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1 Introduction 

Beazley Insurance Designated Activity Company (“Beazley Insurance”) is a member of 

the Beazley group of companies.  The Group is a global specialist insurance and 

reinsurance group with underwriting platforms in the Lloyd’s market, the United States 

and Ireland.  The Group operates out of an international network of offices in Canada, 

France, Germany, Singapore, Spain, UK and US. 

2 Incorporation, registered office and telephone number 

On 27 November 2008, Beazley Insurance Designated Activity Company was 

incorporated under the laws of Ireland under the name Beazley Risk Services (Ireland) 

Limited.  On 15 May 2009, the company changed its name to Beazley Re Limited. On 29 

October 2015, it converted to a Designated Activity Company under the Companies Act 

2014 with the name Beazley Re Designated Activity Company.  On 30 June 2017 the 

company changed its name to Beazley Insurance Designated Activity Company in order 

to ensure that the name accurately reflected the change in the business from 

reinsurance to both insurance and reinsurance. 

Beazley Insurance’s registration number is 464758. 

Beazley Insurance’s registered office is 2 Northwood Avenue, Santry, Dublin D09 X5N9, 

Ireland and its telephone number is + 353 (0)1 854 4700. 

Beazley Insurance’s Legal Entity Identifier is: 549300WWULDAFCPEU084 

3 Brief history/background 

Beazley Insurance was established in 2008 and underwrote its first internal reinsurance 

contract in 2009.   

In December 2015 the CBI granted Beazley permission to use the Beazley Group internal 

model to calculate the Solvency Capital Requirement for The Group and Beazley 

Insurance. 

In November 2016, Beazley Insurance issued $250m of subordinated tier 2 notes due in 

2026. Annual interest, at a fixed rate of 5.875%,is payable in May and November each 

year. 

In July 2017 Beazley Insurance received authorisation from the Central Bank of Ireland 

to convert from a reinsurance company into an insurance company permitted to transact 

business throughout the European Union via freedom of services. 

In September 2017 a new UK branch was opened under freedom of establishment and 

freedom of services permissions. 

In October 2017 a new French Branch was opened under freedom of establishment and 

freedom of services permissions. 

In October 2017 Beazley Insurance wrote is first non-life policies to European banks. 

In November 2017 a new German branch was opened under freedom of establishment 

and freedom of services permissions. 
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In January 2018 a new Spanish branch was opened under freedom of establishment and 

freedom of services permissions. 

In September 2019, Beazley Insurance issued $300m of subordinated tier 2 notes due in 

2029 at a fixed rate of 5.5%. 

In November 2019 a new branch was opened in Switzerland. 

4 Business Overview 

Beazley Insurance has two business divisions, internal reinsurance and non life insurance 

and reinsurance, as set out in more detail below: 

3.1 Internal Reinsurance Business 

The company also continues to act as an intra-group reinsurer and provides capital to 

support the underwriting activities of its sister company, Beazley Underwriting Limited. 

Beazley Underwriting Limited is a Lloyd’s of London corporate member.  It participates in 

the Lloyd’s insurance market on a limited liability basis through syndicates 2623, 3622 

and 3623.  Under the reinsurance contract Beazley Underwriting Limited cedes 75% of 

the final declared result, over $4m, of its participation in syndicates 2623 and 3623.  In 

the event that the declared result is a loss, the extent of the reinsurance is limited to the 

loss in excess of $4m not exceeding 75% of the Funds at Lloyd’s. 

The company also has a credit facility agreement with Beazley Underwriting Limited. 

Under this agreement, the company provides 25% of Beazley Underwriting Limited’s 

total required Funds at Lloyd’s, subject to a minimum amount as defined by the 

agreement on an annual basis. 

3.2 Non-Life Insurance and Reinsurance Business 

In July 2017 the Central Bank of Ireland (the "CBI") granted, in accordance with the 

provisions of the European Union (Insurance and Reinsurance) Regulations 2015, 

Beazley Insurance authorisation to transact non–life insurance and reinsurance business 

in respect of the Non-Life Insurance Classes below: 

Class 1 Accident; 

Class 2 Sickness; 

Class 3 Land Vehicle; 

Class 4 Railway Rolling Stock; 

Class 5 Aircraft; 

Class 6 Ships; 

Class 7 Goods in transit; 

Class 8 Fire and natural forces; 

Class 9 Other damage to property; 

Class 11 Aircraft Liability; 

Class 12 Liability for ships; 

Class 13 General liability; 
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Class 14 Credit; 

Class 15 Suretyship; 

Class 16 Miscellaneous financial loss; 

Class 17 Legal Expenses; and 

Class 18 Assistance. 

In summary, Beazley Insurance is authorised to insure and reinsure business in all 

classes of business other than Life and Class 10 motor vehicles. 

5 Branch Network 

Beazley Insurance operates across Europe through its branch network in United 

Kingdom, France, Germany and Spain.  The details of these branches are as follows: 

Country Address Branch 
Manager/ 
Contact 

Contact Details 

United 
Kingdom 

Plantation Place 
South 
60 Great Tower 
Street 
London EC3R 
5AD 
United Kingdom 

Gerard Bloom +44 20 7674 7778 

gerard.bloom@beazley.com 

France 1 Rue St 
Georges, 2nd 
Floor 
Paris 75009 
France 

Benoit Goureau +33 1 70 81 59 35 

Benoit.Goureau@beazley.com 

Germany Rosental 4,  
80331 Munich 
Germany 

Andreas Bergler +49 89 4520 549 10 

andreas.bergler@beazley.com 

Spain 
Torre Glories, 
Avenida 
Diagonal 209-
211,  
planta 28, 
Barcelona 
08018, 
Spain 

Lorena Segovia +34 93 524 99 55 

Lorena.Segovia@beazley.com 

Switzerland 
Hegibachstrasse 
47 
8032 Zürich 
Switzerland 

Andreas Bergler +49 89 4520 549 10 

andreas.bergler@beazley.com 
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6 Share Capital and Shareholder 

Beazley Insurance has in issue one ordinary share of €1.  This ordinary share is fully 

paid.  Beazley Insurance’s sole shareholder is Beazley Ireland Holdings plc, which is a 

wholly-owned subsidiary of Beazley plc.  Accordingly, the entire issued share capital is 

indirectly controlled by Beazley plc. 

Beazley Ireland Holdings plc also provided a capital contribution to Beazley Insurance of 

$536.3m to support the underwriting activities of the company.   

7 Regulation by the Central Bank of Ireland 

The CBI is responsible for both central banking and financial regulation in Ireland. The 

CBI’s regulation of insurance undertakings is undertaken through assertive risk–based 

supervision, which is underpinned by powers to take a range of disciplinary and 

enforcement actions. The CBI is responsible for the prudential supervision and conduct 

of business of authorised firms. It monitors compliance with prudential standards 

primarily through examining firms’ quarterly and annual prudential returns, financial 

statements and annual reports and by conducting regular review meetings and on–site 

inspections. 

Beazley Insurance is authorised by the CBI.  The CBI monitors Beazley Insurance’s 

financial status through, among other things, a review of: regulatory returns that 

Beazley Insurance is required to file on a quarterly and annual basis; its financial 

statements; an annual Actuarial Function Report; an annual Own Risk and Solvency 

Assessment, Solvency and Financial Condition Report and Regular Supervisory Report, 

together with discussions with executive and non-executive directors and meetings with 

the external auditors. 

8 Solvency II Capital 

Beazley Insurance uses the Group internal model to calculate its Solvency Capital 

Requirement.  The model is designed to produce output on the required basis, namely 

the capital required to meet a 1 in 200 adverse loss on the Solvency II balance sheet 

over a one-year time horizon. 

Beazley Insurance holds a level of capital over and above its regulatory requirements.  

As at 31 December 2019, total own funds were $1,707.0m (2018: $1,619.0m), 

compared to the Solvency Capital Requirement of $709.6m (2018: $656.2m).  The 

amount of surplus capital held is considered on an ongoing basis in light of the current 

regulatory framework and opportunities for growth and a desire to maximise returns for 

the shareholder. 

2019
$m

2018
$m

Tier 1  1,351.7 1,369.2 

Tier 2  354.8 248.8

Tier 3 0.5 1.0

Total  1,707.0 1,619.0
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Tier 1 basic own funds 

Beazley Insurance has issued one share with a nominal value of €1 (2018 €1). 

A capital contribution of $536.3m (2018 $536.3m) which was approved as tier 1 own 

funds by the CBI on 15 December 2015. 

The reconciliation reserve at 31 December 2019 was $815.4m (2018 $832.9m). The 

variance represents the change in the excess of assets over liabilities in the period. The 

reconciliation reserve can be considered as Solvency II retained earnings net of 

dividends. 

Tier 1 own funds are eligible in full to meet both the Solvency Capital Requirement (SCR) 

and Minimum Capital Requirement (MCR). 

Tier 2 basic own funds 

In November 2016, the company issued $250m of subordinated tier 2 notes due in 2026 

and in September 2019, the company issued $300m of additional subordinated tier 2 

notes due in 2029, the net proceeds of the notes are being used along with our retained 

earnings to support the future growth plans of the group and were also used to redeem 

other outstanding debt issued by the group. This debt is listed on the London stock 

exchange and is valued at fair value based on quoted market price. 

As at 31 December 2019, $354.8m of the tier 2 own funds were eligible to meet the 

SCR, being 50% of the SCR as at that date. $35.5m was eligible to meet the MCR, being 

20% of the MCR as at that date. 

9 Ratings 

On issuance of the tier 2 subordinated debt, Beazley Insurance was assigned an Insurer 

Financial Strength rating of ‘A+’ ‘Negative Outlook’ by Fitch. Beazley Insurance also has 

a Financial Strength Rating A Excellent ‘Stable Outlook’ from AM Best with a Financial 

Size Category of Class XIII $1.25bn to $1.5bn. 

10 Reinsurance Arrangements 

Beazley Insurance is party to the Group reinsurance arrangements.  Beazley Insurance 

will benefit from a mixture of proportional treaties, both surplus and quota share, a 

class-specific Per Risk Excess of Loss and a Claims Made Clash Excess of Loss 

programme.  

11 Tax Code Details 

BIDAC’s Irish VAT number of head office is 9702572O 

German IPT number is 817/V90817075248 

German Corporation tax number is 143/250/04984 
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Appendix I 

Underwriter Profiles 

A biography of the CUO and the lead International underwriter in each area has 

been included below as follows: 

1. Chief Underwriting Officer – Gerard Bloom 

2. Private Enterprise – Nick McGarey 

3. Private Enterprise Medical Malpractice – Alex Wakeley 

4. Technology, Media & Business Services (writing Cyber and E&O) – Alessandro 

Lezzi 

5. Financial Institutions – Neale Stevenson 

6. Management Liability – Catherina MacCabe 

7. Healthcare – Chris Gamber 

8. Professional Indemnity – Jana Ratnajothy 

9. Construction – Michael Attwell 

10. Specialty Treaty – Paul Henderson 

11. Transaction Liability – Tim Allen 

12. Environmental – Nicholas Pearson 

13. International Specialty Lines (Continental Europe) – Lorena Segovia 

14. International Specialty Lines (France) - Marie-Eve Michelon 

15. International Specialty Lines (Germany) – Ulrich Schaller 

16. Head of Treaty (Munich) – Martin Fricke 

17. Political Risks & Trade Credit - Mathilde Lecointre 

18. Political Risks & Trade Credit – Maxime Hayes 

19. Aviation – Christophe Paulin 

1. Gerard Bloom – Chief Underwriting Officer 

Gerard leads International Financial Lines business at Beazley. He chairs the 

Specialty Lines International Management Committee and is responsible for 

building the overall International portfolio. 

Prior to joining Beazley, Gerard was responsible for managing the 

International financial institutions portfolios for XL Catlin. This included crime, 

professional indemnity, directors' & officers' liability, public offering of 

securities, employment practices liability, pension trustees' liability, and 

related financial lines insurances to all types of financial organisations 

including banks, insurance companies, investment managers, exchanges, 

stock brokers, private equity houses, building societies, and corporate finance 

boutiques.  

Gerard has over 20 years’ experience in the London and international markets 

and has previously worked at Zurich Insurance, AIG and Willis Group.  

2. Nick McGarey – Private Enterprise 

Nick joined Beazley in May 2017 as part of the International Management 

Liability team, there he wrote a wide range of large & complex risks. This 



comprises Directors' & Officers' Liability, Employment Practices Liability, 

Pension Trustee Liability and Commercial Crime. 

Following a move to Private Enterprise he now heads up the E-trading team, 

writing Directors' & Officers', Employment Practices, Commercial Crime, Cyber 

& Professional Indemnity package policies for private entities via the e-trade 

platform myBeazley. 

Prior to joining Beazley, Nick was a senior underwriter in the Financial Lines 

team at Allianz Global Corporate and Speciality with over 12 years experience 

writing large complex business and most recently overseeing the development 

of the UK regional portfolio. 

3. Alex Wakeley – Private Enterprise Medical Malpractice 

Alex is the Focus Group Leader for the PE International Healthcare. The 

business written is predominately SME Medical Malpractice risks in the UK, 

Canada, Europe, Caribbean, Asia and Australia. Alex joined Beazley in the first 

quarter 2016 where previously he held the position of Class Underwriter and 

Director of Marketform Managing Agency again specialising in Medical 

Malpractice. Alex was at Marketform for 22 years and previously was a broker 

placing Professional Indemnity and Medical Malpractice. 

4. Alessandro Lezzi – Technology, Media & Business Services (writing Cyber and 

E&O) 

Alessandro Lezzi, leads the international Technology, Media and Business 

Services team at Beazley.  He is primarily responsible for the international 

development of Beazley's market-leading Cyber and data breach insurance 

services – for non US-risks and errors & omissions products for large clients in 

the technology space. 

Alessandro has worked in the insurance/reinsurance industry for over ten 

years, both as an underwriter and broker.  Prior to joining Beazley in 2011, he 

was a senior underwriter for financial line products at a Lloyd's syndicate, and 

he also managed the syndicate's South European and South American books 

of business 

5. Neale Stevenson – Financial Institutions 

Neale Stevenson will lead the International Financial Institutions team at 

Beazley. He is responsible for the international development of various 

products to non US domiciled FI clients, products including Crime, Professional 

Indemnity and Directors & Officers Liability. 

Neale began his insurance career in 1988 specialising in underwriting in the 

company and Lloyd’s markets but also as a broker for 5 years. Neale was 

responsible for development of the FI portfolio as the Underwriting Manager at 

a large US mutual insurance company from 2003 until 2009. Prior to joining 

Beazley he was the deputy Chief Underwriting Officer at a US insurance 

company with responsibilities that included product development and 



underwriting management for all types of FI client and product line, 

particularly including emerging technology risks in this area. 

6. Catherina MacCabe – Management Liability 

Catherina will lead the International Management Liability team at Beazley. 

She will be responsible for a variety of financial lines products such as 

Directors' & Officers' Liability, Public Offering of Securities, Employment 

Practices Liability, Pension Trustees Liability and Crime for commercial clients 

domiciled outside of the US. 

Prior to joining Beazley, Catherina was managing the International 

Management Liability portfolio for XL Catlin. She has more than 25 years 

insurance experience and since moving to London has been focussing on 

financial lines insurance for the last 18 years, first as a broker with Marsh, and 

subsequently as a Senior Underwriter with Munich Re, before joining XL in 

2011. 

7. Tom Ielapi – Directors & Officers 

Tom joined Beazley in November 2009 and is a D&O underwriter with 15 

years’ experience underwriting US & International D&O. Tom is a Qualified 

Chartered Accountant and spent 5 years as an accountant in the auditing and 

insurance industry with Arthur Andersen.  Tom has extensive experience 

developing new products, and is a regular speaker at D&O conferences. 

8. Chris Gamber – Healthcare  

Christopher is the focus group leader for International Healthcare which 

encompasses Medical Malpractice, Life Sciences and Clinical trials in respect of 

clients’ legal liability. He has been at Beazley since 2014 and prior to joining 

Beazley worked for 30 years as a broker concentrating on Medical Malpractice 

in 1992 and was latterly responsible for a $45m book of business in respect of 

Healthcare coming into London from a variety of countries and jurisdictions.  

He holds the Associate of Chartered Insurance institute which he obtained in 

1989. 

9. Jana Ratnajothy – Professional Indemnity 

Jana leads the A&E and Construction business written at Lloyds, which covers 

design risk from the world’s largest engineering, design and construction 

firms, to small private enterprise businesses.   She also writes Global Lawyers 

business including the top firms in the US, UK, Canada Australia and all the 

global Swiss Vereins.   She joined the underwriting team in 2010, prior to 

which she was a claims manager for Beazley handling large law firm claims 

across the globe. Before joining Beazley in 2007, Jana qualified and practised 

as a solicitor at a city insurance litigation firm.   

10. Michael Attwell - Construction 



Michael is responsible for writing professional liability for international 

contractors, consultants and also Beazley’s OPPI and CPPI products. Michael 

has been with Beazley since 2016 having spent the prior 11 years at QBE in 

their London Market office. His role at QBE, most latterly as an Underwriting 

Manager, was writing a broad range of professionals but focussing on large 

risk architects, engineers and contractors including long period single project 

policies. He also wrote a number of complex multinational programs. Prior to 

QBE, Michael gained 4 years’ experience underwriting and broking at a 

specialist wholesale broker. 

11. Paul Henderson – Specialty Treaty 

Paul joined Beazley in 2003 and began underwriting with the specialty treaty 

team in 2008. Prior to this he spent five years as an underwriter in Beazley’s 

management liability team, specialising in employment practices liability 

across US and international markets. Within this role Paul also underwrote 

treaty reinsurance.  He underwrites all areas of the treaty account with a 

particular focus on medical malpractice, lawyers’ professional liability, cyber 

liability, management liability as well as some general liability/third party 

liability classes.  He also specialises in partnering with insurance carriers to 

provide ancillary products such as cyber liability/data breach response, 

employment practices liability and miscellaneous errors and omissions cover.  

Prior to joining Beazley Paul worked for an e-trading division of Benfield Greig, 

a reinsurance broker, now part of Aon.  Paul has an honours degree in law 

and trained at the Bar of England & Wales, although never practised. 

12. Tim Allen – Transaction Liability 

Tim leads the Transaction Liability team at Beazley. He returned to Beazley in 

March 2016 having previously worked for the firm from 2010 to 2014 and 

then spending 2 years with a large commercial carrier to open an M&A book of 

business for them. Prior to underwriting Tim was a broker at a leading 

international brokerage specialising in the placement of M&A insurance 

business. Before entering insurance Tim was a qualified transactional solicitor 

with a top city firm.  

During his 10 years in the market Tim has been involved with transactions 

from a broad range of industries, client classes and sizes. Tim has a broad 

geographic appetite and experience ranging from US domestic, cross border, 

UK market, European, Australian and Asian deals.   

13. Nicholas Pearson – Environmental 

Nicholas joined Beazley's Environmental Product team in July of 2010. 

Nicholas is underwriting risks with a focus on fixed site environmental liability 

(operational and transactional), and pollution and professional liability 

business for contractors and service firms within the US, Canada and the Rest 

of the World. Nicholas has a BSc (Eng) Engineering with Environmental 

Science from Queen Mary and Westfield College, University of London and a 

MSc in Environmental Management and Technology from Oxford Brookes 

University. Prior to joining Beazley, Nicholas worked for seven years as an 



Environmental Consultant in both the US & UK and three years as a Specialty 

Lines underwriter with a major international insurer. 

14. Lorena Segovia - International Specialty Lines (Continental Europe) 

Lorena joined Beazley in April 2017 as Branch Manager for the Spanish office 

and Head of Financial Lines Europe.  She is responsible for the development of 

Beazley´s specialty lines business across the continent.  Previously, she spent 

14 years at TMHCC where she was financial lines manager for South of Europe 

and LatAm, and helped launch TMHCC’s transaction risk insurance business, 

focusing on the provision of warranties and indemnities insurance for 

continental European deals.  Before starting in the insurance industry, she 

worked as tax advisor in Arthur Andersen and law firm Cuatrecasas. 

15. Marie-Eve Michelon – International Specialty Lines (France) 

Marie-Eve joined Beazley in 2014 as a Specialty Lines underwriter to build a 

high-volume, low-severity non-traditionnal SME Professional Indemnity book 

in France, led by technology and management consultants PI, but including 

property, D&O and various value added services. Trading is conducted via the 

new technology platform MyBeazley which brings B2B solution to brokers. 

Since October 2018, Marie-Eve leads International Financial Lines for the 

French business. Working under the leadership of Lorena Segovia, she is now 

responsible for a variety of financial lines products such as Directors' & 

Officers' Liability, Public Offering of Securities, Employment Practices Liability 

and Crime for commercial clients domiciled in France, whilst she continues to 

grow her SME Professional Indemnity book. 

Prior to this Marie-Eve worked for Hiscox as a Professional Indemnity and 

Specialty commercial development underwriter for 8 and a half years, both in 

the French and UK markets. 

16. Ulrich Schaller - International Specialty Lines (Germany) 

Ulrich started with Beazley in April 2019 leading its Specialty Lines business in 

Germany.  Beazley’s specialty lines in Germany include financial lines products 

for both commercial organisations and financial institutions as well as the e-

trading platform myBeazley.  

Ulrich holds a Diploma in Business Management and has more than 15 years 

underwriting experience.  He joined Beazley from QBE Insurance Europe, 

where he worked from 2012, his recent role was portfolio manager for 

financial and specialty markets (D&O, FI, Cyber, Tech PI) in Germany.  Before 

Ulrich worked almost 10 years for Allianz Global Corporate & Specialty as 

financial lines underwriter for commercial and FI clients. 

17. Martin Fricke - Head of Treaty (Munich) 

Martin leads the Treaty team in Munich at Beazley. He is responsible for the 

Continental European Property reinsurance business that doesn't traditionally 

go to London.  



Martin joined Beazley in 2010 as a Treaty Reinsurance Underwriter.  He has 

worked in the Non-Life re- and insurance industry for over 15 years in both 

underwriting and broking roles. He is a qualified actuary since 2009. 

18. Mathilde Lecointre - Political Risks & Trade Credit 

Mathilde joined Beazley in 2013 to underwrite and develop the political risk, 

trade credit and terrorism business in Paris.  

Mathilde started her career in the political risk market in 2007 having been a 

broker and an underwriter in both London (JLT/HCC) and Paris (Marsh). 

19. Maxime Hayes - Political Risks & Trade Credit –  

Maxime joined Beazley in January 2017 as a new Terrorism, Political & Credit 

risks underwriter in Paris.  

Prior to joining Beazley, Maxime worked as broker for Gras Savoye in Paris for 

five years.  He acquired Political Risk training as apprentice at Gras Savoye 

during the last year of his Business School (INSEEC Paris) from which he 

graduated of Master II in 2012. 

20. Aviation – Christophe Paulin 

Christophe joined Beazley in 2016 to write Aviation in Europe and Aerospace 

worldwide.  

Christophe has over 15 years’ experience in Aviation insurance, both as a 

broker and as an underwriter. He is an Associate of the Chartered Insurance 

Institute. 
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Certain statements made in this presentation, both oral and written, are or may constitute “forward looking statements” 
with respect to the operation, performance and financial condition of the Company and/or the Group. These forward 
looking statements are not based on historical facts but rather reflect current beliefs and expectations regarding future 
events and results. Such forward looking statements can be identified from words such as “anticipates”, “may”, “will”, 
“believes”, “expects”, “intends”, “could”, “should”, “estimates”, “predict” and similar expressions in such statements or the
negative thereof, or other variations thereof or comparable terminology. These forward looking statements appear in a 
number of places throughout this document and involve significant inherent risks, uncertainties and other factors, known or 
unknown, which may cause the actual results, performance or achievements of the Company, or industry results, to be 
materially different from any future results, performance or achievements expressed or implied by such forward looking 
statements. Given these uncertainties, such forward looking statements should not be read as guarantees of future 
performance or results and no undue reliance should be placed on such forward looking statements. A number of factors 
could cause actual results to differ materially from the results discussed in these forward looking statements.
The information and opinions contained in this presentation, including any forward looking statements, are provided, and 
reflect knowledge and information available, as at the date of this presentation and are subject to change without 
notice. There is no intention, nor is any duty or obligation assumed by the Company, the Group or the Directors to 
supplement, amend, update or revise any of the information, including any forward looking statements, contained in this 
presentation.
All subsequent written and oral forward looking statements attributable to the Company and/or the Group or to persons 
acting on its behalf are expressly qualified in their entirety by the cautionary statements referred to above and contained 
elsewhere in this document.
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Introduction to Beazley Group



A strong and experienced Group management team

Adrian Cox – CUO

Sally Lake – CFO

Andrew Horton - CEO

• Joined Beazley in June 2003 as Finance Director 

and was appointed as Group CEO in 2009

• Prior to that held various financial positions within 

ING, NatWest and Lloyds Bank

• Qualified as a chartered accountant with Coopers 

and Lybrand in 1987

Executive Management Team

Richard Montminy -
Head of Property

James Eaton - Head 
of Specialty Lines

Christian Tolle - Head of 
Political, Accident & 

Contingency

Tim Turner - Head 
of Marine

Patrick Hartigan 
- Head of Treaty

Ian Fantozzi - COO

Andrew Pryde – CRO Pippa Vowles -
Head of Talent 
Management

Anthony Hobkinson
- Head of Claims

Mike Donovan – Head of 
Cyber & Executive Risk

• Joined Beazley in 2006 as an actuary within 

Speciality Lines

• Became Group Actuary in 2014 and was 

appointed to the board as Finance Director in May 

2019

• Qualified as a general insurance actuary with LCP 

in 2004

• Joined Beazley in 2001 and was appointed to the 

board in 2010

• Has over 25 years of insurance experience and 

was appointed Head of Specialty Lines in 2008 

before taking up his current role on 1 January 

2019 
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Jerry Sullivan  – Chair 
of the US Management 

Committee

Lou Ann Layton - Head 
of Broker Relations and 

Marketing Designate



Overview of Beazley Group

• Beazley Group is a global specialist insurance businesses with operations in Lloyd’s, Europe, Asia, 

Canada and the US

• Beazley Group underwrites at Lloyd’s of London and through its own insurance entities

• Beazley Group underwrite at Lloyd’s via:

• Syndicates 2623 and 623 - broad range of insurance and reinsurance business worldwide

• Syndicate 3623 - focuses on personal accident and sport insurance along with providing 

reinsurance to Beazley Insurance Company, Inc., Beazley Group’s admitted carrier and, from 

2018, facilities business

• 3622 - a dedicated life syndicate

• 5623 – writing facilities ceded from syndicate 3623 in which Beazley participates through a 

corporate member in the 2018 YOA 

• Beazley Group also manages special purpose syndicates 6050 & 6107 on behalf of 3rd party capital 

providers

• Beazley Group also underwrites business directly in:

• the US admitted market through admitted carriers Beazley Insurance Company, Inc. (licensed 

to write in all 50 states) and Beazley America Insurance Company (recently set up to begin 

underwriting in Q3 19)

• Germany, France, Spain and the UK via Beazley Insurance DAC, our Irish regulated insurance 

entity
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Beazley Group track record

• Outstanding financial track record, growing the business in a disciplined manner across the cycle

• Posted a combined ratio of 99% even in the worst catastrophe years in recent memory (2011 & 

2017)

• The combined syndicates have consistently returned a profit in every closed year of account since 

inception in 1986

• Consistent dividend growth year on year of between 5% to 10% per annum

• Has a disciplined approach to underwriting and a conservative asset portfolio
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Beazley Group has a diversified product offering globally
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Total Gross Written Premiums: $2,615.3mTotal Gross Written Premiums: $2,021.8m

Note 1: “PAC” – Political Accident and Contingency; “CyEx” – Cyber & Executive Risk

1
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Beazley Group has delivered continuous long term growth 
in GWP
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2019HY: Strong premium growth

• Gross premiums written increased by 12% to $1,483.6m (30 June 2018: $1,323.8m)

• Profit before income tax of $166.4m (30 June 2018: $57.5m)

• Combined ratio 100% (30 June 2018: 95%)

• Rate change on renewal business 5% (30 June 2018: 3%)

• Prior year reserve releases of $3.4m (30 June 2018: $48.1m) 

• Investment income of $170.3m (30 June 2018: $8.0m)

• Annualised return on equity of 19% (30 June 2018: 6%)

• Interim dividend up 5% to 4.1p (30 June 2018: 3.9p)

11



• Growth across all platforms

• Specialty lines split into specialty lines and cyber and executive risk

• Management changes:

• Martin Bride succeeded by Sally Lake

• Mark Bernacki succeeded by Richard Montminy

• Claims experience has been elevated in discrete areas 

• Pockets of US liability within Speciality Lines (SL) and Cyber & Executive Risk 
(CyEx), particularly in healthcare and Directors & Officers liabilities (D&O)

• Loss creep on certain catastrophes

• Aggregate excess of loss policies

• US trucking

• Pricing discipline and rate rises continue

• Strategic initiatives focused on:

• Leveraging technology for efficiency

• Improving customer experience 

• Beazley smart tracker (syndicate 5623) proof of concept started successfully in 2018

Business update

12



Growth and profit in challenging conditions

6 months 
ended   

30 June 2019

6 months 
ended   

30 June 2018

Year ended 
31 December 

2018

Year ended 
31 December 

2017

Gross premiums written ($m) 1,483.6
(+12% YOY)

1,323.8 2,615.3
(+12% YOY)

2,343.8

Net premiums written ($m) 1,225.5   
(+11% YOY)

1,105.3 2,248.5
(+14% YOY)

1,978.8

Net earned premiums ($m) 1,118.0   
(+13% YOY)

990.2 2,084.6
(+12% YOY)

1,869.4

Profit before income tax ($m) 166.4 
(+189% YOY)

57.5 76.4
(-55% YOY)

168.0

Earnings per share (US cents) 26.4 9.1 13.0 25.0

Dividend per share (pence) 4.1 3.9 11.7                         11.1

Net assets per share (US cents) 295.4 281.3 280.4                         287.1

Tangible net assets per share 

(US cents)

272.4 256.2 256.2 261.6

13
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Whole account reserve strength within our target range
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Cash and Cash 
Equivalents

6.7%

Government
Quasi 

Government
Supranational

27.9%

Investment 
Grade Credit

50.0%

Other Credit, 0.7%

Senior Secured Loans, 2.6%

Equity Funds, 1.7%

Hedge Funds, 6.7%

Illiquid Credit Assets, 3.7%

Beazley Group portfolio mix - minor changes to optimise 
portfolio during 2019HY
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Cash and Cash 
Equivalents

5.7%

Government
Quasi

Government
Supranational

31.8%

Investment 
Grade Credit

47.7%

Other Credit, 2.9%

Equity Funds, 2.2%

Hedge Funds, 5.5%

Illiquid Credit Assets, 4.2%

30 June 2019 31 December 2018



Strong investment return during 2019HY
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Outlook

• Continued double digit growth

• Locally underwritten US premium across SL, CyEx, Property and Marine

• Cyber demand continues to increase and GDPR comes to Europe

• SL international business

• Expect combined ratio in the high nineties for 2019

• Expect investment return to follow running yield of 2.4%

• Beazley supportive of Lloyd’s of London’s “Future of Lloyd’s” initiatives

• Pricing discipline and rate rises continue

• Continue to invest in and leverage digital technology 

• Continue our organic growth and hiring of top talent

• All of Beazley’s pre-Brexit preparation is on track

20
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The Beazley Insurance DAC board

22

• Joined Beazley Insurance in 2012 from HSBC 

Reinsurance where he was Chief Executive 

Officer

• Prior to that held various senior financial roles 

in Aviva, Barclays, GE Capital and EY

• A Fellow of the Institute of Chartered 

Accountants in Ireland

Ed McGivney –
General Manager

Catherine Woods –
Chair*

• Appointed to the Board in July 2015

• Is also a Senior Independent Non-Executive 

Director of Allied Irish Banks plc and Chairman 

of the Audit Committee and a member of the 

Risk Committee

Ian Stuart - Non-
Executive Director and 

Chair of the Audit 
Committee

• Appointed to the Board in February 2012

• Is also Non-Executive Chairman of Zurich 

Assurance Limited in the UK

• Is a Chartered Accountant with over 30 years 

experience in the insurance industry in Ireland 

and the UK

Pierre Olivier Desaulle -
Non-Executive Director 
and Chair of the Risk & 
Compliance Committee 

• Appointed to the Board in November 2017

• was previously CEO of Hiscox Europe and a 

member of the Hiscox Group Executive 

Committee .

• Based in Paris and is involved in the French 

business start-up scene and set-up his own 

venture in 2017 (SafeAround).

Note: * Also a member of the Beazley plc board Karl Murphy

• Appointed to the Board in July 2018

• was previously Managing Director in Towers 

Watson leading the UK non Life actuarial team.

• Is also non executive with Covea and with two 

Enstar group entities

Andrew Horton - Non-
Executive Director and 

Group CEO*

Sally Lake – Executive 
Director and Group 

CFO*

• Joined Beazley in June 2003 as Finance Director 

and was appointed as Group CEO in 2009

• Prior to that held various financial positions within 

ING, NatWest and Lloyds Bank

• Qualified as a chartered accountant with Coopers 

and Lybrand in 1987

• Joined Beazley in 2006 as an actuary within 

Speciality Lines

• Became Group Actuary in 2014 and was 

appointed to the board as Finance Director in May 

2019

• Qualified as a general insurance actuary with LCP 

in 2004
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Beazley Group structure

$250m Tier 2 
Nov-26 

£75m retail 
senior bond 

Sep-19 



Beazley Insurance DAC in the context of the Group

• Is the main regulated operating entity of the Group with oversight from the Central Bank of Ireland 

(CBI)

• Authorised in July 2017 by the CBI to write direct non-life insurance business in the EEA supporting 

the Group’s ability to grow and develop its European business in SL & CyEx and leveraging the 

Group’s existing underwriting capabilities

• Holds the capital for the Group, with a strong balance sheet and a large amount of marketable / 

liquid assets

• Provides capital to support the underwriting activities of its sister company, Beazley Underwriting 

Ltd in the Lloyd’s market by way of $994.3m of funds at Lloyd’s deposits as at 31 December 2018

• Reinsures and indemnifies Beazley Underwriting Ltd via an aggregate excess of loss (XoL) 

reinsurance agreement in respect of 75% of the declared result over $4m (loss/profit) of Beazley 

Underwriting Ltd’s participation in Lloyd’s syndicates 2623 and 3623

• Is the largest part of the Group with net assets of $1,086.6m compared to Group net assets of 

$1,466.9m at 31 December 2018, while reporting ~64% of the Group’s earnings in its income 

statement as at 31 December 2018

• In November 2016 Beazley Insurance DAC issued $250m Tier 2 subordinated notes due 2026 at a 

coupon of 5.875%

24



Beazley Insurance DAC summary financials
Year ended 

31 December 
20181

Year ended 
31 December 

2018 
(Pro-forma 
2017 basis)

Year ended 
31 December 

2017

Gross premiums written ($m) 104.6 1,366.7 1,411.6

Net earned premiums ($m) 99.0 1,354.5 1,334.0

Total technical revenue ($m) 130.1 1,408.8 1,466.7

Profit before income tax ($m) 49.0 49.0 95.8

Profit after income tax ($m) 43.8 43.8 85.4

Total Assets ($m) 1,562.6 4,239.1 4,234.2

Total Liabilities ($m) 476.0 3,152.5 3,113.4

Shareholders’ funds attributable to equity 

interests ($m)
1,086.6 1,086.6 1,120.8

25

Note 1: During the year, the reinsurance contracts in place with Beazley Underwriting Limited were endorsed with amended terms in relation to 
profit retention and excess of loss. Under the new contracts, a single premium or claim balance is recognised under each contract if at the 

reporting date the underlying result of the syndicates is a profit or a loss (subject to excesses). In this regard, the 2018 figures may not be 
directly comparable to prior year comparatives on a line by line basis.



