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Introduction

This is the Solvency and Financial Condition Report (SFCR) for Berkshire Hathaway International Insurance
Limited (“BHIIL” or “the Company” or “the insurer”), based on the financial position as at 31 December 2024.

This report sets out aspects of the Company’s business performance, system of governance, risk profile,
valuation methods used for solvency purposes and its capital management practices, as described by the
Solvency It Regulatory Framework.



Summary

The Company uses the Standard Formula to calculate its solvency capital requirement. The Standard Formula
produces a Solvency Capital Requirement which management accept as appropriate to use for the business
under Solvency If standards. The Company has not placed any reliance on transitional measures to the
Solvency Il Directive 2009/138/EC.

The key solvency ratios are disclosed below. The calculations of the capital requirements are defined by the
Solvency Il Regulations.

Key Capital Performance Indicators

2024 2023

$000 $000
Available and Eligible Own Funds 695,339 653,796
Standard Formula Solvency Capital Requirement (SCR) 130,832 138,280
Surplus over SCR 564,507 515,516

Ratio of Eligible Funds to SCR 531% 473%
Minimum Capital Requirement (MCR) 36,146 39,075
Surplus over MCR 659,194 614,721
Ratio of Eligible Funds to MCR 1924% 1673%

As at 31 December 2024 BHIIL had a Standard Formula Solvency Capital Requirement of $131m. This is

covered by $695m of eligible capital resources resulting in a Solvency 1l surplus of $655m and a coverage ratio
of 531%.

The SCR decreased by $7.4m during the year. See Section E2 for details of key drivers of the decrease.

It is forecast that the Company will continue to maintain a surplus over both the Standard Formula Solvency
Capital Requirement and the Standard Formula Minimum Capital Requirement over the current planning
horizon. There are no current indicators that suggest that this is likely to change over the longer term.



A. Business and Performance

A.l Business

Berkshire Hathaway International Insurance Limited (“BHIIL”) commenced trading on 1 January 1997 and its
principal activity is underwriting general insurance business. The Company’s operations are administered by
the Company with additional administrative and claims handling services being provided by related group
companies. The Company’s operations are directed from London and Manchester but it also operates from
branch offices in Switzerland, Italy and Germany, which is in run-off.

BHIIL is a wholly owned subsidiary of National Indemnity Company (NICO), an insurance company and a
subsidiary of Berkshire Hathaway Inc. (BHI), a multinational conglomerate holding company quoted on the
New York Stock Exchange. Both NICO and BHI are headquartered in Omaha, Nebraska.

At 31 December 2024 NICO had a $241bn Surplus as regards policyholders and total assets of $381bn. BHIIL s
one of a number of subsidiaries of NICO. BHIIL represents less than 1% of the total assets of NICO, and 1% of
NICO's reported consolidated underwriting premium in 2024.

Regulation

BHIIL is regulated by the Prudential Regulation Authority (PRA) and the Financial Conduct Authority (FCA). The
Swiss Branch is regulated by the Swiss Financial Market Supervisory Authority (FINMA) and the Italian Branch
is regulated by the Italian Institute for Insurance Supervision (IVASS).

Contact details for each of these regulators can be found on their respective websites:

www.bankofengland.co.uk/pra

www.fca.org.uk

www.finma.ch

IVASS - Istituto per la vigilanza sulle assicurazioni

The external auditor for the Company for the year ended 31 December 2024 is Forvis Mazars LLP.

The registered office of BHIIL and principal place of business and the contact details of its external auditors and
supervisory authority are presented below:

Registered Office External Auditors Supervisory Authority
Berkshire Hathaway International Forvis Mazars LLP Prudential Regulation
Insurance Limited Authority (PRA)

4th Floor 30 Old Bailey 20 Moorgate

8 Fenchurch Place London London

London EC3M 4A)J EC4AM 7AU EC2R 6DA

+44 (0) 20 7342 2000 +44 (0) 20 7063 4000 +44 (0) 20 7601 4444



Strategy

The business strategy is to manage the underwriting cycle and write selected classes of business over the long-
term to achieve an underwriting profit over the course of the cycle. The underwriting business is managed in
divisions, the risk appetite and business strategy being defined at company level.

