Independent auditor’s report

To the Board of Directors of Allianz Risk Transfer (Bermuda) Limited

Our opinion

In our opinion, the condensed financial statements of Allianz Risk Transfer (Bermuda) Limited (the
Company) are prepared, in all material respects, in accordance with the financial reporting provisions of
the Insurance Act 1978, amendments thereto and the Insurance Account Rules 2016 with respect to
condensed general purpose financial statements (the ‘Legislation’).

What we have audited
The Company’s condensed financial statements comprise:

the condensed balance sheet as at December 31, 2020;

the condensed statement of income for the year then ended;

the condensed statement of capital and surplus as at December 31, 2020; and
the notes to the condensed financial statements, which include a
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CONDENSED BALANCE SHEET
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CONDENSED STATEMENT OF INCOME

Allianz Risk Transfer (Bermuda) Limited

As at

LINE No.
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December 31, 2020

United States Dollars

GENERAL BUSINESS UNDERWRITING INCOME
GROSS PREMIUMS WRITTEN

(a) Direct gross premiums written

(b) Assumed gross premiums written

(c) Total gross premiums written

REINSURANCE PREMIUMS CEDED

NET PREMIUMS WRITTEN

INCREASE (DECREASE) IN UNEARNED PREMIUMS
NET PREMIUMS EARNED

OTHER INSURANCE INCOME

TOTAL GENERAL BUSINESS UNDERWRITING INCOME
GENERAL BUSINESS UNDERWRITING EXPENSES
INCURRED

COMMISSIONS AND BROKERAGE

TOTAL GENERAL BUSINESS UNDERWRITING EXPENSES
NET UNDERWRITING PROFIT (LOSS) - GENERAL BUSINESS
COMBINED OPERATING EXPENSE

(a) General and administration

(b) Personnel cost

(c) Other

(d) Total combined operating expenses

COMBINED INVESTMENT INCOME - NET

COMBINED OTHER INCOME (DEDUCTIONS)
COMBINED INCOME BEFORE TAXES

COMBINED INCOME TAXES (IF APPLICABLE):

(a) Current

(b) Deferred

(c) Total

COMBINED INCOME BEFORE REALIZED GAINS (LOSSES)
COMBINED REALIZED GAINS (LOSSES)

COMBINED INTEREST CHARGES

NET INCOME

2020 | | 2019
[ 22138400 | [ 34,326,958 |
| 990,207,997 | | 726,353,345 |
1,012,346,406 760,680,303
[ 943,932,067 | [ 689.434,243 |
68,414,339 71,246,060
[ @s528010)] [ (1.290321)]
65,885,429 69,955,739
l - | -]
65,885,429 69,955,739
[ 64450024 ] [ 66,338,177 |
[ @72199044) [ (25,421,853)]
27,230,080 40,916,324
38,655,349 29,039,415
1,395,570 1,495,580
6,442,495 5,367,076
7,960,057 6,265,076
15,798,122 13,127,732
[ 13ss9748| [ 1117101
[ (155,375)] | (274,871)]
36,291,600 16,753,933
[ 519048 | | 5,615,793 |
[ 2,466,648 | | (1,351,689)]|
7,656,796 4,264,104
28,634,804 12,489,829
[ (31,128)] | (268,992)]
I - | -]
28,603,676 12,220,837







ALLIANZ RISK TRANSFER (BERMUDA) LIMITED
Notes tathe Condensed General Purpose Financial Statements

December 31, 2020

Part |- General Notes to the Financial Statements

1. Business and organization

Allianz Risk Transfer (Bermuda) Limited (“the Company”) is a wholly owned subsidiary of Allianz
Global Risks US Insurance CompafipGR”), and was incorporated in Bermuda on September 20,
1999. The Company is licensed under the Insurance Act 1978 of Bermuda and related regulations to



ALLIANZ RISK TRANSFER (BERMUDA) LIMITED

Notes tathe Condensed General Purpose Financial Statements

December 31, 2020

Part |-



ALLIANZ RISK TRANSFER (BERMUDA) LIMITED
Notes tathe Condensed General Purpose Financial Statements

December 31, 2020

Part |- General Notes to the Financial Statements (continued)

4, Significant accounting policies (continued)
(d) Loss and loss expenpeovisions(continued)

IBNR reserves arestimated by management using various actuarial methods, output from various
catastrophe loss modeisdustry loss experience, underwriters’ experience, general market trends and
management’s judgement.