Beazley Insurance DAC portfolio mix 

31 December 2018 31 December 2017

Cash and Cash 
Equivalents, 1.8%

Government
Quasi

Government
Supranational

30.7%

Investment
Grade Credit

56.8%

Other Credit, 0.4%

Equity Funds, 6.4%

Hedge Funds, 3.9%
Cash and Cash 

Equivalents, 0.5%

Government 
Quasi 

Government 
Supranational, 

27.2%

Investment 
Grade Credit, 

64.4%

Other Credit, 0.7%

Equity Funds, 3.8%

Hedge Funds, 3.5%
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Beazley Insurance DAC concentration of credit risk

27

Tier 1
$826.1m

Tier 2
$273.4m

31 December 2018 31 December 2017

Tier 1
$867.8m

Tier 2
$428.3m

A.M. Best Moody’s S&P

Tier 1 A++ to A- Aaa to A3 AAA to A-

Tier 2 B++ to B- Baa1 to Ba3 BBB+ to BB-

Tier 3 C++ to C- B1 to Caa B+ to CCC

Tier 4 D, E, F, S Ca to C R,(U,S)3

Total = $1,296.1m Total = $1,099.5m

Fixed and floating rate debt securities
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Capital position remains strong

Projected 
31 Dec 2019

$m

Year Ended 
31 Dec 2018

$m

Lloyd’s economic capital requirement 
(ECR)

1,745.7 1,594.5

Capital for US insurance company 173.4 173.4

1,919.1 1,767.9

• Group capital requirement:

• At of 30 June 2019 the Group had a surplus Solvency II capital position of 19% of the Beazley 
Syndicates’ projected ECR, which is within our target range of 15% to 25%

• Our medium term guidance remains for double digit growth in underwriting capital & premiums

• $225m LOC facility has been renewed and remains unutilised

• Proposed debt issuance follows call of $18m subordinated debt in 2018 and the redemption of the 
£75m retail bond in September 2019

29



Well capitalised and highly resilient to external shocks

• Beazley plc and Beazley Insurance DAC are subject to a capital requirement under 
Solvency II calculated by the Group’s internal model, which has been approved by 
the CBI

• The estimated Solvency II sensitivities as of 31 December 2018 to significant changes 
in market conditions are as follows:

30

Solvency II Ratio Sensitivities Beazley plc 
(Group)

Beazley 
Insurance DAC

1-in-30yr US windstorm 187%
(-15ppts)

230%
(-17ppts)

1-in-20yr deterioration for Speciality Lines 148%
(-54ppts)

188%
(-59ppts)

Increase in interest rates to 4% across all maturities 

and currencies 

171%
(-31ppts)

230%
(-17ppts)

Solvency II Ratio Year Ended   
31 Dec 2018

Year Ended 
31 Dec 2017

Beazley plc (Group) 202% 223%

Beazley Insurance DAC 247% 246%

• As at 30 Jun 2019, Beazley Insurance DAC’s Solvency II Ratio stood at 232%.  



Beazley’s reinsurance strategy

31

Key Principles:

• Focused on protecting capital and supporting the underwriting strategy

• Aligned with our risk appetite

• Broad, long-term relationships with key reinsurers

• Continue to build upon, and diversify, our strategic reinsurer relationships

• Composite purchasing where there are opportunities to improve efficiency

• Supporting newer or challenged classes of business with reinsurance as a temporary measure 
where it helps to bridge to a more sustainable long-term picture

Managing Reinsurer Security:

• Reinsurance contracts must be placed with reinsurers with acceptable security ratings 

• The maximum allowable exposure set by the Reinsurance Security Committee, with all reinsurers 
currently within their allowance

• Continue to use syndicate 6107 to support classes of business where we are able to manufacture 
more than we can retain on our own balance sheet



‘A+’ IFS Rating obtained from Fitch Ratings (April 2019)

32

Beazley Insurance DAC

Insurer Financial Strength (IFS) Rating ‘A+’ Stable Outlook

Long-term Issuer Default Rating (IDR) ‘A’ Stable Outlook

Beazley plc

Long-term Issuer Default Rating (IDR) ‘A’ Stable Outlook

“The affirmation reflects Beazley's very strong capitalisation and financial performance, strong
business profile and conservative approach to reserving.”

“Beazley has a strong history of profitability, consistently reporting profits despite poor investment
performance in 2018 and severe natural catastrophe losses in 2011, 2017 and 2018.”

“Fitch believes that Beazley's reserve adequacy is very strong and will continue to contribute to 
technical profitability.”

“Beazley's score in Fitch's Prism Factor-Based Model, which measures capitalisation strength, was
unchanged at the high-end of 'Very Strong' at end-2018. Fitch expects capitalisation to remain
supportive of Beazley's ratings, reflecting the group's strong underwriting performance and limited
asset risk. Beazley's financial leverage stood at 19% in 2018 (2017: 20%), which Fitch views as
low and supportive of the ratings.”

Source: Press release statement released by Fitch Ratings dated 16 April 2019
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Beazley Insurance dac reinsures 
and provides capital to support the 
underwriting activities of Beazley 
Underwriting Limited in the Lloyd’s 
market. The company also writes  
non-life insurance through its  
European branch network.
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Gross premiums written

$43.8m
(2018: $104.6m)

Profit after tax for the financial year

$187.9m
(2018: $43.8m)

Earned premiums, net of reinsurance 

$26.3m
(2018: $99.0m)

Net investment income

$114.0m
(2018: $29.7m)

Cash and investments 

$1,751.1m
(2018: $1,420.5m)

Highlights
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Report of the directors

The directors submit their report, together with the financial statements of the company for the year ended 31 December 2019.

Principal activities and business review
In July 2017 the company received authorisation from the Central Bank of Ireland to convert from a reinsurance company into 
a non-life insurance company permitted to transact business throughout the European Union. To that end the company was 
renamed Beazley Insurance dac. The company operates a branch network in the United Kingdom, France, Germany, Spain and 
Switzerland and operates across Europe on a freedom of services basis. 

Through 2019, the company continued to invest in and develop its business across Europe. The company underwrote its first risks 
across a number of new classes of business including $7.2m in Property Treaty business from our Munich office. The company 
also underwrote its first risks through Beazley’s e-trading platform, MyBeazley. Premiums from the company’s non-life insurance 
and reinsurance business carried out through its branches grew from $8.2m in 2018 to $43.8m in 2019. The company expanded 
its branch network by obtaining authorisation from FINMA and the Central Bank of Ireland to open a Swiss branch in November 
2019. The company underwrote its first risks through the Swiss branch in December 2019. 

The company also continues to act as an intra-group reinsurer and provides capital to support the underwriting activities 
of its sister company, Beazley Underwriting Limited. Beazley Underwriting Limited is a Lloyd’s of London corporate member. 
It participates in the Lloyd’s insurance market on a limited liability basis through syndicates 2623, 3622 and 3623. Beazley 
Underwriting Limited cedes 75% of the final declared result (less a retention of $4m) of its participation in syndicates 2623 and 
3623 to the company. In the event that the declared result is a loss, the extent of the reinsurance is limited to the loss in excess 
of $4m not exceeding 75% of the Funds at Lloyd’s. 

The company also has a credit facility agreement with Beazley Underwriting Limited. Under this agreement, the company provides 
25% of Beazley Underwriting Limited’s total required Funds at Lloyd’s, subject to a minimum amount as defined by the agreement 
on an annual basis. 

In September 2019, the company issued $300m additional subordinated debt due in 2029 to support the growth of the business. 
This debt is listed on the London Stock Exchange. Annual interest, at a fixed rate of 5.5% is payable each year on this debt.

Future developments in the business
The reinsurance contract for 2020 was signed by the company and Beazley Underwriting Limited on 10 December 2019. 
The company will seek to grow and expand its new non-life insurance/reinsurance business across Europe through the launch 
of new products and additional underwriting capability through our expanded branch network. The company has applied to the 
PRA for authorisation of its UK branch as a third country branch, due to Brexit. The company has been registered under the PRA’s 
temporary permissions regime until such time as the application process has been completed. The company is also looking to 
enter into a limited number of delegated underwriting agreements in 2020 as it continues to expand its underwriting capability  
in Europe.

Principal risks and uncertainties
Due to the nature of its activities, the principal risks and uncertainties of the company are aligned with those of ‘Beazley plc’ 
(the group) and include:
•	Insurance risk
•	Asset risk
•	Operational risk
•	Liquidity risk
•	Credit risk
•	Group risk
•	Regulatory and legal risk
•	Strategic risk

Brexit has been considered as part of the above risks. The company also continues to consider the impact of the recent COVID-19 
outbreak and subsequent financial market volatility across the above risk categories. 

The group operates a risk management framework, within which risk appetite is defined, risks assumed are identified and 
managed and key controls are implemented and monitored. Additional information in relation to the company’s risk management 
objectives and policies is included in note 2 of the financial statements.
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Key performance indicators (‘KPIs’)	
Profit before tax was $213.7m (2018: $49.0m). Return on equity for the year was 17% (2018: 4%). The company has seen 
premiums from its non-life insurance and reinsurance business carried out through its branches grow from $8.2m in 2018 
to $43.8m in 2019 and we anticipate further growth in 2020. The company increased its product offering and underwriting 
capability through its expanded branch network. The company maintained a strong capital position throughout 2019, with an 
SCR coverage ratio of 240% as at 31 December 2019. The company had net investment income of $114.0m (2018: $29.7m) and 
a claims ratio on its direct insurance/reinsurance business of 60% (2018: 68%).

Results and dividends
The result for the year is shown on the profit or loss account on pages 10 and 11. The company paid £75m ($96.6m) of dividends 
in 2019, being £75m per share, dividends in 2019 (2018: £56.7m ($78.0m)) to its sole shareholder Beazley Ireland Holdings plc.

Directors
The names of the persons who were directors at any time during the year ended 31 December 2019 are set out below:
Director

D A Horton (British) (Non-executive)
M L Bride (French) (Resigned 20 May 2019)
P O DeSaulle (French) (Independent non-executive)
S M Lake (British) (Appointed 20 May 2019)
E J McGivney
K P Murphy (Independent non-executive)
I C Stuart (Independent non-executive)
C M Woods (Independent non-executive chairperson)

Directors and secretary and their interests
The directors and secretary who held office at 31 December 2019 had no interests greater than 1% in the shares of, or 
debentures or loan stock of, the company or group companies at the beginning (or date of appointment, if later) or end of the year.

Statement of directors’ responsibilities
The directors are responsible for preparing the report of the directors’ and the financial statements in accordance with applicable 
law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law they have elected to 
prepare the financial statements in accordance with FRS 102 The Financial Reporting Standard applicable in the UK and Republic 
of Ireland and FRS 103 Insurance contracts.

Under company law the directors must not approve the financial statements unless they are satisfied that they give a true and 
fair view of the assets, liabilities and financial position of the company and of its profit or loss for that year.

In preparing these financial statements, the directors are required to:
•	select suitable accounting policies and then apply them consistently;
•	make judgments and estimates that are reasonable and prudent; 
•	state whether applicable Accounting Standards have been followed, subject to any material departures disclosed and  

explained in the financial statements;
•	assess the company’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern; and
•	use 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.

In assessing the company’s ability to continue as a going concern, the directors have considered the company’s capital position, 
business plans, cash flow and liquidity, and broader external and internal business factors. The directors are satisfied that the 
assessment of the company as a going concern is reasonable.

The directors are responsible for keeping adequate accounting records which disclose with reasonable accuracy at any time the 
assets, liabilities, financial position and profit or loss of the company and enable them to ensure that the financial statements 
comply with the Companies Act 2014 and the European Union (Insurance Undertakings: Financial Statements) Regulations 2015. 
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Report of the directors continued

Statement of directors’ responsibilities continued
They are responsible for such internal controls as they determine is necessary to enable the preparation of financial statements 
that are free from material misstatement, whether due to fraud or error, and have general responsibility for taking such steps as 
are reasonably open to them to safeguard the assets of the company and to prevent and detect fraud and other irregularities. 
The directors are also responsible for preparing a directors’ report that complies with the requirements of the Companies Act 
2014. As required by Section 325 of the Companies Act 2014 (the ‘2014 Act’), the company confirms that it has established 
an audit committee, which assists the board in carrying out its oversight and control obligations.

Relevant audit information
We confirm that to the best of our knowledge:
•	so far as the directors are aware, there is no relevant audit information of which the company’s statutory auditors are unaware; 

and
•	the directors have taken all the steps that he or she ought to have taken as a director in order to make himself/herself aware 

of any relevant audit information and to establish that the company’s statutory auditors are aware of that information.

Statement of directors’ compliance
The directors of the company acknowledge that they are responsible for securing the company’s compliance with its relevant 
obligations (as defined in the 2014 Act) and, as required by Section 225 of the 2014 Act.
 
The directors confirm that:
•	a compliance policy statement setting out the company’s policies with regard to complying with the relevant obligations under 

the 2014 Act has been prepared;
•	arrangements and structures have been put in place that they consider sufficient to secure material compliance with the 

company’s relevant obligations; and
•	a review of the arrangements and structures has been conducted during the financial year to which this directors’ report relates.

Accounting records
The directors believe that they have complied with the requirements of sections 281 to 285 of the Companies Act, 2014 with regard 
to books of account by employing accounting personnel with appropriate expertise and by providing adequate resources to the 
financial function. The books of account of the company are maintained at 2 Northwood Avenue, Santry, Dublin 9 (D09 X5N9). 

Political donations
The company made no political donations during the financial year ending 31 December 2019 or 31 December 2018; neither 
above or below €200.

Central Bank of Ireland Corporate Governance Code
The company is subject to the Corporate Governance Requirements for Insurance Undertakings issued by the Central Bank 
of Ireland. The company is not required to comply with the additional requirements for major institutions.

Post balance sheet events
The company continues to monitor and respond to the global COVID-19 outbreak. While significant uncertainty exists as to the 
full extent of the impact of this outbreak on the company, the main impacts are expected to relate to the company’s reinsurance 
contracts with Beazley Underwriting Limited and the company’s investment portfolio. The company’s investment portfolio at 
31 December 2019 was heavily weighted toward government issued and investment grade corporate debt, however the company 
took further action throughout the first quarter of 2020 to reduce its exposures to equities and to lengthen the duration of the 
investment portfolio as a whole. 

From an operational perspective, the group and the company boards have invested significantly in the resilience of the Beazley 
workforce, ensuring they can all work remotely and are able to be flexible about how, when and where they work. Since the 
outbreak of COVID-19 the group and company have spent time confirming the level of preparedness with both staff and 
stakeholders. The group and company boards continue to monitor the situation and are able to activate continuity plans at 
short notice.
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Post balance sheet events continued
The company is of the view that as the events likely to impact the company’s business did not exist at the end of the reporting 
period, these events are non-adjusting post balance sheet events for the purposes of these financial statements and thus no 
adjustment has been made in the financial statements for the year ended 31 December 2019.

Auditor
At a general meeting of the company on 25 June 2019, it was resolved that Ernst and Young be appointed as auditor as of the 
financial year 2019. This followed a selection procedure in accordance with Article 16(3) of Regulation (EU) No 537/2014 in 
respect of the appointment of the audit firm.

On behalf of the Board

Catherine Woods		  Ed McGivney
Director			   Director

2 April 2020
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Opinion  

We have audited the financial statements of Beazley Insurance dac (‘the Company’) for the year ended 31 
December 2019, which comprise the Profit and Loss account, the Balance Sheet, the Statement of Changes in 
Equity, and notes to the Financial Statements, including the summary of significant accounting policies set out in 
note 1. The financial reporting framework that has been applied in their preparation is Irish Law and Accounting 
Standards including FRS 102 ‘The Financial Reporting Standard applicable in the UK and Republic of Ireland’ 
and FRS 103 ‘Insurance Contracts’ (Generally Accepted Accounting Practice in Ireland). 

In our opinion the financial statements: 

• give a true and fair view of the assets, liabilities and financial position of the Company as at 31 
December 2019 and of its profit for the year then ended;  

• have been properly prepared in accordance with Generally Accepted Accounting Practice in Ireland; and 

• have been properly prepared in accordance with the requirements of the Companies Act 2014. 

 

Basis for opinion 

We conducted our audit in accordance with International Standards on Auditing (Ireland) (ISAs (Ireland)) and 
applicable law. Our responsibilities under those standards are further described in the Auditor's Responsibilities 
for the Audit of the Financial Statements section of our report. We are independent of the Company in 
accordance with ethical requirements that are relevant to our audit of financial statements in Ireland, including the 
Ethical Standard as applied to public interest entities issued by the Irish Auditing and Accounting Supervisory 
Authority (IAASA), 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.  

 

Conclusions relating to going concern  

We have nothing to report in respect of the following matters, in relation to which ISAs (Ireland) require us to 

report to you where:  

• the directors’ use of the going concern basis of accounting in the preparation of the financial statements 
is not appropriate; or 

• the directors have not disclosed in the financial statements 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 financial statements are 
authorised for issue. 

 

Key audit matters  

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of 

the financial statements of the current period and include the most significant assessed risks of material 

misstatement (whether or not due to fraud) that we identified, including those which had the greatest effect on: 

the overall audit strategy, the allocation of resources in the audit; and directing the efforts of the engagement 
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team. These matters were addressed in the context of our audit of the financial statements as a whole, and in 

forming our opinion thereon, and we do not provide a separate opinion on these matters.  

Risk Our response to the risk Key observations communicated  
to the Audit Committee  

Accounting for reinsurance 
result in line with treaty 
arrangements 

- Net insurance claims: ($126.9m) 
 

Refer to the Accounting policies on 
page 15.  

Due to the nature of the entity, 
premiums written are recorded 
based on the declared result from 
the syndicates. The results of the 
Company are dependent on 
calculations of the BUL financial 
reporting, in line with the treaty 
terms.  

There is a risk of errors in these 
calculations of reported results 
which could lead to a misstatement 
of premiums (net of commissions) 
or claims on the reinsurance 
business.  

To obtain sufficient audit evidence 
to conclude on the accounting for 
the reinsurance treaty we: 

- obtained an understanding of the 
internal control framework around 
these, and tested the effectiveness 
of relevant controls in place; 

- obtained an understanding of the 
terms of the reinsurance treaty with 
BUL; and  

- tested the calculation of the 
financial results for the reinsurance 
business, including testing the data 
inputs from BUL. 

We completed our planned 
procedures and have no material 
matters to report.   
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Risk Our response to the risk Key observations communicated  
to the Audit Committee  

Valuation of claims liabilities  
- Gross claims liabilities: $57.4m 
Net claims liabilities: $54m 
 

Refer to the Accounting policies on 
page 15.  

Gross and net claims liabilities are 
inherently uncertain and subjective 
in nature, and therefore subject to a 
greater degree of risk of 
misstatement than other balances.  

The assumptions deriving IBNR 
involve a significant degree of 
expert judgement in setting 
Management’s estimates. In 
addition loss reserve estimates for 
certain classes of business can be 
based on limited data.  

To address the risk within the 
valuation of claims liabilities, we: 

- Obtained an understanding and 
tested the design and operating 
effectiveness of key controls over 
management’s process in respect 
of the valuation of claims liabilities 
on a gross and net of reinsurance 
basis including the setting and 
updating of actuarial assumptions 

- Assessed and challenged the 
reserving methodology on both a 
gross and net of reinsurance basis 
including comparing the reserving 
methodology with industry practice. 

- Performed independent re-
projections of IBNR applying our 
own assumptions, on a sample 
basis 

- Challenged and assessed 
whether the key assumptions 
applied to key areas of 
uncertainties were appropriate 
based on our knowledge of the 
Group, industry practice and 
regulatory and financial reporting 
requirements.  

We completed our planned 
procedures and have no material 
matters to report. 

 

Our application of materiality  

We apply the concept of materiality in planning and performing the audit, in evaluating the effect of identified 
misstatements on the audit and in forming our audit opinion.   

Materiality 

Materiality is the magnitude of an omission or misstatement that, individually or in the aggregate, could 

reasonably be expected to influence the economic decisions of the users of the financial statements. Materiality 

provides a basis for determining the nature and extent of our audit procedures. 

We determined materiality for the Company to be $10.7 million, which is 5% of pre tax income. We believe that 

pre tax income provides us with a consistent year on year basis for determining materiality and is the most 

relevant performance measure to the stakeholders of the entity. 
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Performance materiality 

Performance materiality is the application of materiality at the individual account or balance level. It is set at an 

amount to reduce to an appropriately low level the probability that the aggregate of uncorrected and undetected 

misstatements exceeds materiality. 

On the basis of our risk assessments, together with our assessment of the Company’s overall control 
environment, our judgement was that performance materiality was 50% of our planning materiality, namely $5.3 
million. We have set performance materiality at this percentage to take into account the nature of the industry in 
which the Company operates. 

Reporting threshold 

Reporting threshold is the amount below which identified misstatements are considered as being clearly trivial. 

We agreed with Audit Committee that we would report to them all uncorrected audit differences in excess of $0.5 

million, which is set at 5% of planning materiality, as well as differences below that threshold that, in our view, 

warranted reporting on qualitative grounds.   

We evaluate any uncorrected misstatements against both the quantitative measures of materiality discussed 

above and in light of other relevant qualitative considerations in forming our opinion. 

An overview of the scope of our audit report 

Tailoring the scope 

Our assessment of audit risk, our evaluation of materiality and our allocation of performance materiality determine 
our audit scope for the Company. This enables us to form an opinion on the financial statements. We take into 
account size, risk profile, the organisation of the Company and effectiveness of controls, including controls and 
changes in the business environment when assessing the level of work to be performed.  

Other information 

The directors are responsible for the other information. The other information comprises the information included 
in the Report of the Directors and Directors’ Responsibilities Statement. Our opinion on the financial statements 
does not cover the other information and, except to the extent otherwise explicitly stated in our report, we do not 
express any form of assurance conclusion thereon.  

In connection with our audit of the financial statements, our responsibility is to read the other information and, in 
doing so, consider whether the other information is materially inconsistent with the financial statements 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 financial statements 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. 

Opinions on other matters prescribed by the Companies Act 2014 

Based solely on the work undertaken in the course of the audit, we report that:  

• in our opinion, the information given in the directors’ report is consistent with the financial statements; 
and  
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• in our opinion, the directors’ report has been prepared in accordance with the Companies Act 2014. 

We have obtained all the information and explanations which we consider necessary for the purposes of our 
audit. 

In our opinion the accounting records of the Company were sufficient to permit the financial statements to be 
readily and properly audited and the financial statements are in agreement with the accounting records. 

Matters on which we are required to report by exception 

Based on the knowledge and understanding of the Company and its environment obtained in the course of the 
audit, we have not identified material misstatements in the directors' report. 

The Companies Act 2014 requires us to report to you if, in our opinion, the disclosures of directors’ remuneration 
and transactions required by sections 305 to 312 of the Act are not made.  

We have nothing to report in this regard.  

Respective responsibilities 

Responsibilities of directors for the financial statements  

As explained more fully in the statement of directors’ responsibilities set on page 3, the directors are responsible 
for the preparation of the financial statements and for being satisfied that they give a true and fair view, and for 
such internal control as they determine is necessary to enable the preparation of financial statements that are 
free from material misstatement, whether due to fraud or error.  

In preparing the financial statements, the directors are responsible for 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 management either intends to liquidate the Company or to cease operations, 
or has no realistic alternative but to do so. 

Auditor’s responsibilities for the audit of the financial statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our 
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 
accordance with ISAs (Ireland) 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 economic decisions of users taken on the basis of these financial statements.  

The objectives of our audit, in respect to fraud, are; to identify and assess the risks of material misstatement of 
the financial statements due to fraud; to obtain sufficient appropriate audit evidence regarding the assessed risks 
of material misstatement due to fraud, through designing and implementing appropriate responses; and to 
respond appropriately to fraud or suspected fraud identified during the audit. However, the primary responsibility 
for the prevention and detection of fraud rests with both those charged with governance of the entity and 
management.  

Our approach was as follows:  
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• We obtained an understanding of the legal and regulatory frameworks that are applicable to the 
Company and determined that the most significant are Generally Accepted Accounting Practice in 
Ireland including FRS 102 ‘The Financial Reporting Standard applicable in the UK and Republic of 
Ireland’ and FRS 103 ‘Insurance Contracts’, the Companies Act 2014 and the EU (Insurance and 
Reinsurance) Regulations 2015 (the Solvency II Directive). 

• We understood how the Company is complying with those frameworks by making enquiries of 
Management, internal audit, and those responsible for legal and compliance procedures. We 
corroborated our enquiries through our examination of board minutes, papers provided to the Audit and 
Risk Committees and correspondence with regulatory bodies. 

• We assessed the susceptibility of the Company’s financial statements to material misstatement, 
including how fraud might occur by including through enquiries of Management to determine whether 
they have knowledge of any actual, suspected or alleged fraud affecting the entity. Where this risk was 
considered to be higher, we performed audit procedures to address each identified fraud risk. These 
procedures included testing manual journals and were designed to provide reasonable assurance that 
the financial statements were free from fraud or error. 

• Based on this understanding we designed our audit procedures to identify non-compliance with such 
laws and regulations. Our procedures included an examination of board minutes to identify any non-
compliance with laws and regulations, an examination of the reporting to the Audit Committee on 
compliance with regulations and enquiries of Management. 

• The Company operates in the insurance industry which is a highly regulated environment. As such, the 
Audit Engagement Partner considered the experience and expertise of the engagement team to ensure 
that the team had the appropriate competence and capabilities, which included the use of experts where 
appropriate. 

• As the insurance industry is highly regulated, we have obtained an understanding of the regulations and 
the potential impact on the Company and in assessing the control environment we have considered the 
compliance by the Company with these regulations as part of our audit procedures, which included an 
examination of correspondence with regulatory bodies. 

A further description of our responsibilities for the audit of the financial statements is located on the IAASA's 
website at: http://www.iaasa.ie/getmedia/b2389013-1cf6-458b-9b8f-
a98202dc9c3a/Description_of_auditors_responsibilities_for_audit.pdf.  

This description forms part of our auditor's report. 

Other matters which we are required to address 

We were appointed by the Board of Directors in August 2019 to audit the financial statements for the period 
ending 31 December 2019 and subsequent financial periods. The period of total uninterrupted engagement 
including previous renewals and reappointments of the firm is 1 year. 

No non-audit services prohibited by IAASA’s Ethical Standard were provided to the Company and we remain 
independent of the Company in conducting our audit. 

Our audit opinion is consistent with the additional report to the Audit Committee. 

 

 

 

http://www.iaasa.ie/getmedia/b2389013-1cf6-458b-9b8f-a98202dc9c3a/Description_of_auditors_responsibilities_for_audit.pdf
http://www.iaasa.ie/getmedia/b2389013-1cf6-458b-9b8f-a98202dc9c3a/Description_of_auditors_responsibilities_for_audit.pdf
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The purpose of our audit work and to whom we owe our responsibilities 

Our report is made solely to the Company’s members, as a body, in accordance with section 391 of the 
Companies Act 2014. Our audit work has been undertaken so that we might state to the Company’s members 
those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest 
extent permitted by law, we do not accept or assume responsibility to anyone other than the Company and the 
Company’s members, as a body, for our audit work, for this report, or for the opinion we have formed. 

 

Ciara McKenna 
for and on behalf of 
Ernst & Young  

Chartered Accountants and Statutory Audit Firm 

Office: Dublin 

Date: 7 April 2020 



Profit or loss account
for the year ended 31 December 2019

Technical account – non-life insurance business

Notes
2019

$m
2018

$m

Gross premiums written 3 43.8 104.6
Written premiums ceded to reinsurers (8.1) (1.1)
Net premiums written 35.7 103.5

Change in the gross provision for unearned premiums 13 (12.8) (5.1)
Reinsurer’s share of change in the provision for unearned premium 13 3.4 0.6
Change in net provision for unearned premiums (9.4) (4.5)

Net earned premiums 3 26.3 99.0

Allocated investment return transferred from the non-technical account 4 116.3 31.1

Revenue 142.6 130.1

Gross claims paid – –
Reinsurers’ share of claims paid – –
Claims paid net of reinsurance – –

Change in gross provision for claims 13 108.2 (34.2)
Reinsurer’s share of change in provision for claims 13 2.9 0.4
Change in the net provision for claims 111.1 (33.8)

Claims incurred net of reinsurance 111.1 (33.8)

Net operating expenses 5 (16.5) (18.7)

Investment charges transferred from the non-technical account 4 (2.3) (1.4)

Balance on the technical account 234.9 76.2
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Profit or loss account continued
for the year ended 31 December 2019

Non-technical account

Notes
2019

$m
2018

$m

Investment income 4 116.3 31.1

Allocated investment return transferred to the non-life technical account (116.3) (31.1)

Investment expenses 4 (2.3) (1.4)

Allocated investment expenses transferred to the non-life technical account 2.3 1.4

Finance costs (20.0) (14.9)

Loss on foreign exchange (1.2) (12.3)

Profit on ordinary activities before taxation 213.7 49.0

Tax on profit on ordinary activities 7 (25.8) (5.2)

Profit for the financial year 187.9 43.8

The company’s operating activities all relate to continuing operations. 

The notes on pages 15 to 36 form part of these financial statements.
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Statement of changes in equity
for the year ended 31 December 2019

Notes

Capital
contribution

$m

Foreign
 exchange

 reserve
$m

Retained 
earnings

$m

Total 
equity

$m

Balance as at 1 January 2019 536.3 (42.8) 593.1 1,086.6
Profit for the financial year – – 187.9 187.9
Foreign exchange translation differences – (0.1) – (0.1)
Dividend paid 12 – – (96.6) (96.6)
Balance as at 31 December 2019 536.3 (42.9) 684.4 1,177.8

Notes

Capital
contribution

$m

Foreign
 exchange

 reserve
$m

Retained 
earnings

$m

Total 
equity

$m

Balance as at 1 January 2018 536.3 (42.8) 627.3 1,120.8
Profit for the financial year – – 43.8 43.8
Dividend paid 12 – – (78.0) (78.0)
Balance as at 31 December 2018 536.3 (42.8) 593.1 1,086.6 

The notes on pages 15 to 36 form part of these financial statements.
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Balance sheet
as at 31 December 2019

Notes
2019

$m
2018

$m

Assets
Investments
Financial assets designated at fair value through profit or loss 2, 8 1,738.6 1,399.6

1,738.6 1,399.6

Reinsurer’s share of technical provision
Provision for unearned premiums, reinsurer’s share 13 4.2 0.7
Claims outstanding, reinsurer’s share 13 3.4 0.5

7.6 1.2

Debtors
Amounts due from group companies 17 32.5 –
Debtors arising from direct insurance operations 18.3 4.3
Debtors arising from reinsurance operations 14 – 121.2
Current tax receivable 9 – 5.3

50.8 130.8

Cash and cash equivalents 10 12.5 20.9

Prepayments and accrued income
Deferred acquisition costs 11 6.4 1.4
Other prepayments and accrued interest 9.9 8.7

16.3 10.1

Total assets 1,825.8 1,562.6
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Balance sheet continued
as at 31 December 2019

Notes
2019

$m
2018

$m

Equity
Capital and reserves
Called up share capital – presented as equity 12 – –
Capital contribution 12 536.3 536.3
Foreign exchange translation reserve 12 (42.9) (42.8)
Dividend paid (96.6) (78.0)
Profit or loss account 12 781.0 671.1
Shareholders’ funds attributable to equity interests 1,177.8 1,086.6

Liabilities
Technical provisions
Provision for unearned premium 13 18.0 5.4
Claims outstanding 13 57.4 165.7

75.4 171.1

Creditors
Amounts due to group companies – 43.2
Accruals and deferred income 8.7 3.5
Other creditors 10.7 1.6

19.4 48.3

Financial liabilities 2, 8, 19 553.2 256.6

Total liabilities 648.0 476.0

Total equity and liabilities 1,825.8 1,562.6

Approved on behalf of the board of directors:

Catherine Woods		  Ed McGivney
Director			   Director

2 April 2020 

The notes on pages 15 to 36 form part of these financial statements.
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Notes to the financial statements
for the year ended 31 December 2019

1 Principal accounting policies
The following accounting policies have been applied consistently in dealing with items which are considered material in relation 
to the financial statements.

(a) Basis of preparation
The financial statements have been prepared in accordance with Financial Reporting Standard 102, (the Financial Reporting 
Standard applicable in the UK and Republic of Ireland) (FRS 102) and Financial Reporting Standard 103 (Insurance Contracts)  
(FRS 103).

The financial statements of Beazley Insurance dac have been prepared on a going concern basis. The directors of the company 
have a reasonable expectation that the company has adequate resources to continue in operational existence for the foreseeable 
future.

The financial statements comply with the European Union (Insurance Undertakings: Financial Statements) Regulations 2015, 
and the Companies Act 2014.

Under FRS 102.1.12(b), the company is exempt from the requirement to prepare a cash flow statement on the grounds that 
a parent undertaking includes the company in its own published consolidated financial statements.

As 100% of the voting rights of the company are controlled within the group headed by Beazley plc, the company has taken 
advantage of the exemption contained in FRS 102.33.1A and has therefore not disclosed transactions with entities which form 
part of the group. The consolidated financial statements of Beazley plc, within which this company is included, can be obtained 
from the registered address listed on page 37 of these accounts.

(b) Basis of accounting for insurance/reinsurance activities
As noted on page 2, the company undertakes both insurance and reinsurance activities. The company writes direct insurance 
through a network of European branches and has an aggregate excess of loss reinsurance agreement with Beazley Underwriting 
Limited. 

Under the terms of the reinsurance agreements the company reinsures and indemnifies Beazley Underwriting Limited in respect 
of all losses up to 75% of the declared result of Beazley Underwriting Limited’s participation in syndicates 2623 and 3623 (subject 
to a $4m excess). In the event that the declared result is a loss, the extent of the reinsurance is limited to the loss in excess of 
$4m not exceeding 75% of the Funds at Lloyds. The underwriting results relating to this reinsurance contract are determined on 
an annual basis. Results under this contract reported on an annual basis recognise profits or losses as they are earned instead 
of at the closure of a particular Lloyd’s year of account, normally after three years.