Berkshire Hathaway Specialty Insurance (BHS!) Division: This division writes Casualty, Property, Executive &
Professional, Punitive Damages, Marine and Healthcare lines under the BHSI brand. The BHSI operation
within BHIIL was formed in 2016 and targets appropriate commercial insurance using the financial strength

of Berkshire Hathaway to provide the ability for outsize capacity and creative, flexible solutions customers
can count on year after year. A core element in this is building the capability for claims excellence, a key
element of the BHS! brand. As from 1 October 2024, the BHS! division ceased to write UK business, which is
now written through the UK branch of Berkshire Hathaway European Insurance DAC (“BHEI”).

Berkshire Reinsurance Group (‘BHRG’) Division: The BHRG Division has a long standing participation on the
Global Aerospace Underwriting Managers (GAUM) aviation pools. The GAUM participation allows the
Company to write general insurance policies for Airline, General Aviation and Aerospace insurance to the

aviation and space industries.

The division continues to offer its Italian Medical Malpractice coverages for hospitals and clinics through in-
house underwriting teams based in the Company’s Italian Branch. In addition, the division is, on occasion,
approached by Brokers to underwrite large one-off risks, which are considered on their individual merits and
continues to write small amounts of high level US Casualty business.

The division continued the orderly run-off of its Broker facility and legacy motor accounts.

MedPro Division: This division works closely with a US sister company, MedPro Group, to continue to
develop business opportunities for the provision of medical malpractice and associated coverage for the full
spectrum of healthcare customers. This division provides cover for healthcare practitioners, hospitals and
other healthcare institutions.

Faraday Division: Faraday, a member of the Group of companies, manages a Lloyd’s Syndicate in the UK as
well as an FCA authorised intermediary, which placed business with the Company. No further business is
being written by this division and the claims are in run-off.

The Company has a comprehensive outwards reinsurance program placed with companies within the
Berkshire Hathaway Group, with the most material cover provided by NICO and Berkshire Hathaway
Homestate Insurance Company (BHHIC).

Surplus capital is maintained in order to take up business opportunities as they arise and additional capital
can be made available by NICO if required to support attractive new underwriting or for other reasons.
BHIIL’s current policy is to retain excess capital in order to enable some flexibility on the current year
business plan. BHIL and NICO are both rated AA+ by Standard & Poor’s.

For funds supporting underwriting, the investment strategy is conservative and investment guidelines
require funds to be invested in fixed interest securities with a credit rating of A and above, held to maturity.

The Capital Surplus Portfolio comprises equity investments and countenances potential market volatility and
lower asset liquidity as well as accepting potential concentration risk.

The Company has in place Trust Fund Agreements with NICO and BHHIC in respect of the exposure
generated from the outwards reinsurance program. This arrangement satisfies the requirement of the
Company to manage its exposure to NICO and BHHIC, under the current regulatory regime.



All other risks are actively managed to mitigate the possibility of significant adverse impact to the business.

Underwriting, investment, and other matters may be subject to consultation with the Parent company and its
representatives; however the Board operate in accordance with the interests of BHIIL recognising its distinct
legal entity status and regulatory requirements.

Brexit Impact

Following the UK’s exit from the European Union (Brexit) and the end of the transition period at the end of
2020, BHIIL has now ceased to have EU passporting rights. BHIIL continues to handle and pay claims arising
under policies it underwrote prior to Brexit and which relate to exposures in the EEA. However, should this no
longer be possible, BHEI has issued a Contingency Deed Poll Policy in favour of all of BHIIL's policyholders
which guarantees performance of BHIIL’s policies in the event that BHIIL is unable to service those policies due
to local restrictions in any EEA State following Brexit. The contingency policy has not been triggered to date.