Given the inherent nature tife Company’s insureexposures (see Note @ynsiderable uncertainty

underlies the assumptions and associated estimates of outstanding losses and loss expenses. These
estimates are reviewed regularly and, as experience develops and new information becomes known,
the reservesra adjusted as necessary. Such adjustments, if any, are reflected in income in the period

in which they are determined. Due to the inherent uncertainty in estimating the liability for losses and
loss expenses, there can be no assurance that the ultebdity Wwill not be settled for significantly



ALLIANZ RISK TRANSFER (BERMUDA) LIMITED

Notes tathe Condensed General Purpose Financial Statements

December 31, 2020

Part |- General Notes to the Financial Statements (continued)

4, Significant accounting policies (continued)

(e) Fair Value Measurements (continued)

Level 1— Valuations based on quoted prices (unadjusted) in active markets for identical assets
or liabilities, that the Company has the ability to access at the measureme@idegevaluations

are based on quoted prices that are readily and regularly dwailadn active market, valuation

of these instruments does not entail a significant degree of judgment.

Level 2 —



ALLIANZ RISK TRANSFER (BERMUDA) LIMITED
Notes tathe Condensed General Purpose Financial Statements

December 31, 2020

Part |- General Notes to the Financial Statements (continued)

4, Significant accounting policies (continued)
(H Investments (continued)

Realized gains and losses on sales of investments are determined on the basis of specific identification
ard are included in the condens#dtement of income. Investment income, net of investment expenses,

is accrued to the balance sheet date and includes amortization of premiums or discount on investments
purchased at amounts different from their par value.

Investments with unrealized losses considered to be other than temporary are written down to fair value,
creating a new cost basis for the investment. The impairment is recorded within realized ltt&ses in
statement of income.

(g) Derivative financial instruments
As part of the Company’s underwriting strategy, the Company enterdént@tive contracts. The

Company designates #sbstantivelerivative contracts in accordance with ASC 815 which establishes
accounting and reporting standards for der



ALLIANZ RISK TRANSFER (BERMUDA) LIMITED

Notes tathe Condensed General Purpose Financial Statements

December 31, 2020

Part |- General Notes to the Financial Statements (continued)

4.

(i)

()

Significant accounting policies (continued)
Federal income taxes

The Company uses the asset and liability method of accounting for income taxes. Deferred tax assets
and deferred tax liabilities are recognized for the future tax consequences related to temporary
differences between the amounts of assets and liabilities recognized for financial reporting purposes
and such amounts recognized for income tax purposes, measured by applying currently enacted tax
rates. The effect on deferred tax assets and deferred tax liabilities of a change in tax rates is recognized
in the period that includes the enactment date. The Company recognizes deferred tax assets if it is
more likely than not that a benefit will be realized.

Foreign exchange

Transactions denominated in currencies other than United States Dollars are translated to United States
Dollars at the prior month end exchange rate. Financial assets and liabilities held in foreign currency
are translated to United States Dollars at the rate prevailing at the balance sheet date. Foreign exchange
gains or losserelating to these transactions are included in the statement of income

See Part |, Note 4.

See Part |, Note 4.

N/A

Commitments and contingencies

In 2016, the Company renewed its lease for its Hamilton, Bermuda premises for a five year term that

expires on September 15, 2021. The Company recorded total rent expensesnilfi®0.auring the
year (2019



ALLIANZ RISK TRANSFER (BERMUDA) LIMITED
Notes tathe Condensed General Purpose Financial Statements

December 31, 2020

Part |- General Notes to the Financial Statements (continued)

8. Commitments and contingencies (continued)

In December2019, Allianz Risk Transfer AG provided a parental guarantee of the Company’s
obligations up to a maximum guaranteed amount of approximately BJOR00000. ART AG
charged a fee of EUR 542,815






ALLIANZ RISK TRANSFER (BERMUDA) LIMITED
Notes tathe Condensed General Purpose Financial Statements

December 31, 2020

Part |- General Notes to the Financial Statements (continued)

15. See Note 8.

Amounts receivable (payable) and feesurred/ €¢hargedlin the year to/from affiliates are as follows:

Amounts receivable (payable) Feesincurred/ ¢harged



ALLIANZ RISK TRANSFER (BERMUDA) LIMITED

Notes tathe Condensed General Purpose Financial Statements

December 31, 2020

Part Ill - Notes to the Balance Sheet

1. As at December 31, 2020, cash and cash equivalents of approximatelyrfi8@r6(2019- $119.6
million) is held by one U.S. financial institution. The Company’s management evaluates the financial
strength and stability of the U.S. financial institution on a periodic basis.

