcing
The WRBLHL Sub Group has an established Outsourcing Policy whereby it supports its business activities by
outsourcing certain functions to third parties rather than employing teams of experts to carry them out in-house.
For a smaller sized group this is considered a more cost-effective means of delivering high quality support
operations to its activities and allows management to focus to a greater extent on the business’ core activities.
The outsourcing of certain functions is a central feature of the business’ operating model.
The business recognises the increased operational risk inherent in outsourcing and seeks to mitigate this risk by
implementing strong management oversight over each individual outsourced arrangement, and a greater
concentration of oversight for those arrangements which are considered material because of their size, the risks
associated with their failure or because of their nature (i.e. the outsourcer is performing a regulated activity).
The following areas are key areas of outsourcing. the WRBLHL Sub Group outsources:


its Investment Management activities to Berkley Dean & Company, Inc., an Ultimate Group company based
in the USA;



claims management for lower value claims to various TPAs;



its IT services to the Berkley Technology Services, LLC, an Ultimate Group company based in the USA;



its Internal Audit function to Ultimate Group Internal Audit, based in the USA, who in turn co-source Grant
Thornton UK LLP



certain WRBIE operational activities relating to its European branches to WRBEAG, based in Germany,
Norway, Spain and Sweden; and



payroll processing to a specialist payroll provider, Moorepay Limited.

B8 Any other information
Summary/conclusion

Overall, the WRBLHL Sub Group has adequate systems of governance in place given the nature, scale and
complexity of its risk profile.
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C RISK PROFILE
The risk profile and configuration of the WRBLHL Sub Group is being informed by the on-going simplification
and realignment process including related change projects/initiatives that are being effected by WRBC in relation
to its operating units in the U.K., Europe and Australia, as set out in Section A of this report. The forwardlooking analysis of WRBIE’s evolving run-off risk profile undertaken as part of the ORSA process (Section B) and
reported to the PRA highlights WRBIE’s Insurance Reserve Risk and Market Risk as continuing to be key
material risks and drivers of capital.
The WRBLHL Sub Group has established processes, procedures, systems, actions and activities, which
encompass its internal controls. These internal controls support and enable the management of all of risks faced
by the business including insurance and non-insurance risks and the taking of appropriate action on a timely
basis. As subsidiaries of WRBC, the WRBLHL Sub Group is also subject to the requirements of SOX. As part of
the enterprise risk management framework, stress and scenario testing including sensitivity analysis is
performed and reported to the Boards and RCC.
In providing information on the WRBLHL Sub Group’s risk profile, references to and examples of internal
controls that support and enable risk mitigation; together with information on the stress and scenario testing
including sensitivity analysis undertaken on its material risks are set out below.
The WRBLHL Sub Group does not have off-balance sheet positions and does not transfer risk to any special
purpose vehicle.
C1 Insurance Risk
As previously outlined WRBIE is the only entity in the the WRBLHL Sub Group that undertakes (re)insurance
activities. Insurance risk is defined as the risk of any deviation from anticipated risk adjusted returns due from
underwriting, claims, reserving or reinsurance activities.

Insurance risk includes the risk that policies

underwritten by WRBIE are systemically written for too little premium (premium risk) or provide inappropriate
cover; that the frequency or severity of insured events will be higher than modelled and anticipated (catastrophe
and claims risk); that estimates of claims subsequently prove to be insufficient (reserving risk); and/or that
reinsurance purchased to provide protection against unexpected and severe losses fails to operate in the manner
assumed (reinsurance risk).
Given its strategic direction, WRBIE‘s underwriting risk profile and natural catastrophe risk has reduced
materially since 2016 as a result of the transfer of renewal rights of its underwriting portfolios to other WRBC
entities. In accordance with WRBIE’s run-off status, there is detailed reporting provided to WRBIE’s Executive
Management, Board and its Committees on WRBIE’s remaining insurance risk that primarily encompasses
claims and reserves, and monitoring of reinsurance and utilisation:

•

performance against financial projections for the run-off profile of WRBIE is measured and monitored
monthly through the year using established metrics and management information;

•

reporting on claims management and reinsurance recoveries with reporting to the Claims Committee;
and
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•

reserve adequacy is monitored through quarterly review by the Actuarial Reserving Committee.

As the WRBLHL Sub Group includes a Specialty Property and Casualty insurer in run-off, potential issues and
sources of material uncertainty (for instance, the rate of past and future claims inflation, claims frequency and
severity) for Claims and Reserve Risk profiles (i.e. RBNS and IBNR) in particular that could positively or
adversely impact the basis of WRBIE’s reserving, and corresponding capital needs and solvency requirements
include, but are not limited to:

• performance against financial projections for the run-off profile of WRBIE is measured and monitored
monthly through the year using established metrics and management information;

• reporting on claims management and reinsurance recoveries with reporting to the Claims Committee; and
• reserve adequacy is monitored through quarterly review by the Actuarial Reserving Committee.
• uncertainty in expected claims paid development patterns. The future run-off of WRBIE's gross claim
reserves depends on key factors like the length of the tail of the liabilities, the number of years for which the
class of business has been written and changes in the volume of business written;

• material changes in insurance (underwriting and reserving) and economic cycles or emerging risk types.
WRBIE is exposed to the risk of late emergence of large losses, particularly for classes of business such as
Directors & Officers, Professional Indemnity (including excess of loss covers) and other liability classes;

• past experience may not be a guide to future experience. Projections performed by WRBIE rely on the
patterns of development observed historically being repeated in the future. This may or may not be an
appropriate assumption for some of the business written by WRBIE.

Changes to internal procedures

including claims reporting and settlement may affect the patterns of development;

• currency fluctuations - WRBIE has written business across several European territories and therefore
WRBIE's reserves are exposed to currency fluctuations on an on-going basis.

• material changes in qualitative factors that inform actuarially derived loss reserve point estimates and may
affect WRBIE's ultimate losses; and

• changes in industry practices, and economic, legal, judicial, social and other environmental conditions
leading to unexpected, unintended and unforeseen issues related to claims and coverage such as:

- the emergence of a new loss type, judicial expansion of policy coverage (e.g. extension to statutes of
limitations, any repeal or weakening of tort reforms) or the impact of new theories of liability that may
extend coverage beyond WRBIE's underwriting intent or increase the number or size of claims (e.g. may
lead to a claim surge). The nature of the business written by WRBIE is such that its future development
could be affected adversely by the development of new or currently unanticipated types of claims;

- medical developments that link health issues to particular causes, resulting in liability claims; and/or
plaintiffs targeting property and casualty insurers in purported class action litigation relating to claimshandling and other practices;

- claims relating to unanticipated consequences of current or new technologies, including cyber security
related risks; and/or claims relating to potentially changing climate conditions; and
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- changes to the discount rates used by courts in assessing lump sum compensation payments (i.e. Ogden
and Baremo) Such judicial, regulatory or governmental interventions may affect or accelerate WRBIE's
claims, liabilities or reserves.
During 2017 and in addition to WRBIE’s business-as-usual reserving processes and deliverables, work has also
been undertaken that has included reserve uncertainty analysis and ‘deep-dive’ reviews, alongside the
development and implementation of an enhanced modelling approach for the UK (and Ireland) Branch. Based
on a similar approach to that used for the 2016 Year-End position, analysis of the volatility associated with
WRBIE’s reserves based on reserve positions as at 31 December 2017 has confirmed the strength of WRBIE’s
capital position to protect against a potential ‘1 in 200’ downside ultimate net Reserve Risk movement.

C2 Market Risk
All financial assets, excluding cash, within the WRBLHL Sub Group are held by WRBIE. The potential exposure
of WRBIE to Market Risk could arise from fluctuations or market movements in a number of different individual
elements that could also manifest at the same time. These elements include changes in interest rates, credit
spreads, or volatility of equities and stock market indices, foreign exchange rates, commodity prices and
inflation, amongst other macro-economic factors. In accordance with the ‘prudent person’ principle, investment
is only undertaken in assets and financial instruments whose risks can be properly identified, measured,
monitored, managed, controlled and reported upon and whereby these can be appropriately taken into account
in the assessment of overall solvency needs.
As set out in WRBIE’s Asset Liability Management (“ALM”) policy, the interdependency between assets and
liabilities and the correlation of risks between different asset classes, products and business lines is considered;
and assets structured such that sufficient cash or diversified marketable securities are held to ensure that
obligations can be met as they fall due.

