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Executive Summary

Purpose of report

The purpose of the report is to provide additional information, over and above that contained in the
annual financial statements, to policyholders and other stakeholders to enable them to understand the
performance, governance structure, risk profile, solvency and capital position of Brit Reinsurance
(Bermuda) Limited (Brit Re or the Company) as at 31 December 2022.

Basis of preparation

The Financial Condition Report (FCR) has been prepared in accordance with Schedule | of the
Insurance (Public Disclosure) Rules 2015 of Bermuda, following the structure and guidelines contained
therein.

Al figures provided in this report are in United States dollars, the functional currency of the Company.

Report overview

In summary, the FCR contains the following information:

Business and performance

This section contains details of the organisational structure, insurance business activities and financial
performance of the Company.

The principal activity of the Company is that of providing reinsurance to insurance carriers of Brit
Limited, which is a subsidiary of Fairfax Financial Holdings Limited. Brit Re also writes a portfolio of
third party casualty treaty and property treaty business. For all of these activities the Company holds a
Class 3B licence issued by the Bermuda Monetary Authority.

The result on ordinary activities for the year ended 31 December 2022 before tax was a profit of $16.5m
(2021: profit $187.6m). The Company’s result for 2022 reflects a loss on investments of $86.9m (2021:
profit $100.6m) and an underwriting profit of $93.4m (2021: $89.9m). The 2022 combined ratio was
76.0% (2021: 64.5%).

On 7 December 2022, AM Best affirmed Brit Re’s Financial Strength Rating of A (Excellent), with a
‘stable’ outlook. This rating reflects Brit Re’s balance sheet strength, which AM Best assessed as ‘very
strong’.

Governance structure

This section contains details of the corporate governance, risk management and solvency self-
assessment frameworks of the Company.

The Company is committed to high standards of corporate governance and has established and
maintained effective systems of governance that provide for sound and prudent management. There is
a clear and well-defined organisational structure with clear, consistent and documented lines of
responsibility. The board of directors of the Company (the Board) and staff have the skills, knowledge
and expertise to fulfil their allocated responsibilities. The Company’s information systems produce
sufficient, reliable, consistent, timely and relevant information on all business activities, commitments
assumed and risk exposures. Appropriate risk management, regulatory compliance, internal audit and
actuarial functions are established and maintained. The system of governance is therefore considered
proportionate to the nature, scale and complexity of the business.
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Risk profile

This section provides information regarding risk management for each of the principal risks faced by
the Company.

The Company’s activities expose it to a number of key risks which have the potential to affect its ability
to achieve its business objectives. The most material risks relate to the Company’s underwriting and
investment operations.

The risks arising from any of the business activities are managed in line with the Risk Management
Framework (RMF) set by the Board in order to protect policyholders and maximise shareholder value.
This established framework covers all the risks surrounding the Company’s past, present and, in
particular, future activities.

Valuation for solvency purposes

The Bermuda Monetary Authority’s (BMA) Solvency Il equivalent regulations require the Company to
value assets and liabilities on a different basis to UK Generally Accepted Accounting Practice (GAAP),
which are used to prepare the Company's financial statements, when assessing its solvency
requirements. This section describes the main methods and assumptions used in the valuation.

Capital management

The Company holds considerable capital in surplus of its regulatory requirements at 31 December 2022
to maintain its ability to pay its policyholders even if extreme events materialise. The Company had a
GAAP solvency ratio of 188% (2021: 172%) of its regulatory target capital of $489.2m (2021: $612.3m)
and an enhanced capital requirement ratio of 234% (2021: 212%) of its regulatory enhanced capital
requirement of $407.7m (2021: $510.2m).

In addition to its regulatory requirements, the Company maintains an internal model to allow
management to assess its capital requirements for its risk profile. The Company also holds considerable
surplus capital over this management capital requirement.

Russia invasion of Ukraine

Brit Re has been shocked and horrified by the unfolding events in Ukraine. The Company’s directors
and employees’ thoughts are with the Ukrainian people and especially with Fairfax colleagues based
there. Given the ongoing nature of the event, the potential impact on the Company will continue to be
monitored closely.
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A. Business and Performance

A.1 Name of the insurer

Brit Reinsurance (Bermuda) Limited

A.2 Name and contact details of the insurance supervisor

Bermuda Monetary Authority

BMA House
43 Victoria Street
Hamilton, HM12

Bermuda
Telephone: +1 441-295-5278
Email: info@bma.bm

A.3 Name and contact details of the approved auditor

PricewaterhouseCoopers Ltd.

Washington House

4th floor, 16 Church Street
Hamilton, HM 11

Bermuda

Telephone: + 1 441-295-2000

Email: pwc.bermuda@bm.pwc.com

A.4 Ownership details

The Company’s immediate shareholder is Brit Insurance Holdings Limited (BIHL), a company registered
in England and Wales. BIHL is the principal intermediate holding company within the Brit Limited group
of companies (Group) and a direct subsidiary of Brit Limited. The Company’s ultimate holding company
is Fairfax Financial Holdings Limited.

As at 31 December 2022, the shares in the capital of Brit Limited are held by:
(i) Fairfax Financial Holdings Limited (Fairfax): 86.2%; and
(i) OMERS Administration Corporation: 13.8%.

Fairfax is federally incorporated and domiciled in Ontario, Canada.
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A.5 Group structure

An abridged corporate structure is shown in Appendix I.

A.6 Insurance business written by business segment and by geographical
region during the reporting period

The following table summarises the premiums written by business segment for the year ended 31
December 2022 and the 2021 comparative.

2022 2021
Premiums ($’m) Non FAL Total Non FAL | Total
2\ FAL
Gross written premium 400.5 63.3 463.8 215.4 63.3 278.7
Net written premium 352.0 63.3 415.3 206.9 63.3 270.2

zgﬁf°"°wei9h“"9'% 83.8% | 16.2% | 100.0% | | 75.0% | 25.0% | 100.0%

[Source: 2022 Annual Report and Financial Statements]

The Company provides Funds at Lloyd’s (FAL) to Brit UW Limited (BUWL), a Group company, through
a reinsurance contract. The Company has also entered into various reinsurance agreements with Brit
Syndicates Limited, as managing agent of Lloyd’s Syndicate 2987 and Syndicate 2988.

The Company writes third party property treaty and casualty treaty business, which totalled $27.7m of
gross written premium in 2022 (2021: $9.1m). The property treaty written is ceded to Sussex Re Limited,
a special purpose reinsurer.

In 2022 the Company wrote for the first time an industry loss warranty covering Brit's Syndicate 2988
property losses in respect of named windstorms and earthquake perils arising in the United States. The
Company also re-commenced writing a small portfolio of excess of loss contracts with Syndicate 2987
which were last written in 2017.

During 2021, Brit Syndicates Limited (as managing agent of Lloyd’s Syndicate 2987) completed a loss
portfolio transfer agreement with RiverStone Managing Agency Limited (for and on behalf of Lloyd’s
Syndicate 3500) for a legacy portfolio of discontinued classes of business underwritten by the syndicate.
The contract affected the inwards premium received by the Company, seeing a circa $71.0m reduction
in 2021.

The following table summarises the premiums written by the Company. Split by geographic location of
reinsureds for the year ended 31 December 2022 and the 2021 comparative.
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