Included in cash and cash equivalents aeefdiowing amounts which are encumbered:

At December 31, 2020



ALLIANZ RISK TRANSFER (BERMUDA) LIMITED
Notes tathe Condensed General Purpose Financial Statements

December 31, 2020

PART IIl - Notes to the Balance Shéebntinued)

10. Accounts and premiums receivable 86%.0million at December 31, 202@019- $245.6million)
comprises (ipremiums receivabligom third partie$12.9 million(2019:$36.3million), (ii) premiums
receivable from affiliate$259.1 million(2019:$173.1 million)and(iii) amounts deferred rot yet
due$88.0million (2019:$36.2 million).



ALLIANZ RISK TRANSFER (BERMUDA) LIMITED
Notes tathe Condensed General Purpose Financial Statements

December 31, 2020

PART IlI -



ALLIANZ RISK TRANSFER (BERMUDA) LIMITED
Notes tathe Condensed General Purpose Financial Statements

December 31, 2020

PART Il - Notes to the Balance Sheet (continued)

17. (a) (continued)

The table below represents the movements in the loss and loss expense provisions for the current year
and previous year:

2020 2019
Gross loss and loss expense provisions
a) beginning of year $679,620,322 $350,867,263
Less: Reinsurance recoverable
beginning of year 607,794,144 306,999,260
Net loss and loss expense provisions
b) beginning of year 71,826,178 43,868,003
Net losses incurred and net loss expenses incurred
related to:
Current year 43,214,260 56,292,658
Prior years 21,235,764 10,045,519
Total net inarred losses and loss expense 64,450,024 66,338,177
Net losses and loss expenses paid or payable
related to:
Current year 5,629,449 25,689,407

Prior years 32/MCI97()132 32/MCI97




ALLIANZ RISK TRANSFER (BERMUDA) LIMITED

Notes tathe Condensed General Purpose Financial Statements

December 31, 2020

PART Il - Notes to the Balance Sheet (continued)

20 - 27. N/A

28.

29.

30.

31. (a)

31. (b)

32.

33.

34.

35.

Insurance and reinsurance balanpagableof $283.7 million (2019 - $233.7 million) represent
reinsurancdalances due to third parties of $27di@lion (2019 - $230.7million) and due to affiliates
of $8.8 million (2019 - $3.0 million).

N/A
N/A

Bermuda

Under current Bermuda law the Company is not required to pay any taxes in Bernaitti@ardincome

or capital gains. The Company has received an undertaking from the Minister of Finance in Bermuda
that in the event of any such taxes being imposed the Company will be exempted from taxation until
the year 2035.

United States

In 1999 the Company made an election under Section 953(d) of the Internal Revenue Code to be taxed
as a U.S. domestic insurance company for federal tax purposes and to be included in a consolidated tax
return for AGR Under the dual consolidation loss rules of the 953(d) election, tax loss benefits
generated by the Company will only be available to offset income of the Company.

N/A
Advances due to affiliatesf $1.5 million (2019- $2.6 million) include fees billed by related parties
for general advicand consulting assistance in analyzing and structuring deals. Outstanding balances

are interesfree and carry no fixed repayment terms.

Included in acounts payable and accrued liabilitiese $.7 million (2019 - $6.7 million) for
unallocatedsuspensgayables, 3.9 million (2019—- $3.5million) for restricted stock unigrantsand
other employee provisions and $4.3 million (20%1.1 million) for other sundry liabilities.

Funds held under reinsurance contracts of $42.7 million (28%9.3 million)represent amountiue
to an affiliate.

N/A



ALLIANZ RISK TRANSFER (BERMUDA) LIMITED

Notes to
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