WRBIE’s investments are managed by a related party external

investment manager, Berkley Dean & Company, Inc. (“Berkley Dean”). Berkley Dean is appointed under an
‘arm’s length’ agreement that contains guidelines reflecting the objectives of WRBIE’s run-off strategy and its
investment strategy in accordance with the admissibility rules for insurance entities as prescribed by the PRA.
Regular reporting including analyses of Balance Sheets by currency is provided to Executive Management,
Boards and Committees on investments including transactions and performance that facilitates the identification
and monitoring of risk exposures and potential concentrations. WRBIE’s investment profile continues to be
monitored in light of its Reserve risk profile and anticipated claims payment patterns.
As outlined in Section A, the WRBLHL Sub Group’s financial result was unfavourably impacted by significant
currency losses during 2017. During the year and with the necessary approvals in place, WRBIE entered into a
fully collateralised intra-group loan arrangement with a related party, BLHI.

Under this arrangement, a

significant portion of WRBIE’s surplus USD assets were switched for GBP loan notes from BLHI. This has
greatly reduced WRBIE’s exposure to Market-Currency risk.
As part of stress and scenario testing, the WRBLHL Sub Group’s Market Risk including Currency Risk has been
assessed under adverse stressed conditions.

The analysis indicates that the WRBLHL Sub Group is well

positioned to withstand potential material fluctuations or shocks.
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Potential events that are separate to and outside of the WRBLHL Sub Group’s strategic direction and control, and
that could impact the Market Risk profile could arise from material changes, fluctuations or volatility in:

• general economic and market activities, including inflation, interest rates and volatility in the credit and
capital markets;

• the financial markets and the global economy;
• economic cycles or variables (foreign exchange; market value movements); and
• foreign currency and political risks (including those associated with the United Kingdom's expected
withdrawal from the European Union, or "Brexit").
C3 Credit Risk
Credit risk is the risk of loss to the WRBLHL Sub Group as a result of the failure by another party to meet its
contractual obligations or its failure to perform them in a timely manner. WRBIE in particular, as part of its ongoing day-to-day business, bears Credit Risk with respect to its transactions with counterparties (including
reinsurers, brokers, coverholders, banks, and third party administrators). Consequently, the failure by any such
counterparty to make payment or settlement could adversely affect WRBIE’s financial results.
WRBIE is exposed to a variety of types of credit risk, the most material of which is the risk of default by one or
more of WRBIE’s reinsurers. The WRBIE Board’s policy is in accordance with WRBC’s corporate policy; to
purchase reinsurance only from highly rated counterparties who have both an ability and willingness to pay, and
this is overseen directly by the WRBIE Board. WRBIE uses its Standard Formula capital model to estimate the
likely impact of any default by its reinsurers; and overall and individual reinsurance exposures and
concentrations for both third party and intra-group reinsurance are monitored during the year.
The WRBIE Board monitors adherence to the Investment Policy and any credit risk associated with it.

In

accordance with the investment philosophy of WRBC, WRBIE has a relatively low appetite for investment risk
and invests in high quality investment instruments with sound credit ratings. There is close monitoring in terms
of individual default/downgrade risk as well as aggregate positions in sectors and ratings categories with
quarterly reporting to the WRBIE Board on the adherence to the Investment Policy (including management of
cash balances) and any credit risk associated with it. In terms of the intra-group loan arrangement with BLHI,
the loan is fully collateralised by funds placed into Escrow and callable by the lender meaning there is very
limited new risk for WRBIE.
WRBIE is also exposed to counterparty risk whereby these counterparties fail to pass on premiums or claims
collected or paid on behalf of WRBIE. With WRBIE’s transition into run-off and the material reduction of
premium cashflows into the business there is a corresponding reduction in this type of counterparty exposure.
WRBIE’s aged debt continues to be followed-up and monitored with quarterly updates being provided to the
Board.
The WRBLHL Sub Group also has other possible exposure to Credit risk in a number of other areas of the
business, including Third Party Administrators (i.e. WRBIE’s provision of working capital or ‘loss funds’ to third
party claims administrators with both the deposit and the claim payable exposed to possible default) and Banks
(i.e. the use of third party banks for day-to-day banking activities and transactions).

For Third Party

Administrators, and as with brokers/coverholders, reliance is placed by WRBIE on robust and effective initial
due diligence and on-going monitoring and approval processes and procedures being in place; and by limiting
WRBLHL - SOLVENCY AND FINANCIAL
CONDITION REPORT

PAGE 41 / 66

the level of loss funds advanced. For Banks, the WRBLHL Sub Group’s use and selection of third party banks
(i.e. for day-to-day banking activities and transactions) is undertaken in conjunction with the WRBC Group
Treasury function; and in accordance with WRBC’s principle of Responsible Financial Practices to proactively
manage risk.
Material changes in (re)insurance (underwriting and reserving) and economic cycles, that are that are separate to
and outside of the WRBLHL Sub Group’s control and that could adversely impact the Counterparty Credit Risk
profile; and corresponding capital needs and solvency requirements include, but are not limited to:

• The underwriting results and investment returns of some of WRBIE's reinsurers affecting their future ability
to pay claims;

• Policyholders, independent agents or brokers may not pay a part of or the full amount of premiums owed to
WRBIE; or its brokers or other third party claim administrators may not deliver amounts owed on claims
under our (re)insurance contracts for which funds have been provided; and

• Financial market volatility and uncertainty and an economic downturn could have a significant negative
impact on third parties that the WRBLHL Sub Group does business with.
C4 Liquidity Risk
Liquidity risk is the risk that the WRBLHL Sub Group, although solvent, does not have sufficient readily
realisable financial resources available (including liquid assets in the correct currency) to enable it to meet its
obligations as they fall due, or can only secure them at excessive cost. This risk can arise from:

• Funding Liquidity Risk - unexpected unfunded short term cash outflows in relation to claims; catastrophe
claims in non-settlement currency; reinsurance payables; and company expenses;

• Intraday Liquidity Risk - liquidity requirements increase during the business day due to delays in settlement
proceeds being received and/or problems in the banking or other settlement systems;

• Asset Liquidity Risk - there are insufficient liquid financial resources available due to investment assets being
worth substantially less than anticipated when such assets have to be realised; and

• Realistic Disaster Scenario (“RDS”) Liquidity Risk – an RDS type catastrophe event occurs at a time when
markets are severely stressed necessitating substantial payments to be made when certain assets could be
very hard to sell at reasonable prices.
Liquidity risk is particularly pertinent for WRBIE with its transition into run-off, the corresponding material
reduction of premium cashflows into the business and the strategic objective that it maintains sufficient liquidity
to meet all policyholder obligations as they fall due for the duration of the run-off.
To mitigate Liquidity risk and to ensure there are sufficient funds in the required currencies available to meet
large payment requests, and particularly policyholder claims, the following approaches and controls are in place:

• the Board setting and overseeing a conservative investment strategy, which ensures investment of assets into
securities and instruments that are actively traded on a liquid market (other than intercompany loans that are
fully collateralised);

• investment management guidelines with regular reporting from the investment manager on investments held
including value, currency and maturity in accordance with the agreed spread and maturity;
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• credit control and cash flow monitoring and reporting;
• maintaining a level of “free fund” investment in near liquid and/or cash equivalents; and
• a sufficient level of liquid money market funds is maintained.
At 31st December 2017, expected profit included in future premiums (EPIFP) was £nil (2016:nil).

C5 Operational Risk
The WRBLHL Sub Group is exposed to Operational Risk and the risk of loss arising from inadequate or failed
internal processes, people or systems; or from certain external events. Internal factors including corporate
governance arrangements, organisational and management structures, and the day-to-day activities of business
functions influence the nature, type and scope of operational risks faced. External factors including business
processes outsourced either internally to other operating units within the Ultimate Group or to external third
party providers also directly influences the operational risk profile.
A core objective of WRBIE’s Run-Off Plan and Strategy is to maintain adequate staff, systems and processes or
utilise appropriate outsourcing arrangements to ensure that the run-off is managed in an orderly manner and to
ensure that service standards to policyholders are maintained. There is detailed reporting provided to WRBIE’s
Executive Management Board and its Committees on operational risks, controls and mitigation effectiveness; and
in the context of WRBIE’s Scheme of Operations, and run-off strategy and objectives.
Within the insurance business WRBIE maintains documented processes and controls within business functions,
which ensure risks are appropriately managed; for instance, WRBIE has established and tested disaster recovery
procedures and a Business Continuity Plan for its operations. As part of WRBIE’s processes and procedures, risk
exposures and potential concentrations associated with outsourcing arrangements are monitored and reported to
WRBIE’s Executive Management, Board and its Committees. Employees are required to complete regular data
and IT security training, and compliance and regulatory training.
In operating in a regulated industry, WRBIE like all other insurance companies is exposed to continuous change
in regulatory, supervisory and legislative requirements and expectations. As a result, WRBIE is exposed to the
risk associated with the failure to comply with current and future requirements of the Financial Conduct
Authority (FCA), the Prudential Regulation Authority (PRA) and various overseas authorities; and to new and
emerging risks, including through legal or political decisions or legislative changes.