The excess of loss cede is reflected in the profit or loss account in accordance with the definition of premium and the limits of 
liability contained in the excess of loss agreement. This treatment results in each contract being accounted for as either a single 
premium or outstanding claim balance depending on whether the declared result of the syndicates is a profit or a loss. In this 
regard, the company will recognise a premium receivable when an underlying reinsurance contract is in a profitable position at 
the reporting date, and will show an outstanding claim reserve when an underlying contract is in a loss making position at the 
reporting date. Movements in premium receivables and outstanding claims reserves will be shown through the profit and loss 
account and outlined in further detail through the notes to the financial statements. 

As the premium/claim balance presented in the profit or loss account represents the company’s share of the profit or loss before 
tax of the syndicates, premium earnings adjustments and expense deferrals in respect of the underlying syndicate business have 
already been recognised through the premium or claims recognised under the contract. In this regard, the company’s balance 
sheet does not contain technical balances such as deferred acquisition costs and the provision for unearned premium relating 
to these reinsurance contracts. 

Profit commissions and financing fees, included in the terms of the reinsurance agreements, are accounted for separately and are 
included in operating expenses and investment income in the profit or loss account.

The reinsurance contracts with Beazley Underwriting Limited were endorsed with additional terms in 2018. The accounting 
treatment of the endorsed contracts was different to the previous reinsurance contracts therefore the effect of the endorsements 
on the financial statements of the company is still reflected in the comparative information included for 2018 in the notes to these 
financial statements. Additional information on the impact of the endorsements on the financial statements of the company is 
included in note 15.
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1 Principal accounting policies continued
(b) Basis of accounting for insurance activities continued

Premiums
Gross premiums written represent:
•	premium as defined in the aggregate excess of loss reinsurance agreement (see note 1(b) above) with Beazley  

Underwriting Limited. 
•	direct insurance premiums written through branches located in Europe.

For completeness, a premium is recognised by the company under a reinsurance contract if at the reporting date, the underlying 
result of the syndicates is a profit (and in excess of $4m). If the underlying result of the syndicate is loss making at the reporting 
date, only a minimum premium of £100 will be recognised. 

In relation to direct insurance, gross premiums written are stated before deduction of commissions but exclusive of taxes, duties 
levied on premiums and reinsurance deductions; and outward reinsurance premiums are accounted for in the same accounting 
period as the related direct insurance or inwards reinsurance business except in relation to excess of loss contracts, where the 
initial premium is charged when paid.

Unearned premiums represent the proportion of premiums written which is estimated to be earned in the following or subsequent 
financial periods, computed separately for each insurance contract using the daily pro rata method, adjusted if necessary to 
reflect any variation in the incidence of risk during the period covered by the contract.

Claims incurred
Claims incurred represent all claims payments and internal and external settlement expense payments made by the company in 
the financial year and the movement in the provisions for outstanding claims and settlement expenses, including claims incurred 
but not reported, net of salvage and subrogation expenses. Where appropriate, statistical methods have been applied to past 
experience of claims frequency and severity. Included in the movement in the provision for outstanding claims is the movement 
in claims reserves relevant to the reinsurance contracts with Beazley Underwriting Limited, as defined by the aggregate excess 
of loss agreement (see note 1(b) above) with that company. 

Claims provisions
Provision is made at the year-end for the estimated cost of claims incurred but not settled at the balance sheet date, including 
the cost of claims incurred but not yet reported to the company. The estimated cost of claims includes expenses to be incurred 
in settling claims and a deduction for the expected value of salvage and other recoveries. The company takes all reasonable 
steps to ensure that it has appropriate information regarding its claims exposures. However, given the uncertainty in establishing 
claims provisions, it is likely that the final outcome will prove to be different from the original liability established.

The estimation of claims incurred but not reported (IBNR) is generally subject to a greater degree of uncertainty than the 
estimation of the cost of settling claims already notified to the company, where more information about the claim event is 
generally available. Claims IBNR may often not be apparent to the insured until many years after the event giving rise to the claims 
has happened. Classes of business where the IBNR proportion of the total reserve is high will typically display greater variations 
between initial estimates and final outcomes because of the greater degree of difficulty of estimating these reserves. Classes 
of business where claims are typically reported relatively quickly after the claim event tend to display lower levels of volatility. 

A component of these estimation techniques is usually the estimation of the cost of notified but not paid claims. In estimating the 
cost of these the company has regard to the claim circumstance as reported, any information available from loss adjusters and 
information on the cost of settling claims with similar characteristics in previous periods.

Notes to the financial statements continued
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1 Principal accounting policies continued
(b) Basis of accounting for insurance activities continued
Large claims impacting each relevant business class are generally assessed separately, being measured on a case by case basis 
or projected separately in order to allow for the possible distortive effect of the development and incidence of these large claims.

Where possible the company adopts multiple techniques to estimate the required level of provisions. This assists in giving 
greater understanding of the trends inherent in the data being projected. The projections given by the various methodologies also 
assist in setting the range of possible outcomes. The most appropriate estimation technique is selected taking into account the 
characteristics of the business class and the extent of the development of each accident year.

Claims provisions include claims reserves as calculated in accordance with the definition of the limit of liability contained in the 
aggregate excess of loss agreement with Beazley Underwriting Limited. To the extent that a claim provision is recognised on an 
open contract at the reporting period, it is reflected as an outstanding claim reserve, which may increase or decrease depending 
on the final declared results of the syndicates under the relevant reinsurance contracts. 

Claims provisions are also recognised for direct insurance/reinsurance written through branches in Europe, net of any estimates 
of amounts that will be recoverable from reinsurers having due regard to collectability. 

Deferred acquisition costs
Deferred acquisition costs represent the deferral of costs of writing premium through branches in the Europe. 

Acquisition costs incurred comprise brokerage, premium levy and staff-related costs of underwriters acquiring new business and 
renewing existing contracts. The proportion of acquisition costs in respect of unearned premiums is deferred at the balance sheet 
date and recognised in later periods when the related premiums are earned. 

Use of estimates and judgements
The preparation of financial statements requires management to make judgements, estimates and assumptions that affect the 
application of accounting policies and reported amounts of assets, liabilities, income and expenses. Actual results may differ from 
these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the 
period in which the estimate is revised and in any future periods affected.

The most critical estimates included within the company’s financial statements are the estimates for the fair value of investments 
and the estimate of the premium receivable or claims provision arising under the reinsurance contracts. Further information about 
our investment portfolio can be found at note 2 and note 8 of the financial statements. Information on the premium receivable 
and claims provisions under the reinsurance contracts can be found at notes 13 and 14. 

(c) Financial instruments
Financial instruments are recognised in the balance sheet at such time that the company becomes a party to the contractual 
provisions of the financial instrument. A financial asset is derecognised when the contractual rights to receive cash flows from the 
financial assets expire, or where the financial assets have been transferred, together with substantially all the risks and rewards 
of ownership. Financial liabilities are derecognised if the company’s obligations specified in the contract expire, are discharged 
or cancelled. Purchases and sales of financial assets are recognised on the trade date, which is the date the company commits 
to purchase or sell the asset. In recognising and measuring financial instruments, the company has adopted IAS 39 (as permitted 
by FRS 102).

Financial assets and liabilities
On acquisition of a financial asset and liabilities, the company is required to classify the assets and liabilities into the following 
categories: financial assets and liabilities at fair value through profit or loss, loans and receivables, held to maturity and available 
for sale. The company does not make use of the held to maturity and available for sale classifications.
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1 Principal accounting policies continued
(c) Financial instruments continued
Financial assets and liabilities at fair value through profit or loss 
This category has two sub-categories: financial assets and liabilities held for trading and those designated at fair value through 
profit or loss at inception.

Financial assets and liabilities held for trading are those assets which are acquired principally for the purpose of selling in the 
short term, or which are held as part of a portfolio in which there is evidence of short-term profit taking or if it is designated so 
by management. At present all derivatives are classified as held for trading by the company.

All non-derivative financial investments are designated as fair value through profit or loss upon initial recognition because their 
performance is evaluated on a fair value basis. Information about these financial assets is provided internally on a fair value basis 
to key management. The investment strategy is to invest and evaluate their performance with reference to their fair values.

Fair value measurement
Fair value is the amount for which an asset and liability could be exchanged, or a liability settled, between knowledgeable, willing 
parties in an arm’s length transaction on the measurement date. 

When available, the company measures the fair value of an instrument using quoted prices in an active market for that 
instrument. A market is regarded as active if quoted prices are readily and regularly available and represent actual and regularly 
occurring market transactions on an arm’s length basis.

If a market for a financial instrument is not active, the company establishes fair value using a valuation technique. Valuation 
techniques include using recent arm’s length transactions between knowledgeable, willing parties (if available), reference to 
the current fair value of other instruments that are substantially the same, discounted cash flow analyses and option pricing 
models. The chosen valuation technique makes maximum use of market inputs, relies as little as possible on estimates specific 
to the company, incorporates all factors that market participants would consider in setting a price, and is consistent with 
accepted economic methodologies for pricing financial instruments. Inputs to valuation techniques reasonably represent market 
expectations and measures of the risk-return factors inherent in the financial instrument. The company calibrates valuation 
techniques and tests them for validity using prices from observable current market transactions in the same instrument or based 
on other available observable market data.

The best evidence of the fair value of a financial instrument at initial recognition is the transaction price, i.e., the fair value of the 
consideration given or received, unless the fair value of that instrument is evidenced by comparison with other observable current 
market transactions in the same instrument (i.e., without modification or repackaging) or based on a valuation technique whose 
variables include only data from observable markets. When transaction price provides the best evidence of fair value at initial 
recognition, the financial instrument is initially measured at the transaction price and any difference between this price and the 
value initially obtained from a valuation model is subsequently recognised in profit or loss depending on the individual facts and 
circumstances of the transaction but not later than when the valuation is supported wholly by observable market data or the 
transaction is closed out.

Assets and long positions are measured at a bid price; liabilities and short positions are measured at an asking price. Where the 
company has positions with offsetting risks, mid-market prices are used to measure the offsetting risk positions and a bid or 
asking price adjustment is applied only to the net open position as appropriate. Fair values reflect the credit risk of the instrument 
and include adjustments to take account of the credit risk of the company and counterparty where appropriate. Fair value 
estimates obtained from models are adjusted for any other factors, such as liquidity risk or model uncertainties, to the extent 
that the company believes a third-party market participant would take them into account in pricing a transaction.

Upon initial recognition, attributable transaction costs relating to financial instruments at fair value are recognised in profit or 
loss account when incurred. Financial assets at fair value through profit or loss are measured at fair value, and changes therein 
are recognised in the profit and loss account. Net changes in the fair value of financial assets at fair value through profit or loss 
exclude interest and dividend income. 

Notes to the financial statements continued
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1 Principal accounting policies continued
(c) Financial instruments continued
Investment income
Investment income consists of dividends, interest, fees from intercompany financing arrangements, realised and unrealised gains 
and losses and foreign exchange gains and losses on financial assets or liabilities at fair value through profit or loss. Interest is 
recognised on an accruals basis for financial assets or liabilities at fair value through profit or loss. The realised gains or losses on 
disposal of an investment are the difference between the proceeds and the original cost of the investment. Unrealised investment 
gains and losses represent the difference between the carrying value at the balance sheet date, and the carrying value at the 
previous year end or purchase value during the year. 

Investment income earned through the syndicates and ceded to the company through the reinsurance agreements with Beazley 
Underwriting Limited is reflected as part of either the premium or claim under the relevant reinsurance contract(s) (depending on 
whether each individual contract is profit making or loss making at a given point in time). In this regard, investment income in the 
profit or loss account of the company represents investment income earned directly by the company and includes no share of 
syndicate investment income. 

Derivative financial instruments
Derivatives are initially recognised at fair value on the date on which a derivative contract is entered into and are subsequently 
re-measured at their fair value. Fair values are obtained from quoted market prices in active markets, recent market transactions, 
and valuation techniques which include discounted cash flow models. All derivatives are carried as assets when fair value is 
positive and as liabilities when fair value is negative. The best evidence of fair value of a derivative at initial recognition is the 
transaction price.

Borrowings
Borrowings are initially recorded at fair value less transaction costs incurred. Subsequently borrowings are stated at amortised 
cost and interest is recognised in the profit or loss account over the period of the borrowings using the effective interest method.

(d) Cash and cash equivalents
This consists of cash at bank and in hand and short term deposits held at call with banks.

(e) Other payables
Other payables are stated at amortised cost.

(f) Taxation
The charge for taxation is based on the profit for the year and takes into account taxation deferred because of timing differences 
between the treatment of certain items for taxation and accounting purposes. 

Current tax is provided on the company’s taxable profits at amounts expected to be paid using the tax rates and laws that have 
been enacted or substantially enacted by the balance sheet date.

(g) Foreign currency translation
Transactions in foreign currencies are translated to the company’s functional currency at the foreign exchange rate ruling at 
the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are 
retranslated to the functional currency at the foreign exchange rate ruling at that date. Non-monetary assets and liabilities that 
are measured in terms of historical cost in a foreign currency are translated using the exchange rate at the date of the transaction. 

Non-monetary assets and liabilities denominated in foreign currencies that are stated at fair value are retranslated to the 
functional currency at foreign exchange rates ruling at the dates the fair value was determined. Foreign exchange differences 
arising on translation are recognised in the profit or loss account. For the purpose of foreign currency translation, unearned 
premiums and deferred acquisition costs are treated as if they are monetary items.

The results and financial position of foreign operations that have a functional currency different from the company’s 
presentational currency are translated into the presentational currency as follows:
•	assets and liabilities are translated at the closing rate ruling at the balance sheet date:
•	income and expenses for each profit or loss account are translated at average exchange rates for the reporting period where 

this is determined to be a reasonable approximation of the actual transaction rates; and
•	all resulting exchange differences are recognised in other comprehensive income and as a separate component of equity.
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2 Risk review
The company has identified the risks arising from its activities and has established policies and procedures to manage these 
items in accordance with its risk appetite. The company categorises its risks into eight areas: insurance, strategic, market, 
operational, credit, regulatory and legal, liquidity and group risk. The sections below outline the company’s risk appetite and 
explain how it defines and manages each category of risk. 

As disclosed in further detail in note 20, the company continues to monitor and respond to the global COVID-19 outbreak.

Risk management framework
Corporate governance 
The board gives high priority to risk management and risk control. Procedures are in place within the company to ensure that 
risks are being measured, monitored and reported adequately and effectively to the board risk committee. The company is subject 
to regular internal audit review which is carried out by the group internal audit function.

Capital management
The company is required to maintain minimum capital requirements as set out in the European Union (Insurance and Reinsurance) 
Regulations 2015 (S.I. 485/2015). Regulations stipulate that the company should maintain capital, allowable for solvency purposes, 
of at least the calculated threshold amount. At no time in the year has the company failed to meet this requirement. As at 
31 December 2019, the company had an SCR coverage ratio of 240%. The current SCR has been established using the Beazley plc 
Solvency II internal model as approved by the Central Bank of Ireland.

2.1 Insurance risk 
The insurance risk exposure is documented in the business plan which is approved by the board and used to guide current 
activities and any future developments.

a) Underwriting risk 
Underwriting risk comprises four elements that apply to all insurance products offered by the company:
•	cycle risk – the risk that business is written without full knowledge as to the (in)adequacy of rates, terms and conditions; 
•	event risk – the risk that individual risk losses or catastrophes lead to claims that are higher than anticipated in plans and pricing;
•	pricing risk – the risk that the level of expected loss is understated in the pricing process; and
•	expense risk – the risk that the allowance for expenses and inflation in pricing is inadequate.

The board reviews detailed underwriting information relating to the syndicate business reinsured by the company through its 
excess of loss arrangements with Beazley Underwriting Limited. The below section provides an overview of the underwriting risk 
associated with the underlying syndicate business as well as the insurance/reinsurance business underwritten directly by the 
company through its European branches. This reflects how the board monitors and manages the business and the associated 
risks. The underlying risk profile of the company is materially consistent year on year. It is on this basis that additional information 
in respect of the underlying syndicate business is provided.

The company’s underwriting strategy is to seek a diverse and balanced portfolio of risks in order to limit the variability of 
outcomes. This is achieved by accepting a spread of business over time, segmented between different products, geography 
and size. The annual business plans for each underwriting team reflect the company’s underwriting strategy, and set out the 
classes of business, the territories and the industry sectors in which business is to be written. These plans are approved by the 
board of Beazley Furlonge Limited, for syndicate business, and by the board of Beazley Insurance dac for insurance/reinsurance 
business. These plans are monitored by the monthly Beazley Furlonge Limited underwriting committee and the Beazley Insurance 
dac insurance underwriting group and the quarterly Beazley Insurance dac reinsurance underwriting group.

The company’s underwriters calculate premiums for risks written based on a range of criteria tailored specifically to each individual 
risk. These factors include but are not limited to the financial exposure, loss history, risk characteristics, limits, deductibles, terms 
and conditions and acquisition expenses. The company also recognises that insurance events are, by their nature, random, and 
the actual number and size of events during any one year may vary from those estimated using established statistical techniques.

To address this, the company sets out the exposure that it is prepared to accept in certain territories to a range of events such 
as natural catastrophes and specific scenarios which may result in large industry losses. This is monitored through regular 
calculation of realistic disaster scenarios (RDS). The aggregate position is monitored at the time of underwriting a risk, and 
reports are regularly produced to highlight the key aggregations to which the company is exposed. The company uses a number 
of modelling tools to monitor its exposures against the agreed risk appetite set and to simulate catastrophe losses in order to 
measure the effectiveness of its reinsurance programmes. Stress and scenario tests are also run using these models. The range 
of scenarios considered include natural catastrophes, cyber, marine, liability, political, terrorism and war events.

Notes to the financial statements continued
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2 Risk review continued
2.1 Insurance risk continued
One of the largest types of event exposure relates to natural catastrophe events such as windstorm or earthquake. Where 
possible the company measures geographic accumulations and uses its knowledge of the business, historical loss behaviour and 
commercial catastrophe modelling software to assess the expected range of losses at different return periods. Upon application 
of the reinsurance coverage purchased, the key gross and net exposures are calculated on the basis of extreme events at a range 
of return periods.

The company also has exposure to man-made claim aggregations, such as those arising from terrorism and data breach events.

The company chooses to underwrite data breach insurance within the Cyber and executive risk division and indirectly through 
the reinsurance contract with Beazley Underwriting Limited using its team of specialist underwriters, claims managers and data 
breach services managers. Other than for data breach, the company’s preference is to exclude cyber exposure where possible. 

To manage the potential exposure, the company’s board has established a risk budget for the aggregation of data breach related 
claims which is monitored by reference to the largest of ten realistic disaster scenarios that have been developed internally. These 
scenarios include the failure of a data aggregator, the failure of a shared hardware or software platform and the failure of a cloud 
provider. Whilst it is not possible to be precise, as there is sparse data on actual aggregated events, these severe scenarios are 
expected to be very infrequent. The reinsurance programmes purchased by Beazley entities, whether directly by the company or 
indirectly by syndicates 2623 and 3623, would partially mitigate the cost of most, but not all, data breach catastrophes.

In 2019, the company reported gross premiums written of $43.8m. All of this was related to the company’s direct insurance/
reinsurance activities.

b) Claims management risk 
Similar to section 2.1(a) above, the following section provides an overview of the claims management processes carried out by 
the company in respect of its direct insurance/reinsurance business, as well as the processes carried out at a syndicate level in 
respect of the business covered by the company’s reinsurance contract with Beazley Underwriting Limited.

Claims management risk may arise within the company in the event of inaccurate or incomplete case reserves and claims 
settlements, poor service quality or excessive claims handling costs. These risks may damage the Beazley brand and undermine 
its ability to win and retain business or incur punitive damages. These risks can occur at any stage of the claims life-cycle. 

Beazley’s claims teams are focused on delivering quality, reliability and speed of service to both internal and external clients. 
Their aim is to adjust and process claims in a fair, efficient and timely manner, in accordance with the policy’s terms and 
conditions, the regulatory environment, and the business’s broader interests. Prompt and accurate case reserves are set 
for all known claims liabilities, including provisions for expenses. 

c) Reserving and ultimate reserves risk 
Reserving and ultimate reserves risk occurs where established insurance liabilities are insufficient through inaccurate forecasting, 
or where there is adequate allowance for expenses and reinsurance bad debts in provisions.

To manage reserving and ultimate reserves risk, our actuarial team uses a range of recognised techniques to project gross 
premiums written, monitor claims development patterns and stress test ultimate insurance liability balances. An external 
independent actuary also performs an annual review to produce a statement of actuarial opinion for the syndicates (a significant 
element of this business being ultimately reinsured to Beazley Insurance dac).

The objective of the company’s reserving policy is to produce accurate and reliable estimates that are consistent over time and 
across classes of business. The estimates of gross premiums written and claims prepared by the actuarial department are used 
through a formal quarterly peer review process to independently test the integrity of the estimates produced by the underwriting 
teams for each class of business. These meetings are attended by senior management, senior underwriters, actuarial, claims, 
and finance representatives.
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2 Risk review continued
2.1 Insurance risk continued
In accordance with the terms of the reinsurance contracts, the company records an outstanding claim reserve in respect of any 
open year reinsurance contract with Beazley Underwriting Limited which, at the reporting date, is in a loss making position for the 
company. Further information in relation to the claims recorded under these contracts is provided in note 1 and note 13 to the 
financial statements. A five percent increase or decrease in total claims liabilities would have the following effect on profit or loss 
and equity :

Sensitivity to insurance risk (claims reserves)
5% increase in 
claims reserves

5% decrease in
claims reserves

2019
$m

2018
$m

2019
$m

2018
$m

Impact on profit (2.5) (7.2) 2.5 7.2

The company also monitors its exposure to insurance risk by location. All risks underwritten by the company are located in Europe.

2.2 Strategic risk
This is the risk that the company’s strategy is inappropriate or that the company is unable to implement its strategy. Where events
supersede the company’s strategic plan this is escalated at the earliest opportunity through the company’s monitoring tools and
governance structure.

2.3 Market risk 
Market risk arises where the value of assets and liabilities changes as a result of movements in foreign exchange rates, interest 
rates and market prices.

Foreign exchange risk
The functional and reporting currency of the company is US dollar. Therefore, the foreign exchange risk is that the company is 
exposed to fluctuations in exchange rates for any non-dollar denominated transactions and net assets. However foreign exchange 
risk is actively managed as described below. The company is exposed to changes in the value of assets and liabilities due to 
movements in foreign exchange rates. The company deals in five main currencies, US dollars, UK sterling, Canadian dollars, Swiss 
francs and Euro. Transactions in all non-dollar currencies are converted to US dollars on initial recognition and revalued at the 
reporting date. 

In 2019, the company managed its foreign exchange risk by periodically assessing its non-dollar exposures and hedging 
these to a tolerable level while targeting net assets to be predominantly US dollar denominated. On a forward looking basis an 
assessment is made of expected future exposure development and appropriate currency trades put in place to reduce risk. 

The following table summarises the carrying value of net assets categorised by currency:

Net assets by currency
UK £

$m
CAD $

$m
EUR €

$m
CHF
$m

Subtotal
$m

US $
$m

Total 
$m

31 December 2019 67.0 (16.2) 2.1 1.8 54.7 1,123.1 1,177.8
31 December 2018 195.5 (21.3) (5.6) – 168.6 918.0 1,086.6

As part of this hedging strategy, exchange rate derivatives were used to rebalance currency exposure across the company. 
On a forward looking basis an assessment is made of expected future exposure development and appropriate currency trades 
put in place to reduce risk. The company’s assets are matched by currency to the principal underlying currencies of its insurance 
liabilities. This helps mitigate the risk that the company’s assets required to cover its insurance liabilities are not materially 
affected by any future movements in exchange rates. Fluctuations in the company’s trading currencies against the US dollar would 
result in a change to net asset value. The table overleaf gives an indication of the impact on net assets of a % change in relative 
strength of US dollar against the value of sterling, Canadian dollar and euro, simultaneously. The analysis is based on the current 
information available and is presented net of the impact of the exchange rate derivatives referenced above. 

Notes to the financial statements continued
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2 Risk review continued
2.3 Market risk continued

Impact on profit after 
tax for the year ended Impact on net assets

Change in exchange rate of UK Sterling, Canadian dollar, Swiss francs and Euro relative to US 
dollar

2019
$m

2018
$m

2019
$m

2018
$m

Dollar weakens 30% against other currencies 14.4 44.3 14.4 44.3
Dollar weakens 20% against other currencies 9.6 29.5 9.6 29.5
Dollar weakens 10% against other currencies 4.8 14.8 4.8 14.8
Dollar strengthens 10% against other currencies (4.8) (14.8) (4.8) (14.8)
Dollar strengthens 20% against other currencies (9.6) (29.5) (9.6) (29.5)
Dollar strengthens 30% against other currencies (14.4) (44.3) (14.4) (44.3)

Interest rate risk
Some of the company’s financial instruments, including financial investments, are exposed to movements in market interest 
rates. The company manages interest rate risk by primarily investing in short duration financial investments. The board of Beazley 
Insurance dac monitors the duration of these assets on a regular basis.

The following table shows the average duration at the reporting date of the financial instruments. Duration is a commonly used 
measure of volatility and we believe gives a better indication than maturity of the likely sensitivity of our portfolio to changes in 
interest rates.
Duration
31 December 2019

<1 yr
$m

1-2 yrs
$m

2-3 yrs
$m

3-4 yrs
$m

4-5 yrs 
$m

5-10 yrs
$m

>10 yrs
$m

Total
$m

Fixed and floating rate securities 508.5 420.1 210.7 164.2 135.2 87.6 14.3 1,540.6
Cash and cash equivalents 12.5 – – – – – – 12.5
Derivative financial instruments 4.1 – – – – – – 4.1
Borrowings – – – – – (546.8) – (546.8)
Total 525.1 420.1 210.7 164.2 135.2 (459.2) 14.3 1,010.4

Duration
31 December 2018

<1 yr
$m

1-2 yrs
$m

2-3 yrs
$m

3-4 yrs
$m

4-5 yrs 
$m

5-10 yrs
$m

>10 yrs
$m

Total
$m

Fixed and floating rate securities 400.0 229.2 397.5 157.6 69.7 42.1 – 1,296.1
Cash and cash equivalents 20.9 – – – – – – 20.9
Derivative financial instruments (6.9) – – – – – – (6.9)
Borrowings – – – – – (248.7) – (248.7)
Total 414.0 229.2 397.5 157.6 69.7 (206.6) – 1,061.4

In November 2016, the company issued $250m of subordinated tier 2 notes due in 2026. Annual interest, at a fixed rate of 
5.875%, is payable on this debt. In September 2019, the company issued $300m of additional subordinated tier 2 notes due in 
2029. Annual interest, at a fixed rate of 5.5%, is payable each year on this debt.

Sensitivity analysis
The company holds financial assets and liabilities that are exposed to interest rate risk. Changes in interest yields, with all 
other variables constant, would result in changes in the capital value of debt securities and a change in value of borrowings  
and derivative financial instruments. This will affect reported profits and net assets as indicated in the below table:

Impact on profit after 
tax for the year ended Impact on net assets

Shift in yield (basis points)
2019

$m
2018

$m
2019

$m
2018

$m

150 basis point increase (43.3) (32.9) (43.3) (32.9)
100 basis point increase (28.9) (21.9) (28.9) (21.9)
50 basis point increase (14.4) (11.0) (14.4) (11.0)
50 basis point decrease 14.4 11.0 14.4 11.0
100 basis point decrease 28.9 21.9 28.9 21.9
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2 Risk review continued
2.3 Market risk continued
Price risk
Debt securities and equities that are recognised on the balance sheet at their fair value are susceptible to losses due to adverse 
changes in prices. This is referred to as price risk. Investments are made in debt securities and equities depending on the 
company’s appetite for risk. These investments are well diversified with high quality, liquid securities. The board has established 
comprehensive guidelines with investment managers setting out maximum investment limits, diversification across industries and 
concentrations in any one industry or company.

Listed investments are recognised on the balance sheet at quoted bid price. If the market for the investment is not considered 
to be active, then the company establishes fair value using valuation techniques. This includes using recent arm’s length market 
transactions, reference to current fair value of other investments that are substantially the same, discounted cash flow models 
and other valuation techniques that are commonly used by market participants. 

Impact on profit after 
tax for the year ended Impact on net assets

Change in fair value of capital growth portfolio
2019

$m
2018

$m
2019

$m
2018

$m

30% increase in fair value 49.2 26.9 49.2 26.9
20% increase in fair value 32.8 17.9 32.8 17.9
10% increase in fair value 16.4 9.0 16.4 9.0
10% decrease in fair value (16.4) (9.0) (16.4) (9.0)
20% decrease in fair value (32.8) (17.9) (32.8) (17.9)
30% decrease in fair value (49.2) (26.9) (49.2) (26.9)

2.4 Operational risk
Operational risk arises from the risk of losses due to inadequate or failed internal processes, people, systems, service providers
or external events.

The company actively manages operational risks and minimises them where appropriate. This is achieved by implementing and
communicating guidelines to staff and other third parties. The company also regularly monitors the performance of its controls 
and adherence to these guidelines through the risk management reporting process.

Key components of the company’s operational control environment include:
•	modelling of operational risk exposure and scenario testing;
•	management review of activities;
•	documentation of policies and procedures;
•	preventative and detective controls within key processes;
•	contingency planning; and
•	other systems controls.

2.5 Regulatory and legal risk
Regulatory and legal risk is the risk arising from not complying with regulatory and legal requirements. The operations of the com-
pany are subject to legal and regulatory requirements within the jurisdictions in which it operates and the company’s compliance 
function is responsible for ensuring that these requirements are adhered to.

2.6 Group risk
Group risk occurs where business units fail to consider the impact of their activities on other parts of the group, as well as the
risks arising from these activities. The two main components of group risk are contagion and reputation. 

Contagion risk is the risk arising from actions of one part of the group which could adversely affect any other part of the group. The 
company has limited appetite for contagion risk and minimises the impact of this occurring by operating with clear lines of commu-
nication across the group to ensure all group entities are well informed and working to common goals.

Reputation risk is the risk of negative publicity as a result of the group’s contractual arrangements, customers, products, services
and other activities. The group’s preference is to minimise reputation risks but where it is not possible or beneficial to avoid them, 
we seek to minimise their frequency and severity by management through public relations and communication channels.

Notes to the financial statements continued
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2 Risk review continued
2.7 Liquidity risk 
Liquidity risk arises where cash may not be available to pay obligations when due at a reasonable cost. The company’s approach 
is to manage its liquidity position so that it can reasonably survive a significant individual or market loss event. This means that 
the company maintains sufficient liquid assets, or assets that can be translated into liquid assets at short notice and without 
any significant capital loss, to meet expected cash flow requirements. These liquid funds are regularly monitored using cash flow 
forecasting to ensure that surplus funds are invested to achieve a higher rate of return. 

The following is an analysis by business segment of the estimated timing of the net cash flows based on the net claims liabilities 
balance held at 31 December 2019 and 31 December 2018:

31 December 2019

Within 
1 year

$m
1-3 years

$m
3-5 years

$m

Greater than 
5 years

$m
Total

$m

Weighted
 average term 
to settlement

 (years)

Specialty lines 1.9 3.8 2.7 3.1 11.5 3.8
Cyber & executive risk 1.2 2.0 0.8 0.3 4.3 2.2
Reinsurance 0.7 0.6 0.2 0.1 1.6 1.9
Intra-group Reinsurance – 36.6 – – 36.6 1.5
Net insurance liabilities 3.8 43.0 3.7 3.5 54.0

31 December 2018

Within 
1 year

$m
1-3 years

$m
3-5 years

$m

Greater than 
5 years

$m
Total

$m

Weighted
 average term 
to settlement

 (years)

Specialty lines 0.2 0.5 0.4 0.4 1.5 3.5
Cyber & executive risk 0.1 0.1 – – 0.2 2.9
Intra-group Reinsurance – 163.5 – – 163.5 1.5
Net insurance liabilities 0.3 164.1 0.4 0.4 165.2

The next two tables summarise the carrying amount at reporting date of financial instruments analysed by maturity date.

Maturity

31 December 2019
<1 yr

$m
1-2 yrs

$m
2-3 yrs

$m
3-4 yrs

$m
4-5 yrs 

$m
5-10 yrs

$m
>10 yrs

$m
Total

$m

Fixed and floating rate securities 395.9 447.3 228.3 177.3 238.3 27.5 26.0 1,540.6
Cash and cash equivalents 12.5 – – – – – – 12.5
Derivative financial instruments 4.1 – – – – – – 4.1
Borrowings – – – – – (546.8) – (546.8)
Total 412.5 447.3 228.3 177.3 238.3 (519.3) 26.0 1,010.4

31 December 2018
<1 yr

$m
1-2 yrs

$m
2-3 yrs

$m
3-4 yrs

$m
4-5 yrs 

$m
5-10 yrs

$m
>10 yrs

$m
Total

$m

Fixed and floating rate securities 243.2 276.7 453.8 170.1 102.1 50.3 – 1,296.1
Cash and cash equivalents 20.9 – – – – – – 20.9
Derivative financial instruments (6.9) – – – – – – (6.9)
Borrowings – – – – – (248.7) – (248.7)
Total 257.2 276.7 453.8 170.1 102.1 (198.4) – 1,061.4

In November 2016, the company issued $250m of subordinated tier 2 notes due in 2026. Annual interest, at a fixed rate of 
5.875%, is payable in May and November each year. In September 2019, the company issued $300m of additional subordinated 
tier 2 notes due in 2029. Annual interest, at a fixed rate of 5.5%, is payable each year on this debt.
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2 Risk review continued
2.8 Credit risk
Credit risk arises where counterparties fail to meet their financial obligations in full as they fall due. The primary sources of 
credit risk for the company are:
•	Investments – whereby issuer default results in the company losing all or part of the value of a financial instrument; and
•	Amounts receivable under the reinsurance contracts – whereby counterparties fail to pass on premiums due under the 

reinsurance contracts. The main credit risk exposure facing the company arises by virtue of the reinsurance contract in 
place with its sister company, Beazley Underwriting Limited and the underlying risk facing that company.