It continues to be the view of the Directors that the UK and London Market will remain a significant insurance
and reinsurance market for the foreseeable future. In 2020 the Company noted that many risks presented in
London continued to co-mingle European, UK and rest of the world risks. In response to this BHEI established a
UK Branch in London which had the necessary regulatory approvals to service these risks. With the ending of
the Transition phase of Brexit the Company is seeing significant amounts of business that would have been
written by the Company being more appropriately served by the UK Branch of BHE! based in tondon. Though a
reduction of business volumes for the Company, this will have a limited impact on the UK based operations as
resources and costs are re-distributed to the BHEI UK Branch.

The Directors consider the current investment policy and matching of liabilities and assets in currency to put
the Company on a sound basis to deal with any market volatility.



Group Structure
Below is a simplified group structure for Berkshire Hathaway Inc. Insurance group pertaining to BHIIL.

Berkshire Hathaway inc.

Nationa! indemnity Company

Berlahire Hathaway International
Insurance Company Ltd




Review of the Business
The credit rating from Standard & Poor’s for BHIIL remained at AA+ throughout the year (2023:AA+). The full
S&P ratings report can be found on the BHIIL website www.bhiil.com.

During the year the Company operated under the four distinct divisions to allow the development of multiple
brand offerings.

BHSI Division

The division has continued to extend its product offering through the year as planned. BHSI underwrote a wide
array of products across the Casualty, Property, Executive & Professional, Punitive Damages, Marine and
Healthcare lines. As from 1 October 2024, the BHSI division ceased to write UK business, which is now written
through the UK branch of BHEL

BHRG Division

The BHRG Division has a long standing participation on the Giobal Aerospace Underwriting Managers
(GAUM) aviation pools. The GAUM participation allows the Company to write general insurance policies for
Airline, General Aviation and Aerospace insurance to the aviation and space industries.

The division continues to offer its Italian Medical Malpractice coverages for hospitals and clinics through in-
house underwriting teams based in the Company’s Italian Branch. In addition, the division is, on occasion,
approached by Brokers to underwrite large one-off risks, which are considered on their individual merits and
continues to write small amounts of high level US Casualty business.

The division continued the orderly run-off of its Broker facility and legacy motor accounts.

Medpro Division
This division currently has two MGA arrangements in place operating in the UK, and Switzerland. The UK MGA

was purchased by a Group Company in January 2018. The MedPro division also writes international risks
placed in the London Market.

Faraday Division
No further business is written by this division and the claims are in run-off.
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A.2  Underwriting Performance

The Company primarily manages its business by division as described on Section Al. Under Solvency Il, the

lines of business are pre-defined.

The tables below provide details of the Company’s underwriting performance for 2024 and 2023 for the major

Solvency Il lines of business. Full details of the Company’s premiums, claims and expenses for the year are
disclosed in template IR.05.04.02 which is included within the appendices.

Year ended 31 Dec 2024

Income Motor Marine, Fire & Other General Total

$000 Protection Vehicle Aviation & | Damage to Liability

Liability Transport Property
Net Premium Written 14 84 5,814 13,515 43,654 63,081
Net Premium Earned 14 735 6,919 20,872 48,250 76,790
Claims incurred 247 3,430 (2,669) (15,452) (40,403) (54,847)
Changes in other technical 136 183 (155) 770 934
provisions
Expenses incurred (12) (3,566) {1,026) (4,573) (11,913) (21,090)
Underwriting performance 249 735 3,407 692 (3,296) 1,787
Year ended 31 Dec 2023 Income Motor Marine, Fire & Other General Total
$000 Protection Vehicle Aviation & | Damage to Liability