WRBIE continuously

monitors new regulations and reviews internal policies and controls to facilitate compliance with current and
evolving requirements and expectations.
The WRBLHL Sub Group is also exposed to Group Risk that is derived from being part of the wider Ultimate
Group. The WRBLHL Sub Group derives significant benefits from being part of the Ultimate Group. WRBC
provides centralised capital, investment and reinsurance management, and corporate actuarial, financial,
IT/systems, enterprise risk management and legal staff support. Group risk is managed at a Board and senior
management level through building strong relationships, reputation and mutually aligned strategic, social,
ethical and regulatory objectives. In addition and in terms of group related risks within the WRBLHL Sub Group:

• the principal risk and undercertainties of WRBLHL relate to the carrying value of its subsidiary
shareholdings and the underperformance of those investments, which may result in an impairment of their
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value. Accordingly, WRBLHL’s net assets are dependent upon the activities, proftability and net asset value
of its subsidiaries (i.e. WRBIE and WRBLSL);

• WRBLSL’s primary source of income (or turnover) is derived from management fees charged to related
entities; WRBIE, WRBSML, Syndicate 1967 and WRBEAG. Accordingly, WRBLSL is dependent upon the
activities of WRBIE, WRBSML, Syndicate 1967 and WRBEAG.
Potential matters or events that could adversely impact the WRBLHL Sub Group’s risk profile; include, but are
not limited to:

•

the inability to attract and retain key personnel and qualified employees;

•

difficulties with information technology, telecommunications or other computer systems including the
interfaces with and dependencies on third-party systems that could negatively or severely impact the
ability to conduct business;

•

failure to maintain the security of networks and confidential data could expose the WRBLHL Sub
Group to liability; and

•

the WRBLHL Sub Group including WRBIE could be adversely affected if its controls to ensure
compliance with guidelines, policies and legal and regulatory standards are not effective.

C6 Other Material Risk
As outlined, the risk profile and configuration of the WRBLHL Sub Group, at the time of preparing this report, is
being informed by and linked to the outlined on-going simplification and realignment process including related
change projects/initiatives. In terms of the Operational, Transition and Reputational risks for WRBIE, associated
with the outlined simplification and realignment process and related projects/initiatives, these are being
identified, monitored and managed by senior management in accordance with WRBIE’s run-off strategy and
objectives with regular reporting provided to the Board and its Committees.
The following represent other potential factors, which could possibly adversely impact the WRBLHL Sub
Group’s risk profile and performance; and corresponding capital needs and solvency requirements that include,
but are not limited to:

•

if the control environment is not effective, it could lead to financial loss, unanticipated risk exposure
(including underwriting, credit and investment risk) or damage to its reputation; and

•

a failure to protect sensitive personal and the WRBLHL Sub Group’s proprietary information, whether
owing to breaches of own systems or those of our vendors, could result in significant monetary and
reputational damages. These increased risks, and expanding regulatory requirements regarding data
security, could expose the WRBLHL Sub Group to data loss, monetary and reputational damages and
significant increases in compliance costs. As a result, the ability to conduct its business could be
materially and adversely affected.
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D Valuation for Solvency Purposes
The WRBLHL Sub Group and WRBIE UK GAAP and Solvency II Balance Sheets at 31st December 2017 may be
compared as follows. WRBIE (as an insurance entity) and WRBLSL (as an Ancillary Service Undertaking) have
been fully consolidated into the WRBLHL Balance Sheet. The WRBIE solo entity balances are also shown for
reference. Further information is provided in the following sections.
£m
At 31 December 2017

WRBLHL Sub Group

WRBIE

UK GAAP*

Solvency II

UK GAAP

Solvency II

338.7

332.0

332.9

326.3

(141.1)

(184.9)

(141.1)

(184.9)

Other Liabilities

(28.0)

(2.0)

(27.8)

(2.0)

Net Assets / Own Funds

169.6

145.1

164.0

139.4

Assets (exc Technical Provisions)
Technical Provisions (net)

*unaudited
D1 Assets
The following table sets out a summary of the assets within the WRBLHL Sub Group UK GAAP and Solvency II
Balance Sheets, as shown in further detail in form S.02.01.02.
£m

At 31st December 2017

At 31st December 2016

Note

UK GAAP*

Solvency II

Investments, cash, cash equivalents

D1.1

289.3

290.9

377.5

380.2

(Re)insurance and intermediaries
receivables

D1.2

31.4

25.0

71.8

39.5

Deferred Acquisition costs

D1.3

0.7

-

7.2

-

Deferred Tax Asset

D1.4

0.7

3.1

4.7

9.1

Property, plant and equipment

D1.5

-

-

1.3

1.3

Other assets: Debtors, prepayments
and accrued income

D1.6

Total Assets

UK GAAP*

Solvency II

16.6

13.0

10.1

9.9

338.7

332.0

472.6

440.0

*unaudited
The following sets out, separately for each material class of assets, a description of the bases, methods and main
assumptions used for valuation for solvency purposes, together with an explanation of any material differences
in those bases, methods and assumptions used in valuation between GAAP and Solvency II valuations.
There have been no changes in recognition and valuation bases, or to estimations, in the period. Assumptions
and judgements including about the future or other sources of estimation uncertainty are disclosed where
appropriate in the sections below.
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D1.1

Investments, cash and cash equivalents

Other than £5.8m of cash held in WRBLSL, all assets under this heading are held by WRBIE. During the year
WRBIE entered into a £77m loan agreement with a related party, BLHI. This loan is fully backed by collateral
held in a trust account. In line with WRBIE’s risk appetite, all other investment assets are of a high quality, are
traded on a recognised exchange (i.e. are listed) and are readily realisable into cash. Investment assets are
generally held as available for sale, however, the portfolio is not heavily traded. Under Solvency II, investment
assets also include accrued interest of £1.6m, which is shown separately as accrued income on the UK GAAP
balance sheet.
Investments comprise the following:
£m

At 31st December 2017

At 31st December 2016

UK GAAP

Solvency II

UK GAAP

Solvency II

Government Bonds

87.1

88.0

140.0

141.5

Corporate Bonds

44.1

44.5

169.6

170.8

7.8

7.8

11.3

11.3

41.2

41.2

32.6

32.6

Investments

180.2

181.5

353.5

356.2

Loan notes

77.0

77.3

Cash and cash equivalents

32.1

32.1

24.0

24.0

289.3

290.9

377.5

380.2

Collateralised securities
Collective Investment Undertakings

Total Investments, cash and cash equivalents

WRBIE classifies its financial instruments held at fair value in its balance sheet using a fair value hierarchy, as
follows:

•

Level 1 – Quoted prices (unadjusted) in active markets for identical assets or liabilities

•

Level 2 – Prices based on recent transactions in identical assets (either unadjusted or adjusted)

•

Level 3 – Prices determined using a valuation technique

The loan notes are classified as Level 3 assets in terms of the fair value hierarchy, all other financial investments
are classified as Level 2 Assets in terms of the fair value hierarchy, such that under Solvency II terminology they
are valued at ‘Adjusted Quoted Market Price’.
Cash and cash equivalents are valued at market value at the balance sheet date.
D1.2

(Re)insurance and intermediaries receivables

Under Solvency II the majority of future cashflows in respect of (re)insurance receivables are transferred to
Technical Provisions. Receivables balances which are overdue for payment (i.e. beyond their settlement due
date) remain treated as receivables on the balance sheet, while reinsurance receivables relating to gross claims
that have been paid will also remain as receivables in the Solvency II balance sheet.
Receivables are assumed to be collectible within one year and hence the values have not been discounted for the
time value of money, where the impact of such is not deemed to be material. The GAAP value is thus fair value.
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D1.3

Deferred Acquisition costs

Solvency II recognises in full the costs and benefits arising from all bound business, such that the concept of
deferred acquisition costs is not relevant. Accordingly this GAAP asset is eliminated from the Solvency II
balance sheet.
D1.4