The company’s core business is to accept significant insurance risk and the appetite for other risks is low. This protects the 
company’s capital from erosion so that it can meet its insurance liabilities. To assist in the understanding of credit risks, A.M. Best, 
Moody’s and Standard & Poor’s (S&P) ratings are used. These ratings have been categorised below as used for Lloyd’s reporting:

A.M. Best Moody’s S&P

Tier 1 A++ to A- Aaa to A3 AAA to A-
Tier 2 B++ to B- Baa1 to Ba3 BBB+ to BB-
Tier 3 C++ to C- B1 to Caa B+ to CCC
Tier 4 D,E,F,S Ca to C R,(U,S) 3

The following tables summarise the company’s concentrations of credit risk:

31 December 2019
Tier 1

$m
Tier 2

$m
Tier 3

$m
Tier 4

$m
Unrated

$m
Total

$m

Financial assets at fair value
– Fixed and floating rate debt securities 914.1 626.5 – – – 1,540.6
– Equity linked funds – – – – 135.6 135.6
– Hedge funds – – – – 51.9 51.9
– Derivative financial assets – – – – 10.5 10.5
Cash and cash equivalents 12.5 – – – – 12.5
Accrued interest 9.9 – – – – 9.9
Claims outstanding, reinsurer’s share – – – – 3.4 3.4
Debtors arising from reinsurance operations – – – – – –
Debtors arising from direct insurance operations – – – – 18.3 18.3
Total 936.5 626.5 – – 219.7 1,782.7

31 December 2018
Tier 1

$m
Tier 2

$m
Tier 3

$m
Tier 4

$m
Unrated

$m
Total

$m

Financial assets at fair value
– Fixed and floating rate debt securities 867.8 428.3 – – – 1,296.1
– Equity linked funds – – – – 53.5 53.5
– Hedge funds – – – – 49.0 49.0
– Derivative financial assets – – – – 1.0 1.0
Cash and cash equivalents 20.9 – – – – 20.9
Accrued interest 8.7 – – – – 8.7
Claims outstanding, reinsurer’s share – – – – 0.5 0.5
Debtors arising from reinsurance operations – – – – 121.2 121.2
Debtors arising from direct insurance operations – – – – 4.3 4.3
Total 897.4 428.3 – – 229.5 1,555.2

The carrying amount of financial assets at the reporting date represents the maximum credit exposure.

At 31 December 2019, the company held no financial assets that were past due or impaired, either for the current year under 
review or on a cumulative basis.

Notes to the financial statements continued

26 Beazley Insurance dac   Report 2019 www.beazley.com



3 Segmental analysis
a) Reporting segments
Segment information is presented in respect of reportable segments. These are based on the company’s management and 
internal reporting structures and represent the level at which financial information is reported to the board, being the chief 
operating decision-maker as defined in IFRS 8. 

The company’s business consists of two operating divisions – direct insurance/reinsurance and intra-group reinsurance, reflecting 
the reporting and governance structure of the company, with the reinsurance underwriting group monitoring the performance of 
the intra-group reinsurance business and the insurance underwriting group monitoring the performance of the direct insurance/
reinsurance business. Within the insurance division, the company has underwrote policies in the Specialty lines1, Cyber & 
executive risk1, Reinsurance, Political, accident & contingency (PAC) and Marine divisions and our segmental analysis is presented 
at this level in accordance with the segment information reported to the chief operating decision-makers.

Segment results, assets and liabilities include items directly attributable to a segment as well as those that can be allocated
on a reasonable basis. The reporting segments do not cross-sell business to each other. Due to the accounting presentation of the 
reinsurance contracts with Beazley Underwriting Limited (represented below as Intra-group reinsurance), claims ratios, expense 
ratios and combined ratios are disclosed in respect of direct insurance business only.

b) Segment information

31 December 2019
Specialty lines

$m

Cyber &
executive risk

$m
Reinsurance

$m
Marine

$m
PAC
$m

Intra-group 
Reinsurance

$m

Total 
reportable
 segments

$m
Unallocated

$m
Total

$m

Segment results
Gross premiums written 22.8 13.6 7.2 0.1 0.1 – 43.8 – 43.8
Net earned premiums 14.1 6.6 5.6 – – – 26.3 – 26.3
Net investment income – – – – – 114.0 114.0 – 114.0
Revenue 14.1 6.6 5.6 – – 114.0 140.3 – 140.3
Net insurance claims (10.0) (4.1) (1.7) – – 126.9 111.1 – 111.1
Net operating expenses (7.9) (2.9) (2.3) – (0.3) (3.1) (16.5) – (16.5)
Foreign exchange loss – – – – – – – (1.2) (1.2)
Finance costs – – – – – – – (20.0) (20.0)
Expenses (17.9) (7.0) (4.0) – (0.3) 123.8 94.6 (21.2) 73.4
Profit on ordinary activities 
before tax (3.8) (0.4) 1.6 – (0.3) 237.8 234.9 (21.2) 213.7

Segment assets 26.8 13.3 4.9 – – 1,780.8 1,825.8 – 1,825.8
Segment liabilities (29.8) (15.9) (4.4) (0.7) (0.3) (596.9) (648.0) – (648.0)
Net assets (3.0) (2.6) 0.5 (0.7) (0.3) 1,183.9 1,177.8 – 1,177.8

Specialty lines
%

Cyber &
 executive risk

%
Reinsurance

%
Marine

%
PAC

%

Claims ratio 71 62 30 – –
Expense ratio 56 44 41 – –
Combined ratio 127 106 71 – –

1	 From 1 January 2019, the Specialty lines division has been split into two divisions – Specialty lines and Cyber & executive risk. The prior year comparatives have 
been reclassified to allow comparison.
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3 Segmental analysis continued

31 December 2018
Specialty lines

$m

Cyber &
 executive risk

$m

Intra-group
 Reinsurance

$m

Total 
reportable
 segments

$m
Unallocated

$m
Total

$m

Segment results
Gross premiums written 7.0 1.2 96.4 104.6 – 104.6
Net earned premiums 2.2 0.4 96.4 99.0 – 99.0
Net investment income – – 29.7 29.7 – 29.7
Revenue 2.2 0.4 126.1 128.7 – 128.7
Net insurance claims (1.6) (0.2) (32.0) (33.8) – (33.8)
Net operating expenses (1.5) (0.2) (17.0) (18.7) – (18.7)
Foreign exchange loss – – – – (12.3) (12.3)
Finance costs – – – – (14.9) (14.9)
Expenses (3.1) (0.4) (49.0) (52.5) (27.2) (79.7)
Profit on ordinary activities before tax (0.9) – 77.1 76.2 (27.2) 49.0

Segment assets 6.6 0.4 1,555.6 1,562.6 – 1,562.6
Segment liabilities (7.5) (0.4) (468.1) (476.0) – (476.0)
Net assets (0.9) – 1,087.5 1,086.6 – 1,086.6

Specialty lines 
%

Cyber &
 executive risk %

Claims ratio 72 50
Expense ratio 68 50
Combined ratio 140 100

An analysis of gross premiums written by reference to the location of the risk insured by the company is provided below . In 2019, 
over 35% of our premium was sourced from the UK, with the remainder in continental Europe.

2019
 $m

2018
 $m

Risks located in US – –
Risks located in Europe 43.8 104.6
Risks located in other countries – –

43.8 104.6

4 Investment return 
2019

 $m
2018

 $m

Income derived from financial assets 87.7 11.0
Income from intercompany financing arrangements 28.6 20.1
Investment income 116.3 31.1
Investment expenses and charges (2.3) (1.4)

114.0 29.7

Investment income derived from financial assets and income from intercompany financing arrangements are trading income 
and are included in the company’s technical account as the assets are held to support the company’s reinsurance and insurance 
activities.

Notes to the financial statements continued
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5 Net operating expenses
2019

$m
2018

$m

Administration costs including commissions payable to Beazley Underwriting Limited 16.5 18.7
16.5 18.7

Administrative expenses include:

Auditor’s remuneration:
2019

$
2018

$

Fees payable for the audit of these annual accounts (£50,317) 63,903 52,611
Fees payable in respect of other services pursuant to legislation (£48,874) 62,070 63,270
Fees payable in respect of tax advisory services – –
Fees payable in respect of other non-audit services (£80,000) 101,600 –

227,573 115,881

The average number of persons employed by the company (including executive directors) during the year, analysed by category, 
was as follows:
Number of employees 2019 2018

Management 1 1
Compliance 1 1
Actuarial 1 –
Risk 1 –
Administration 0.5 0.5

4.5 2.5

6 Staff numbers and costs
The aggregate payroll costs of these persons were as follows:

2019
$m

2018
$m

Wages and salaries 0.8 0.6
Social security costs – –
Charged to profit or loss account 0.8 0.6

Executive director, S M Lake and Group non-executive director, D A Horton, are both executive directors of the company’s parent 
company, Beazley plc. Non-executive director of the company C M Woods is also a non-executive director of Beazley plc. Details  
of all director’s remuneration is included in the table overleaf.

Of the amount disclosed in the table overleaf, $0.4m (2018: $0.5m) was borne by the company. The remaining amount represents 
an estimated allocation of the emoluments paid or payable by Beazley plc to certain directors as part of their group wide executive 
management role. The estimated allocation is based on an estimate of the qualifying services, including management of the 
affairs of the company, they provided to the company during the year.
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6 Staff numbers and costs continued
2019

$m
2018

$m

Directors’ remuneration 0.5 0.6
Pension contributions – –

0.5 0.6

7 Taxation 
2019

$m
2018

$m

Current tax:
Irish corporation tax charge 25.8 5.3
Adjustment in respect of prior year – (0.1)
Tax on profit on ordinary activities 25.8 5.2

Factors affecting the tax charge for the current period
The tax charge for the year is lower (2018 lower) than the standard rate of corporation tax in Ireland, 12.5% due to the differences 
explained below.

2019
$m

2018
$m

Profit on ordinary activities before tax 213.7 49.0
Corporation tax at 12.5% 26.7 6.1

Effect of:
Tax rates in foreign jurisdictions (0.4) –
Permanent differences (0.5) (0.8)
Prior year over provision (2018 over provision) – (0.1)
Tax on profit on ordinary activities 25.8 5.2

8 Financial instruments
Fair value measurement
The table below summarises financial assets carried at fair value using a valuation hierarchy that reflects the significance of 
the inputs used in making the measurements. The fair value hierarchy has the following levels:

Level 1 – Valuations based on quoted prices in active markets for identical instruments. An active market is a market in which 
transactions for the instrument occur with sufficient frequency and volume on an ongoing basis such that quoted prices reflect 
prices at which an orderly transaction would take place between market participants at the measurement date. Included within 
level 1 are bonds and treasury bills of government and government agencies which are measured based on quoted prices in 
active markets.

Level 2 – Valuations based on quoted prices in markets that are not active, or based on pricing models for which significant inputs 
can be corroborated by observable market data (e.g. interest rates, exchange rates). Included within level 2 are government bonds 
and treasury bills which are not actively traded, corporate bonds, asset backed securities and mortgage-backed securities.

Level 3 – Valuations based on inputs that are unobservable or for which there is limited market activity against which to measure 
fair value.

Notes to the financial statements continued
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8 Financial instruments continued
The availability of financial data can vary for different financial assets and is affected by a wide variety of factors, including the 
type of financial instrument, whether it is new and not yet established in the marketplace, and other characteristics specific to 
each transaction. To the extent that valuation is based on models or inputs that are unobservable in the market, the determination 
of fair value requires more judgement. Accordingly the degree of judgement exercised by management in determining fair value 
is greatest for instruments classified in level 3. The company uses prices and inputs that are current as of the measurement date 
for valuation of these instruments.

The table below analyses financial instruments measured at fair value at the 31 December 2019, by the level in the fair value 
hierarchy into which the fair value measurements is categorised:
31 December 2019
Financial assets at fair value through:

Level 1
$m

Level 2
$m

Level 3
$m

Total
$m

Fixed and floating rate debt securities
1) Government issued 459.1 8.1 – 467.2
2) Supernational – – – –
3) Corporate bonds – Investment grade 419.9 567.7 – 987.6
4) Corporate bonds – High yield – 85.8 – 85.8
Equity linked funds – 135.6 – 135.6
Hedge funds/uncorrelated strategies – 51.9 – 51.9
Derivative financial assets 10.5 – – 10.5
Total financial assets at fair value 889.5 849.1 – 1,738.6

Financial liabilities measured at fair value
Derivative financial liabilities 6.4 – – 6.4
Total financial liabilities measured at fair value 6.4 – – 6.4

Financial liabilities not measured at fair value
Tier 2 subordinated debt (2026) – issued in 2016 – 248.9 – 248.9
Tier 2 subordinated debt (2029) – issued in 2019 – 297.9 – 297.9
Total financial liabilities not measured at fair value – 546.8 – 546.8

The table below analyses financial instruments measured at fair value at the 31 December 2018, by the level in the fair value 
hierarchy into which the fair value measurements is categorised:
31 December 2018
Financial assets at fair value through:

Level 1
$m

Level 2
$m

Level 3
$m

Total
$m

Fixed and floating rate debt securities
1) Government issued 375.7 – – 375.7
2) Supernational – – – –
3) Corporate bonds – Investment grade – 920.4 – 920.4
Equity linked funds – 53.5 – 53.5
Hedge funds/uncorrelated strategies – 49.0 – 49.0
Derivative financial assets 1.0 – – 1.0
Total financial assets at fair value 376.7 1,022.9 – 1,399.6

Financial liabilities measured at fair value
Derivative financial liabilities 7.9 – – 7.9
Total financial liabilities measured at fair value 7.9 – – 7.9

Financial liabilities not measured at fair value
Tier 2 subordinated debt (2026) – issued in 2016 – 248.7 – 248.7
Total financial liabilities not measured at fair value – 248.7 – 248.7

As disclosed in further detail in note 20, the company continues to monitor and respond to the global COVID-19 outbreak.
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9 Current tax receivable
2019

$m
2018

$m

Current tax receivable – 5.3
– 5.3

10 Cash and cash equivalents
2019

$m
2018

$m

Cash at bank and in hand 15.0 13.7
Short term deposits (2.5) 7.2
 12.5 20.9

11 Deferred acquisition cost
2019

$m
2018

$m

Balance at 1 January 1.4 234.2 
Effect of endorsement of reinsurance contracts – (234.1) 
Additions 5.0 1.3 
Balance at 31 December 6.4 1.4 

The deferred acquisition costs relate solely to the company’s direct insurance business. See note 1 and 15 for additional 
information on the effect of the endorsement of the reinsurance contracts in 2018.

12 Share capital and other reserves
2019

$m
2018

$m

Authorised: 100,000,000 ordinary shares of (€1) each 128.4  128.4
Allotted, issued and fully paid –  –

There is one share with a nominal value of €1 in issue. A capital contribution of $536.3m was received from Beazley plc on  
29 June 2009. The company also holds a foreign exchange translation reserve of ($42.9m). This balance arose on the change in 
functional currency to USD in 2010. 

The company paid a dividend of $96.6m (£75m), being $100m per share, dividends in 2019 (2018: $78m, £56.7m) to its sole 
shareholder Beazley Ireland Holdings plc.

The profit or loss account was comprised of profits carried forward from previous years of $593.1m and profits for the financial 
year of $187.9m.

13 Technical provisions
13.1 Technical provisions reconciliation

Provision 
for unearned

 premium
$m

Claims
 outstanding

$m

Gross technical provisions  
At 1 January 2019 5.4 165.7
Exchange adjustments (0.2) (0.1)
Movement in provision 12.8 (108.2)
At 31 December 2019 18.0 57.4

Notes to the financial statements continued
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13 Technical provisions continued

Reinsurer’s share of technical provisions

Provision 
for unearned

 premium
$m

Claims
 outstanding

$m

At 1 January 2019 (0.7) (0.5)
Exchange adjustments (0.1) –
Movement in provision (3.4) (2.9)
At 31 December 2019 (4.2) (3.4)

Net technical provisions
At 31 December 2019 13.8 54.0
At 1 January 2019 4.7 165.2

Provision 
for unearned

 premium
$m

Claims
 outstanding

$m

Gross technical provisions  
At 1 January 2018 737.7 2,122.8
Effect of endorsement of reinsurance contracts1 (737.2)  (1,991.2)
Exchange adjustments  (0.2) (0.1)
Movement in provision  5.1 34.2
At 31 December 2018 5.4 165.7

Reinsurer’s share of technical provisions

Provision 
for unearned

 premium
$m

Claims
 outstanding

$m

At 1 January 2018 (0.2) –
Exchange adjustments 0.1 (0.1)
Movement in provision (0.6) (0.4)
At 31 December 2018 (0.7) (0.5)

Net technical provisions
At 31 December 2018 4.7 165.2
At 1 January 2018 737.5 2,122.8

1	 See note 1 and 15 for additional information on the effect of the endorsement of the reinsurance contracts in 2018.

13.2 Technical provisions breakdown
As noted in note 1 above, outstanding claims include claims reserves in respect of the company’s insurance activities, as well as 
claims reserves held in respect of the company’s reinsurance contracts with Beazley Underwriting Limited. The current year gross 
claims reserves are split as follows:

Gross
$m

Net
$m

2019 underwriting year reinsurance contract 20.9 20.9
2018 underwriting year reinsurance contract 15.7 15.7
Direct insurance 38.8 31.2
At 31 December 2019 75.4 67.8

13.3 Loss development tables
The tables presented reflect the gross and net claims development of direct insurance/reinsurance business written through the 
company’s European branch network (on a percentage of gross premium basis) and the absolute claims development of open year 
Intra-group reinsurance contracts in place with Beazley Underwriting Limited. The final table reconciles the claims development of 
all insurance and reinsurance activities to the balance sheet of the company. Each table is split by underwriting year. 
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 13 Technical provisions continued

Gross claims development direct insurance/reinsurance
2017

%
2018

%
2019

%

12 months 59.9 72.1 62.6
24 months 59.9 72.2
36 months 59.9

2017
$m

2018
$m

2019
$m

Total
$m

Gross claims liabilities,  
Direct insurance/reinsurance 0.4 4.2 16.2 20.8

Net claims development direct insurance/reinsurance
2017

%
2018

%
2019

%

12 months 55.8 69.7 60.1
24 months 55.8 70.0
36 months 55.8

2017
$m

2018
$m

2019
$m

Total
$m

Net claims liabilities,  
Direct insurance/reinsurance 0.2 3.5 13.7 17.4

Gross/Net claims development Intra-group reinsurance
2017

$m
2018

$m
2019

$m

12 months 131.5 88.0 20.9
24 months 75.5 15.7
36 months –

2017
$m

2018
$m

2019
$m

Total
$m

Gross and net claims liabilities,  
Intra-group reinsurance – 15.7 20.9 36.6

2017
$m

2018
$m

2019
$m

Total
$m

Gross claims liabilities,  
Total 0.4 19.9 37.1 57.4

2017
$m

2018
$m

2019
$m

Total
$m

Net claims liabilities,  
Total 0.2 19.2 34.6 54.0

14 Debtors arising from reinsurance activities
The following table displays the amounts due from Beazley Underwriting Limited under the excess of loss reinsurance agreements. 
Debtors arising from reinsurance activities are recognised when a reinsurance contract is in a profitable position at the reporting 
date. 

 
2019

$m
2018

 $m

Balance at 1 January 2019 121.2 –
Effect of endorsement of reinsurance contracts* – 24.8
Additions/(distributions) (121.2) 96.4
Balance at 31 December 2019 – 121.2

* See note 1 and 15 for additional information on the effect of the endorsement of the reinsurance contracts in 2018.

Notes to the financial statements continued
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14 Debtors arising from reinsurance activities continued
The following table provides an additional split of reinsurance debtors, into each open year of account contract in place at the 
reporting date:

 
2017

$m
2018

$m
2019

 $m

Balance at 1 January 2019 121.2 – –
Additions/(distributions) (121.2) – –
Balance at 31 December 2019 – – –

15 Reinsurance contract endorsements
The following table was included in the company’s financial statements in 2018, providing additional information as to how the 
endorsements of the reinsurance contracts with Beazley Underwriting Limited were reflected on the company’s balance sheet as 
at 1 January 2018. As the 2018 comparatives are included in this year’s financial statements, the company is re-presenting this 
table in this year’s financial statements.

Balance sheet

Pre
 endorsement 

1 January
 2018

$m

2016 year 
of account

 endorsement
$m

2017 year 
of account

 endorsement
$m

Post
 endorsement 

1 January 
2018

$m

Assets
Fixed assets 0.2 – – 0.2
Investments 1,234.3 – – 1,234.3
Reinsurer’s share of technical provisions 0.2 – – 0.2
Debtors arising from reinsurance operations – 24.8 – 24.8
Debtors 2,737.9 (1,771.2) (747.9) 218.8
Cash 23.1 – – 23.1
Prepayments and accrued income 238.5 (22.6) (211.5) 4.4
Total assets 4,234.2 (1,769.0) (959.4) 1,505.8

Liabilities
Technical provisions 2,860.5 (1,769.0) (959.4) 132.1
Creditors 4.0 – – 4.0
Financial liabilities 248.9 – – 248.9
Total liabilities 3,113.4 (1,769.0) (959.4) 385.0

Net assets 1,120.8 – – 1,120.8

16 Funds at Lloyd’s
The Funds at Lloyd’s to support the underwriting of Beazley Underwriting Limited on syndicates 2623 and 3623 have been 
provided by the company by way of deposits of $1,494.3m (2018: $994.3m). The Funds at Lloyd’s, included in financial assets on 
the company’s balance sheet, may consist of certain approved assets only and are subject to a deed of charge in favour of Lloyd’s. 
In return for providing the Funds at Lloyd’s, Beazley Underwriting Limited pays the company an annual fee. 

17 Related parties
The direct owner of the company’s share capital is Beazley Ireland Holdings plc and ultimate controlling party is Beazley plc. 
The company has an amount due from group undertakings of $32.5m at the reporting date (2018: due to group undertakings 
$43.2m). 

The following table displays compensation paid to key management during the year. Key management compensation includes 
amounts paid by the company to executive and non-executive directors and other senior management. 

2019
$m

2018
$m

Salaries and other short term benefits 0.9 0.6
Pension contributions 0.1 –

1.0 0.6
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18 Ultimate parent undertaking
The ultimate parent undertaking is Beazley plc, incorporated and resident in the United Kingdom. The largest and the smallest 
group in which the results of the company are consolidated is that headed by Beazley plc. The accounts of Beazley plc are 
available to the public at www.beazley.com and at Plantation Place South, 60 Great Tower Street, London EC3R 5AD, United Kingdom. 

19 Financial liabilities

 
2019

$m
2018

$m

Carrying value
Tier 2 subordinated debt – issued in 2016 248.9 248.7
Tier 2 subordinated debt – issued in 2019 297.9 –
Derivative financial instruments 6.4 7.9
Total financial liabilities 553.2 256.6

Fair value
Tier 2 subordinated debt issued in 2016 276.8 249.4
Tier 2 subordinated debt – issued in 2019 318.6 –
Derivative financial instruments 6.4 7.9
Total financial liabilities 601.8 257.3

The fair value of the tier 2 subordinated debt is based on quoted market price. 

In November 2016, the company issued $250m of subordinated tier 2 notes due in 2026. Annual interest, at a fixed rate of 
5.875% is payable each year. In September 2019, the company issued $300m additional subordinated tier 2 notes due in 2029. 
Annual interest, at a fixed rate of 5.5% is payable each year. 

All subordinated debt is listed on the London Stock Exchange. Interest paid on this debt during 2019 was $20.0m (2018: $14.9m). 

20 Post balance sheet events
The company continues to monitor and respond to the global COVID-19 outbreak. While significant uncertainty exists as to the 
full extent of the impact of this outbreak on the company, the main impacts are expected to relate to the company’s reinsurance 
contracts with Beazley Underwriting Limited and the company’s investment portfolio. The company’s investment portfolio at 
31 December 2019 was heavily weighted toward government issued and investment grade corporate debt, however the company 
took further action throughout the first quarter of 2020 to reduce its exposures to equities and to lengthen the duration of the 
investment portfolio as a whole. 

From an operational perspective, the group and the company boards have invested significantly in the resilience of the Beazley 
workforce, ensuring they can all work remotely and are able to be flexible about how, when and where they work. Since the 
outbreak of COVID-19 the group and company have spent time confirming the level of preparedness with both staff and 
stakeholders. The group and company boards continue to monitor the situation and are able to activate continuity plans at 
short notice.

The company is of the view that as the events likely to impact the company’s business did not exist at the end of the reporting 
period, these events are non-adjusting post balance sheet events for the purposes of these financial statements and thus no 
adjustment has been made in the financial statements for the year ended 31 December 2019.

21 Approval of financial statements
The board of directors approved these financial statements on 2 April 2020.

Notes to the financial statements continued
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The EU-wide regulatory regime for insurance and reinsurance 
companies, known as Solvency II, came into force with effect 
from 1 January 2016, requiring new reporting and public 
disclosure of information. This document is the fourth version  
of the Solvency and Financial Condition Report (SFCR) that 
is required to be published annually by Beazley Insurance dac 
(BIdac or the company).

The report covers the business and performance of the 
company, its system of governance, risk profile, valuation 
for solvency purposes and capital management and has 
been approved by the board of directors. 

In July 2017 the company received authorisation from the 
Central Bank of Ireland (CBI) to convert from a reinsurance 
company into a non-life insurance company permitted to 
transact business throughout the European Union. To that  
end the company was renamed Beazley Insurance dac. 
Subsequently the company established a branch network in  
the United Kingdom, France, Germany and Spain and operates 
across Europe on a freedom of services basis. The company 
underwrote its first policies for European banks in the fourth 
quarter of 2017. 

Through 2019, the company continued to invest in and develop 
its business across Europe. The company underwrote its first 
risks across a number of new classes of business including 
$7.2m gross reinsurance business from our Munich office. 
The company also underwrote its first risks through Beazley’s 
e-trading platform, MyBeazley. Premiums from the company’s 
non-life insurance and reinsurance business carried out 
through its branches grew from $8.2m in 2018 to $43.8m in 
2019. The company expanded its branch network by obtaining 
authorisation from FINMA and the Central Bank of Ireland 
to open a Swiss branch in November 2019. The company 
underwrote its first risks through the Swiss branch in  
December 2019.

The company also continues to act as an intra-group reinsurer 
and provides capital to support the underwriting activities 
of its sister company, Beazley Underwriting Limited (BUL). 
BUL is a Lloyd’s of London corporate member. It participates 
in the Lloyd’s insurance market on a limited liability basis 
through syndicates 2623, 3622 and 3623. The company has 
an aggregate excess of loss reinsurance agreement with BUL.

BUL cedes 75% (less a profit retention of $4m) of the final 
declared result of its participation in syndicates 2623 and 3623 
to the company. In the event that the declared result is a loss, 
the extent of the reinsurance is limited to the loss in excess 
of $4m not exceeding 75% of the Funds at Lloyd’s provided 
by the company. 

The Solvency II technical provisions have been calculated in 
line with a literal interpretation of the Solvency II regulation 
that considers the contract cash flows, particularly in relation 
to the aggregate excess of loss reinsurance agreement with 
BUL with effect from year end 2017. The cash flows represent 

the premium (provided the declared result of BUL is a profit) 
or claim (in the case of a loss) paid in respect of BUL’s declared 
result and the fees for providing capital to support BUL’s 
reinsured underwriting at Lloyd’s. 

In September 2019, the company issued an additional $300m 
Tier 2 subordinated debt.

The main political change that both Beazley as a group and 
the company continued to navigate in 2019 was Brexit. Where 
possible, the company is providing an alternative platform 
for syndicate business under threat from Brexit which has 
required the company to make a number of applications to 
the CBI to broaden its business plans to cover additional 
lines of business. In this regard, the company has received 
authorisation from the CBI to write non Specialty lines and 
Cyber & executive risks (the Specialty lines division was split 
into two divisions from 1 January 2019 – Specialty lines and 
Cyber and executive risks). In addition, the company has applied 
to the Prudential Regulation Authority (PRA) for authorisation 
of our UK branch as a third country branch. We have been 
registered under the PRA’s temporary permissions regime until 
such time as the application process has been completed. The 
group has received authorisation to establish Beazley Solutions 
International Limited (BSIL), an insurance intermediary 
domiciled in Ireland to replace Beazley Solutions Ltd (BSOL), the 
company incorporated and resident in the UK and previously 
used as our delegated underwriter in Europe. 

The company continues to monitor and respond to the global 
COVID-19 outbreak. While significant uncertainty exists as to 
the full extent of the impact of this outbreak on the company, 
the main impacts are expected to relate to the company’s 
reinsurance contracts with Beazley Underwriting Limited and 
the company’s investment portfolio. The company’s investment 
portfolio at 31 December 2019 was heavily weighted toward 
government issued and investment grade corporate debt, 
however the company took further action throughout the first 
quarter of 2020 to reduce its exposures to equities and to 
lengthen the duration of the investment portfolio as a whole.

From an operational perspective, we have invested significantly 
in the resilience of the Beazley workforce, ensuring they can 
all work remotely and are able to be flexible about how, when 
and where they work. Since the outbreak of COVID-19 the 
group and company have spent time confirming the level of 
preparedness with both staff and stakeholders. The group and 
company boards continue to monitor the situation and are able 
to activate continuity plans at short notice.

BIdac holds a level of capital over and above its regulatory 
requirements. As at 31 December 2019, total own funds were 
$1,706.5m, compared to the Solvency Capital Requirement 
(SCR) of $709.6m. The amount of surplus capital held is 
considered on an ongoing basis in light of the current regulatory 
framework, opportunities for growth and a desire to maximise 
returns for the shareholder. 

Summary
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A. Business and performance

A.1 Business
Beazley Insurance dac (BIdac or the company) is a company 
incorporated in Ireland.

The address of the registered office is:
	 2 Northwood Avenue
	 Santry
	 Dublin
	 D09 X5N9 
	 Ireland

The supervisor of BIdac and the Beazley group (the group) 
is the Central Bank of Ireland (CBI) and can be contacted at:
	 Central Bank of Ireland
	 PO Box 559
	 New Wapping Street 
	 North Wall Quay
	 Dublin 1
	 Ireland

The independent auditor of the company is:
	 Ernst & Young
	 Harcourt Centre 
	 Dublin 2
	 Ireland

BIdac is a wholly owned subsidiary of Beazley Ireland Holdings plc, 
which is in turn wholly owned by Beazley plc.

The group operates across Lloyd’s of London, the US and 
Europe through a variety of legal entities and structures. The 
main entities within the legal entity structure are demonstrated 
in the diagram at the bottom of this page.

In July 2017 the company received authorisation from the 
CBI to convert from a reinsurance company into a non-life 
insurance company permitted to transact business throughout 
the European Union. To that end the company was renamed 
Beazley Insurance dac. Subsequently the company established 
a branch network in the United Kingdom, France, Germany and 
Spain and operates across Europe on a freedom of services 
basis. The initial focus was on specialty lines business however 
in 2018 the company obtained authorisation from the CBI 
to write other lines of business. In 2019, the company grew 
its Specialty lines business (this division was split into two 
divisions from 1 January 2019 – Specialty lines and Cyber 
& executive risks) and underwrote its first Reinsurance, 
Marine and Political, Accident and Contingency (PAC) risks. 
The company also expanded its branch network by obtaining 
authorisation from FINMA and the Central Bank of Ireland to 
open a Swiss branch. We underwrote our first risks through the 
Swiss branch in December 2019. 

The company also continues to act as an intra-group reinsurer 
and provides capital to support the non-life underwriting 
activities of its sister company, Beazley Underwriting Limited 
(BUL). BUL is a Lloyd’s of London corporate member. It 
participates in the Lloyd’s insurance market on a limited liability 
basis through syndicates 2623, 3622 and 3623. 

Beazley Insurance dac Beazley Group Ltd

Capital

Capital

Reinsurance
contract Beazley USA

Beazley Ireland Holdings plc

Third party capital providers

Quota share

Management

Excess of loss contract

Beazley
USA

Services,
Inc.

(service
company)

Beazley
Insurance
Company,

Inc.
(admitted
insurance
company;
A rated)

Syndicate 2623

Syndicate 623

Syndicate 3622

Syndicate 6107

Syndicate 3623

Beazley plc

Syndicate 6050

Syndicate 5623** Syndicate 5623 is supported by both 
 Beazley capital and third party capital.

Quota share

Beazley Underwriting Ltd
(Corporate member)

Beazley Furlonge Ltd
(Managing agency)
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A.1 Business continued
BUL cedes 75% of the final declared result of its participation 
in syndicates 2623 and 3623 less a profit retention of $4m, to 
the company. In the event that the declared result is a loss, the 
extent of the reinsurance is limited to the loss in excess of $4m 
not exceeding 75% of the Funds at Lloyd’s which is provided 
to BUL by the company under the reinsurance arrangement. 

In 2019, the company’s business consisted of two operating 
divisions – direct insurance/reinsurance and intra-group 
reinsurance, reflecting the reporting and governance structure 
of the company. Within the direct insurance/reinsurance 
division the company has underwritten policies in the Specialty 
lines, Cyber & executive risks, Reinsurance, PAC and Marine 
divisions. The following tables provide a breakdown of net 
premiums written by division in 2019 and 2018. Premiums 
written in the PAC and Marine divisions represents less than 
1% of the total premium written in 2019 therefore is not 
represented in the below table due to rounding.

2019

Specialty lines 55%
Cyber & executive risks 29%
Reinsurance 16%
PAC –
Marine –
Intra-group reinsurance1 –

2018

Specialty lines 7%
Cyber & executive risks2 1%
Intra-group reinsurance 92%
1	 No premium was recognised for intra-group reinsurance in 2019 as the 

reinsurance contracts with BUL were in a loss making position at the  
reporting date. 

2	 2018 comparative information updated to reflect split of Specialty Lines 
division into Specialty lines and Cyber & executive risks.

The table below provides an analysis of the geographical 
breakdown of premiums written. Our operating divisions are 
split between intra-group reinsurance (contracts with BUL, a 
UK domiciled company) and insurance/reinsurance (contracts 
written through our EU branches in the Specialty lines, Cyber 
& executive risks, Reinsurance, PAC and Marine divisions), 
therefore our geographical breakdown of premium is solely in 
Europe. In 2019, over 35% of our premium was sourced from 
the UK, with the remainder in continental Europe. 

2019
%

2018
%

US – –
Europe 100% 100%
Other – –
Total 100% 100%

Premiums, claims and expenses by country, as disclosed in 
the appendix, presents the underlying breakdown by country 
of the business written in Europe. Additional information on 
underwriting performance by Solvency II line of business can 
be found in section A.2. 

In September 2019, the company issued an additional $300m 
Tier 2 subordinated debt.

The main political change that both Beazley as a group and the 
company continued to navigate in 2019 was Brexit, although 
this is not a significant threat to the company directly or 
indirectly through the reinsurance contract with BUL as the 
majority of premium underwritten by syndicates 2623 and 
3623 is from the US. Where possible, the company is providing 
an alternative platform for syndicate business under threat 
from Brexit. In this regard, the company obtained authorisation 
from the CBI to write non-Specialty lines and Cyber & executive 
risks, lines of business. The group has received authorisation 
to establish Beazley Solutions International Limited (BSIL), 
an insurance intermediary domiciled in Ireland to replace 
BSOL – the company incorporated and resident in the UK 
and previously used as our delegated underwriter in Europe. 
In addition, the company has applied to the Prudential 
Regulation Authority (PRA) for authorisation of our UK branch 
as a third country branch. We have been registered under the 
PRA’s temporary permissions regime until such time as the 
application process has been completed. 

The company is targeting additional growth in Europe by writing 
direct insurance/reinsurance through its European branch 
network. This direct business is projected to grow substantially 
in the coming years. The company intends to further expand 
its product offering throughout Europe during 2020 having 
underwritten its first risks through our Reinsurance, PAC and 
Marine divisions in 2019. The company is also looking to enter 
into a limited number of delegated underwriting agreements 
in 2020 as it continues to expand its underwriting capability in 
Europe.