Deferred Tax asset

WRBIE has Deferred Tax assets on its GAAP Balance Sheet of £0.7m (2016: £4.7m) reflecting accelerated capital
allowances. Deferred tax under GAAP is provided on timing differences which arise from the inclusion of
income and expenses in tax assessments in periods different from those in which they are recognised in the
financial statements. Deferred tax is not recognised on permanent differences arising because certain types of
income or expense are non-taxable or are disallowable for tax or because certain tax charges or allowances are
greater or smaller than the corresponding income or expense.
Under Solvency II the Deferred Tax asset is increased by £2.4m to £3.1m (2016: £9.1m). It is based on forecast UK
branch profits, adjusted for the additional losses recognised under Solvency II. Such losses include provision for
the Risk Margin and other timing differences, in particular the expense provision, which are expected to reverse
in run-off as reserves are paid down and expense provisions are paid, leading to increased profits (under
Solvency II accounting bases) in future periods. Reversals are not considered to have an expiry date and have
been calculated and included through to 2022.
Realisation of the Deferred Tax asset is dependent on future profits being generated, as predicted within
WRBIE’s run-off plan, through to 2022. These forecasts are inherently uncertain, as noted within section D2
below in relation to Technical Provisions. The deferred tax asset is not discounted, which is in accordance with
Solvency II valuation guidance issued by EIOPA.
In 2016 WRBIE made a taxable profit of £1.5m, in 2017 it has made a taxable loss, it is expected that some of this
will be utilised as tax relief to other group companies and as such a current tax asset of £5.5m is recognised at
year end.
WRBLSL has a small tax asset of £7k, there are no deferred tax balances within WRBLHL.
D1.5

Property, plant and equipment

Under GAAP, fixed assets are capitalised and depreciated in equal annual instalments over their expected useful
lives. This is considered to represent the fair value of these assets. All fixed assets are fully depreciated and have
nil book value as at 31 December 2017 (2016: £1.4m).
D1.6

Any other assets

Other assets comprise non-technical debtors, prepayments and accrued income. As noted under Investments
and cash above, £1.6m of accrued interest is included within accrued income under GAAP but transferred to
Investments and cash (for presentational purposes) under Solvency II.

£2.7m of non-technical debtors are

transferred from insurance receivables to other assets under Solvency II. Prepayments of £0.6m on a UK GAAP
basis are valued at nil on under Solvency II as the fair value cannot be determined.
Other assets are assumed to be realisable and/or collectible within one year and hence the values have not been
discounted for the time value of money, where the impact of such is not deemed to be material. The GAAP value
is thus fair value.
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D2 Technical Provisions
All WRBLHL Sub Group Technical Provisions (“TPs”) are held within WRBIE only.
Solvency II Balance Sheet positions are shown below:
£m

At 31st December 2017
UK GAAP

Gross claims reserves
Gross Unearned Insurance Premium (“UPR”)

The UK GAAP and

At 31st December 2016

Solvency II

UK GAAP

348.0

401.5

5.9

48.0

Solvency II

Best Estimate

352.7

410.8

Risk Margin

10.6

18.5

Technical Provisions – non-life

353.9

RI share Claims reserves

202.1

203.0

10.7

40.9

RI share UPR

363.3

449.5

429.3

Reinsurance recoverables - non-life

212.8

178.4

243.9

184.6

Net Technical Reserves

141.1

184.9

205.6

244.7

WRBIE has not applied the matching adjustment, volatility adjustment, transitional risk-free interest rate term
structure nor the transitional deduction in calculating its TPs. There has been no material change to the relevant
assumptions made in the calculation of TPs compared to the previous reporting period.
TPs are calculated and compiled on a different basis between UK GAAP and Solvency II. In summary, UK
GAAP reflects written premium, with net assets adjusted to reflect the earned position via the UPR adjustments,
whereas Solvency II is based on future cash flows and specific adjustments for items such as discounting credit,
events not in data, risk margin, etc. The details below outline the basis and assumptions for computation of TPs.
Net TPs may be analysed by Line of Business as follows:

Credit and suretyship insurance

UK
GAAP

Solvency
II TPs

Risk
Margin

Best
Estimate

At 31st December 2016

UK
GAAP

Solvency
II TPs

Risk
Margin

At 31st December 2017
Best
Estimate

£m

1.8

0.1

1.9

2.5

3.7

0.1

3.8

3.0

14.8

0.4

15.2

9.4

25.5

0.9

26.4

23.6

121.4

5.1

126.5

105.2

147

10.4

157.4

139.7

19.3

1.6

20.9

11.6

27.4

3.2

30.6

20.1

Miscellaneous financial loss insurance

6.6

0.2

6.8

5.9

8.2

0.5

8.7

8.9

Motor vehicle liability insurance

4.0

0.2

4.2

3.7

3.4

0.2

3.7

6.6

Non-proportional casualty reinsurance

3.8

2.8

6.6

1.1

7.6

2.9

10.5

1.0

Non-proportional property
reinsurance

0.1

0.1

0.2

0.0

1.2

0.1

1.2

0.1

Other motor insurance

0.9

0.0

0.9

0.9

0.7

0.1

0.8

1.5

Workers' compensation insurance

1.6

0.1

1.7

0.8

1.5

0.1

1.6

1.1

174.3

10.6

184.9

141.1

226.2

18.5

244.7

205.6

Fire and other damage to property
insurance
General liability insurance
Marine, aviation and transport
insurance

Net Technical Reserves
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Methodology and assumptions for assessing Technical Provisions

The methodology techniques, and the level at which they are applied, are applied consistently across all Lines of
Business, in line with the nature of the business being written, the maturity of the business, and standard market
practice.
The maturity level of each class of business varies across WRBIE branches, and as such there are certain areas
more dependent on benchmarks and initial expected ultimate loss ratios (developed within the business
planning process) than historical data. Where sufficient historical data is available, standard actuarial techniques
are used to determine the reserves under GAAP.

•

The actuarial department involves input from Underwriting, Finance, and Claims departments while
reviewing reserve results.

•

The assumptions underlying each technique are reviewed, internally by ARC, for reasonableness.

The techniques are deterministic in nature and it is not anticipated that stochastic techniques will be used in the
short term until these methods develop in the market.
The process of calculating Solvency II TPs has been constructed to ensure consistency with the underlying
principles of Solvency II TPs, while balancing this with the Principle of Proportionality. For the best estimate
under the current GAAP reserving basis, we do not consider that any of the techniques employed would be
considered simplified as these are consistent with market practice.
The process of calculating Solvency II TPs has involved making various adjustments to the GAAP TPs, which are
consistent across all lines of business. The key adjustments are considered below:

•

Events Not in Data (“ENIDs”) - Under current solvency requirements, TPs only make allowance for
items that are implicitly included within the data or are “reasonably foreseeable”. Under Solvency II the
best estimate must have reference to “all possible outcomes”. This will include latent claims or very
extreme high severity, low probability outcomes. These items (both latent claims and extreme events)
have been labelled “events not in data” and adjustments have been made to ensure they are included in
technical provisions. This leads to an increase in TPs.
WRBIE’s methodology to allow for ENIDs calculates an additional claim load by considering a flat
percentage loading by subclass, both on an earned and unearned basis. WRBIE has determined a loss
ratio for each subclass of business expected to capture unknown events, as well as the expected recovery
rate. Earned and unearned loss ratios are produced to reflect the nature of the class and whether a
situation not currently known about could impact reserves.
The ENID assumptions are simplistic at present, but validation work was undertaken during 2017 based
on reserve risk analysis. The approach assumes that the reserve distribution is the truncated lognormal
distribution with a truncation point at the 99.5th percentile, or 1 in 200 year event. Revisions were made
to classes where the coefficient of variance (CoV) implied a greater ENID load than currently assumed.
Although the approach taken is a simplified one, it is deemed appropriate considering the level of
uncertainty involved.
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•

Reinsurance Bad Debt - This is estimated using the expected default probabilities for each S&P rating
category for each future year in time. These probabilities are applied to the reinsurance recoveries
expected in each future year to estimate the Reinsurance Bad Debt loading.

•

Expenses - The best estimate expense provisions reflect all cash flows arising from expenses incurred in
servicing existing policies during their lifetime. These include both allocated and unallocated expenses.
The breakdown of expenses includes administration expenses and investment management expenses.
The assumptions underlying the expense amounts have been developed in line with underlying
analysis undertaken by Finance. The Finance analysis involved a review of expected expense
development for TPs. This included a breakdown of expense type, including but not limited to,
operations, systems support, and indirect expenses. The final figure was then presented to Actuarial
who used an approach to allocate the figure to branch level. Actuarial then identified the require
loading % for the TP model in order to achieve the required uplift.

•

Bound But Not Incepted (“BBNI”) - Under Solvency II, credit is given for business that the insurer is
committed to at the valuation date but for which insurance cover has not yet commenced.

This

information is obtained from within the business and the corresponding BBNI claims are calculated
based on the expected plan loss ratio for the relevant underwriting year.

•

Risk Margin – The Solvency II TPs are the sum of the net best estimate claims provision, premium
provision and a risk margin. The risk margin is defined as the amount, in excess of the best estimate, of
future cash flows that an insurer would require in order to take over and meet the insurance obligations
covered by the TPs.
When calculating the Risk Margin to be added to the TPs, a method employing the proportional
simplification has been used with a square root adjustment to the run off of claims to get a more risk
based approach. The total initial SCR is run-off in proportion to the square root of the run-off of
Solvency II TPs at each future year, and a cost of capital is applied to the sum of this discounted
cashflow to give the Risk Margin.
The risk margin is initially calculated at a ‘whole account’ level and is then determined separately at a
branch and finance class level. This is done using a similar calculation as above, but at a branch/class
level, the result of which is rescaled to be in line with the ‘whole account’ value.
There are a number of possible simplifications available for the calculation of the risk margin, and we
believe the square root method is appropriate for WRBIE. The square root run-off approach allows for
the relative risk increase expected to develop as the size of the reserves reduce in future. The premium
risk element of underwriting risk falls away as no new business is written. Use of the decayed run-off
method is also in line with available guidance, which indicates that most companies should at least be
using a decayed approach.

•

Discounting – The best estimate TPs should allow for the time value of money by discounting using the
risk free rates provided by EIOPA. The business has not applied the matching and volatility adjustment
to the risk free rates provided by EIOPA.
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The adjustments highlighted above are reflected in the waterfall diagram below:

Level of uncertainty

The Solvency II TP process is heavily dependent on the reliability and accuracy of the underlying reserving
process. Uncertainties can include data, assumptions, business planning, and benchmark data. In particular
these include (but are not limited to):

•

casualty lines – WRBIE is exposed to Casualty business which is considered more long tailed in nature
than other classes. Given the length of the exposure on these accounts, reserve outcome is subject to
uncertainty, particularly around younger underwriting years; and

•

limited history – some lines of business within WRBIE began writing business as recent as 2011 and
therefore WRBIE has limited levels of its own data. Benchmark data is used which may not be wholly
representative of WRBIE’s own classes.

As Solvency II TPs are calculated on a best estimate basis, the probability weighted expected value of any
adverse reserve development equals the expected value of any positive reserve releases. Including a load for
ENIDs and risk margin will increase the chances of the TPs being sufficient.
By calculating provisions on a best estimate basis with risk margin, the process is more transparent than if a
subjective level of prudence has been added into the reserving process. The risk margin will better reflect the
risks involved in the business than a judgemental management load applied on top of the best estimate.
Reinsurance Recoverables

WRBIE purchases various outwards reinsurance programmes across all lines of business.

This includes a

mixture of facultative, quota share and excess of loss covers. In order to derive the reinsurer’s share of the Claims
Provision, WRBIE has made no adjustments to the reinsurance recoverables reported under GAAP. WRBIE has
estimated the amounts recoverable under the Premium Provision by applying existing quota share percentages
against the corresponding gross figures. The reinsurer’s share of the Claims Provision and Premium Provisions
are both then adjusted to allow for reinsurance bad debt, as discussed previously.
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D3 Other Liabilities
The following table sets out a summary of the liabilities on the WRBLHL UK GAAP and Solvency II Balance
Sheets at 31 December 2017 and 2016, as shown in further detail in form S.02.01.02. This excludes the gross share
of TPs, which are included in the section above.
£m

At 31st December 2017

At 31st December 2016

UK
GAAP*

Solvency
II

UK
GAAP*

Solvency
II

25.9

-

37.3

-

Reinsurance Deferred Acquisition Costs

0.6

-

7.3

-

Any other liabilities

1.5

2.0

11.6

11.6

28.0

2.0

56.2

11.6

(Re)insurance payables

Total Other Liabilities
*Unaudited

There have been no changes in recognition and valuation bases, or to estimations, in the period. Assumptions
and judgements including about the future or other sources of estimation uncertainty are disclosed where
appropriate in the sections below.
(Re)insurance payables not yet overdue for payment are treated as future cash outflows and are therefore
recorded within the Solvency II TPs. WRBIE does not have any overdue balances and these payables have
therefore been transferred to TPs. Solvency II recognises in full the costs and benefits arising from all bound
business, such that the concept of RI deferred acquisition costs is not relevant.
Other liabilities under Solvency II include other accruals of £0.4m, together with insurance payables not
transferred to TPs of £1.6m. Neither of these creditors, amounting to £2.0m in total, are subject to any significant
estimation uncertainty. These balances are equivalent under both Solvency II and UK GAAP but certain balances
are re-classified to other debtors, are valued at the expected realisable value to be paid and fall due within one
year. Values have therefore not been discounted for the time value of money, where the impact of such is not
deemed to be material. The GAAP value is thus fair value.
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and
rewards incidental to ownership to the lessee. All other leases are classified as operating leases. The WRBLHL
Sub Group does not have any finance leases at 31st December 2017. Rental charges relating to operating leases
are charged to operating expenses on a straight line basis over the lease term.

D4 Alternative methods for valuation
WRBIE values the £77m of loan notes at par value as the loan is fully callable at par value at any time by WRBIE.
This loan is fully collateralised by funds held in Escrow under trust to WRBIE. There is little uncertainty in this
valuation as WRBIE can realise the par value at any time. WRBIE has no prior experience of such loans.
The WRBLHL Sub Group does not use any other alternative valuation methods.
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D5 Any other information
On 18 April 2017, the WRBIE Board confirmed that WRBIE no longer required its licences to underwrite any new
or renewal insurance business and as such the Board placed WRBIE into run-off. Ultimately, and during 2018,
WRBIE plans to be merged with WRBEAG, in Liechtenstein, to create a single regulated European (re)insurance
entity. This transfer is achieved through a number of key steps, some which have already been completed, as
follows:


W. R. Berkley Insurance (Europe), Limited became W. R. Berkley Insurance (Europe), Plc (completed 09
June 2017)



W. R. Berkley Insurance (Europe), Plc became W. R. Berkley Insurance (Europe), SE (completed 18
October 2017)



W. R. Berkley Insurance (Europe), SE to be de-authorised by the PRA/FCA and simultaneously
authorised by the FMA (planned for 2018)



W. R. Berkley Insurance (Europe), SE to re-domicile its registered office to Liechtenstein (planned for
2018)



W. R. Berkley Insurance (Europe), SE to be merged with W. R. Berkley Insurance Europe AG (planned
for 2018)

Prior year restatement to WRBIE UK GAAP financial statements
During the year two material prior period errors were identified. The first error related to premium recognition
in the German branch in 2015 and prior years resulting in an overstatement of premium debtors of £6.2m as at 31
December 2015 and 31 December 2016. The second error related to an understatement of £1.3m of reinsurance
commissions deferred relating to BOUM business as at 31 December 2015 and 2016.
The 2016 comparative balances have been restated in the UK GAAP financial statements. In this document the
2016 comparatives on both a UK GAAP and Solvency II basis are as reported in the prior year SFCR. There is no
material difference in restated Own Funds on either a UK GAAP or Solvency II basis.
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E Capital Management
E1 Own Funds
In general, the objective of the WRBLHL Sub Group’s Own Funds management is to maintain at all times
sufficient own funds to cover the group SCR with an appropriate buffer. A similar objective applies to the solo
capital requirements (SCR and MCR) of WRBIE. Capital management procedures seek to ensure that sufficient
capital of an appropriate type and quality is in place to enable it to meet and continue to meet all relevant
business and regulatory/supervisory requirements. In this respect, capital monitoring includes a quarterly
calculation and reporting of the capital requirement (i.e. based on the Standard Formula SCR calculation) versus
available own funds. Also as part of the ORSA Process, forward-looking risk and capital management analysis is
undertaken, which includes the projection of capital needs and resources over a time horizon consistent with the
Business Planning process (i.e. typically three years); and which takes account of relevant potential adverse
circumstances and enhanced capital requirements as part of stress and scenario testing. Where the level of
Reconciliation Reserve exceeds the required value (as set out under E2 below) then any excess may be distributed
through dividend payments.

Where the level of Reconciliation Reserve is below the required value then

additional ordinary share capital will be required.
In accordance with the current strategy, Own Funds consist of mainly Tier 1 funds, and where appropriate
Deferred Tax assets as a Tier 3 fund, analysed as follows:

•

Ordinary Share Capital – WRBLHL is 100% owned by Berkley London Holdings, Inc.

Any

increase/decrease in capital is approved by the relevant Boards of both companies. All share capital is
of equivalent nominal value and voting rights.