The main driver of the company’s performance and capital 
position over the coming years is still projected to be the 
company’s intra-group reinsurance contracts with BUL. 
Through these contracts, the company will benefit from the 
diverse portfolio which the Beazley group maintains across its 
underwriting divisions.

Looking forward, the group and BUL will actively seek to grow 
the areas of where we see the best opportunities for future 
profitability and shrink areas where margins are challenged. 
As we enter 2020, the Beazley group will continue to grow 
our business prudently and anticipate achieving double digit 
premium growth within our syndicates, which should benefit 
the company through the reinsurance contracts with BUL. 
A key component of growth throughout the group will be the 
growth of Specialty lines international, of which the European 
branches of the company, including our newly opened Swiss 
branch, play an important role.
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A. Business and performance continued

A.1 Business continued
Beazley’s underwriting strategy of exercising discipline across a diverse portfolio of specialist insurance products will remain 
a constant, and leaves the company well positioned for 2020.

A.2 Underwriting performance
Data in the table below presents the GAAP underwriting performance by Solvency II line of business

The below table shows the classification of the company’s divisions into their lines of business for Solvency II purposes.

Division Solvency II Lines of Business

Specialty lines General Liability/Non-Proportional casualty reinsurance
Cyber & executive risks General Liability
Reinsurance Non-Proportional property reinsurance
PAC Credit & Suretyship
Marine Marine, Aviation and Transport 
Intra-group reinsurance Non-Proportional casualty reinsurance

The underwriting performance of each line of business is outlined in the below table.

2019

General 
Liability

 $m

Non-proportional
 property

 reinsurance
 $m

Credit and
 Suretyship

 $m

Marine, Aviation
 and Transport

 $m

Non-proportional
 casualty 

reinsurance 
$m

Total 
$m

Net premiums written 29.1 5.8 0.1 0.1 0.6 35.7
Net earned premiums 20.1 5.6 – – 0.6 26.3
Net claims incurred (13.5) (1.7) – – 126.6 111.4
Expenses incurred (11.1) (2.2) – 0.1 (5.6) (18.8)
Underwriting performance (4.5) 1.7 – – 121.6 118.8

2018

General
liability

$m

Non-proportional 
casualty 

reinsurance
$m

Total
 $m

Net premiums written 7.1 96.4 103.5
Net earned premiums 2.6 96.4 99.0
Net claims incurred (1.7) (32.0) (33.7)
Expenses incurred (1.8) (18.4) (20.2)
Underwriting performance (0.9) 46.0 45.1
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A.2 Underwriting performance continued
Geographical breakdown
From a Solvency II perspective, the GAAP gross premiums written underwritten by the branches of $43.8m (2018: $8.2m) 
are all classified as originating from the UK and continental Europe. No gross premium has been recognised in relation to the 
reinsurance contract with BUL (2018: $96.4m) as the reinsurance contracts were in a loss making position at the reporting date. 
Further details on the geographical breakdown is presented in the S.05.02.01 quantitative reporting template within the appendix. 

GAAP segmental analysis
Segment information is presented in respect of reportable segments. These are based on the company’s management and 
internal reporting structures and represent the level at which financial information is reported to the board, being the chief 
operating decision-maker.

The company’s activities are displayed below in segments representing insurance/reinsurance (represented below as Specialty 
lines, Cyber & executive risks, Reinsurance, PAC and Marine) and intra-group reinsurance activities which reflects the reporting 
and governance within the company, with the insurance underwriting group monitoring the performance of the insurance/
reinsurance business and the reinsurance underwriting group monitoring the performance of the intra-group reinsurance business.

31 December 2019

Specialty 
lines

$m

Cyber &
 executive

 risks 
$m

Reinsurance
$m

Marine
$m

PAC 
$m

Intra-group 
reinsurance

$m

Total 
reportable
 segments

$m
Unallocated

$m
Total

$m

Segment results
Gross premiums written 22.8 13.6 7.2 0.1 0.1 – 43.8 – 43.8
Net earned premiums 14.1 6.6 5.6 – – – 26.3 – 26.3
Net investment income – – – – – 114.0 114.0 – 114.0
Revenue 14.1 6.6 5.6 – – 114.0 140.3 – 140.3
Net insurance claims (10.0) (4.1) (1.7) – – 126.9 111.1 – 111.1
Net operating expenses (7.9) (2.9) (2.3) – (0.3) (3.1) (16.5) – (16.5)
Foreign exchange loss – – – – – – – (1.2) (1.2)
Finance costs – – – – – – – (20.0) (20.0)
Expenses (17.9) (7.0) (4.0) – (0.3) 123.8 94.6 (21.2) 73.4
Profit on ordinary activities 
before tax (3.8) (0.4) 1.6 – (0.3) 237.8 234.9 (21.2) 213.7

31 December 2018

Specialty 
lines

$m

Cyber &
 executive 

risks
 $m

Intra-group
 reinsurance

 $m

Total 
reportable
 segments

 $m
Unallocated

$m
Total

$m

Segment results
Gross premiums written 7.0 1.2 96.4 104.6 – 104.6
Net earned premiums 2.2 0.4 96.4 99.0 – 99.0
Net investment income – – 29.7 29.7 – 29.7
Revenue 2.2 0.4 126.1 128.7 – 128.7
Net insurance claims (1.6) (0.2) (32.0) (33.8) – (33.8)
Net operating expenses (1.5) (0.2) (17.0) (18.7) – (18.7)
Foreign exchange loss – – – – (12.3) (12.3)
Finance costs – – – – (14.9) (14.9)
Expenses (3.1) (0.4) (49.0) (52.5) (27.2) (79.7)
Profit on ordinary activities before tax (0.9) – 77.1 76.2 (27.2) 49.0

2018 comparative information updated to reflect split of Specialty lines division into Specialty lines and Cyber & executive risks.

2019 was the second full year of operations of our direct insurance division. Premium was written through our five European 
branches – London, Paris, Barcelona, Munich and Zurich across a number of focus groups including financial institutions, 
management liability, cyber, property catastrophe, aviation and political.
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A. Business and performance continued

A.2 Underwriting performance continued
The company’s profit before tax increased to $213.7m in 2019 (2018: $49.0m) primarily due to increased investment income 
recognised directly on the company’s financial assets, and indirectly through the company’s reinsurance contract with BUL. 
Further GAAP segmental analysis is presented in note 3 of the Beazley Insurance dac 2019 annual report.

A.3 Investment performance
Summary of investment return including income from intercompany financing arrangements

Investment return
2019

$m
2018

$m

Income derived from financial assets1 87.7 11.0
Income from intercompany financing arrangements2 28.6 20.1
Investment income 116.3 31.1
Investment expenses and charges (2.3) (1.4)
Total 114.0 29.7
1	 Income derived from financial assets reflects the investment return generated from Bidac’s financial assets, including the assets it deposits with Lloyd’s, as 

trustee, to support the underwriting activities of BUL. This data is comparable between 2019 and 2018.
2	 Income from intercompany financing arrangements includes fees received from BUL in connection with Bidac’s provision of assets supporting BUL  

underwriting activity.

Summary of investment return excluding income received from intercompany financing activities
2019 2018
% $m % $m

Income derived from financial assets – 87.7 – 11.0
Investment expenses and charges – (2.3) – (1.4)
Total 5.4 85.4 0.7  9.6
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A.3 Investment performance continued
Income and expenses by asset class ($m)

Capital growth

2019
Fixed

interest Equity
Hedge
funds

Total
$m

Income 67.5 17.3 2.9 87.7
Expenses (2.0) (0.1) (0.2) (2.3)
Net 65.5 17.2 2.7 85.4

Capital growth

2018
Fixed

interest Equity
Hedge
funds

Total
$m

Income 21.4 (10.9) 0.5 11.0
Expenses (1.1) (0.1) (0.2) (1.4)
Net 20.3 (11.0) 0.3 9.6

Breakdown of total return on investment assets (%)
Capital growth

2019
Fixed 

interest Equity
Hedge 
funds Total %

Total 
$m

Total return 5.3 24.7 6.0 16.2 5.5 87.7

Capital growth

2018
Fixed 

interest Equity
Hedge 
funds Total %

Total 
$m

Total return 1.7 (13.2) 0.5 (7.8) 0.8 11.0

Investment assets returned 5.5% in 2019 (2018: 0.8%) . The 2019 return exceeded expectations, helped by benign investment 
conditions throughout much of the year as bond yields fell, credit spreads narrowed and equities rallied strongly.

There are currently no investments in structured securities and no plans to add exposure during 2020.

A.4 Performance of other activities
BIdac has no material income or expenses other than the income and expenses included within the segmental in A.2 and A.3.

A.5 Any other information
There are no material leasing arrangements in place (2018: nil).

The company continues to monitor and respond to the global COVID-19 outbreak. While significant uncertainty exists as to the 
full extent of the impact of this outbreak on the company, the main impacts are expected to relate to the company’s reinsurance 
contracts with Beazley Underwriting Limited and the company’s investment portfolio. The company’s investment portfolio at 
31 December 2019 was heavily weighted toward government issued and investment grade corporate debt, however the company 
took further action throughout the first quarter of 2020 to reduce its exposures to equities and to lengthen the duration of the 
investment portfolio as a whole.

From an operational perspective, we have invested significantly in the resilience of the Beazley workforce, ensuring they can all 
work remotely and are able to be flexible about how, when and where they work. Since the outbreak of COVID-19 the group and 
company have spent time confirming the level of preparedness with both staff and stakeholders. The group and company boards 
continue to monitor the situation and are able to activate continuity plans at short notice.
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B. System of governance

B.1 General information on the system  
of governance
The Beazley Insurance dac (BIdac or the company) board has 
a majority of independent non-executive directors. The chair 
is an independent non-executive director.

The board retains ultimate authority for all strategic issues 
and management decisions of BIdac including effective, 
prudent and ethical oversight as well as setting the company 
strategy and ensuring that risk and compliance are properly 
managed. The board may delegate its powers for review 
and research purposes within specific terms of reference 
to committees and working groups. The committees and 
working groups act in an advisory capacity to the board.

The BIdac board has formed the following sub committees:
•	audit committee; and
•	risk and compliance committee.

These committees have the power to carry out activities on 
behalf of the board to the extent of the authority delegated 
to them by the board, as set out in their terms of reference.

The board has also established a number of executive 
committees or groups:
•	reinsurance underwriting group;
•	insurance underwriting group;
•	regulatory review committee;
•	operations group; 
•	branch manager committee; and
•	Swiss branch management committee

The general manager has responsibility for operations, 
compliance and performance which includes the smooth 
running of the business and effective function of the day-to-day 
operations of BIdac and for any changes thereto.

BIdac has a head of compliance, head of actuarial function and 
chief risk officer as approved by the Central Bank of Ireland 
(CBI). The key functions of risk management, actuarial, internal 
audit and compliance are all supported by the Beazley group 
functions under the terms of an intra-group service agreement 
between BIdac and Beazley Management Limited (BML).

A review of the systems of governance is carried out annually 
and the 2019 review concluded that no actions were required. 

Remuneration policy and practices
The board has adopted a remuneration policy which is overseen 
and reviewed by the Beazley plc remuneration committee.

The main aim of the policy is to ensure that management 
and staff are remunerated fairly and in such a manner as to 
facilitate the recruitment, retention and motivation of suitably 
qualified personnel.
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B.1 General information on the system of governance continued
Beazley believes that:
•	performance-related remuneration is an essential motivation to management and staff and should be structured to ensure 

that executives’ interests are aligned with those of shareholders;
•	individual rewards should reflect the group objectives and be dependent on the profitability of the group but should 

be appropriately balanced against risk considerations;
•	the structure of packages should support meritocracy, an important part of Beazley’s culture;
•	reward potentials should be market-competitive; and
•	executives’ pay should include an element of downside risk. 

Beazley’s policy is to maintain a suitable balance between fixed and variable remuneration which will vary depending on an 
individual’s role and seniority.

Independent non-executive directors’ fees comprise payment of an annual basic fee and additional fees to reflect specific 
responsibilities, where applicable. No independent non-executive director participates in the group’s incentive arrangements 
or pension plan.

The following tables set out the additional incentive arrangements for staff within the organisation other than executive directors 
of Beazley plc:
Element Objective Summary

Profit related pay plan To align underwriters’ reward with the profitability of 
their account.

Profit on the relevant underwriting account 
as measured at three years and later. 

Support bonus plan To align staff bonuses with individual 
performance and achievement of objectives.

Participation is limited to staff members not on the 
group executive or in receipt of profit related pay 
bonus. The support bonus pool may be enhanced 
by a contribution from the enterprise bonus pool.

Retention shares To retain key staff. Used in certain circumstances. Full vesting 
dependent on continued employment over six years.

The remuneration committee regularly reviews remuneration governance in the context of Solvency II remuneration guidance, 
other corporate governance developments and institutional shareholders’ guidance. The group chief risk officer reports annually 
to the remuneration committee on risk and remuneration as part of the regular agenda. The committee believes the group is 
adopting an approach which is consistent with, and takes account of, the risk profile of the group. 

All employees of BIdac may participate in a defined contribution pension plan, which is non-contributory, and are offered benefits 
such as private medical insurance and permanent health insurance. Beazley also operates an Irish Revenue-approved SAYE 
scheme for the benefit of Irish-based employees of the group. 

The performance criteria on which variable components of remuneration are based are as follows:
Incentive plan Performance measures Why performances measures were chosen and target is set

Annual bonus plan Profit and ROE, risk 
adjustment, individual 
performance.

•	The committee believes the approach to the determination of bonuses 
creates alignment to shareholders’ interests and ensures that bonuses are 
affordable, while the ROE targets increase the performance gearing and the 
risk adjustment is consistent with and promotes effective risk management.

•	The committee reviews the bonus pool framework each year to ensure that 
it remains appropriate and targets are set taking into account the prevailing 
environment, interest rates and expected investment returns, headcount 
and any other relevant factors.

•	A key principle of the process is that the committee exercises its judgement 
in determining individual awards taking into account the individual’s 
contribution and performance.
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Incentive plan Performance measures Why performances measures were chosen and target is set

Profit related  
pay (PRP)

To align the interests 
of the group and the 
individual through aligning 
underwriters to the long-
term profitability of their 
portfolio. Profit related pay 
is awarded irrespective of 
the results of the group.

•	Underwriters that have significant influence over a portfolio are offered this 
arrangement. There is no automatic eligibility.

•	This bonus is awarded as cash and is based on the performance of the 
individual’s account as measured by the results following the Q3 peer review 
in the third year. Under the profit related plan payments are aligned with the 
timing of profits achieved on the account. For long-tail accounts this may be 
in excess of six years. If the account deteriorates then payouts are ‘clawed 
back’ through adjustments to future payments.

•	Targets are set through the business planning process and reviewed by a 
committee formed of executive committee members including the chief risk 
officer and functional specialists including group actuary and head of talent 
management.

•	From 2012 onwards any new profit related pay plans may be at risk of 
forfeiture or reduction if, in the opinion of the remuneration committee, 
there has been a serious regulatory breach by the underwriter concerned, 
including but not limited to the group’s compliance, bribery, conflicts of 
interest or conduct risk policies.

Deferred share plan Award of nil cost share 
awards. Generally awarded 
as a deferred element 
of the annual bonus.

•	This is a discretionary award.
•	Vesting is dependent on continued employment for three years.
•	An element of all bonuses (including those from the variable incentive pool), 

apart from PRP, may be awarded in deferred shares.
•	Awards from this plan may also be awarded with performance conditions 

in special circumstances, for example, recruitment.

Long term  
incentive plan

Award of shares to  
align the senior employees 
to the out-performance 
of the group by setting 
stretching performance 
targets over the longer-
term growth in net asset 
value per share (NAVps) 
over three years and 
five years. In accordance 
with the updated UK
Corporate Governance 
Code the first tranche of 
the 2019 LTIP award will be 
subject to a further two year 
holding period (for executive 
directors only) taking the 
total time frame for the 
entire award to five years.

•	Creates alignment to one of Beazley’s key performance indicators.
•	The committee reviews the NAVps targets periodically to ensure they  

remain appropriate with reference to the internal business plan, the  
external environment and market practice.

•	In the event that NAVps were to become unsuitable as a performance 
measure in the opinion of the committee (for example due to a change 
in accounting standards) the committee would substitute a measure which 
followed broadly similar principles.

Investment in  
underwriting

The plan mirrors 
investment in an 
underwriting syndicate.

•	The Beazley staff underwriting plan provides for participants to contribute 
personal capital to Beazley syndicates. Selected staff are invited to 
participate through bonus deferral with an element of cash incentives 
‘at risk’ as capital commitments.

Malus To include provisions that 
would enable the company 
to recover sums paid or 
withhold payment of any 
sum in circumstances 
when it would be 
appropriate to do so.

•	Malus provisions apply to the LTIP and deferred shares whereby the 
committee has the discretion to reduce or withhold an award in certain 
circumstances.

During 2019 two senior individuals were granted an award of deferred shares. (2018: no individual was granted an award of 
deferred shares).

B. System of governance continued

B.1 General information on the system of governance continued
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B.2 Fit and proper requirements
Our approach is to ensure that all key functions are identified 
with prescribed responsibilities allocated and that persons 
who effectively run the undertaking or have other key functions, 
and are important to the sound and prudential management 
of the undertaking, fulfil the following requirements:
•	their professional qualifications, knowledge and experience 

are adequate to enable sound and prudent management (fit);
•	they are of good repute and integrity (proper); and
•	they currently meet and annually subscribe to continue 

to meet all relevant supervisory standards.

Beazley group’s policy is that CBI pre-approved controlled 
functions (PCFs) and controlled functions (CFs) must meet 
the fitness and probity standards as required by the CBI, and 
in that regard we will ensure compliance with the provisions 
of Solvency II, to which the CBI regime is aligned. 

Beazley Insurance dac seeks to ensure that members of the 
BIdac governance bodies, all PCFs and CFs (collectively – 
‘approved persons’) possess sufficient professional 
qualifications, knowledge and experience in the relevant areas 
of the business to give adequate assurance that they are 
collectively able to provide a sound and prudent management 
of the company. The assessment of whether a person is 
‘fit’ shall take account of the respective duties allocated to 
that person and, where relevant, the insurance, financial, 
accounting, actuarial and management skills of the person. 
In the case of members of the board, the assessment shall 
take account of the respective duties allocated to individual 
members to ensure appropriate diversity of qualification, 
knowledge and relevant experience to ensure that the business 
is managed and overseen in a professional manner. 

Additionally our policy is to assess the fitness of approved 
persons against the key competencies required by the CBI, 
namely:
•	conduct to be competent and capable – a person shall 

have the qualifications, experience, competence and capacity 
to the relevant function;

•	conduct to be honest, ethical and to act with integrity – 
a person must be able to demonstrate that his or her ability 
to perform the relevant function is not adversely affected 
to a material degree; and

•	financial soundness – a person shall manage his or her 
affairs in a sound and prudent manner.

Our policy is to apply this approach to both external and internal 
appointments. We then tailor individual development plans, 
including mentoring as appropriate, for the appointee to ensure 
that they are able to fulfil their obligations in their approved 
person roles. 

B.3 Risk management system including 
the own risk and solvency assessment
Risk management strategy
The Beazley Insurance dac risk and compliance committee 
provides oversight of the risk management framework and 
reports to the Beazley Insurance dac board. Beazley Insurance 
dac risk management sits within and is in accordance with the 
group’s overall risk management framework.

Clear roles, responsibilities and accountabilities are in place 
for the management of risks and controls, and all employees 
and BML staff working on behalf of the company are aware 
of the role they play in all aspects of the risk management 
process, from identifying sources of risk to their part in the 
control environment. The impact of each risk is recorded in 
the risk register on a 1:10 likelihood of that risk manifesting 
in the next 12 months. A risk owner has been assigned 
responsibility for each risk, and it is the responsibility of that 
individual to periodically assess the impact of the risk and to 
ensure appropriate risk mitigation procedures are in place. 
External factors facing the business and the internal controls 
in place are routinely reassessed and changes are made 
when necessary. On an annual basis, the board agrees the 
risk appetite for each risk event and this is documented in the 
risk management framework document. The residual financial 
impact is managed in a number of ways, including:
•	mitigating the impact of the risk through the application 

of controls;
•	transferring or sharing risk through outsourcing and 

purchasing insurance and reinsurance; and
•	tolerating risk in line with the risk appetite.

In addition, the following risk management principles have 
been adopted:
•	risk management is a part of the wider governance 

environment;
•	techniques employed are fit for purpose and proportionate 

to the business;
•	risk management is a core capability for all employees;
•	risk management is embedded in day-to-day activities;
•	there is a culture of risk awareness, in which risks are 

identified, assessed and managed;
•	risk management processes are robust and supported 

by verifiable management information; and
•	risk management information and reporting is timely, 

clear, accurate and appropriately escalated.
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B.3 Risk management system including the own risk and solvency assessment continued
Risk management framework
Beazley has adopted the ‘three lines of defence’ framework: Across the business, there are two defined risk and control roles: risk 
owner and control reporter. Each risk event is owned by the risk owner who is a senior member of staff. Risk owners, supported 
by the risk management team, formally perform a risk assessment twice a year, including an assessment of heightened and 
emerging risks.

Business risk management
Risk ownership
– Identifies risk
– Assesses risk
– Mitigates risk
– Monitors risk
– Records status
– Remediates when required

Risk management
Risk oversight
–  Are risks being identified?
– Are controls operating effectively?
– Are controls being signed off?
– Reports to committees and board

Internal audit
Risk assurance
– Independently tests control design
– Independently tests control operation
– Reports to committees and board 

The risk management framework comprises a number of risk management components, which when added together describe 
how risk is managed on a day to day basis. The framework includes a Beazley Insurance dac risk register that captures the risk 
universe (52 risk events grouped into eight risk categories: insurance, market, credit, liquidity, operational, regulatory and legal, 
group and strategic), the risk appetite set by the Beazley plc board and cascaded to Beazley Insurance dac and the control 
environment that is operated by the business to remain within the risk appetite which is monitored and signed off by control 
reporters.

Risk register
Control assessment 

(monthly)

Consolidated assurance 
report

Committees
1st line: Underwriting, Investment, 
 Operations, Executive committees
2nd line: Risk and regulatory, Risk committees
3rd line: Audit committees

Boards

Risk incidents 
reporting

Risk appetite
(annual)

Risk assessment
(biannual)

Stress and scenario 
framework (annual)

Risk profiles
(ad hoc)

Strategic and emerging 
risk (annual)

Control performance 
aggregation (monthly)

Key risk indicators
(quarterly)Internal model

In summary, the board identifies risk, assesses risk and approves risk appetite. The business then implements a control 
environment which describes how the business should operate to stay within risk appetite. Risk management then reports to 
the board on how well the business is operating using a risk management report. For each risk, the risk management report brings 
together a view of how successfully the business is managing risk, and whether there have been any events that we can learn 
from (risk incidents). Finally, the framework is continually evaluated and where appropriate improved, through the consideration 
of stress and scenario testing, themed reviews using risk profiles and an assessment of strategic and emerging risks. There were 
no material changes made during 2019.

A suite of risk management reports are provided to the board and committees to assist senior management and board members 
to discharge their oversight and decision making responsibilities. The risk reports include the risk appetite statement, the risk 
management report, risk profiles, stress and scenario testing, reverse stress testing, an emerging and strategic report, a report 
to the remuneration committee and the Own Risk and Solvency Assessment (ORSA) report.

B. System of governance continued
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B.3 Risk management system including the own risk and solvency assessment continued
The internal audit function considers the risk management framework in the development of its audit universe to determine its 
annual risk-based audit plan. The plan is based on, among other inputs, the inherent and residual risk scores as captured in the 
risk register. Finally, a feedback loop operates, with recommendations from the internal audit reviews being assessed by the 
business and the risk management function for inclusion in the risk register as appropriate.

Own risk and solvency assessment
The Solvency II directive indicates that the ORSA is ‘the entirety of the processes and procedures employed to identify, assess, 
monitor, manage, and report the short and long term risks a company faces or may face and to determine the own funds 
necessary to ensure that the undertaking’s overall solvency needs are met at all times’.

In other words, the ORSA is the consolidation of a collection of processes resulting in the production of a quarterly report 
to provide the Beazley Insurance dac risk and compliance committee and Beazley Insurance dac board with sufficient information 
to enable an assessment of the short term and long term risks faced by the entity and the capital required to support these risks.

The majority of these underlying processes have existed at Beazley Insurance dac for some time and so an important role of the 
ORSA is to ensure that the timing of these processes are coordinated in order to provide the appropriate management information 
in a timely manner.

Beazley Insurance dac’s interpretation is that there are three parts to the ORSA deliverables:
•	ORSA governance;
•	ORSA processes: coordination of a number of underlying processes; and
•	ORSA reports: summary of the findings from these processes.

ORSA governance
The risk management function is responsible for the coordination of the ORSA process and the production of the ORSA report.

The ORSA process is run regularly on a quarterly basis (unless the risk profile significantly changes, see below). As the underlying 
processes are not all updated on a quarterly basis, we will use the latest version of each. The timeframes and interactions 
between the underlying processes over a typical year are set out below.

The BIdac risk and compliance committee will oversee an ad hoc ORSA outside this regular reporting period when there has been 
a material change to the risk profile or the environment within which Beazley Insurance dac is operating. The triggers for such an 
ad hoc ORSA are:
•	major internal model changes as per model change policy;
•	new business plan is submitted to the CBI; 
•	prior completion of a board sponsored acquisition; and 
•	any other changes deemed by the board to be significant. 

Subsidiary Boards (BICI, BFL, BIdac)

Beazley PLC Board and Committees

Board risk committees (BICI, BFL, BIdac)

Pillar I Pillar II Pillar III

Oversight Committee

Working Group

Risk and Regulatory committee Audit Committee

Internal Model Group (IMG) N/A Regulatory review Committee
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B.3 Risk management system including the own risk and solvency assessment continued 
Committee and board oversight
An ORSA report is produced after the completion of each ORSA process and is reviewed by Beazley Insurance dac risk and 
compliance on a quarterly basis. In addition to providing challenge from a non-executive perspective, this review also forms part 
of the quality assurance process. The ORSA is then presented to the board for consideration and approval. 

On an annual basis, a more detailed year end ORSA is produced for submission to the CBI. This regulatory ORSA combines the 
contents of the quarterly ORSAs reviewed by the board. In addition, it contains any other supporting information requested by 
the CBI such as policies and supplementary evidence. An assessment is made against the regulatory guidance prior to submission 
to regulators to ensure that the ORSA meets the relevant regulatory requirements.

The Beazley Insurance dac risk and compliance committee and board evidence the consideration of the ORSA by way of minutes 
to demonstrate the discussion, decision making and actions taken as a result of the ORSA.

The ORSA is subject to an independent review by internal audit as part of their risk based audit.

Relationship between the internal model and the ORSA 
The internal model is an important input into the ORSA. The ORSA uses the same internal model and basis as that used to 
estimate the Solvency Capital Requirement (SCR) and so there is no difference in the recognition and valuation bases. Any 
limitations of the internal model relevant to the ORSA will be discussed in the regulatory ORSA. Any risks not covered by the 
internal model are considered in the ORSA report. 

ORSA process
The underlying processes that make up Beazley Insurance dac’s ORSA process are summarised in the table below. 
Process Process owner / oversight committee

Beazley Insurance dac and Beazley Group strategy
Bi-annual strategy and performance group meetings
Annual board strategy away day
Monthly monitoring of the strategic initiatives by the executive committee 

Chief executive officer
Executive committee
Board

Risk appetite
Approve risk appetite statements
Approve annual risk appetite levels for Beazley Insurance dac

Chief risk officer
Board

Risk assessment – current
Risk profile
Risk management report:
•	control performance and comments from assurance function;
•	comparison of residual risk score with risk appetite; and
•	risk incident log entries.
Assessment of key risk indicators
Exposure management
Changes to risk profile

Chief risk officer
Risk and compliance committee

Risk assessment – future
Bi-annual risk assessment with risk owners
Annual review of strategic and emerging risks
Risk profiles

Chief risk officer
Risk and compliance committee

Stress and scenario testing
Stress testing
Scenario testing
Reverse stress testing 

Chief risk officer
Risk and compliance committee

One year business plan
Challenge process overseen by underwriting committee 
Formal report produced by underwriting committee 

Chief underwriting officer
Underwriting committee
Board

B. System of governance continued
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Process Process owner / oversight committee

Regulatory capital assessment
Parameterised from one year business plan
Analysis of change and capital requirement agreed with regulators 

Chief risk officer
Risk and compliance committee

Economic capital assessment
Capital required to achieve and maintain rating agency ratings
Capital fungibility
Establish dividends in line with dividend strategy

Finance director
Executive committee
Board

Five year business plan
Bi-annual update of the five year plan
Consideration of a number of scenarios based on macro economic trends
Assessment of capital requirements under each scenario
Identification of capital and dividend stress points

Chief underwriting officer
Executive committee
Board

The current timetabling of the underlying processes throughout a typical year is illustrated below. The shaded months indicate 
when the ORSA process occurs and the report is provided to the risk and regulatory committee for onwards reporting to the 
Beazley Insurance dac risk and compliance committee and the Beazley Insurance dac board.

Each of the four regular ORSA processes has been aligned with the timing of the cascade of reporting to the Beazley Insurance 
dac risk and compliance committees and the Beazley Insurance dac board. An ORSA report will be produced after the completion 
of each ORSA process to address the required confirmation statements, set out the key themes arising from the underlying 
processes and summarise any action being proposed.

Timetabling during a typical year

Underlying business 
processes

Strategy

One year business plan

Regulatory capital 
assessment
Risk assessment 
(current)
Risk assessment 
(future)

Five year business plan

Economic capital 
assessment
Capital fungibility 
assessment

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

The linkages between the underlying processes are illustrated below. Each process will take the most up to date information 
from other processes.

B.3 Risk management system including the own risk and solvency assessment continued
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B.3 Risk management system including the own risk and solvency assessment continued 
Linkages between underlying processes

Business profile

Five year planOne year plan

Risk assessment 
( future)

Stress testingStress testing

Risk assessment 
(current)

Strateg y

Regulatory capital Economic capital

Capital strateg y

B.4 Internal control system
Beazley’s internal control system includes administrative 
and accounting procedures, an internal control framework, 
appropriate reporting arrangements at all levels of the business 
and a compliance function. It is designed to:
•	secure compliance with applicable laws, regulations and 

administrative processes, the effectiveness and efficiency 
of operations in view of the business objectives and the 
availability and reliability of financial and non-financial 
information;

•	ensure that adequate and orderly records of the business 
and internal organisation are maintained; and

•	create a strong control environment with control activities 
that are adequately aligned to the risks of the business 
and the group’s processes. 

The effectiveness of the internal control system is monitored 
regularly to ensure that it remains relevant, effective and 
appropriate. 

Beazley operates a three lines of defence framework and 
the actuarial function and the three assurance functions of 
compliance, risk management and internal audit are defined 
as ‘required’ functions under the Solvency II framework. 
Each function is structured so that it is free from influences 
which may compromise its ability to undertake its duties in 
an objective, fair and independent manner and in the case 
of the internal audit function in a fully independent manner. 

The board receives assurance that the business is operating 
how it expects from the following required functions:
•	the actuarial function provides assurance that the reserves 

held on the balance sheet are appropriate;

•	the compliance function provides assurance that Beazley is 
operating within the relevant legal and regulatory framework;

•	the risk management function provides assurance that the 
business is operating within risk appetite; and

•	the internal audit function provides assurance that the 
whole internal control framework (including the activities of 
the other functions set out above) is designed and operating 
effectively.

Compliance function
The Beazley Insurance dac board has set a residual minimal 
risk appetite for regulatory breaches. Directors, senior 
management and staff are all expected to comply with these 
high standards of ethical business conduct. 

1. Compliance within the corporate governance and risk 
management frameworks
Whilst ultimately the board of Beazley Insurance dac (BIdac) 
is responsible for ensuring compliance with the relevant 
regulations, Beazley Insurance dac’s governance framework 
includes a number of board and executive committees with 
delegated authority to consider matters within their remit.

The BIdac head of compliance is a member of the operations 
group, the branch management committee and the CBI 
regulatory reporting committee and attends by invitation the 
risk and compliance committee, underwriting committee and 
the reinsurance underwriting committee. The function may 
provide updates to these forums.

Within the group’s risk management framework, the compliance 
function’s activities fall within both the first and second ‘lines of 
defence’.

B. System of governance continued
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B.4 Internal control system continued
2. Compliance framework
Independence and authority
To help ensure independence, the Beazley Insurance dac head 
of compliance and the function have full and free access to 
the Beazley Insurance dac Chair of the Risk and Compliance 
committee, the Chair of the Audit Committee and the Chair 
of the Board of Directors. The function is authorised to have 
full, free and unrestricted access to all members of Beazley 
Insurance dac’s management, its books and records, physical 
properties, vendors, and other sources of information relevant 
to the performance of its work.

Within the compliance function itself, compliance monitoring 
is performed by a separate team which has a direct reporting 
line to the global Head of Compliance.

Adequacy of resources 
It is important that the function is appropriately resourced to 
meet the current and future needs of the business. A review 
of compliance resources is carried out as necessary and 
at least annually as part of the planning process. In situations 
where additional resources are needed in the short term 
(e.g. for projects), compliance management will consider 
the use of contract and temporary staff.

Risk appetite 
The compliance function undertakes all of its responsibilities 
within the regulatory risk appetite set by the board. Within the 
risk management framework, there are four regulatory risk 
events with associated controls. The compliance function is 
responsible for these events including reporting on the controls 
mapped to them:
•	Regulatory and legal risk – risk arising from not complying 

with external regulatory and legislative requirements leading 
to financial loss, sanctions or reputational damage;

•	Trading status – risk arising from Beazley Insurance dac and 
staff trading without appropriate licences and permissions 
leading to financial loss, sanctions or reputational damage;

•	Regulatory reporting – risk arising from insufficient or 
incorrect disclosures to relevant regulatory authorities leading 
to financial loss, sanctions or reputational damage; and

•	Financial crime risk – risk of regulator or police action as a 
result of money laundering, breach of trading restrictions, 
internal or external fraud, bribery or corruption or other 
financial crime leading to financial loss, sanctions or 
reputational damage.

3. Compliance activities
The function’s two overarching activities, Advisory and Monitoring 
fit within the three lines of defence as follows:
Advisory (first line of defence): Assessing the potential impact 
of changes in the legal & regulatory environment to the group. 
Advising, and where applicable training, the business on 
the proper application of upcoming and existing regulatory 
requirements in relation to both, business as usual, and project 
activities. Amending policies and procedures accordingly and 
providing corresponding training where necessary.

Monitoring (second line of defence): Providing assurance 
that the group’s regulatory policies and procedures are being 
adhered to, which in turn ensures the business operates within 
established external regulatory requirements.

The function’s other key activities are summarised below.
Regulatory relationships: The compliance function coordinates 
Beazley Insurance dac’s relationship with the Central Bank of 
Ireland. 