•

Reconciliation Reserve – Any accrued and undistributed funds make up the balance of Own Funds,
comprising capital contributions, retained profits, less deferred tax, less the difference between SII Own
Funds and GAAP Net Assets. The reconciliation reserve is made up, under the SII basis and as shown
on S.23.01, as follows:

Reconciliation Reserve

31st December 2017

31st December 2016

145.1

183.7

Excess of assets over liabilities (Own Funds)
Less : Other basic own fund items:
Share capital

118.8

118.8

Share Premium

1.2

1.2

Deferred tax asset

3.1

9.1

Reconciliation Reserve

•

123.1

129.1

22.0

54.6

Deferred Tax – Deferred Tax assets which are deemed to be fully recoverable against future profits are
considered to be Tier 3 funds.
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Reconciliation Reserve

£m

31st December 2017

31st December 2016

Capital contribution – WRBLHL

Note 1

36.0

36.0

Capital contribution – WRBLSL

Note 2

1.0

1.0

Retained earnings – WRBIE/WRBLSL/WRBLHL

Note 3

(4.1)

23.0

Foreign Currency translation reserve - WRBIE

(7.9)

(5.4)

Reconciliation Reserve

22.0

54.6

Note 1: on 13th December 2011, as part of a restructuring exercise, a £36m capital contribution was made to
WRBLHL by its immediate parent undertaking in order to facilitate the acquisition of a subsidiary (since
dissolved).
Note 2: the WRBLSL capital contribution relates to the share-based restricted stock units in WRBC issued to
WRBIE/WRBLSL employees under long term incentive plans (see Section B2). The cost is expensed in WRBLSL’s
profit and loss account and treated under UK GAAP as a capital contribution.
Note 3: Retained earnings (on a Solvency II basis) comprise £14.7m loss within WRBIE, £3.4m within WRBLSL
and £7.2m within WRBLHL.
Own Funds in WRBLSL comprise Ordinary Share Capital of £100, Share Premium of £1,149,900, and a
Reconciliation Reserve of £4,369,000. WRBLHL Sub Group Own Funds exclude the Ordinary Share Capital and
Share Premium by way of cancellation with WRBLHL’s investments in subsidiaries in the consolidation process.
Similarly the WRBIE Ordinary Share Capital cancels on consolidation.

There are no other intra-group

transactions which impact on the WRBLHL Sub Group Own Funds position.
None of the Own Funds are ancillary own funds, nor subordinated, nor are any subject to transitional
arrangements. No items are deducted from Own Funds nor are there any restrictions affecting availability,
fungibility or transferability within the WRBLHL Sub Group (either at Solo or WRBLHL Sub Group level).
The difference between Net Assets on a GAAP basis and those as calculated for Solvency purposes is shown
below:
Reconciliation of GAAP to Solvency II Net Assets
31 December 2017

GAAP Net Assets
Deferred Tax asset adjustment
Prepayments adjustment

31 December 2016

£m

£m

169.6

210.8

2.5

4.4

(0.6)

-

Technical Provisions adjustments

(26.4)

(31.5)

Solvency II: excess of assets over liabilities (Own Funds)

145.1

183.7

The reduction in Basic Own Funds in the year reflects:

•

prior year restatements relating to 2015 and prior have reduced Net assets on a GAAP basis and
Solvency II Own Funds by £7.5m, see section D5 for details;

•

the GAAP Loss on Ordinary Activities after Tax of £30.6m;

•

FX losses in Other Comprehensive Income of £2.5m;

WRBLHL - SOLVENCY AND FINANCIAL
CONDITION REPORT

PAGE 57 / 66

•

the lower Deferred Tax adjustment from UK GAAP to Solvency II in 2016;

•

the adjustment of prepayments to nil value in 2017;

•

offset by a reduced Solvency II Technical Provisions adjustment from GAAP reserves (defined as
including DAC, UPR, and loss reserves), as described in Section D.

Further detail on the differences in valuation between GAAP and Solvency II is discussed in Section D above.
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E2 Solvency Capital Requirement and Minimum Capital Requirement
Solvency Capital Requirement (SCR)

The SCR for the WRBLHL Sub Group is made up of the following risk modules:
Solvency Capital Requirement components

31st December
2017

Risk

2016

£m

Premium & Reserve
Catastrophe
Lapse

%

£m

41.4

66.7

5.1

33.8

-

%

-

Diversification

(3.5)

Non-Life Underwriting

43.0

58

82.0

62

Counterparty

12.0

16

16.8

13

Market

27.2

37

56.1

43

Health

0.3

0

0.5

0

(19.2)

(26)

(35.7)

(27)

63.3

86

119.7

91

Operational

10.6

14

12.3

9

SCR

73.9

100

132.0

100

Diversification

(18.5)

The SCR has been calculated based on the 31 December 2017 year-end figures and prospective exposures. It
remains subject to Supervisory Assessment.
The consolidated WRBLHL Sub Group SCR is considered under Method 1 (of Article 335 of the Delegated
Regulation). Based on calculations performed on the consolidated data of WRBIE, WRBLSL and WRBLHL, it has
been determined that WRBLHL’s and WRBLSL assets and liabilities are immaterial to the WRBLHL Sub Group
SCR. Therefore, the WRBLHL Sub Group group SCR is equal to the WRBIE solo SCR.
The key changes in the SCR from the prior year may be summarised as follows:

•

premium and reserve risk has decreased year on year reflecting WRBIE’s run off status and reduction
in WRBIE business, both in premium earned and reserve balances;

•

catastrophe risk has reduced significantly, reflecting the material reductions of in force policies and
exposures;

•

market risk has materially reduced, driven by the GBP intercompany loan notes replacing USD
investment assets; and

•

operational risk and counterparty have reduced broadly in line with reduction of underlying gross and
reinsurance underwriting exposures.

Minimum Capital Requirement (MCR)

The ‘Linear’ MCR is calculated in accordance with the requirements of Pillar 3, by adding prescribed percentages
of Technical Provisions and Net Written Premium due, for the Lines of Business underwritten. Accordingly the
calculation is only applicable to WRBIE; the WRBLHL Sub Group MCR (also known as the ‘Minimum
consolidated group SCR’) is that of WRBIE.
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WRBIE’s MCR calculated under this formula amounts to £19.1m, compared with £31.9m last year. The MCR is
however subject to a floor, calculated at 25% of the SCR. Accordingly in 2016 the MCR applicable for regulatory
purposes was £33.0m.
The reduction in WRBIE’s business has led to a 94% reduction in Net Written Premium and a 23% decrease in
Net Technical Provisions from 31st December 2016. These factors drive the 40% reduction in linear MCR.
Capital requirements coverage

Basic own funds may be compared with its Capital requirements as follows:
Capital Requirements coverage

31st December
2017

2016

£m

£m

Tier 1

142.0

174.6

Tier 3

3.1

9.1

145.1

183.7

Total basic own funds
£m

Coverage

£m

Coverage

SCR (all tiers available as coverage)

73.9

1.96

132.0

1.39

MCR/Minimum consolidated group SCR
(tier 1 only available as coverage)

19.1

7.43

33.0

5.29

WRBIE’s internal Own Funds cover target for the SCR is 1.20, which continues to be exceeded. The WRBLHL Sub
Group operates to the same target.

E3 Use of the duration-based equity risk sub-module in the calculation of the Solvency
Capital Requirement
The WRBLHL Sub Group does not hold equities therefore did not use this sub-module.

E4 Differences between the standard formula and any internal model used
The WRBLHL Sub Group does not use an Internal Model therefore this comparison is not applicable.

E5 Non-compliance with the Minimum Capital Requirement and non-compliance with the
Solvency Capital Requirement
The WRBLHL Sub Group has complied with its capital obligations (as applicable) in respect of the MCR and SCR
throughout the period.