Authorisations, licences and permissions: The function is 
responsible for obtaining the necessary authorisations, licences 
and permissions for the company. This is to ensure that the 
company and its employees have the appropriate authorities 
throughout each country for their business activities. Some of 
the general types of licenses and permissions are listed below 
with detailed descriptions in the compliance manual:
•	Central Bank of Ireland permissions – legal entity  

and individuals;
•	Approved persons and competency requirements
•	Freedom of Establishment permissions;
•	Freedom of Services permissions; and
•	Permissions to expand the scope of the company’s business 

beyond what has been agreed with the Central Bank  
of Ireland.
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B.4 Internal control system continued
Group policies: The function is responsible for ensuring group 
policies align to Beazley Insurance dac regulatory requirements 
and make any adjustments as necessary to the following  
group policies:

Whistleblowing – The function supports the Chair of the plc 
Audit and Risk committee in their overall ownership of the 
group’s whistleblowing process. Details of the process and 
compliance’s responsibilities can be found in the  
whistleblowing policy.
Financial Crime – This policy is owned by the compliance 
function, which is responsible for setting and disseminating 
the policy and its associated control framework. 
Sanctions – This policy is owned by the Group Head of 
Compliance and the function is primarily responsible for: 
1) advising on appropriate preventative controls, 2) monitoring 
that the controls are being implemented by the business, 
and 3) perform enhanced due diligence when required by the 
policy. 
Anti-Fraud – This policy is owned by the Group Head of 
Compliance who is responsible for: 1) maintaining and 
communicating this policy, 2) delivering mandatory anti-fraud 
training, and 3) monitoring the application of the policy when 
alerted to a potential fraud. 
Gifts and hospitality – Owned by the Group Head of 
Compliance and Marketing team, this policy explains the 
group’s approach to giving and receiving gifts and hospitality. 
Anti-Bribery and Corruption – Owned by the Group Head 
of Compliance, this policy sets out how employees need to 
comply with anti-bribery and corruption rules and regulation.

Committee and board reporting: The function provides regular 
reports to the Risk and Compliance committee and other 
committees in the executive governance framework. The 
reports are designed to facilitate oversight of the function’s 
activities, or provide updates on internal and external  
regulatory matters.
Regulatory returns: The CBI (and other regulators) require 
BIdac to submit regulatory returns. For some of those returns 
the function plays a key role supporting the business to ensure 
they are filed with our regulators in a timely and accurate 
fashion. The function may work closely with other areas, such 
as finance, data management, and the regulatory review 
committee, to support the accurate and timely filing of returns. 
Regulatory breaches: The function is responsible for reporting 
regulatory breaches both within the internal governance 
framework and externally as required.

Product development: The function provides regulatory 
and legal assistance during the design and launching of 
new products, including the expansion of existing products. 
Assistance includes legal research and advice to ensure 
products are developed efficiently, consistent with local 
regulations and in line with the group’s regulatory risk appetite. 
Complaints: The complaints team which is part of the conduct 
review group is responsible for the complaints policy. The 
compliance function assists with complaints activity for example 
by reviewing and monitoring the effectiveness of the complaints 
handling process and reports complaint activity and root cause 
analysis to the Insurance Underwriting Group.

B.5 Internal audit function
The internal audit team implementation
The roles, responsibilities, remit, objectives, processes and 
reporting procedures of the internal audit function have been 
set out in an internal audit charter approved by the BIdac audit 
committee. For functional purposes the head of internal audit 
reports to the chair of Beazley plc audit and risk committee and, 
for administrative purposes to the Beazley plc chief executive 
officer. The internal audit charter is reviewed and approved 
every year by the BIdac audit committee. 

The internal audit function operates as a global audit team and 
has resources that are appropriate, sufficient, and effectively 
deployed to achieve the approved annual internal audit plan. 
Internal audit resource requirements (headcount and co-
sourcing) are approved on an annual basis by the Beazley plc 
audit and risk committees.

In addition to its headcount the internal audit function has 
a budget which it uses to supplement its team with subject-
matter expertise through co-sourcing. 

The internal audit function has an ‘audit universe’. The Beazley 
plc audit universe is used as a reference for the BIdac audit 
universe. Both audit universes represents the potential range 
of business areas and topics – known as ‘audit entities’ 
– that internal audit reviews based on risk and cyclicality. 
The frequency with which audit entities are reviewed is also 
considered in light of regulatory requirements and emerging 
risks. The BIdac audit committee has agreed that all entities are 
audited at least once a year on a four year cycle (i.e cyclically).

The remit of the internal audit function extends to any business 
activity undertaken for BIdac. Using a risk based methodology, 
audit entities are prioritised with a view to ensuring that the 
most material or highest risk audit entities are audited most 
frequently. The internal audit function also considers the 
audits included in the Beazley plc annual internal audit plan on 
which BIdac audit committee will rely as a key component to 
developing the BIdac annual internal audit plan. 

B. System of governance continued
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B.5 Internal audit function continued
The Beazley plc audit universe – and the resulting annual 
internal audit plan – is reviewed and approved annually by the 
Beazley plc audit and risk committee. The BIdac audit universe – 
and the resulting BIdac annual internal audit plan – is reviewed 
and approved annually by the BIdac audit committee. The 
Beazley plc annual internal audit plan consists of dedicated 
BIdac audits in addition to group-wide audits which may cover 
business activity undertaken by the group on BIdac’s behalf. 
Any potential changes to the BIdac internal audit plan are 
proposed and agreed with the BIdac audit committee. Typically 
the annual internal audit plan for BIdac consists of between 1-3 
audits and cover topics which include, for example: underwriting; 
governance;risk management;reserving etc. 

Generally the Beazley plc annual internal audit plan consists 
of between 15-25 audits and cover topics which include, for 
example: underwriting; claims; IT and information security; and 
compliance.

The BIdac audit committee has the authority to add, remove 
or change the internal audit plan as required. During the year, 
the BIdac audit committee continually assess whether the 
annual internal audit plan remains appropriate. This mirrors the 
Beazley plc approach.

An established part of the internal audit process includes 
undertaking work to verify that management has adequately 
completed actions arising from audits. The internal audit 
function undertakes verification work over management’s audit 
actions on a risk-based approach (i.e. the internal audit function 
checks evidence related to all high actions and checks evidence 
for a risk based sample of medium and low actions). To date, 
where verification work has been undertaken it has been very 
rare for the internal audit function to identify issues with the 
actions management have confirmed they would implement. 
Verification work can include, for example: interviewing staff, 
reviewing documentation and re-performing the control. Overdue 
actions are reported to the BIdac audit committee as part of 
ongoing audit committee reporting.

Internal Audit’s independence and objectivity
The internal audit function’s independence and objectivity is 
maintained in a number of ways:
•	the head of internal audit reports to a non-executive director 

(the chair of the Beazley plc audit and risk committee), and 
for operational matters to the Beazley plc chief executive 
officer;

•	the BIdac audit committee annually reviews and approves 
an internal audit charter that sets out the roles and 
responsibilities of the head of internal audit and the internal 
audit function; 

•	the internal audit function is not mandated to undertake 
any form of business activity and its remit is restricted to 
assurance and consultation work as set out in the internal 
audit charter;

•	the BIdac annual internal audit plan is approved by the BIdac 
audit committee (a non-executive committee); 

•	the head of internal audit rotates staff between audit 
assignments to ensure objectivity and independence; and

•	the head of internal audit must provide annual 
representations to the BIdac audit committee on the ongoing 
independence and objectivity of the internal audit function.

B.6 Actuarial function
BIdac has a Head of Actuarial Function (HOAF) as required 
under the CBI Domestic Actuarial Regime. The BIdac HOAF 
reports to the group actuary. Actuarial services are provided 
under the management services agreement with Beazley 
Management Limited (BML) by the group function located 
in London. The actuarial function fulfills the regulatory role 
as outlined under Solvency II and associated Central Bank 
guidance and provides professional actuarial advice to BIdac 
in a range of other areas as required. The HOAF can express 
actuarial/professional opinions free from undue influence 
from the business. The members of the actuarial function are 
required to be objective and take reasonable steps to ensure 
they are free from bias or from conflicts of interest that could 
suggest bias. The HOAF does not perform any other function at 
Beazley that could give rise to a conflict of interest.

The actuaries that comprise the actuarial function are fellows/
students of the Society of Actuaries in Ireland/Institute & 
Faculty of Actuaries (or equivalent) and operate under the 
standards set out by those bodies and the Financial Reporting 
Council (or equivalent).

The head of actuarial function is responsible for producing 
an annual actuarial opinion on technical provisions to be 
submitted to the CBI in accordance with the Solvency II annual 
quantitative reporting templates. In addition, the head of 
actuarial function must present an actuarial report on technical 
provisions, at least in summary form, to the board at the same 
time as the actuarial opinion on technical provisions and in full 
within two months of that date.

In addition the head of actuarial function role must provide: 
•	an opinion on the underwriting policy;
•	an opinion on the reinsurance arrangements; and
•	a contribution to the risk management system (including 

the opinion on the ORSA).
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B.6 Actuarial function continued
Board interaction
The head of actuarial function and the actuarial function have a number of interactions with the board and its various committees. 
Examples of this include (but are not limited to):
•	the head of actuarial function is a member of the BIdac insurance and reinsurance underwriting committees and presents 

to those committees on a number of areas including pricing, rate change and reserving (including summary output from the 
peer review committee);

•	the head of actuarial function (or members of the actuarial function) presents the BIDAC audit committee with results of the 
technical provision valuation;

•	the head of actuarial function (or members of the actuarial function) presents the BIdac audit committees with the actuarial 
function report; 

•	the head of actuarial function presents the ORSA opinion to the Risk and Compliance committee;
•	the peer review committee of BFL, delegated from the underwriting committee of BFL, carries out detailed reviews of reserves.  

Here, the members of the actuarial function of BFL present details of their reserving output as well as that from the underwriting 
teams. The BIDAC head of actuarial function for BIDAC attends these meetings; and

•	the head of actuarial function has regular catch ups with the Group Actuary and chair of the audit committee when required.

Interaction with other key functions
The actuarial function at Beazley interacts with key functions as summarised below:
Function Relationship

Underwriting teams The actuarial function provides support and challenge during the business planning process, support on 
pricing of risks and development of pricing tools and analysis in support of reinsurance purchase and 
optimisation.

Claims teams The actuarial function interacts with claims managers throughout the quarterly claims reserving 
process and particularly during the pre-peer reviews where individual assessments are reviewed. 

Risk management The actuarial function reviews the initial reserve risk ranges from the internal model and adjusts the 
range in specific cases where it is not deemed appropriate.

The risk function provides the actuarial function with internal model output and assumptions for use in 
the calculation of the bad debt and risk margin components of the technical provisions.

The actuarial function provides the chief risk officer with actuarial support when needed and is involved 
in a number of other areas of the ORSA.

Talent management Support the training and development needs of the actuarial function such that a professional staff can 
be maintained with sufficient skills, experience and professional qualifications to meet the 
requirements of the actuarial function.

Data management The actuarial function is a key consumer of data at Beazley and that data is managed by the data 
management team. The data management team and various business system owners ensure that the 
actuarial function has the internal data necessary to discharge its responsibilities. The key data inputs 
for the actuarial function are the gross and net triangles produced on a monthly basis. 

Finance The actuarial function and finance function work closely together, particularly during the valuation of 
insurance liabilities on an underwriting year, GAAP or Solvency II basis. The finance function provides 
the expense provision valuation for technical provisions. 

IT The actuarial function relies on IT for the maintenance of its hardware and software to agreed service 
levels, and for the delivery of agreed projects.

Underwriting and  
claims operations

Ensure the data in the source systems is of the required quality.

B. System of governance continued
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B.7 Outsourcing
Although activities may be transferred to an outsourced 
provider, the responsibility, including regulatory responsibility 
is not. 

BIdac remains fully responsible for meeting all of its obligations 
when outsourcing functions or activities. 

Outsourcing of critical or important functions or activities 
shall not be undertaken in such a way as to lead to any of the 
following:
•	materially impairing the quality of the system of governance 

of the undertaking concerned;
•	unduly increasing the operational risk;
•	impairing the ability of the supervisory authorities to monitor 

the compliance of the undertaking with its obligations; and
•	undermining continuous and satisfactory service to  

policy holders.

The board of BIdac is responsible for ensuring that the 
outsourcing policy and the outsourcing arrangements 
themselves comply with the relevant regulations for ensuring 
that due skill, care and diligence is exercised when entering 
into, managing or terminating any arrangement for the 
outsourcing to a service provider of critical, important or 
material functions or activities.

Beazley requires service providers to cooperate with the 
relevant supervisory authorities in connection with the 
outsourced function or activity. The service provider is required 
to notify and seek Beazley approval prior to sub-contracting any 
of the outsourced function and the due diligence undertaken. 
Any sub-contract is required to contain no lesser terms and 
conditions as that of the main contract with Beazley. Beazley 
staff, auditors and the relevant supervisory authorities have 
effective access to data related to the outsourced functions or 
activities and, where appropriate, the supervisory authorities 
have effective access to the business premises of the service 
provider and must be able to exercise those rights of access.

BIdac has entered into a management services agreement 
with BML, a UK company, in relation to certain services that 
are provided centrally.

Services covered by the agreement relate to:
•	information technology;
•	talent management;
•	commercial management and facilities;
•	actuarial;
•	internal audit;
•	risk management;
•	compliance;
•	finance; 
•	underwriting;
•	claims;
•	ceded reinsurance;
•	marketing, brand and communications;
•	company secretariat;
•	corporate development;
•	operations; and
•	legal services.

The services provided by BML are closely monitored by the 
BIdac operations group. The agreement is reviewed annually 
and, where material, changes are brought to the board for 
consideration and approval.

The operations group submits a report to the BIdac board 
on the performance of the services to BIdac for each board 
meeting.

BIdac has also entered into a delegated authority underwriting 
agreement with Beazley Solutions Limited and Beazley 
Solutions International Limited for the provision of underwriting 
and claims services.

B.8 Any other information
There is no other material information to report.

As disclosed in further detail at section A.5, the company 
continues to monitor and respond to the global COVID-19 
outbreak.
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C. Risk profile

Beazley Insurance dac (BIdac or the company), in conjunction 
with the group, has identified the risks arising from its activities 
and has established policies and procedures to manage 
these items in accordance with its risk appetite. Beazley 
Insurance dac is exposed to risks both directly and, through its 
reinsurance contracts with Beazley Underwriting Limited (BUL). 
The group categorises its risks into eight areas: insurance, 
strategic, market, operational, credit, regulatory and legal, 
liquidity and group risk. The sections below outline the group’s 
risk appetite and explain how it defines and manages each 
category of risk. The amount of risk taken, and therefore capital 
required, by risk category is shown section E.2.

The risk management framework described in section B.3 
includes the ongoing assessment of these risks and of the 
continued effectiveness of risk mitigation techniques.

The stress and scenario framework is an important element 
of the risk management framework. The stress and scenario 
framework is applied to a range of business processes to 
assist management understand the vulnerabilities within the 
business model. This approach encourages management’s 
involvement in risk oversight by using real life scenarios to 
provide qualitative and quantitative information on what risks 
might look like under stressed conditions and encourages  
a forward looking view of risk.

In addition, as a validation tool the stress and scenario 
framework tests:
•	assumptions, particularly where data is sparse;
•	assumed correlations between assumptions;
•	the availability of resources and what action might be 

required under stressed situations;
•	whether controls perform as expected under stressed 

situations; and
•	the effect of changes in the operating environment 

(e.g. external events).

There are three elements to the framework:
•	Stress testing involves looking at the impact on the business 

model of changing a single factor.
•	Scenario testing involves the impact on the business model 

of simulating or changing a series of factors within the 
operating environment.

•	Reverse stress testing involves considering scenarios that 
are most likely to render the current business model to 
become unviable.

C.1 Underwriting risk
Beazley Insurance dac assumes insurance risk through its 
reinsurance contract with BUL and through the direct insurance 
it writes in Europe and the UK. The four key components 
of insurance risk are underwriting, reinsurance, claims 
management and reserving. Each element is considered below. 

a) Underwriting risk
Underwriting risk comprises three categories; attritional claims, 
large claims and catastrophe events. In addition, all classes of 
business are impacted by a key driver of risk, market cycle risk, 
which is the risk that business is written without full knowledge 
as to the adequacy of rates, terms and conditions.

The Beazley Insurance dac underwriting strategy is to seek 
a diverse and balanced portfolio of risks in order to limit the 
variability of outcomes. This is achieved by accepting a spread 
of business over time, segmented between different products, 
geographies and sizes. 

The annual business plans for each underwriting team reflect 
the underwriting strategy, and set out the classes of business, 
the territories and the industry sectors in which business is to 
be written. These plans are approved by the board of Beazley 
Furlonge Limited (BFL) for syndicate business and by the board 
of BIdac for insurance business.

Our underwriters calculate premiums for risks written based 
on a range of criteria tailored specifically to each individual 
risk. These factors include but are not limited to the financial 
exposure, loss history, risk characteristics, limits, deductibles, 
terms and conditions and acquisition expenses. 

Beazley Insurance dac also recognises that insurance events 
are, by their nature, random, and the actual number and size 
of events during any one year may vary from those estimated 
using established statistical techniques. 

To address this, Beazley Insurance dac sets out the exposure 
that it is prepared to accept in certain territories to a range of 
events such as natural catastrophes and specific scenarios 
which may result in large industry losses. This is monitored 
through regular calculation of realistic disaster scenarios (RDS). 
The aggregate position is monitored at the time of underwriting 
a risk, and reports are regularly produced to highlight the key 
aggregations to which the Beazley Insurance dac is exposed. 
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C.1 Underwriting risk continued
A number of modelling tools to monitor its exposures against 
the agreed risk appetite set and to simulate catastrophe 
losses in order to measure the effectiveness of its reinsurance 
programmes. Stress and scenario tests are also run using 
these models. The range of scenarios considered includes 
natural catastrophe, cyber, marine, liability, political, terrorism 
and war events as applicable.

One of the largest types of event exposure relates to natural 
catastrophe events such as windstorm or earthquake. Where 
possible we measure geographic accumulations and uses 
its knowledge of the business, historical loss behaviour and 
commercial catastrophe modelling software to assess the 
expected range of losses at different return periods. Upon 
application of the reinsurance coverage purchased, the 
key gross and net exposures are calculated on the basis of 
extreme events at a range of return periods. 

The Beazley Insurance dac board establishes the catastrophe 
risk appetite and the business plans of each team are 
determined within these parameters. The Beazley plc board 
may adjust these limits over time as conditions change. In 2019 
Beazley Insurance dac operated to a catastrophe risk appetite 
for a probabilistic 1-in-250 years US event of $312.0m net 
of reinsurance (2018: $312.0m). 

Beazley Insurance dac also has exposure to man-made claim 
aggregations, such as those arising from terrorism and data 
breach events. Beazley Insurance dac chooses to underwrite 
data breach insurance within the cyber and executive risk 
and the specialty lines divisions using our team of specialist 
underwriters, claims managers and data breach services 
managers. Other than for data breach, Beazley Insurance dac’s 
preference is to exclude cyber exposure where possible.

To manage the potential exposure, the board has established 
a risk budget for the aggregation of data breach related claims 
which is monitored by reference to the largest of the RDSs that 
have been developed internally. These scenarios include the 
failure of a data aggregator, the failure of a shared hardware 
or software platform, the failure of a cloud provider and a 
ransomware event. Whilst it is not possible to be precise, as 
there is sparse data on actual aggregated events, these severe 
scenarios are expected to be very infrequent. The reinsurance 
programmes that protect the cyber and executive risk and 
specialty lines divisions would partially mitigate the cost of 
most, but not all, data breach catastrophes.

The RDSs monitor both data breach and property damage 
related cyber exposure. Given Beazley Insurance dac’s risk 
profile, the quantum from the data breach scenarios is larger 
than any of the cyber property damage related scenarios.

To manage underwriting exposures, the group has developed 
limits of authority and business plans which are binding upon all 
staff authorised to underwrite and are specific to underwriters, 
classes of business and industry. 

These authority limits are enforced through a comprehensive 
sign-off process for underwriting transactions including dual 
sign-off for all line underwriters and peer review for all risks 
exceeding individual underwriters’ authority limits. Exception 
reports are also run regularly to monitor compliance.  

All underwriters also have a right to refuse renewal or change 
the terms and conditions of insurance contracts upon renewal. 

Rate monitoring details, including limits, deductibles, 
exposures, terms and conditions and risk characteristics 
are also captured and the results are combined to monitor 
the rating environment for each class of business.

Where risks are transacted by third parties under delegated 
underwriting authorities. Each third party is thoroughly vetted 
by our coverholder approval group before it can bind risks, 
and is subject to rigorous monitoring to maintain underwriting 
quality and confirm ongoing compliance with contractual 
guidelines.

b) Reinsurance risk 
Beazley Insurance dac participates in the group reinsurance 
program for the insurance and reinsurance business it writes 
in Europe. It is further exposed if any of the group’s reinsurers 
fail to meet their commitments. Reinsurance risk to the group 
arises where reinsurance contracts put in place to reduce 
gross insurance risk do not perform as anticipated, result in 
coverage disputes or prove inadequate in terms of the vertical 
or horizontal limits purchased. Failure of a reinsurer to pay 
a valid claim is considered a credit risk.

The group’s reinsurance programmes complement the 
underwriting team business plans and seek to protect group 
capital from an adverse volume or volatility of claims on both 
a per risk and per event basis. In some cases the group deems 
it more economic to hold capital than purchase reinsurance. 
These decisions are regularly reviewed as an integral part of 
the business planning and performance monitoring process.

The group’s reinsurance security committee examines and 
approves all reinsurers to ensure that they possess suitable 
security. The group’s ceded reinsurance team ensures that 
these guidelines are followed, undertakes the administration 
of reinsurance contracts and monitors and instigates our 
responses to any erosion of the reinsurance programmes. 

The Beazley Insurance dac board has oversight of its 
participation in the group reinsurance program.
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C.1 Underwriting risk continued
c) Claims management risk 
Claims management risk may arise in the event of inaccurate 
or incomplete case reserves and claims settlements, poor 
service quality or excessive claims handling costs. These risks 
may damage the Beazley Insurance dac brand and undermine 
its ability to win and retain business, or incur punitive damages. 
These risks can occur at any stage of the claims life cycle. 

The claims teams are focused on delivering quality, reliability 
and speed of service to both internal and external clients. Their 
aim is to adjust and process claims in a fair, efficient and timely 
manner, in accordance with the policy’s terms and conditions, 
the regulatory environment, and the business’s broader 
interests. Prompt and accurate case reserves are set for all 
known claims liabilities, including provisions for expenses.

d) Reserving and ultimate reserves risk
Reserving and ultimate reserves risk occurs where established 
insurance liabilities are insufficient through inaccurate 
forecasting, or where there is inadequate allowance for 
expenses and reinsurance bad debts in provisions. 

To manage reserving and ultimate reserves risk, our actuarial 
team uses a range of recognised techniques to project gross 
premiums written, monitor claims development patterns and 
stress-test ultimate insurance liability balances. An external 
independent actuary also performs an annual review to 
produce a statement of actuarial opinion. 

The objective of Beazley Insurance dac’s reserving policy is to 
produce accurate and reliable estimates that are consistent 
over time and across classes of business. The estimates of 
gross premiums written and claims prepared by the actuarial 
department are used through a formal quarterly peer review 
process to independently test the integrity of the estimates 
produced by the underwriting teams for each class of business.

In accordance with the terms of the new reinsurance contracts, 
the company records an outstanding claim reserve in respect of 
any open year reinsurance contract with Beazley Underwriting 
Limited which, at the reporting date, is in a loss making position 
for the company. Further information in relation to the claims 
recorded under these contracts is provided in note 1 and 
note 13 of the company’s 2018 annual report. A five percent 
increase or decrease in total claims liabilities would have 
the following effect on profit or loss and equity on a GAAP basis.

5% increase in 
claims reserves

5% decrease in 
claims reserves

Sensitivity to insurance risk 
(claims reserves)

2019
$m

2018
$m

2019
$m

2018
$m

Impact on profit (2.5) (7.2) 2.5 7.2

C.2 Market risk
Market risk arises where the value of assets and liabilities changes 
as a result of movements in foreign exchange rates, interest rates 
and market prices. Efficient management of market risk is key 
to the investment of Beazley Insurance dac assets. Appropriate 
levels of investment risk are determined by limiting the proportion 
of forecast Beazley Insurance dac earnings which could be at 
risk from lower than expected investment returns, using a 1 in 
10 confidence level as a practical measure of such risk. In 2019, 
this permitted variance from the forecast investment return was 
set at $124.0m. For 2020, the permitted variance will reduce to 
$115.0m. Investment strategy is developed to be consistent with 
this limit and investment risk is monitored on an ongoing basis, 
using outputs from our internal model. 

Changes in interest rates also impact the present values of estimated 
liabilities, which are used for solvency and capital calculations. 
Our investment strategy reflects the nature of our liabilities, and 
the combined market risk of investment assets and estimated 
liabilities is monitored and managed within specified limits.

Beazley’s investment risk controls combine to ensure that 
Beazley Insurance dac ‘only invest in assets and instruments 
the risks of which we can properly identify, measure, monitor, 
manage and control and appropriately take into account in the 
assessment of our overall solvency needs’ as required by the 
Solvency II prudent person principle. In particular:
•	some investment activities are outsourced to expert 

managers and advisors, as appropriate, but the Beazley 
investments team retains responsibility for, oversees, 
monitors and assesses all investments of the group;

•	investment parameters specify detailed quantitative 
restrictions for all mandates;

•	the governance structure ensures that all material changes 
to strategy are reviewed and approved at board level;

•	unusual or complex investments have separate requirements 
for valuation, risk modelling and governance review;

•	the Beazley internal model provides a comprehensive view 
of asset risk for the purpose of managing Beazley Insurance 
dac’s investments;

•	derivatives use is strictly limited and monitored;
•	investment key risk indicators are independently monitored 

and reported;
•	combined financial risks of assets and liabilities are 

a key element of our risk management; and
•	liquidity risk is actively monitored and managed. 

a) Foreign exchange risk
The functional currency of the company is the US dollar. 
Therefore, the foreign exchange risk is that the company 
is exposed to fluctuations in exchange rates for non-dollar 
denominated transactions and net assets. However foreign 
exchange risk is actively managed as described below.
The company is exposed to changes in the value of assets 
and liabilities due to movements in foreign exchange rates. 
The company deals in five main currencies US dollars, 
UK sterling, Canadian dollars, Euro and Swiss francs. 
Transactions in all non-dollar currencies are converted to US 
dollars on initial recognition and revalued at the reporting date.

C. Risk profile continued
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C.2 Market risk continued
In 2019, the company managed its foreign exchange risk by periodically assessing its non-dollar exposures and hedging these to 
a tolerable level while targeting net assets to be predominantly US dollar denominated. On a forward looking basis an assessment 
is made of expected future exposure development and appropriate currency trades put in place to reduce risk.

The following table summarises the carrying value of assets categorised by currency:

Net assets by currency
UK £

$m
CAD $

$m
EUR €

$m
CHF
$m

Subtotal
$m

US $
$m

Total
$m

31 December 2019 67.0 (16.2) 2.1 1.8 54.7 1,123.1 1,177.8
31 December 2018 195.5 (21.3) (5.6) – 168.6 918.0 1,086.6

As part of this hedging strategy, exchange rate derivatives were used to rebalance currency exposure across the company. On 
a forward looking basis an assessment is made of expected future exposure development and appropriate currency trades put 
in place to reduce risk. The company’s assets are matched by currency to the principal underlying currencies of its insurance 
liabilities. This helps mitigate the risk that the company’s assets required to cover its insurance liabilities are not materially 
affected by any future movements in exchange rates. Fluctuations in the company’s trading currencies against the US dollar would 
result in a change to profit after tax and net asset value. The table below gives an indication of the impact on net assets of a 
percentage change in the relative strength of the US dollar against the value of sterling, Canadian dollar and euro, simultaneously. 
The analysis is based on the current information available and is presented net of the impact of the exchange rate derivatives 
referenced above.

Impact on profit after 
tax for the year ended Impact on net assets

Change in exchange rate of sterling, Canadian dollar and euro relative to US dollar
2019

$m
2018

$m
2019

$m
2018

$m

Dollar weakens 30% against other currencies 14.4 44.3 14.4 44.3
Dollar weakens 20% against other currencies 9.6 29.5 9.6 29.5
Dollar weakens 10% against other currencies 4.8 14.8 4.8 14.8
Dollar strengthens 10% against other currencies (4.8) (14.8) (4.8) (14.8)
Dollar strengthens 20% against other currencies (9.6) (29.5) (9.6) (29.5)
Dollar strengthens 30% against other currencies (14.4) (44.3) (14.4) (44.3)

b) Interest rate risk
Some of the company’s financial instruments, including financial investments, are exposed to movements in market interest rates. 
The company manages interest rate risk by primarily investing in short duration financial investments. The board of Beazley 
Insurance dac monitors the duration of these assets on a regular basis.

The following table shows the average duration at the reporting date of the financial instruments. Duration is a commonly used 
measure of volatility and we believe gives a better indication than maturity of the likely sensitivity of our portfolio to changes in 
interest rates.
Duration
31 December 2019

<1 yr
$m

1-2 yrs
$m

2-3 yrs
$m

3-4 yrs
$m

4-5 yrs
$m

5-10 yrs
$m

>10 yrs
$m

Total
$m

Fixed and floating 
rate securities 508.5 420.1 210.7 164.2 135.2 87.6 14.3 1,540.6
Cash and cash 
equivalents 12.5 – – – – – – 12.5
Derivative financial 
instruments 4.1 – – – – – – 4.1
Borrowings – – – – – (546.8) – (546.8)
Total 525.1 420.1 210.7 164.2 135.2 (459.2) 14.3 1,010.4
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C.2 Market risk continued
Duration
31 December 2018

<1 yr
$m

1-2 yrs
$m

2-3 yrs
$m

3-4 yrs
$m

4-5 yrs
$m

5-10 yrs
$m

>10 yrs
$m

Total
$m

Fixed and floating 
rate securities 400.0 229.2 397.5 157.6 69.7 42.1 – 1,296.1
Cash and cash 
equivalents 20.9 – – – – – – 20.9
Derivative financial 
instruments (6.9) – – – – – – (6.9)
Borrowings – – – – – (248.7) – (248.7)
Total 414.0 229.2 397.5 157.6 69.7 (206.6) – 1,061.4

In November 2016, the company issued $250m of subordinated tier 2 notes due in 2026. Annual interest, at a fixed rate of
5.875%, is payable in May and November each year. In September 2019, the company issued $300m of additional subordinated 
tier 2 notes due in 2029. Annual interest, at a fixed rate of 5.5%, is payable each year on this debt.

Sensitivity analysis
The company holds financial assets and liabilities that are exposed to interest rate risk. Changes in interest yields, with all 
other variables constant, would result in changes in the capital value of debt securities and a change in value of borrowings 
and derivative financial instruments. This would affect reported profits and net assets as indicated in the table below:

Impact on profit after 
income tax for the year Impact on net assets

2019
$m

2018
$m

2019
$m

2018
$m

Shift in yield (basis points)
150 basis point increase (43.3) (32.9) (43.3) (32.9)
100 basis point increase (28.9) (21.9) (28.9) (21.9)
50 basis point increase (14.4) (11.0) (14.4) (11.0)
50 basis point decrease 14.4 11.0 14.4 11.0
100 basis point decrease 28.9 21.9 28.9 21.9

c) Price risk
Debt securities and equities that are recognised on the balance sheet at their fair value are susceptible to losses due to adverse 
changes in prices. This is referred to as price risk.

Investments are made in debt securities and equities depending on the company’s appetite for risk. These investments are well 
diversified with high quality, liquid securities. The board has established comprehensive guidelines with investment managers 
setting out maximum investment limits, diversification across industries and concentrations in any one industry or company.

Listed investments are recognised on the balance sheet at quoted bid price. If the market for the investment is not considered 
to be active, then the company establishes fair value using valuation techniques. This includes using recent arm’s length market 
transactions, reference to current fair value of other investments that are substantially the same, discounted cash flow models 
and other valuation techniques that are commonly used by market participants.

Impact on profit after 
tax for the year ended Impact on net assets

2019
$m

2018
$m

2019
$m

2018
$m

30% increase in fair value 49.2 26.9 49.2 26.9
20% increase in fair value 32.8 17.9 32.8 17.9
10% increase in fair value 16.4 9.0 16.4 9.0
10% decrease in fair value (16.4) (9.0) (16.4) (9.0)
20% decrease in fair value (32.8) (17.9) (32.8) (17.9)
30% decrease in fair value (49.2) (26.9) (49.2) (26.9)

C. Risk profile continued
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C.2 Market risk continued
d) Investment risk
Managing investment risk is central to the operation and development of our investment strategy. Our internal model includes 
an asset risk module, which uses an economic scenario generator (ESG) to simulate multiple simulations of financial conditions, 
to support stochastic analysis of investment risk. We use internal model outputs to assess the value at risk of our investments, 
at different confidence levels, including ‘1 in 200’, which reflects Solvency II modelling requirements, and ‘1 in 10’, identifying 
a level of investment losses which are more likely to occur in practice. Risk is typically considered to a 12 month horizon. It is 
assessed for investments in isolation and also in conjunction with net present value of our insurance liabilities, to help us monitor 
and manage market risk across both sides of the balance sheet.

Our investment strategy is developed by reference to an investment risk budget, set annually by the board as part of the overall 
risk budgeting framework of the business. The internal model is used to monitor compliance with the budget. It is important 
to note that stochastic risk modelling is not a precise discipline. Our ESG outputs are regularly validated against actual market 
conditions, but we also use a number of other, qualitative, measures to support the monitoring and management of investment 
risk. These include stress testing, as well as selective historic and prospective scenario analysis. 

C.3 Credit risk
Credit risk arises where counterparties fail to meet their financial obligations in full as they fall due. The primary sources of 
credit risk for the company are:
•	investments – whereby issuer default results in the company losing all or part of the value of a financial instrument; and 
•	amounts receivable under the reinsurance contracts – whereby counterparties fail to pass on premiums due under the 

reinsurance contracts. The main credit risk exposure facing the company arises by virtue of the reinsurance contract in 
place with its sister company, Beazley Underwriting Limited and the underlying risk facing that company.