E6 Any other information
None.
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Appendix 1: Public QRTs (all amounts expressed in £ thousands)
S.02.01.02
Balance sheet
Solvency II value
Assets
Intangible assets
Deferred tax assets
Pension benefit surplus
Property, plant & equipment held for own use
Investments (other than assets held for index-linked and unit-linked contracts)
Property (other than for own use)
Holdings in related undertakings, including participations
Equities
Equities - listed
Equities - unlisted
Bonds
Government Bonds
Corporate Bonds
Structured notes
Collateralised securities
Collective Investments Undertakings
Derivatives
Deposits other than cash equivalents
Other investments
Assets held for index-linked and unit-linked contracts
Loans and mortgages
Loans on policies
Loans and mortgages to individuals
Other loans and mortgages
Reinsurance recoverables from:
Non-life and health similar to non-life
Non-life excluding health
Health similar to non-life
Life and health similar to life, excluding health and index-linked and unit-linked
Health similar to life
Life excluding health and index-linked and unit-linked
Life index-linked and unit-linked
Deposits to cedants
Insurance and intermediaries receivables
Reinsurance receivables
Receivables (trade, not insurance)
Own shares (held directly)
Amounts due in respect of own fund items or initial fund called up but not yet paid in
Cash and cash equivalents
Any other assets, not elsewhere shown

R0030
R0040
R0050
R0060
R0070
R0080
R0090
R0100
R0110
R0120
R0130
R0140
R0150
R0160
R0170
R0180
R0190
R0200
R0210
R0220
R0230
R0240
R0250
R0260
R0270
R0280
R0290
R0300
R0310
R0320
R0330
R0340
R0350
R0360
R0370
R0380
R0390
R0400
R0410
R0420

C0010
0
3,106
0
0
181,477
0
0
0
0
0
140,266
87,940
44,500
0
7,826
41,211
0
0
0
0
77,340
77,340
178,394
178,394
178,394
0
0
0
0
0
0
1,342
23,633
0
0
0
32,122
13,014

Total assets
Liabilities
Technical provisions – non-life
Technical provisions – non-life (excluding health)
TP calculated as a whole
Best Estimate
Risk margin
Technical provisions - health (similar to non-life)
TP calculated as a whole
Best Estimate
Risk margin
Technical provisions - life (excluding index-linked and unit-linked)
Technical provisions - health (similar to life)
TP calculated as a whole
Best Estimate
Risk margin
Technical provisions – life (excluding health and index-linked and unit-linked)
TP calculated as a whole
Best Estimate
Risk margin
Technical provisions – index-linked and unit-linked
TP calculated as a whole
Best Estimate
Risk margin
Contingent liabilities
Provisions other than technical provisions
Pension benefit obligations
Deposits from reinsurers
Deferred tax liabilities
Derivatives
Debts owed to credit institutions
Financial liabilities other than debts owed to credit institutions
Insurance & intermediaries payables
Reinsurance payables
Payables (trade, not insurance)
Subordinated liabilities
Subordinated liabilities not in BOF
Subordinated liabilities in BOF
Any other liabilities, not elsewhere shown

R0500

510,428

R0510
R0520
R0530
R0540
R0550
R0560
R0570
R0580
R0590
R0600
R0610
R0620
R0630
R0640
R0650
R0660
R0670
R0680
R0690
R0700
R0710
R0720
R0740
R0750
R0760
R0770
R0780
R0790
R0800
R0810
R0820
R0830
R0840
R0850
R0860
R0870
R0880

C0010
363,278
363,278
0
352,655
10,623
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
1,470
0
0
0
0
628

Total liabilities

R0900

365,376

Excess of assets over liabilities

R1000

145,052
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S.05.01.02
Premiums, claims and expenses by line of business
L in e of b u sin ess f or: a c c e p te d n o n - p ro p o rtio n a l
re in s u ra n c e

L in e of Bu sin ess f or: n o n - lif e in s u ra n c e a n d re in s u ra n c e o b lig a tio n s ( d ire c t b u s in e s s a n d a c c e p te d p ro p o rtio n a l re in s u ra n c e )

Medical
expense
insurance

Motor
vehicle
liability
insurance

Income
Workers'
protection compensatio
insurance n insurance

C0010

C0020

C0030

Marine,
Other motor aviation and
insurance
transport
insurance

C0040

C0050

C0060

Fire and
other
damage to
property
insurance

General
liability
insurance

Credit and
suretyship
insurance

Legal
expenses
insurance

Assistance

Miscellaneou
s financial
loss

Health

Casualty

Marine,
aviation,
transport

Property

C0070

C0080

C0090

C0100

C0110

C0120

C0130

C0140

C0150

C0160

Total

C0200

Premiums written
Gross - Direct Business

R0110

-

-

5 -

169 -

Gross - Proportional reinsurance accepted

R0120

-

-

3

-

Gross - Non-proportional reinsurance accepted

R0130

Reinsurers' share
Net

R0140

-

-

R0200

-

-

Gross - Direct Business

R0210

-

-

66

Gross - Proportional reinsurance accepted

R0220

-

-

16

Gross - Non-proportional reinsurance accepted

R0230

Reinsurers' share
Net

R0240

-

-

R0300

-

-

Gross - Direct Business

R0310

-

-

Gross - Proportional reinsurance accepted

R0320

-

-

Gross - Non-proportional reinsurance accepted

R0330

Reinsurers' share
Net

R0340

-

-

292

R0400

-

-

-

1,419

Gross - Direct Business

R0410

-

-

-

-

-

-

-

-

Gross - Proportional reinsurance accepted

R0420

-

-

-

-

-

-

-

-

Gross - Non- proportional reinsurance accepted

R0430

Reinsurers'share

R0440

-

-

-

-

-

-

-

-

-

-

-

Net

R0500

-

-

-

-

-

-

-

-

-

-

-

Expenses incurred

R0550

2,476

20,981

5,434

Other expenses

R1200

2,383

Total expenses

R1300

31,043

8
-

43
-

6 -

4

175 -

39 -

366

260

1,747

1,249

5,294

179

2,165

-

6,905
1,245 -

1,328
889 -

-

77

8,388

1,038

4,476

211

77

-

-

19

3,395

-

-

7,719
-

1,490

-

-

635

854

302

-

1,490

-

-

635

18,903

321

-

-

-

-

-

-

-

869

203

-

-

-

-

6,935

Premiums earned
60 -

82
-

43
-

4,262

2,150

7,483

1,500

10,299

355

3,875

-

13 -

2

14,315

2,050

9,456

1,151

47 -

41

246

455

1,903

468

5,001 -

834

17,321

707

441

427

16,349
14,748
-

17,388

-

4,911

22,300

203

-

215

-

17,388

-

4,911

49,783

350

-

-

654

-

-

-

0

3,614

1,360

-

Claims incurred
327

2,056

35

-

-

638

173

6,988

2,353

295 -

1,280 -

2,747

13,665

1,403

4,082 -

60

43

60

-

-

1,683

24,015

-

-

1,600
-

16,636

-

-

231

16,405

237

-

16,636

-

-

231

42,215

1,920

-

-

-

-

-

-

-

-

-

-

-

-

-

0 -

194

Changes in other technical provisions
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(8)

(1,563)

(450)

426
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(11)

0

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

2,215

0

(614)

0

(228)

28,659

S.05.02.01
Premiums, claims and expenses by country
Home Country:
United Kingdom
C0010
R0010
C0080
Premiums written
Gross - Direct Business
Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurers' share
Net
Premiums earned
Gross - Direct Business
Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurers' share
Net
Claims incurred
Gross - Direct Business
Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurers' share
Net
Changes in other technical provisions
Gross - Direct Business
Gross - Proportional reinsurance accepted
Gross - Non- proportional reinsurance accepted
Reinsurers'share
Net
Expenses incurred
Other expenses
Total expenses
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Total Top 5 and
home country
C0080

Top 5 countries (by amount of gross premiums written) - non-life obligations
C0020
UAE
C0090

C0030
Spain
C0100

C0040
Gibraltar
C0110

C0050
India
C0120

C0060
Russia
C0130

C0070
Germany
C0140

C0150

R0110
R0120
R0130
R0140
R0200

1,343
1,662
848
5,769
(1,916)

0
801
84
887
(1)

836
13
6
2,904
(2,050)

5
0
856
872
(12)

0
481
(0)
480
(0)

1
3,464
0
3,466
(1)

482
0
0
1,664
(1,182)

2,667
6,422
1,793
16,043
(5,162)

R0210
R0220
R0230
R0240
R0300

8,773
2,446
18,430
28,650
999

1
1,376
182
1,559
0

3,087
278
45
2,341
1,068

18
1
913
926
6

0
479
53
532
0

2
3,965
0
3,967
1

1,780
115
0
1,280
616

13,661
8,660
19,623
39,254
2,690

R0310
R0320
R0330
R0340
R0400

8,297
1,230
17,401
27,009
(82)

0
564
(78)
485
0

2,605
126
56
2,822
(35)

4
0
662
666
(0)

0
263
(6)
258
0

0
2,182
0
2,182
0

2,400
9
0
2,442
(32)

13,306
4,375
18,034
35,864
(149)

R0410
R0420
R0430
R0440
R0500
R0550
R1200
R1300

6,744

(73)

8,461

-

(153)