The company’s core business is to accept significant insurance risks and the appetite for other risks is low. This protects the 
company’s capital from erosion so that it can meet its insurance liabilities. To assist in the understanding of credit risks, AM Best, 
Moody’s and Standard & Poor’s (S&P) ratings are used. These ratings have been categorised below as used for Lloyd’s reporting:

A.M. Best Moody’s S&P

Tier 1 A++ to A- Aaa to A3 AAA to A-
Tier 2 B++ to B- Baa1 to Ba3 BBB+ to BB-
Tier 3 C++ to C- B1 to Caa B+ to CCC
Tier 4 D, E, F, S Ca to C R, (U,S) 3

The following tables summarise the company’s concentrations of credit risk:

31 December 2019
Tier 1

$m
Tier 2

$m
Tier 3

$m
Tier 4

$m
Unrated

$m
Total

$m

Financial assets at fair value
– fixed and floating rate debt securities 914.1 626.5 – – – 1,540.6
– equity linked funds – – – – 135.6 135.6
– hedge funds – – – – 51.9 51.9
– derivative financial instruments – – – – 10.5 10.5
Cash and cash equivalents 12.5 – – – – 12.5
Accrued interest 9.9 – – – – 9.9
Claims outstanding, reinsurer’s share – – – – 3.4 3.4
Debtors arising from reinsurance operations – – – – – –
Debtors arising from direct insurance operations – – – – 18.3 18.3
Total 936.5 626.5 – – 219.7 1,782.7
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C.3 Credit risk continued

31 December 2018
Tier 1

$m
Tier 2

$m
Tier 3

$m
Tier 4

$m
Unrated

$m
Total

$m

Financial assets at fair value
– fixed and floating rate debt securities 867.8 428.3 – – – 1,296.1
– equity linked funds – – – – 53.5 53.5
– hedge funds – – – – 49.0 49.0
– derivative financial instruments – – – – 1.0 1.0
Cash and cash equivalents 20.9 – – – – 20.9
Accrued interest 8.7 – – – – 8.7
Claims outstanding, reinsurer’s share – – – – 0.5 0.5
Debtors arising from reinsurance operations – – – – 121.2 121.2
Debtors arising from direct insurance operations – – – – 4.3 4.3
Total 897.4 428.3 – – 229.5 1,555.2

The carrying amount of financial assets at the reporting date represents the maximum credit exposure.

At 31 December 2018, the company held no financial assets that were past due or impaired, either for the current year under 
review or on a cumulative basis.

C.4 Liquidity risk
Liquidity risk arises where cash may not be available to pay obligations when due at a reasonable cost. 

The company’s approach is to manage its liquidity position so that it can reasonably survive a significant individual or market 
loss event. This means that the company maintains sufficient liquid assets, or assets that can be translated into liquid assets 
at short notice and without any significant capital loss, to meet expected cash flow requirements. These liquid funds are regularly 
monitored using cash flow forecasting to ensure that surplus funds are invested to achieve a higher rate of return. 

The following is an analysis by business segment of the estimated timing of the net cash flows based on the net claims liabilities 
balance held at 31 December 2019 and 31 December 2018: 

31 December 2019

Within
1 year

$m
1-3 years

$m
3-5 years

$m

Greater than
5 years

$m
Total

$m

Weighted
average term
to settlement

(years)

Specialty lines 1.9 3.8 2.7 3.1 11.5 3.8
Cyber & executive risk 1.2 2.0 0.8 0.3 4.3 2.2
Reinsurance 0.7 0.6 0.2 0.1 1.6 1.9
Intra-group Reinsurance – 36.6 – – 36.6 1.5
Net claims liabilities 3.8 43.0 3.7 3.5 54.0

31 December 2018

Within
1 year

$m
1-3 years

$m
3-5 years

$m

Greater than
5 years

$m
Total

$m

Weighted
average term
to settlement

(years)

Specialty lines 0.2 0.5 0.4 0.4 1.5 3.5
Cyber & executive risk 0.1 0.1 – – 0.2 2.9
Intra-group Reinsurance – 163.5 – – 163.5 1.5
Net claims liabilities 0.3 164.1 0.4 0.4 165.2

C. Risk profile continued
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C.4 Liquidity risk continued
The next two tables summarise the carrying amount at reporting date of financial instruments analysed by maturity date.
Maturity
31 December 2019

<1 yr
$m

1-2 yrs
$m

2-3 yrs
$m

3-4 yrs
$m

4-5 yrs 
$m

5-10 yrs
$m

>10 yrs
$m

Total
$m

Fixed and floating 
rate securities 395.9 447.3 228.3 177.3 238.3 27.5 26.0 1,540.6
Cash and cash 
equivalents 12.5 – - - - - - 12.5
Derivative financial 
instruments 4.1 – - - - - - 4.1
Borrowings – – - - - (546.8) - (546.8)
Total 412.5 447.3 228.3 177.3 238.3 (519.3) 26.0 1,010.4

Maturity
31 December 2018

<1 yr
$m

1-2 yrs
$m

2-3 yrs
$m

3-4 yrs
$m

4-5 yrs 
$m

5-10 yrs
$m

>10 yrs
$m

Total
$m

Fixed and floating 
rate securities 243.2 276.7 453.8 170.1 102.1 50.3 – 1,296.1
Cash and cash 
equivalents 20.9 – – – – – – 20.9
Derivative financial 
instruments (6.9) – – – – – – (6.9)
Borrowings – – – – – (248.7) – (248.7)
Total 257.2 276.7 453.8 170.1 102.1 (198.4) – 1,061.4

In November 2016 the company issued $250.0m of subordinated tier 2 notes due in 2026. Annual interest, at a fixed rate 
of 5.875%, is payable in May and November of each year. In September 2019, the company issued an additional $300m Tier 2 
subordinated debt.

C.5 Operational risk
Operational risk arises from the risk of losses due to inadequate or failed internal processes, people, systems, service providers 
or external events. 

There are a number of business activities for which the Beazley Insurance dac uses the services of a sister group company, such 
as underwriting, actuarial and information technology.  

Beazley Insurance dac actively manages operational risks and minimises them where appropriate. This is achieved by 
implementing and communicating guidelines to staff and other third parties. The company also regularly monitors the 
performance of its controls and adherence to these guidelines through the risk management reporting process.

Key components of the company’s operational control environment include:
•	modelling of operational risk exposure and scenario testing;
•	management review of activities;
•	documentation of policies and procedures;
•	preventative and detective controls within key processes;
•	contingency planning; and
•	other systems controls.
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C. Risk profile continued

C.6 Other material risks
Strategic risk
This is the risk that Beazley Insurance dac’s strategy is 
inappropriate or that the company is unable to implement 
its strategy. Where events supersede the company’s strategic 
plan this is escalated at the earliest opportunity through the 
company’s monitoring tools and governance structure. 

Regulatory and legal risk
Regulatory and legal risk is the risk arising from not complying 
with regulatory and legal requirements. The operations of 
Beazley Insurance dac are subject to legal and regulatory 
requirements within the jurisdiction in which it operates and the 
company’s compliance function is responsible for ensuring that 
these requirements are adhered to.

Group risk
Group risks are losses or failure experienced in one Beazley 
entity triggering secondary losses in another Beazley entity. 
These risks can have a range of causes including:
•	intra-group reinsurance arrangements, credit facilities, 

guarantees, debt and equity cross-holdings that trigger or 
are revalued as a result of the experience of an individual 
entity; and

•	pooled reinsurance contracts where exhaustion of  
available cover could lead to greater than anticipated  
loss for the entity.

Beazley Insurance dac provides capital held at Lloyd’s (Funds 
at Lloyd’s) through its aggregate excess of loss contract and 
lends the remainder to BUL through a credit facility agreement. 
The risk associated with the capital lent through these 
agreements represents the most material group risk in the 
Beazley Insurance dac model.

Brexit
Beazley has prepared for the UK leaving the EU, assuming a 
hard Brexit. European clients have the choice of either using 
the Lloyd’s Brussels platform, which has been operating 
successfully since 1 January 2019, or using Beazley Insurance 
dac. which is authorised to underwrite all of Beazley’s non-life 
products. As such, Beazley remains prepared for whatever the 
Brexit outcome.

Climate Change 
Beazley Insurance dac continues to monitor the impact and 
risks of climate change on insurance portfolio and investment 
portfolio. The group has been undertaking initial stress tests 
of physical and transitional risks on behalf of the Managing 
Agent of the syndicates. In addition, a pilot assessment was 
undertaken to investigate the impact of climate change on the 
liability lines offered by our US architects and engineers team. 
These analyses will be extended to Beazley Insurance dac in 
2020 to better understand the physical, transition and liability 
risks and assess how the insurance and investment portfolios 
should change over time. 

C.7 Any other information
Internal model governance
Beazley Insurance dac operates a three lines of defence 
process throughout the business. As with any other process 
in Beazley this approach is applied to the internal model. An 
overview of the three lines of defence for the internal model 
is set out below. 

First line of defence: capital modelling team with controls 
including;
•	formal governance through committees;
•	governance through the ‘knowledge requirements of 

an internal model’ (KRAM) process; and
•	in team testing process.

Second line of defence: risk management with  
controls including;
•	control monitoring and reporting.

Third line of defence: internal audit with controls including; 
•	conducting annual reviews of the validation framework 

and process.

Further to the three lines of defence, the fourth element to 
the internal model governance framework is the independent 
validation (out of team testing) of the internal model that 
is performed annually. 

Features of Beazley’s governance include:
•	incorporation into the existing governance structure with 

clear accountability;
•	overlap of members on the various committees;
•	the KRAM process i.e. executive and non-executive director 

training programme for the internal model;
•	transparency of internal model limitations;
•	internal model control mechanisms; and
•	use of external review.
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C.7 Any other information continued
Stress and scenario testing
Purpose
The stress and scenario framework is performed as part of 
business processes to assist senior management understand 
the vulnerabilities within the business model. This approach 
encourages management’s involvement in risk oversight by 
using real life scenarios to provide qualitative and quantitative 
information on what risks might look like under stressed 
conditions and encourages a forward looking view of risk. In 
addition, as a validation tool the stress and scenario framework:
•	tests assumptions, particularly where data is sparse;
•	tests assumed correlations between assumptions;
•	tests the availability of resources and what action might 

be required under stressed situations;
•	tests whether controls perform as expected under stressed 

situations; and
•	considers the effect of changes in the operating environment 

(e.g. external events).

Scope
Beazley Insurance dac stress and scenario framework covers 
the following three tests:
•	stress testing involves looking at the impact on the business 

model of changing a single factor;
•	scenario testing involves the impact on the business model 

of simulating or changing a series of factors within the 
operating environment; and

•	reverse stress testing involves considering scenarios that 
are most likely to render the current business model to 
become unviable.

The framework consists of a four step process, namely:
1. identify and design;
2. estimation;
3. senior management input and challenge; and
4. management action and feedback loop.

Identify and design (step one)
The risk management team identifies potential assumptions 
and scenarios for testing within each of the following business 
processes:
•	one year business planning;
•	five year business planning;
•	risk assessment and risk appetite;
•	emerging and strategic risk;
•	capital assessment;
•	realistic disaster scenarios;
•	asset portfolio;
•	liquidity risk;
•	disaster recovery and business continuity planning; and
•	corporate transactions such as acquisitions.

Estimation (step two)
Once scenarios are defined, the risk management team 
facilitate the estimation of the stress test or scenario. 
In summary, the following steps are performed:
•	identify data and where necessary cleanse or adjust data 

onto a consistent basis;
•	validate data;
•	where there is insufficient data apply expert judgement 

and document this in line with the expert judgement policy;
•	run the stress test or scenario test and quantify impact;
•	review results for reasonableness and validate against 

available data; and
•	iterate this process as required.

Senior management input and challenge (step three)
Following the completion of step two, the risk management 
team then meet with the relevant executive and non-executive 
directors (for example risk owners or as set out in the KRAM) 
and present the analysis performed and associated results 
for further discussion. This is an important step in the stress 
and scenario testing process as it:
•	helps inform the senior management team at a detailed 

level of the key sensitivities and vulnerabilities for Beazley 
Insurance dac; and

•	makes uses of the directors’ experience to sense check the 
analysis and results.

It is expected that further iteration is required following 
discussion which in turn is summarised. 

Management action and feedback loop (step four)
The results of the stress test and scenario planning exercises 
are reported to the relevant first line of defence group 
committees (the underwriting, investment, operations 
and executive committees and the Beazley Insurance dac 
underwriting and operations groups) as part of the business 
process and the second line of defence committee (the group 
risk and regulatory committee and Beazley Insurance dac 
risk and compliance committee) within the ORSA. The ORSA 
is then reported to the relevant subsidiary board and the 
Beazley plc board, usually through their risk committees. It 
is expected that the discussion at these forums will facilitate 
further management input and challenge and will give rise to 
management actions which are captured by the minutes and 
actioned by the relevant individual. Where relevant, this may 
include informing other business processes of the results of 
certain tests.

COVID-19
As disclosed in further detail at section A.5, the company 
continues to monitor and respond to the global COVID-19 
outbreak.
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D. Valuation for solvency purposes

Basis of presentation 
In addition to writing direct insurance in the UK and continental 
Europe, Beazley Insurance dac (BIdac or the company) 
reinsures Beazley Underwriting Limited (BUL), providing 
aggregate excess of loss cover for syndicates 2623 and 3623. 
The premium/claim payable under the contract is defined 
relative to the profit/loss of those syndicates. A profit will trigger 
a premium defined as 75% of the profit within those syndicates, 
in excess of $4m. A loss will trigger a claim defined as 75% of 
the loss within those syndicates, in excess of $4m, capped at 
an amount of Funds at Lloyd’s (FAL) that BIdac has committed 
under the reinsurance contract to support BUL’s participation  
in the syndicates’ activity. 

In line with the 2019 financial statements, BIDAC presents 
the reinsurance contract reserves as either a single premium 
or outstanding claim balance depending on whether the 
reported result of the syndicates is a profit or a loss. As the 
premium/claim balance presented in the profit or loss account 
represents the company’s share of the profit/loss before tax of 
the syndicates, premium earnings adjustments and expense 
deferrals have already been taken into account and therefore 
the balance sheet no longer contains balances related to 
technical balances such as deferred acquisition costs and the 
provision for unearned premium underlying the reinsurance 
contracts. 

The Solvency II technical provisions are calculated in 
accordance with relevant Solvency II regulations. The 
regulations require the valuation of the contracted cash flows, 
which in relation to the aggregate member level excess of loss 
reinsurance agreement with BUL in respect of syndicates 2623 
and 3623 are either a premium or a claim, This represents 
BIdac’s share of the net profit or loss (after $4m excess) of 
the underlying business (A single claim cash flow occurs if the 
outcome of the underlying business is a loss and a premium 
is paid if the outcome is a profit). Also within scope of the 
reinsurance arrangement (and therefore within the technical 
provisions) are the future cashflows in respect of fees due from 
BUL to BIdac in respect of BIdac putting up FAL to support BUL’s 
participation in the syndicates as well as the profit commissions  
due from BIdac to BUL on the premiums.

D.1 Assets
2019

Solvency II
$m

2019
GAAP

$m
Difference

$m

Insurance and intermediaries 
receivables 5.5 18.3 (12.8)
Deferred acquisition costs – 6.4 (6.4)
Financial assets – investments 1.748.5 1,738.6 9.9
Other assets 0.1 9.9 (9.8)
Reinsurance recoverables 2.1 7.6 (5.5)
Deferred tax asset 0.5 – 0.5
Fixed assets 0.0 – –
Receivables (trade, not insurance) 38.2 32.5 5.7
Cash and cash equivalents 12.5 12.5 –
Total assets 1,807.5 1,825.8 (18.3)

Differences between valuation for solvency purposes and 
financial statements
Insurance and intermediaries receivables
Insurance and intermediaries receivables includes the 
following:
•	amounts due from direct insurance operations undertaken in 

the branches; and
•		amounts due in respect of the reinsurance arrangement due 

to BIdac from BUL. 

FAL fees and profit commissions that relate to future cashflows 
are implicitly included within the Solvency II technical 
provisions.

On a Solvency II basis, the future premium cashflows within 
this balance that are not overdue are recognised within the 
technical provisions. 

Deferred acquisition costs
Deferred acquisition costs comprise brokerage, premium 
levy and staff-related costs of the underwriters acquiring 
new business and renewing existing contracts on the direct 
insurance business. Deferred acquisition costs are excluded 
from the valuation of assets for solvency purposes and there 
are no deferred acquisition costs relating to the reinsurance 
arrangement.
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D.1 Assets continued
Financial assets – investments
On the GAAP balance sheet, financial assets are valued using a valuation hierarchy that reflects the significance of the inputs 
used in making the measurements. The fair value hierarchy has the following levels:
•	Level 1 – valuations based on quoted prices in active markets for identical instruments. An active market is a market in which 

transactions for the instrument occur with sufficient frequency and volume on an ongoing basis such that quoted prices reflect 
prices at which an orderly transaction would take place between market participants at the measurement date. Included within 
level 1 are bonds and treasury bills of government and government agencies which are measured based on quoted prices in 
active markets. Assets are valued using the bid price.

•	Level 2 – valuations based on quoted prices in markets that are not active, or based on pricing models for which significant 
inputs can be corroborated by observable market data (e.g. interest rates, exchange rates). Included within level 2 are 
government bonds, asset backed securities and mortgage-backed securities.

•	Level 3 – valuations based on inputs that are unobservable or for which there is limited market activity against which 
to measure fair value.

The table below analyses financial instruments measured at fair value at 31 December 2019, by the level in the fair value 
hierarchy into which the fair value measurements is categorised:
31 December 2019
Financial assets at fair value through: $m

Level 1
$m

Level 2 
$m

Level 3 
$m Total

Fixed and floating rate debt securities
1) Government issued 459.1 8.1 – 467.2
2) Supernational – – – –
3) Corporate bond – Investment grade 419.9 567.7 – 987.6
4) Corporate bonds – High yield – 85.8 – 85.8
Equity linked funds – 135.6 – 135.6
Hedge funds/uncorrelated strategies – 51.9 – 51.9
Derivative financial assets 10.5 – – 10.5
Total financial assets at fair value 889.5 849.1 – 1,738.6

The Solvency II valuation of financial assets is consistent with the GAAP valuation, except for accrued interest which is reclassified 
from other assets into financial assets.

Other assets
On the GAAP balance sheet, other assets are comprised principally of accrued interest. This is reclassified into the underlying 
investments on the Solvency II balance sheet. 

Reinsurance recoverables
The GAAP balance sheet presents the reinsurer’s share of unearned technical provisions and claims outstanding relating to 
reinsurance of direct business. On a Solvency II basis, this balance presents the net of cash inflows with respect to recoveries 
on direct business bound at the reporting date and cash outflows with respect to premiums payable on outwards reinsurance 
arrangements in respect of direct business that has been allocated to BIdac. 

Deferred tax asset
Solvency II recognition and valuation with respect to deferred taxes is consistent with the GAAP balance sheet (IAS 12). As a result 
of the adjustments from GAAP to Solvency II, in particular with respect to the reinsurance recoverables on the direct business, a 
decrease in Solvency II net assets is generated and hence a deferred tax asset is recognised on a Solvency II basis. This deferred 
tax asset is not offset against the deferred tax liability as it relates to the business written in branches which are subject to a 
different tax jurisdiction to the company. 

Fixed assets
Capitalised leasehold improvements that are valued on the GAAP balance sheet at amortised cost are deemed to have no 
economic value on a Solvency II basis. 
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D.1 Assets continued
Receivables (trade, not insurance)
Receivables mainly comprise of non-insurance related inter-group balances. These are measured at fair value on both the GAAP 
and Solvency II balance sheet.

Cash and cash equivalents
On the GAAP balance sheet, cash and cash equivalents consist of cash held at bank, cash in hand, deposits held at call with 
banks, and other short term highly liquid investments that are readily convertible to known amounts of cash and which are subject 
to an insignificant risk of changes in value. These investments have less than three months maturity from the date of acquisition. 
The Solvency II valuation and recognition of cash and cash equivalents is consistent with that used for the GAAP balance sheet.

D.2 Technical provisions
Summary of Beazley Insurance dac Technical provisions

Undiscounted Discounted

Solvency II line of business
All amounts $m

Net technical
 provisions 

ex. risk margin
Risk 

margin

Net technical
 provisions inc.

 risk margin

Net technical
 provisions 

ex. risk margin Risk margin

Net technical 
provisions inc.

 risk margin

Non-proportional casualty reinsurance (359.5) 131.3 (228.1) (345.7) 99.7 (246.0)
General liability insurance 12.0 1.1 13.1 11.8 1.0 12.8
Proportional general liability reinsurance 1.8 0.2 2.0 1.8 0.2 2.0
Non-proportional property reinsurance (0.1) 0.0 0.1 0.1 0.0 (0.1)
Credit and Suretyship 0.0 0.0 0.0 0.0 0.0 0.0
Total (345.8) 132.6 (212.9) (332.0) 100.9 (231.1)

The BIdac technical provisions consist of two elements: 
•	the BIdac aggregate excess of loss reinsurance protection of BUL (intra-group reinsurance), which is classified as non-

proportional casualty reinsurance; and 
•	the non-life insurance and third-party reinsurance business which BIdac commenced writing in 2017. The business written 

to date has been a mix of general liability, non proportional property, marine, aviation and transport as well as credit and 
suretyship. A small amount of third party reinsurance has been written and classified as proportional general liability 
reinsurance and non-proportional casualty reinsurance.

Given the nature of the underlying business, the approach used to estimate the technical provisions for the intra-group 
reinsurance differs from that used for the non-life insurance and third part reinsurance.

Intra-group reinsurance
Overview of reinsurance contract
The approach used to estimate the technical provisions is based on the structure and expected cashflows under the reinsurance 
contracts. The company enters into a reinsurance contract with BUL covering its participation on a year of account for syndicates 
2623 and 3623. The potential cashflows in summary are as follows:
•	premium – 75% of any profit made by the syndicates reinsured (subject to a $4m excess);
•	claim – 75% of any loss made by the syndicates reinsured (subject to a maximum of 75% of the FAL and $4m excess);
•	fees – BUL pays BIdac a fee as BIdac provides 75% FAL for the syndicates covered under the reinsurance contract. 

The fee payable is 1% of the first £201m of FAL and 3% of the remainder of FAL; and
•	profit commission – 15% and is payable by BIdac to BUL on any premiums received under the contract.

D. Valuation for solvency purposes continued
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D.2 Technical provisions continued
Bases, methods and main assumptions used for valuation 
for solvency purposes
The bases, methods and main assumptions used for valuation 
for solvency purposes are as follows:
The expected profit/loss of the underlying BUL business 
reinsured forms the largest component of the technical 
provisions. The expected profit/loss is the total of the following:
•	the current view of the profit/loss of each year of account. 

For the closing year of account the profit/loss is the final 
syndicate declared result as reported to Lloyd’s. For open 
years of account this is based on held loss ratios from the 
Beazley Long Term Plan applied to the ultimate premium, with 
allowance for incurred expenses;

•	the reserve releases expected between the current view 
of profitability and when the final syndicate result is declared;

•	expected investment income;
•	expenses that are expected to be incurred until the year of 

account closes;
•	FAL fees payable from BUL to BIdac; and
•	profit commissions payable for each contract  

forecasting profit.

Whilst the initial view of profitability is assessed at the end 
of the first calendar year for the business that has been 
reinsured, the reserve releases and expected future investment 
income are derived from the assumptions used in the Beazley 
Long Term Business plan. The long term plan is updated twice 
per year to reflect experience to date. In addition to this, during 
quarters where the long term plan is not updated, a validation 
check of the long term plan assumptions are carried out 
against experience, where this suggests an update to the long 
term plan assumptions are required, technical provisions are 
updated accordingly.

The provisions for profit commissions and fees have been 
calculated in line with the terms of the reinsurance contract for 
each contract forecasting a profit. FAL fees over the term of the 
contract are calculated.

Allowance has also been made for events not in data and 
a risk margin:
•		the events not in data allowance is based on the load 

included in the underlying syndicates reinsured and this 
is calculated using the truncated lognormal distribution, 
as per Lloyd’s guidelines; and

•		the risk margin is based on the SCR output from the BIdac 
internal model – this is projected forward and discounted 
using yield curves prescribed by European Insurance and 
Occupational Pensions Authority (EIOPA), with the discounted 
cost of capital being calculated by multiplying the discounted 
SCR figures by the prescribed cost of capital rate of 6% and 
then summing up the resulting discounted cost of  
capital amounts.

Unincepted business is defined as policies that have not 
yet incepted, but to which Beazley is legally obliged at the 
valuation date. The 2020 reinsurance contract between BIdac 
and BUL which incepts on 1 January 2020 has been  
included within the technical provisions as it was signed  
in December 2019.

The technical provisions estimated have been split between 
the claims and premium provisions based on whether or not 
the profit/loss for each reinsurance contract is known at the 
valuation date – the technical provisions arising for those 
contracts for which the actual profit is as yet unknown have 
been allocated to the premium provision, with the provisions 
for those contracts where the profit/loss has been finalised 
being included within the claims provision.

Future cash flows are projected using payment patterns, 
as detailed in the contract and discounted using the latest 
available EIOPA yield curves for the relevant currencies.

There is no reinsurance on this contract and so no allowance 
is made for recoverables from reinsurers in respect of this 
business.

Key uncertainties
At a macro level, the key areas of downside risk in the 
estimated profit/loss figures of the underlying BUL business 
being reinsured are that:
•	claims experience in the specialty lines division could be 

worse than expected because of adverse claim frequency 
and/or severity or the systemic inadequacy of premium rates; 

•	catastrophe claims experience is materially worse than 
expected; and

•	investment returns may be materially different to the returns 
estimated.

Changes in methodology/assumptions since the previous 
reporting period
The key changes made in approach at this valuation are follows:
•	The cashflows in the contract are discounted using the USD 

yield curve, as published by EIOPA. Previous models used the 
GBP yield curve. This better reflects the operational cashflows 
of the contract and is in line with the cashflow concepts 
underlying Solvency II regulations.

•	The model has been updated to reflect the FAL fee cashflows 
in the contract.

•	Actual investment return in the first quarter has no longer 
been included in the result, as the impact of this versus 
expected investment return is not material.
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D.2 Technical provisions continued 
GAAP reserves vs technical provisions 
The main differences between the GAAP and Solvency II 
technical provisions for the intra-group reinsurance business 
written in BIdac are as follows:
•	the GAAP reserves only consider the performance of 

business earned up to and including the valuation date 
whereas the Solvency II technical provisions allow for both the 
earned and unearned portions of the business written;

•	within Solvency II technical provisions, there is an explicit 
allowance for premiums and claims on bound but unincepted 
contracts which are not recognised within the GAAP reserves. 
As a result, the 2020 reinsurance contract between BIdac 
and BUL which incepts on 1 January 2020 has been included 
within the Solvency II technical provisions as it was signed 
in December 2019; the Solvency II technical provisions 
include an allowance for the expected investment income 
on the underlying business being reinsured whereas the 
GAAP reserves do not; the Solvency II technical provisions 
include an allowance for events not in data whereas the 
GAAP reserves do not, the Solvency II technical provisions 
are discounted for the time value of money whilst the GAAP 
reserves are not and:

•	the Solvency II technical provisions recognise expected future 
reserve releases from the 2018, 2019 and 2020 years of 
account, on the underlying business reinsured up to and 
including the finalisation of the 2020 reinsurance contract 
whereas the GAAP reserves only recognise reserve releases 
known as at the valuation date.

The total BIdac GAAP reserves are $67.8m on a net of 
reinsurance basis, and $36.6m of these reserves are for the 
intra-group reinsurance business. The Solvency II net technical 
provisions (including the risk margin) for this business amount 
to $(246.0)m on a discounted basis.

General Liability Insurance & third party reinsurance
BIdac began writing non-life insurance and third party business 
during 2017 and increased the volume of premiums written 
in 2018 and 2019. The business written comprises of four 
classes – general liability, marine, aviation & transport, non-
proportional property and credit and suretyship.

Bases, methods and main assumptions used for valuation 
for solvency purposes
The best estimate reserves form the largest component 
of the technical provisions. The reserves (direct insurance, 
proportional reinsurance and non-proportional casualty 
reinsurance) have been set at a level equivalent to that of 
other similar business written within the group, but given this 
is new business written by BIdac a temporary loading has also 
been applied to the 2017 and 2018 years of account. This will 
continue to be applied until such time as the book reaches 
an appropriate level of maturity. If the actual experience is 
unable to support this loading it will be reviewed and updated 
as necessary. For the 2019 and subsequent years of account, 
the general liability business and non-proportional property 
reinsurance are set at equivalent levels to that of other similar 
business written within the group.

An assumption is made as to what amount of the total 
premiums to which Beazley is legally obliged at the balance 
sheet date have already been written – as only the portion 
associated with business already written is included within the 
technical provisions. Earning assumptions are used to allocate 
between the premium and claims provision. The methodology 
used to derive earnings patterns assumes that premium is 
earned uniformly throughout the policy period.

Unincepted business is defined as policies that have not 
yet incepted, but to which Beazley is legally obliged at the 
valuation date. The unincepted business has resulted in the 
year-end 2019 reinsurance recoverables being negative, 
reflecting that the outwards reinsurance premiums payable that 
cover the full subsequent period are allowed for, compared to 
only the expected recoveries arising from the unincepted gross 
business.

Provisions for bad debts, future expenses and events not 
in data are added to the best estimate technical provisions:
•	the bad debt component uses reinsurer default probabilities 

and loss given default percentages from the internal model. 
The expected reinsurer bad debt is calculated as probability 
of default x loss given default x exposure x average duration;

•	the expense provision includes the future expenses required 
to run off the legally obliged business as at the valuation 
date. This is calculated using the historical calendar year 
expenses and budgeted expenses, provided by the finance 
team; and

•	the load for events not in data is calculated using the 
truncated lognormal approach, as per Lloyd’s guidelines.

A risk margin is also calculated, though a simplified approach 
has been used. The simplified approach utilises the risk margin 
estimated for syndicates 2623 and 3623 and then applies 
the ratio of the BIdac net premium to these syndicates’ net 
premium to this risk margin figure.

Future cashflows are projected using payment patterns, 
allocated into the required currencies and discounted using the 
latest available EIOPA yield curves for the relevant currencies.

The reinsurance recoverables have been calculated based on 
the underlying reinsurance cashflows.

Key uncertainties
At a macro level, the key area of downside risk is in the 
reserving assumptions used to derive the general liability 
best estimate reserves. Claims experience may be worse than 
expected because of adverse claim frequency and/or severity 
or the systemic inadequacy of premium rates. Additionally the 
lack of actual BIdac claims development history means that an 
approximation of the expected performance of this business 
has had to be used. 

Changes in Methodology
There have been no changes since the previous reporting period.

D. Valuation for solvency purposes continued
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D.2 Technical provisions continued
GAAP reserves vs technical provisions
The main differences between the GAAP and Solvency II 
technical provisions for the general liability insurance business 
written in BIdac are as follows:
•	there are items within the GAAP reserves that are not 

included under Solvency II and thus lead to a reduction in 
the Solvency II technical provisions. This reduction includes:
– �accelerating the recognition of profit with the unearned 

premium reserve; and
– �a reclassification of premium debtors to Solvency II technical 

provisions to recognise future premium cashflows.
•	Solvency II technical provisions are calculated on a best 

estimate basis and so the margin included in the GAAP 
reserves is excluded; 

•		within Solvency II technical provisions there is an explicit 
allowance for premiums and claims on bound but unincepted 
contracts which are not recognised within the GAAP reserves; 
and

•	Within Solvency II technical provisions, there is an allowance 
for events not in data as well as the time value of money. 
Neither are included within GAAP reserves.

The total BIdac GAAP reserves are $67.8m on a net of 
reinsurance basis, and $31.2m of these reserves are for the 
insurance and third party reinsurance business. The Solvency 
II net technical provisions (including the risk margin) for the 
insurance and third party reinsurance business amount to 
$14.9m on a discounted basis. The main reason for the 
decrease in the net reserves on a Solvency II basis relative to a 
GAAP basis is driven by the treatment of outwards reinsurance. 
On a Solvency II basis, the technical provisions make an 
allowance for the outwards reinsurance premiums payable that 
cover the full subsequent period but only allow for the expected 
recoveries arising from the business written to date together 
with the bound but not incepted business. 

Other items
The matching adjustment referred to in Article 77b of Directive 
2009/138/EC is not applied. The volatility adjustment referred 
to in Article 77d of Directive 2009/138/EC is not used. The 
transitional risk-free interest rate-term structure referred 
to Article 308c of Directive 2009/138/EC is not applied. 
The transitional deduction referred to in Article 308d of 
Directive 2009/138/EC is not applied.

D.3 Other liabilities
2019

Solvency II
$m

2019
GAAP

$m
Difference

$m

Deferred tax liabilities 25.2 – 25.2
Subordinated liabilities in basic 
own funds 598.7 546.8 51.9
Reinsurance payables – 1.2 (1.2)
Payables (trade, not insurance) 45.7 9.5 36.2
Derivatives 6.4 6.4 –
Any other Liabilities 8.7 8.7 –
Total liabilities 684.7 572.6 112.1

Deferred tax liabilities
Solvency II recognition and valuation bases with respect to 
deferred taxes are consistent with the GAAP balance sheet 
(IAS 12). As a result of the adjustments from GAAP to Solvency 
II, an increase in Solvency II net assets is generated for the 
company and hence a deferred tax liability is recognised on a 
Solvency II basis. This deferred tax liability is not offset against 
the deferred tax asset as it relates to the company which is 
subject to a different tax jurisdiction to its branches. 

Subordinated liabilities
The subordinated liabilities, which are listed on the London 
stock exchange, are shown in the GAAP financial statements 
valued at fair value at the date of issue less transaction costs. 
The subordinated liabilities are valued at fair value based on 
quoted market price under Solvency II.

Reinsurance payables
As part of BIdac’s participation in the Beazley group reinsurance 
programme covering general liability insurance, amounts 
relating to reinsurance payables are allocated to BIdac. 
This amount due is recorded in the GAAP balance sheet 
as reinsurance payables. Under Solvency II, this amount is 
reclassified into the technical provisions as it constitutes a 
future cashflow. 

Payables
Payables (trade, not insurance) comprise the net of:
•	amounts due to other entities within the group;
•	amounts due to BUL in respect of profit commission; and
•		amounts due from BUL in respect of FAL fees. 

FAL fees and profit commissions that relate to future cashflows 
are implicitly included within the Solvency II technical 
provisions.

Derivatives
Derivatives are initially recognised at fair value on the 
date on which a derivative contract is entered into and are 
subsequently re-measured at their fair value. Fair values are 
obtained from quoted market prices in active markets, recent 
market transactions, and valuation techniques which include 
discounted cash flow models. All derivatives are carried as 
assets when fair value is positive and as liabilities when fair 
value is negative.

Other payables and liabilities
Other payables comprise salaries and other accruals.

D.4 Alternative methods for valuation
BIdac does not use any alternative methods of valuation in its 
valuation of assets or liabilities. 

D.5 Any other information
There is no other material information to report.

As disclosed in further detail at section A.5, the company 
continues to monitor and respond to the global COVID-19 
outbreak.
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E.1 Own funds
Beazley Insurance dac’s (BIdac or the company) capital strategy 
is to:
•	invest its capital to generate an appropriate level of return;
•	maintain sufficient solvency cover;
•	support other Beazley group businesses; and
•	pay dividends to its shareholder.

Whilst not formalised, the company holds a significant 
amount of the group capital. Since inception the company 
has always been well capitalised and the capital base has 
grown with earnings from the reinsurance contract with 
Beazley Underwriting Limited (BUL). The amount of dividend 
paid is determined by the solvency of the company and the 
requirements of the group. 