2,054

4
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6

17,042
2,383
19,425

S.23.01.22
Own funds
Tier 1 unrestricted
C0020

Total
C0010
Basic own funds before deduction for participations in other financial sector
Ordinary share capital (gross of own shares)
Non-available called but not paid in ordinary share capital at group level
Share premium account related to ordinary share capital
Iinitial funds, members' contributions or the equivalent basic own - fund item for mutual and mutual-type undertakings
Subordinated mutual member accounts
Non-available subordinated mutual member accounts at group level
Surplus funds
Non-available surplus funds at group level
Preference shares
Non-available preference shares at group level
Share premium account related to preference shares
Non-available share premium account related to preference shares at group level
Reconciliation reserve
Subordinated liabilities
Non-available subordinated liabilities at group level
An amount equal to the value of net deferred tax assets
The amount equal to the value of net deferred tax assets not available at the group level
Other items approved by supervisory authority as basic own funds not specified above
Non available own funds related to other own funds items approved by supervisory authority
Minority interests (if not reported as part of a specific own fund item)
Non-available minority interests at group level
Own funds from the financial statements that should not be represented by the reconciliation reserve and do not meet the criteria to be
classified as Solvency II own funds
Own funds from the financial statements that should not be represented by the reconciliation reserve and do not meet the criteria to
be classified as Solvency II own funds
Deductions
Deductions for participations in other financial undertakings, including non-regulated undertakings carrying out financial activities

R0010
R0020
R0030
R0040
R0050
R0060
R0070
R0080
R0090
R0100
R0110
R0120
R0130
R0140
R0150
R0160
R0170
R0180
R0190
R0200
R0210

118,800
0
1,250
0
0
0
0
0
0
0
0
0
21,897
0
0
3,106
0
0
0
0
0

R0220

R0230

Tier 1 - restricted

Tier 2

Tier 3

C0030

C0040

C0050

118,800
0
1,250
0
0
0

0
0
0
0
0
0

0
0

0
0
0
0

0
0
0
0

0
0
0
0

0
0

0
0

0
0
0
0

0
0
0
0

0
0
0
0

0
0
3,106
0
0
0
0
0

0
0
0
0
0
0
141,947

0
0
0
0
0
0
0

0
0
0
0
0
0
0

0
0

21,897

0

whereof deducted according to art 228 of the Directive 2009/138/EC
Deductions for participations where there is non-availability of information (Article 229)
Deduction for participations included by using D&A when a combination of methods is used
Total of non-available own fund items
Total deductions

R0240
R0250
R0260
R0270
R0280

Total basic own funds after deductions

R0290

0
0
0
0
0
0
145,052

0

R0300
R0310
R0320
R0330
R0340
R0350
R0360
R0370
R0380
R0390
R0400

0
0
0
0
0
0
0
0
0
0
0

R0410
R0420
R0430
R0440

0
0
0
0

0
0
0
0

0
0
0
0

0
0
0
0

R0450
R0460

0
0

0
0

0
0

0
0

0
0

145,052
141,947

141,947
141,947

0
0

0
0

3,106

145,052
141,947
19,130
7.4199

141,947
141,947

0
0

0
0

3,106

145,052
73,886
1.9632

141,947

0

0

3,106

0
0
0
0
3,106

Ancillary own funds
Unpaid and uncalled ordinary share capital callable on demand
Unpaid and uncalled initial funds, members' contributions or the equivalent basic own fund item for mutual and mutual - type
Unpaid and uncalled preference shares callable on demand
A legally binding commitment to subscribe and pay for subordinated liabilities on demand
Letters of credit and guarantees under Article 96(2) of the Directive 2009/138/EC
Letters of credit and guarantees other than under Article 96(2) of the Directive 2009/138/EC
Supplementary members calls under first subparagraph of Article 96(3) of the Directive 2009/138/EC
Supplementary members calls - other than under first subparagraph of Article 96(3) of the Directive 2009/138/EC
Non available ancillary own funds at group level
Other ancillary own funds
Total ancillary own funds

0
0
0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0

Own funds of other financial sectors
Credit Institutions, investment firms, financial insitutions, alternative investment fund manager, financial institutions
Institutions for occupational retirement provision
Non regulated entities carrying out financial activities
Total own funds of other financial sectors
Own funds when using the D&A, exclusively or in combination of method 1
Own funds aggregated when using the D&A and combination of method
Own funds aggregated when using the D&A and a combination of method net of IGT
Total available own funds to meet the consolidated group SCR (excluding own funds from other financial sector and from the
undertakings included via D&A )
Total available own funds to meet the minimum consolidated group SCR
Total eligible own funds to meet the consolidated group SCR (excluding own funds from other financial sector and from the
undertakings included via D&A )
Total eligible own funds to meet the minimum consolidated group SCR

R0520
R0530
R0560
R0570

Minimum consolidated group SCR

R0610

Ratio of Eligible own funds to Minimum Consolidated Group SCR

R0650

Total eligible own funds to meet the group SCR (including own funds from other financial sector and from the undertakings included via
D&A )
Group SCR
Ratio of Eligible own funds to group SCR including other financial sectors and the undertakings included via D&A

R0660
R0680
R0690

C0060
Reconciliation reserve
Excess of assets over liabilities
Own shares (included as assets on the balance sheet)
Forseeable dividends, distributions and charges
Other basic own fund items
Adjustment for restricted own fund items in respect of matching adjustment portfolios and ring fenced funds
Other non available own funds
Reconciliation reserve before deduction for participations in other financial sector

R0700
R0710
R0720
R0730
R0740
R0750
R0760

145,052
0
0
123,156
0
0
21,897

R0770
R0780
R0790

0
0
0

Expected profits
Expected profits included in future premiums (EPIFP) - Life business
Expected profits included in future premiums (EPIFP) - Non- life business
Total EPIFP
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0
0

S.25.01.22
Solvency Capital Requirement - for groups on Standard Formula
Gross solvency
capital
requirement
C0110

USP

Simplifications

C0080

C0090

Market risk

R0010

27,241

Counterparty default risk

R0020

12,040

Life underwriting risk

R0030

0

0

0

Health underwriting risk

R0040

288

0

0

Non-life underwriting risk

R0050

42,987

0

0

Diversification

R0060

-19,249

Intangible asset risk

R0070

0

Basic Solvency Capital Requirement

R0100

63,306

Calculation of Solvency Capital Requirement

C0100

Operational risk

R0130

10,580

Loss-absorbing capacity of technical provisions

R0140

0

Loss-absorbing capacity of deferred taxes

R0150

0

Capital requirement for business operated in accordance with Art. 4 of Directive 2003/41/EC

R0160

0

Solvency capital requirement excluding capital add-on

R0200

73,886

Capital add-on already set

R0210

0

Solvency capital requirement

R0220

73,886

Other information on SCR
Capital requirement for duration-based equity risk sub-module

R0400

0

Total amount of Notional Solvency Capital Requirements for remaining part

R0410

73,886

Total amount of Notional Solvency Capital Requirements for ring fenced funds

R0420

0

Total amount of Notional Solvency Capital Requirements for matching adjustment portfolios

R0430

0

Diversification effects due to RFF nSCR aggregation for article 304

R0440

0

Minimum consolidated group solvency capital requirement

R0470

19,130

Capital requirement for other financial sectors (Non-insurance capital requirements)
Capital requirement for other financial sectors (Non-insurance capital requirements) - Credit institutions, investment firms and financial institutions,
alternative investment funds managers, UCITS management companies
Capital requirement for other financial sectors (Non-insurance capital requirements) - Institutions for occupational retirement provisions
Capital requirement for other financial sectors (Non-insurance capital requirements) - Capital requirement for non - regulated entities carrying out financial
activities
Capital requirement for non-controlled participation requirements

R0500

0

R0510

0

R0520

0

R0530

0

R0540

0

Capital requirement for residual undertakings

R0550

0

Information on other entities

Overall SCR
SCR for undertakings included via D and A

R0560

0

Solvency capital requirement

R0570

73,886
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S.32.01.22
Undertakings in the scope of the group
Inclusion in the scope of group
supervision

Criteria of influence

Legal form

Category
(mutual/non
mutual)

C0050

C0060

C0070

company limited by
shares

Identification code of the undertaking

Country

Legal name of the undertaking

Type of
undertaking

C0020

C0010

C0040

213800CJDKENBYPHLD53

GB

W. R. BERKLEY INSURANCE (EUROPE), SE

2

21380094U6L8OKLATR84

GB

W. R. BERKLEY LONDON HOLDINGS, LIMITED

5

2

21380094U6L8OKLATR84GB00001

GB

W. R. BERKLEY LONDON STAFF, LIMITED

10

2

WRBLHL - SOLVENCY AND FINANCIAL
CONDITION REPORT

% used for the
establishment of
consolidated accounts

Proportional
share used for
group solvency
calculation

YES/NO

Date of decision
if art. 214 is
applied

Method used and
under method 1,
treatment of the
undertaking

C0220

C0230

C0240

C0250

C0260

1

100.00

1

1

100.00

1

% voting rights

Other criteria

Level of
influence

C0190

C0200

C0210

100.00

100.00

100.00

Supervisory Authority

% capital share

C0080
Prudential Regulation Authority and
Financial Conduct Authority

C0180
100.00

100.00

100.00

Group solvency
calculation

1

2
1
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