BIdac holds a level of capital over and above its regulatory 
requirements. The amount of surplus capital held is considered 
on an ongoing basis in light of the current regulatory framework, 
opportunities for growth and a desire to maximise returns for 
its shareholder. Available capital and capital requirements are 
projected as part of the five year business plan, which is in turn 
considered as part of the ORSA process.

The following table sets out BIdac’s sources of funds on 
a Solvency II basis: 

Tier 1
$m

Tier 2
$m

Tier 3
$m

Total
$m

Basic own funds   
Ordinary share capital – – – –
Reconciliation reserve 815.4 – – 815.4
Subordinated liabilities – 598.7 – 598.7
Deferred tax assets – – 0.5 0.5
Capital contribution 536.3 – – 536.3
Total basic own funds  
after deductions 1,351.7 598.7 0.5 1,951.0
Ancillary own funds – – – –
Total available own 
funds to meet the SCR 1,351.7 598.7 1.0 1,951.0
Total available own 
funds to meet the MCR 1,351.7 598.7 – 1,950.0
Total eligible own  
funds to meet the SCR 1,351.7 354.8 0.5 1,707.0
Total eligible own  
funds to meet the MCR 1,351.7 35.5 – 1,387.2
SCR 709.6
Ratio of Eligible own 
funds to SCR 240.5%

Tier 1 basic own funds
BIdac has issued one share with a nominal value of €1  
(2018: €1).

A capital contribution of $536.3m was approved as tier 1  
own funds by the Central Bank of Ireland (CBI) on  
15 December 2015. 

The reconciliation reserve at 31 December 2019 was $815.4m 
(2018 $832.9m). The variance represents the change in the 
excess of assets over liabilities in the period. The reconciliation 
reserve can be considered as Solvency II retained earnings net 
of dividends.

Tier 1 own funds are eligible in full to meet both the  
Solvency Capital Requirement (SCR) and Minimum  
Capital Requirement (MCR).

2019
$m

2018
$m

Ordinary share capital - –
Capital contribution 536.3 536.3
Reconciliation reserve 815.4 832.9

1,351.7 1,369.2

The reconciliation reserve is calculated as follows:
2019

$m
2018

$m

Reconciliation reserve
Excess of assets over liabilities 1,352.3 1,370.2
Foreseeable dividends – –
Other basic own funds 536.9 (537.3)

815.4 832.9

Tier 2 basic own funds
2019

$m
2018

$m

Tier 2 subordinated debt (2026) – 
issued in 2016 279.5 248.8
Tier 2 subordinated debt (2029) – 
issued in 2019 319.2 –

598.7 248.8

In November 2016, the company issued $250m of subordinated 
tier 2 notes due in 2026 and in September 2019, the company 
issued $300m of additional subordinated tier 2 notes due in 
2029, the net proceeds of the notes are being used along with 
our retained earnings to support the future growth plans of the 
group and were also used to redeem other outstanding debt 
issued by the group. This debt is listed on the London stock 
exchange and is valued at fair value based on quoted  
market price.

As at 31 December 2019, $354.8m of the tier 2 own funds 
were eligible to meet the SCR, being 50% of the SCR as at that 
date. $35.5m was eligible to meet the MCR, being 20% of the 
MCR as at that date.

E. Capital management
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E.1 Own funds continued
Reconciliation of GAAP net assets to Solvency II net assets
The table below presents the changes in net assets from 
the GAAP balance sheet to the Solvency II balance sheet.

$m

GAAP net assets 1,177.8
Elimination of leasehold improvements (0.0)
Revaluation of subordinated debt to market value (51.9)
Elimination of GAAP technical provisions 
(net of reinsurance and deferred acquisition costs) 61.5
Elimination of inter-group debtors relating  
to future technical cashflows (41.6)
Replacement of Solvency II technical provisions 231.1
Recognition of net deferred tax on Solvency II 
adjustments arising (24.7)
Solvency II net assets 1,352.2

The inter-group balances due to BIdac from BUL are included 
on the GAAP balance sheet. These consist of the following 
components:
•	2017 YoA profit distribution;
•	FAL fees payable from BUL to BIdac up to the reporting date; 

and 
•	profit commission payable from BIdac to BUL.

The 2017 YoA profit distribution, FAL fees and profit 
commissions that relate to future cashflows are implicitly 
included within the Solvency II technical provisions.

There are no basic own-fund items subject to the transitional 
arrangements referred to in Articles 308b(9) and 308b(10) 
of Directive 2009/138/EC and there are no ancillary own 
funds items.

E.2 Solvency Capital Requirement and 
Minimum Capital Requirement
The SCR and MCR for BIdac are as follows:

2019
$m

2018
$m

Solvency Capital Requirement 709.6 656.2
Minimum Capital Requirement 177.4 164.0

The SCR is subject to CBI review. The MCR is calculated based 
on net of reinsurance technical provisions at the year end 
and written premiums in the 12 months to that date. 

BIdac uses an internal model to calculate its SCR. The model 
is designed to produce output on the required basis, namely 
the capital required to meet a 1 in 200 adverse loss on the 
Solvency II balance sheet over a one-year time horizon. 

The table below shows the SCR split by risk category.

Model
Insurance

risk
Market

risk
Operational

risk
Credit

risk

2020 SCR 72% 19% 7% 2%
2019 SCR 60% 21% 17% 2%

BIdac also monitors its capital against a Strategic Solvency 
Target (SST) which has been set at the capital required to 
meet a 1 in 500 adverse loss on the Solvency II balance 
sheet over a one-year time horizon. BIdac must notify the 
CBI when the available capital falls below the SST. As at 
31 December 2019, the SST was $846.9m (2018: $796.7m). 
Although the reinsurance contract is presented as a single 
cash flow, the management of the reinsurance contract looks 
through the underlying risk exposures when assessing risks to 
the company and the performance of the contracts.
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E.2 Solvency Capital Requirement and 
Minimum Capital Requirement continued
Use of the internal model
Beazley’s internal model is regularly used across the group 
in a number of management processes as well as to input into 
a range of ad-hoc analysis that is presented to the business 
to support decision making e.g. reinsurance analysis.

Regular uses include:
•	capital setting: the internal model is used to calculate the 

capital for each entity quarterly. The calculated capital is 
split by major risk i.e. insurance, market, credit, liquidity, 
operational and group risk;

•	business planning including capital allocation: the internal 
model is used in the business planning process to allocate 
capital between divisions. This, when combined with the 
plan profit, allows management to compare the performance 
of the different business lines on a risk adjusted basis;

•	business planning – catastrophe loss ratios: the internal 
model is used to calculate catastrophe loss ratios and 
reinsurance recoveries included in the plan;

•	business planning – investment income: the internal model 
is used to calculate the investment income assumptions 
in the plan;

•	business planning – portfolio optimisation;
•	business planning – reinsurance and Special Purpose 

Arrangement review;
•	long term plan: the capital projections and stress scenarios in 

the long term plan are developed using internal model output;
•	reserving: the internal model is used to allow the actuarial 

team to develop the reserve strength indicators which are 
used to communicate the level of prudence in the reserves;

•	exposure management: the catastrophe model component 
of the internal model is used to monitor catastrophe risk 
against appetite and natural catastrophe risk model output 
for is used for capital modelling;

•	investment management: the asset risk component of 
the internal model is used to monitor investment risk and 
investment risk output is used for capital modelling; and

•	reinsurance credit risk: credit risk output is used for capital 
modelling; 

•	ORSA: 1-in-10 output is used to calculate key risk indicators 
to determine whether the syndicates are operating within  
risk appetite.

Scope of the internal model 
The scope of the internal model includes all material risks faced 
by Beazley split by the group’s divisions. No known important 
risks are excluded from the internal model. The material risks 
currently included in the internal model are:
•	premium risk;
•	catastrophe risk (both natural and man-made);
•	reserving risk;
•	market (or asset) risk;
•	operational risk (including regulatory and legal risk);
•	credit risk;
•	group risk; and
•	liquidity risk.

Methods used in the internal model 
The internal model estimates the probability distribution 
forecast using a structured quantitative process that makes 
use of methods that are: in line with good actuarial and 
statistical practice; subject to regular independent challenge; 
and appropriate to the analysis and risk profile in question. 
These methods use parameters that are estimated using all 
relevant internally available data; appropriate externally sourced 
industry data; data embedded in external models that have 
been prepared by experts; judgements based on appropriately 
qualified and challenged experts, and distributions which are 
statistically consistent with the historic data relating to the 
frequency and severity of loss.

Beazley uses a full internal model to calculate the SCR. The 
SCR is calculated by the internal model in accordance with 
the specifications of Article 101 of Directive 2009/138/EC; 
specifically that it is taken from the 99.5th percentile value 
at risk over a 1-year time horizon, taken directly from the 
probability distribution output generated by the calculation 
kernel and covers insurance (underwriting and reserving), 
asset (market), credit, and operational and group risk. 

E. Capital management continued
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E.2 Solvency Capital Requirement and 
Minimum Capital Requirement continued
Data used in the internal model
Model inputs are made up of two key components:
•	inputs to model stand-alone risk which requires:
	 – �exposure data. For example the number of policies 

of a given size and type; and
	 – �risk assumptions. For example setting out the range 

of claim sizes for a given policy. These assumptions 
are based on relevant historic experience.

•	input to aggregate the risk:
	 – �risk is aggregated using a ‘risk drivers’ approach where 

the assumptions are set based on historic experience 
for each driver.

On-going appropriateness is ensured through the capital 
team’s in-team testing process which includes:
•	quarterly internal model data input testing which includes 

a reconciliation of key data items; and
•	annual data quality testing which includes testing of data 

quality standards (materiality, accuracy, completeness 
and appropriateness) for the internal model inputs.

E.3 Use of the duration-based equity risk  
sub-module in the calculation of the Solvency 
Capital Requirement
Not applicable.

E.4 Differences between the standard formula 
and any internal model used
The internal model uses a modular structure comprising of 
a number of free-standing modules each addressing a risk 
category within scope of the internal model (see section E.2). 
A distribution is generated from each module. The modules 
are aggregated using a ‘risk drivers’ approach in an overall 
module that calculates model output. Given the risk profile of 
Beazley (roughly an equal split of medium-tailed and short-
tailed exposures) the most important risk driver is the market 
cycle which impacts all classes of business and all underwriting 
years. Driver variables for some risk modules are based upon 
the output results from other modules. For example, in the 
credit risk module, the probability of default for reinsurers is 
increased when the size of the modelled catastrophe exceeds 
a defined level.

The internal model assesses all risk factors based on the 
underlying risks of the reinsurance contract. The standard 
formula calculation is based on the solvency II balance sheet, 
which presents the reinsurance result as a single net cash 
flow for each contract. As a result the main differences in 
the methodologies and underlying assumptions used in the 
standard formula (SF) and in the internal model (IM) by risk 
module are as follows:
•	greater premium and reserve risk is assumed for the 

IM reflecting the underlying economic risks while the 
SF assumptions are applied to the technical provisions;

•	catastrophe risk assumptions are lower in the IM reflecting 
the detailed modelling of the portfolio;

•	IM market risk is greater than the SF due to greater interest 
rate and credit spread risk assumptions as well as making 
allowance for the full economic risk within the underlying 
asset portfolio;

•	greater credit and operational risk is assumed for the IM 
than for the SF;

•	the IM assumes greater diversification between risk 
categories than that assumed in the SF with the driver of risk 
assumptions reflecting the risk profile; and

•	IM explicitly includes profit offsetting the risk.

The risks covered in the IM are in line with those covered in 
the SF; however some risks, for example court inflation, are 
explicitly rather than implicitly modelled.

E.5 Non-compliance with the Minimum Capital 
Requirement and non-compliance with the 
Solvency Capital Requirement
There have been no material changes or instances of non-
compliance with the SCR or MCR over the reporting period, 
nor is there a foreseeable risk of non-compliance which is 
considered in the ORSA report where a confirmation statement 
of continued compliance (for regulatory capital requirements 
and regulatory requirements for technical provisions) is made.

E.6 Any other information
There is no other material information to report.

As disclosed in further detail at section A.5, the company 
continues to monitor and respond to the global COVID-19 
outbreak.
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Appendix: Quantitative reporting

The following quantitative reporting templates are appended 
to this report.

S.02.01.02	 – Balance sheet
S.05.01.02	 – �Premiums, claims and expenses by line  

of business
S.05.02.01	 – Premiums, claims and expenses by country
S.17.01.02 	 – Non-life technical provisions
S.19.01.21	 – Claims triangles
S.23.01.01	 – Own funds
S.25.03.21	 – �Solvency Capital Requirement calculated 

using a full internal model
S.28.01.01 	 – Minimum capital requirement

All monetary amounts are in thousands of US dollars. Please 
note that totals may differ from the sum of component parts 
due to rounding. For improved presentation, some blank 
columns in the quantitative reporting templates have been 
omitted. All items disclosed are consistent with the quantitative 
reporting submitted privately to the Central Bank of Ireland.
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S.02.01.02 – Balance sheet
Solvency II 

value

C0010

Assets
Intangible assets R0030  
Deferred tax assets R0040 543
Pension benefit surplus R0050  
Property, plant & equipment held for own use R0060  
Investments (other than assets held for index-linked and unit-linked contracts) R0070 1,748,547
	 Property (other than for own use) R0080  
	 Holdings in related undertakings, including participations R0090  
	 Equities R0100  
		  Equities – listed R0110  
		  Equities – unlisted R0120  
	 Bonds R0130 1,464,761
		  Government Bonds R0140 482,292
		  Corporate Bonds R0150 982,469
		  Structured notes R0160  
		  Collateralised securities R0170  
	 Collective Investments Undertakings R0180 273,311
	 Derivatives R0190 10,474
	 Deposits other than cash equivalents R0200 
	 Other investments R0210  
Assets held for index-linked and unit-linked contracts R0220  
Loans and mortgages R0230  
	 Loans on policies R0240  
	 Loans and mortgages to individuals R0250  
	 Other loans and mortgages R0260  
Reinsurance recoverables from: R0270 (2,143)
	 Non-life and health similar to non-life R0280 (2,143) 
		  Non-life excluding health R0290 (2,143) 
		  Health similar to non-life R0300  
	 Life and health similar to life, excluding health and index-linked and unit-linked R0310  
		  Health similar to life R0320  
		  Life excluding health and index-linked and unit-linked R0330  
	 Life index-linked and unit-linked R0340  
Deposits to cedants R0350  
Insurance and intermediaries receivables R0360 5,519 
Reinsurance receivables R0370  518
Receivables (trade, not insurance) R0380 38,166 
Own shares (held directly) R0390  
Amounts due in respect of own fund items or initial fund called up but not yet paid in R0400  
Cash and cash equivalents R0410 12,548
Any other assets, not elsewhere shown R0420 55
Total assets R0500 1,808,039 
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Appendix: Quantitative reporting continued

S.02.01.02 – Balance sheet
Solvency II 

value
C0010

Liabilities
Technical provisions – non-life R0510 (229,000) 
Technical provisions – non-life (excluding health) R0520 (229,000) 
	 TP calculated as a whole R0530  
	 Best estimate R0540 (329,916) 
	 Risk margin R0550 100,916 
Technical provisions – health (similar to non-life) R0560 
	 TP calculated as a whole R0570  
	 Best estimate R0580  
	 Risk margin R0590 
TP – life (excluding index-linked and unit-linked) R0600  
Technical provisions – health (similar to life) R0610  
	 TP calculated as a whole R0620  
	 Best estimate R0630  
	 Risk margin R0640  
TP – life (excluding health and index-linked and unit-linked) R0650 
	 TP calculated as a whole R0660  
	 Best estimate R0670 
	 Risk margin R0680 
TP – index-linked and unit-linked R0690  
	 TP calculated as a whole R0700  
	 Best estimate R0710  
	 Risk margin R0720  
Contingent liabilities R0740  
Provisions other than technical provisions R0750  
Pension benefit obligations R0760  
Deposits from reinsurers R0770  
Deferred tax liabilities R0780 25,235
Derivatives R0790 6,373 
Debts owed to credit institutions R0800  
	 Debts owed to credit institutions resident domestically ER0801  
	 Debts owed to credit institutions resident in the euro area other than domestic ER0802  
	 Debts owed to credit institutions resident in rest of the world ER0803  
Financial liabilities other than debts owed to credit institutions R0810  
	 debts owed to non-credit institutions ER0811  
	 debts owed to non-credit institutions resident domestically ER0812  
	 debts owed to non-credit institutions resident in the euro area other than domestic ER0813  
	 debts owed to non-credit institutions resident in rest of the world ER0814  
	 other financial liabilities (debt securities issued) ER0815  
Insurance & intermediaries payables R0820  
Reinsurance payables R0830  
Payables (trade, not insurance) R0840 45,722
Subordinated liabilities R0850 598,717
	 Subordinated liabilities not in BOF R0860  
	 Subordinated liabilities in BOF R0870 598,717
Any other liabilities, not elsewhere shown R0880 8,739 
Total liabilities R0900 455,786

Excess of assets over liabilities R1000 1,352,253

Excess of assets over liabilities minus Subordinated Liabilities in BOF  1,950,969 
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S.05.01.02 – Premiums, claims and expenses by line of business

Line of Business for: non-life insurance and reinsurance obligations 
(direct business and accepted proportional reinsurance)

Line of Business for: accepted 
non-proportional reinsurance

Total

Income
 protection
 insurance

Marine, 
aviation and

 transport 
insurance

Fire and 
other damage 

to property
 insurance

General 
liability

 insurance

Credit and
 suretyship 
insurance

Miscellaneous 
financial loss Health Casualty Property

C0020 C0060 C0070 C0080 C0090 C0120 C0130 C0140 C0160 C0200

Premiums written            
	 Gross – Direct Business  R0110  138  32,800  56     32,994
	 Gross – Proportional reinsurance accepted  R0120 3,070    3,070
	 Gross – Non-proportional reinsurance accepted  R0130       584 7,168 7,752
	 Reinsurers’ share  R0140    6,756    20 1,355 8,131
	 Net  R0200 0 138 0 29,114 56 0 0 564 5,813 35,685
Premiums earned            
	 Gross – Direct Business  R0210  33  20,924 45     21,002
	 Gross – Proportional reinsurance accepted  R0220 2,634    2,634
	 Gross – Non-proportional reinsurance accepted  R0230       619 6,757 7,376
	 Reinsurers’ share  R0240    3,540    12 1,146 4,698
	 Net  R0300 0 33 0 20,018 45 0 0 607 5,611 26,314
Claims incurred            
	 Gross – Direct Business  R0310  21  14,639 27  14,687
	 Gross – Proportional reinsurance accepted  R0320 1,611 1,611
	 Gross – Non-proportional reinsurance accepted  R0330       (126,542) 1,847 (124,695)
	 Reinsurers’ share  R0340    2,707    10 149 2,866
	 Net  R0400 0 21 0 13,543 27 0 0 (126,552) 1,698 (111,263)

Changes in other technical provision
Gross – Direct business R0410 0
	 Gross – Proportional reinsurance accepted  R0420          0
	 Gross – Non-proportional reinsurance accepted  R0430          0
	 Reinsurers’ share  R0440          0
	 Net  R0500 0 0 0 0 0 0 0 0 0 0
Expenses incurred  R0550 0 43 0 11,128 17 0 0 5,594 2,224 19,006

Other expenses  R1200           
Total expenses  R1300          19,006

The following columns, which are blank, have been omitted for improved presentation:

COO10 Medical expense insurance 		  C0030 Workers’ compensation insurance	 C0040 Motor vehicle liability insurance 	 C0050 Other motor insurance	
C0100 Legal expenses insurance 		  C0110 Assistance			   C0150 Marine, aviation, transport
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S.05.02.01 – Premiums, claims and expenses by country
Home Country – non-life obligations

Home 
Country

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

Total Top 5 and
 home country

C0010 C0020 C0030 C0040 C0050 C0060 C0070
 Ireland FR GE ES GB PL

R0010 C0080 C0090 C0100 C0110 C0120 C0130 C0140

Premium written
Gross – Direct Business  R0110 0 6,172 5,762 8,678 12,306 0 32,918
Gross – Proportional reinsurance accepted  R0120 0 1,356 0 0 1,714 0 3,070
Gross – Non-proportional reinsurance accepted  R0130  0 0 6,693 0 384 599 7,676
Reinsurers’ share  R0140  0 973 851 1,291 3,606 0 6,721
Net  R0200  6,555 11,604 7,387 10,798 599 36,943
Premium earned  
Gross – Direct Business  R0210 0 4,217 4,243 6,334 6,162 0 20,955

Gross – Proportional reinsurance accepted  R0220  0 1,356 0 0 1,278 0 2,634
Gross – Non-proportional reinsurance accepted  R0230  0 0 6,317 0 373 612 7,303
Reinsurers’ share  R0240  0 0 0 0 0 0 0
Net  R0300  5,573 10,560 6,334 7,813 612 30,892
Claims incurred  
Gross – Direct Business  R0310 0 2,662 3,151 4,390 4,456 0 14,659
Gross – Proportional reinsurance accepted  R0320 0 1,043 0 0 569 0 1,611
Gross – Non-proportional reinsurance accepted  R0330 0 0 1,746 0 (126,757) 292 (124,718)
Reinsurers’ share  R0340 0 472 552 724 1,106 11 2,865
Net  R0400  3,233 4,345 3,666 (122,838) 282 (111,313)
Changes in other technical provisions  
Gross – Direct Business  R0410  0 0 0 0 0 0 0
Gross – Proportional reinsurance accepted  R0420 0 0 0 0 0 0 0
Gross – Non-proportional reinsurance accepted  R0430 0 0 0 0  0 0 0
Reinsurers’ share  R0440 0 0 0 0 0 0 0
Net  R0500  0 0 0 0 0 0 0
Expenses incurred R0550 0 2,335 3,864 2,692 9,882 186 18,959
Other expenses  R1200    
Total expenses  R1300   18,959

Appendix: Quantitative reporting continued
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S.17.01.02 – Non-life technical provisions
Direct business and accepted 

proportional reinsurance
Accepted non-proportional 

reinsurance:

Total
 non-life

 obligations 

Income
 protection
 insurance

Marine,
 aviation 

and 
transport

 insurance

Fire and
 other

 damage to
 property

 insurance

General
 liability

 insurance

Credit and
 suretyship
 insurance

Miscellaneous
 financial loss

Non-
proportional

 health
 reinsurance

Non-
proportional

 casualty
 reinsurance

Non-
proportional

 property
 reinsurance

C0030 C0070 C0080 C0090 C0100 C0130 C0140 C0150 C0170 C0180

Technical provisions 
calculated as a whole R0010          0
Total Recoverables from 
reinsurance/SPV and 
Finite Re after the 
adjustment for expected 
losses due to counterparty 
default associated to TP 
as a whole R0050          0
Technical Provisions 
calculated as a sum 
of BE and RM   
Best estimate    
Premium provisions    
Gross – Total R0060 (3) (2,908) (3) (334,712) (794) (338,421)
Total recoverable from 
reinsurance/SPV and 
Finite Re after the 
adjustment for expected 
losses due to  
counterparty default R0140 (66) 87 (292) (271)
Net Best Estimate of 
Premium Provisions R0150 63 (2,995) (3) (334,712) (502) (338,150)
Claims provisions           
Gross – Total R0160 (2) 17,690 (12) (10,960) 1,790 8,505
Total recoverable from 
reinsurance/SPV and Finite 
Re after the adjustment  
for expected losses due 
to counterparty default R0240 2,917 (504) 2,413
Net Best Estimate of 
Claims Provisions R0250 (2) 14,773 (12) (10,960) 2,294 6,092
Total Best  
estimate – gross R0260 (6) 14,782 (15) (345,673) 995 (329,916)
Total Best estimate – net R0270 60 11,778 (15) (345,673) 1,791 (332,058)
Risk margin R0280 5 1,024 1 99,667 219 100,916
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S.17.01.02 – Non-life technical provisions
Direct business and accepted 

proportional reinsurance
Accepted non-proportional 

reinsurance: 

Total 
non-life

 obligations

Income
 protection 
insurance

Marine,
 aviation 

and
 transport

 insurance

Fire and 
other

 damage 
to property
 insurance

General
 liability

 insurance

Credit and
 suretyship
 insurance

Miscellaneous
 financial loss

Non-
proportional

 health
 reinsurance

Non-
proportional

 casualty
reinsurance

Non-
proportional 

property 
reinsurance

C0030 C0070 C0080 C0090 C0100 C0130 C0140 C0150 C0170 C0180

Amount of the transitional  
on Technical Provisions           
TP as a whole R0290          0
Best estimate R0300          0
Risk margin R0310          0
Technical Provisions           
Technical provisions – 
total R0320 (1) 15,806 (14) (246,005) 1,215 (228,999)
Recoverable from 
reinsurance contract/SPV 
and Finite Re after the 
adjustment for expected 
losses due to counterparty 
default – total R0330  (66)  3,004     (795) 2,143
Technical provisions 
minus recoverables from 
reinsurance/SPV and 
Finite Re-total R0340 65 12,802 (14) (246,005) 2,010 (231,142)

The following columns, which are blank, have been omitted for improved presentation:

C0020	 Medical expense insurance		  C0110	 Legal expenses insurance
C0040 	 Workers’ compensation insurance		  C0120	 Assistance
C0050	 Motor vehicle liability insurance		  C0160 	 Non-proportional marine, aviation and transport reinsurance
C0060	 Other motor insurance	

Appendix: Quantitative reporting continued
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S.19.01.21 – Claims triangles

Accident year/ 
Underwriting year Z0020 Underwriting year 

Gross Claims Paid (non-cumulative)
(absolute amount)

Development year

 
 
 

 
Year 0

 
1

 
2 3

 
4 5 6 7 8 9 10 & +   

In current
 year

Sum of years 
(cumulative)

 C0010 C0020 C0030 C0040 C0050 C0060 C0070 C0080 C0090 C0100 C0110   C0170 C0180

Prior R0100           –  R0100 – –
N-9 R0160 – – – – – – – – – –   R0160 – –
N-8 R0170 – – – – – – – – –    R0170 – –
N-7 R0180 – – – – – – – –     R0180 – –
N-6 R0190 – – – – – – –      R0190 – –
N-5 R0200 – – – – – –       R0200 – –
N-4 R0210 – – – – –        R0210 – –
N-3 R0220 – – – –         R0220 – –
N-2 R0230 – – –          R0230 – –
N-1 R0240 – –           R0240 – –
N R0250 –            R0250 – –
           Total R0260 – –
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Gross undiscounted Best Estimate Claims Provisions
(absolute amount)

 Development year

Year 0 1 2 3 4 5 6 7 8 9 10 & +   

Year end
 (discounted

data)

 C0200 C0210 C0220 C0230 C0240 C0250 C0260 C0270 C0280 C0290 C0300   C0360

Prior R0100            R0100
N-9 R0160            R0160
N-8 R0170            R0170
N-7 R0180            R0180
N-6 R0190            R0190
N-5 R0200   (151,633)         R0200
N-4 R0210  (81,373) (203,276)         R0210
N-3 R0220 48,886 0 (106,341)         R0220
N-2 R0230 (12) 363 (10,711)          R0230 (10,647)
N-1 R0240 2,513 4,036           R0240 (6,626)

R0250 15,387 R0250 8,505
Total R0260 17,010

S.19.01.21 – Claims triangles

Appendix: Quantitative reporting continued
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S.23.01.01 – Own funds

Total
Tier 1 – 

unrestricted Tier 2 Tier 3

C0010 C0020 C0040 C0050

Basic own funds before deduction for participations in other 
financial sector as foreseen in article 68 of Delegated 
Regulation (EU) 2015/35     
	 Ordinary share capital (gross of own shares)  R0010 1 1  
	 Share premium account related to ordinary share capital  R0030    
	� Initial funds, members’ contributions or the equivalent 

basic own – fund item for mutual and mutual-type 
undertakings  R0040    

	 Subordinated mutual member accounts  R0050    
	 Surplus funds  R0070    
	 Preference shares  R0090    
	 Share premium account related to preference shares  R0110    
	 Reconciliation reserve  R0130 815,392 815,392  
	 Subordinated liabilities  R0140 598,717  598,717
	 An amount equal to the value of net deferred tax assets  R0160 543   543
	� Other own fund items approved by the supervisory 

authority as basic own funds not specified above  R0180 536,317 536,317  
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 R0220    

Deductions     
	 Deductions for participations in financial and credit 		
	 institutions R0230    
Total basic own funds after deductions R0290 1,950,969 1,351,709 598,717 543

 
Ancillary own funds     
	 Unpaid and uncalled ordinary share capital callable  
	 on demand  R0300    
	� Unpaid and uncalled initial funds, members’ contributions 

or the equivalent basic own fund item for mutual and 
mutual – type undertakings, callable on demand  R0310    

	 Unpaid and uncalled preference shares callable  
	 on demand  R0320    
	� A legally binding commitment to subscribe and pay for 

subordinated liabilities on demand  R0330    
	� Letters of credit and guarantees under Article 96(2) of the 

Directive 2009/138/EC  R0340    
	� Letters of credit and guarantees other than under Article 

96(2) of the Directive 2009/138/EC  R0350    
	� Supplementary members calls under first subparagraph 

of Article 96(3) of the Directive 2009/138/EC  R0360    
	� Supplementary members calls – other than under  

first subparagraph of Article 96(3) of the Directive 
2009/138/EC  R0370    

	 Other ancillary own funds  R0390    
Total ancillary own R0400    
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S.23.01.01 – Own funds

Total
Tier 1 – 

unrestricted Tier 2 Tier 3

C0010 C0020 C0040 C0050

Available and eligible own funds     
Total available own funds to meet the SCR R0500 1,950,969 1,351,709 598,717 543
Total available own funds to meet the MCR R0510 1,950,426 1,351,709 598,717
Total eligible own funds to meet the SCR R0540 1,706,531 1,351,709 354,822 0
Total eligible own funds to meet the MCR R0550 1,387,191 1,351,709 35,482
SCR R0580 709,644   
MCR R0600 177,411   
Ratio of Eligible own funds to SCR R0620 240.48%   
Ratio of Eligible own funds to MCR R0640 781.91%   

C0060

Reconciliation reserve   
	 Excess of assets over liabilities R0700 1,352,253
	 Own shares (held directly and indirectly) R0710  
	 Foreseeable dividends, distributions and charges R0720
	 Other basic own fund items R0730 536,861
	� Adjustment for restricted own fund items in respect of matching 

adjustment portfolios and ring fenced funds R0740  
	 Reconciliation reserve R0760 815,392
Expected profits   
	 Expected profits included in future premiums (EPIFP) – Life Business R0770
	 Expected profits included in future premiums (EPIFP) – Non-life business R0780 312,546

Total Expected profits included in future premiums (EPIFP) R0790 312,546

The following columns, which are blank, have been omitted for improved presentation:

C0030	 Tier 1 restricted

Appendix: Quantitative reporting continued
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S.25.03.21 – Solvency Capital Requirement calculated using a full internal model

Unique number of component Components description
Calculation of the 

Solvency Capital Requirement
C0010 C0020 C0030

RES01 Reserve risk 471,318
PRM01 Premium risk 506,977
MKT01 Market risk 369,550
OPL01 Operational risk 72,779
CRT01 Credit risk 186,207

Calculation of Solvency Capital Requirement C0100

Total undiversified components R0110 1,606,831
Diversification R0060 (897,187)
Capital requirement for business operated in accordance with Art. 4 of Directive 2003/41/EC R0160  
Solvency capital requirement excluding capital add-on R0200 709,644
Capital add-ons already set R0210  
Solvency capital requirement R0220 709,644
Other information on SCR   
Amount/estimate of the overall loss-absorbing capacity of technical provisions R0300  
Amount/estimate of the overall loss-absorbing capacity of deferred taxes R0310 34,696
Total amount of Notional Solvency Capital Requirements for remaining part R0410  
Total amount of Notional Solvency Capital Requirements for ring fenced funds R0420  
Total amount of Notional Solvency Capital Requirement for matching adjustment portfolios R0430  
Diversification effects due to RFF nSCR aggregation for article 304 R0440  
Net future discretionary benefits R0460  
Approach to tax rate C0109

Approach based on average tax rate	 Yes
LAC DT

C0130

Amount/estimate of LAC DT 34,696
Amount/estimate of LAC DT justified by reversion of deferred tax liabilities 34,696
Amount/estimate of LAC DT justified by reference to probable future taxable economic profit
Amount/estimate of AC DT justified by carry back, current year
Amount/estimate of LAC DT justified by carry back, future years
Amount/estimate of Maximum LAC DT
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S.28.01.01 – Minimum Capital Requirement
Linear formula component for non-life insurance and reinsurance obligations	

Non-life activities

MCR calculation non-life  

Net (of reinsurance/SPV) 
best estimate and TP 
calculated as a whole

Net (of reinsurance) 
written premiums in the

 last 12 months

Linear formula component 
for non-life insurance and
reinsurance obligations – 

MCR calculation

C0020 C0030

Medical expense insurance 
and proportional reinsurance R0020    
Income protection insurance 
and proportional reinsurance R0030
Workers’ compensation insurance 
and proportional reinsurance R0040    
Motor vehicle liability insurance 
and proportional reinsurance R0050    
Other motor insurance and 
proportional reinsurance R0060    
Marine, aviation and transport 
insurance and proportional 
reinsurance R0070 60 95
Fire and other damage to 
property insurance and 
proportional reinsurance R0080
General liability insurance 
and proportional reinsurance R0090 11,778 19,217
Credit and suretyship insurance 
and proportional reinsurance R0100  38
Legal expenses insurance 
and proportional reinsurance R0110    
Assistance and proportional 
reinsurance R0120    
Miscellaneous financial loss 
insurance and proportional 
reinsurance R0130
Non-proportional health 
reinsurance R0140
Non-proportional casualty 
reinsurance R0150  103,923
Non-proportional marine, 
aviation and transport reinsurance R0160    
Non-proportional property 
reinsurance R0170 1,791 2,334

Appendix: Quantitative reporting continued
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S.28.01.01 – Minimum Capital Requirement
Linear formula component for life insurance and reinsurance obligations

Life activities

MCR calculation Life

Net (of reinsurance/SPV) 
best estimate and 

TP calculated as a whole
Net (of reinsurance/SPV) 

total capital at risk

Linear formula component 
for life insurance and 

reinsurance obligations – 
MCR calculation

C0050 C0060

Obligations with profit 
participation – guaranteed 
benefits R0210    
Obligations with profit 
participation – future discretionary 
benefits R0220    
Index-linked and unit-linked 
insurance obligations R0230    
Other life (re)insurance and  
health (re)insurance obligations R0240  
Total capital at risk for all life  
(re)insurance obligations R0250  

MCR components
Non-life activities Life activities

C0010 C0040 Total

MCRNL Result R0010 20,983  20,983
MCRL Result R0200  

Overall MCR calculation C0070

Linear MCR R0300 20,983
SCR R0310 709,644
MCR cap R0320 45.00% 319,340
MCR floor R0330 25.00% 177,411
Combined MCR R0340 177,411
Absolute floor of the MCR R0350 2,789

C0070

Minimum Capital Requirement R0400 177,411
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