Liability Transport Property
Net Premium Written 107 2,880 6,846 23,387 47,674 80,894
Net Premium Earned 2,222 7,897 6,984 23,029 44,499 84,631
Claims incurred (2,785) (2,511) (2,078) (14,740) (20,456) (42,570)
Changes in other technical 202 719 (145) 601 (1,393) (16)
provisions
Expenses incurred (208) (2,459) (1,917) (4,278) (9,839} (18,701)
Underwriting performance (569) 3,646 2,844 4,612 12,811 23,344

The Board of Directors are satisfied with the underwriting performance of the Company for 2024.
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A.3 Investment Performance

The Company considers the assets of the Company to comprise two portfolios. The first portfolio, the
tnsurance Portfolio, is in excess of policyholder liabilities after reinsurance plus an amount of surplus capital.
The second portfolio, the Capital Surplus Portfolio, comprises equity holdings invested outside of the Insurance
Portfolio.

In respect of the Insurance Portfolio the Company adopts an investment and risk management policy to ensure
that there is no material exposure to market or liquidity risks.

In respect of the Capital Surplus Portfolio the Company accepts market and liquidity risks. The Capital Surplus
Portfolio was valued at $0.0m at 31 December 2024 ($65.1m at 31 December 2023).

The Company has no exposure to derivatives or currency-hedging risks.

The Company’s investment return including exchange gains and losses in the year was $52.1m. Over the year
the return on investments remained strong, comprising an unrealised gain in the year of $2.0m, realised gains
of $40.5m, Investment income of $4.6m, bank interest of $8.6m and foreign exchange losses of $3.7m.

The Directors consider the current investment policy and matching of liabilities and assets in currency to put
the Company on a sound basis to deal with any market volatility.

A.4 Performance from Other Activities

The Company did not undertake any other activities in the year.

A.5  Any Other Information

Since the Russian invasion of Ukraine on 24 February 2022 the Company has been assessing its exposure to
insurance losses as a result of the conflict. The Company continues to monitor the sanctions regimes of the US,
the EU and the UK to ensure that processes and controls ensure compliance.

Management’s current assessment is the Company'’s exposure, net of reinsurance, and the changes in the
sanctions regime are manageable and do not significantly impact the Company’s ability to continue as a going
concern.

In respect of the enhanced risk of cyber-attacks on the Company’s IT infrastructure the Company continues to
take advice from an external cyber risk monitoring supplier to ensure there is effective threat monitoring and
practices and processes to manage this risk.

Since 2022, the Bank of England has raised interest rates to tackle persistent inflationary pressures. Inflation
remains higher than in recent years across Europe. There is currently a varied approach taken to address
inflation depending on division and class of business and it is expected that some classes of business such as
property will experience the impact of inflation more acutely.
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B. System of Governance

B.1  General information on the system of governance

The Governance structure of the Company is set out in the BHIIL Governance Map. There have been no material
changes to the Governance structure during the year.

Board

BHIIL is run by a Board of Directors operating under documented terms of reference and matters reserved for
the Board. The Board oversees various Board Committees who operate under their own Board-approved
Terms of Reference and report into the Board on a regular basis. Board meetings are normally held on a
quarterly basis with additional meetings scheduled as required.

The board members as at 31 December 2024 were:

Name Role and SIMF/SIF Appointment to Role Other Information
Status
Barbara Merry Chair of Audit September 2021 Member of Audit
Committee (SMF11) and Committee,
SMF14 Senior Nominations &
Independent Director Remuneration
Committee and Risk &
Compliance Committee
Andrea Reynolds Chair of Governing Body | November 2022 Member of Audit
(SMF9) and Chair of Committee,
Remuneration Nominations &
Committee (SMF12) Remuneration
(incorporates Committee and Risk &
Nominations) Compliance Committee
Chair of the Risk
Committee (SMF10)
Nazareno Cerni ltalian Branch Manager July 2023
and Executive Director
(SMF3)
David Fields Non-Executive Director December 2023
(Notified NED)
Stephen Michael Non-Executive Director January 2019 Member of Audit
(Notified NED) Committee,
Nominations &
Remuneration
Committee and Risk &
Compliance Committee
Guy Finney Chief Executive Officer January 2023
(SMF1) & Responsible
for Insurance
Distribution
Robert Love Chief Underwriting December 2008
Officer (BHRG Division
Business) (SMF23)
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The Key Responsibilities of the Board are:

To determine the strategic direction of BHIIL and to define the Company’s Risk Appetite.
To determine the approach to the Own Risk and Solvency Assessment, challenging and improving the

results.

To ensure that there is a suitably resourced system of Compliance and independent review and to
monitor the adequacy of the operation.

To ensure that customers are treated fairly and that adequate systems to address the risk of Financial
Crime are in place.

To ensure that the Company is compliant with all relevant legislation.

To ensure that System of Governance remains appropriate.

Committee Structure
The chart below sets out the Committee Structure of BHIIL:

Reporting/Escolations/Recommendations Reporting/Recommendations

BOARD *

Reporting/Recommendations
Reporting/Recommendations

Recommendations

Reporting

{Sub=Group of

Finance Committea)
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Remuneration

The Company’s Remuneration Policy is set by the Remuneration Committee and approved by the Board; it is
reviewed on at least an annual basis. The Company’s remuneration policies have been designed to ensure that
remuneration of its employees, officers and directors are competitive and do not promote excessive risk taking.
This aim is achieved through a balance between fixed and variable remuneration, which varies depending on an
individual’s role, experience, performance since the last review and seniority.

The Company provides a range of benefits to employees, complying with (and where appropriate exceeding)
minimum local statutory requirements, including salary, paid leave, discretionary bonus, life cover, permanent
disability income protection insurance, health insurance for employees and dependents, and an employee
assistance programme. The Company pays pension contributions based on a percentage of salary into a personal
pension plan on behalf of its employees. The Company does not offer any supplementary pension or early
retirement scheme. The Company does not offer share options.

The Company operates an annual discretionary bonus plan for employees based on individual performance,
which is aligned with BHIIL’s practices and in compliance with the Company’s Remuneration Policy. As well as
performance of the individual’s responsibilities, the manner in which they do it is important, namely aligning
with the Company’s core values. Bonuses, targets or incentives are not related exclusively to top line
performance, revenue, premium growth or other metrics that might encourage undue risk taking. Thus, its
remuneration practices are considered to promote sound and effective risk management and do not promote
or encourage excessive risk taking.

Regarding the remuneration of its INEDs, the Company’s policy is that, in keeping with their duty of
independence, they shall be remunerated by a fixed fee only, and no incentive-based payments will be made. It
is the Company’s policy that NEDs who are employees of the Group shall receive no remuneration for their
duties as directors of the Company.

Material Transactions

There were no transactions with directors or others with significant influence in the period.
Intragroup transactions primarily relate to reinsurance business ceded by the Company to NICO and to payments
for key management, underwriting, claims and administrative services provided by other Group companies.
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B.2 Fit and Proper Requirements

The Company has a policy which sets out the procedures to ensure that all those who are directors, key
function holders or are undertaking controiled functions on behalf of the Company are and remain fit and
proper to carry out those functions.

These procedures ensure that all those holding such functions:
e meet the requirements of the Regulators’ ‘fit and proper’ test and follow its principles
e comply with the Statement of Responsibilities; and
e report anything that could affect their ongoing suitability.

The following factors are taken into account when deciding whether an individual is fit and proper:
e their honesty, integrity and reputation
e their competence and capability; and
e their financial soundness.

Fitness and propriety checks are made before an individual is appointed to the Board or to carry out a
controlled function or a key function and also periodically thereafter.

B.3 Risk management system including the own risk and solvency assessment
The Board has approved a documented Risk Management Framework.

The Risk Management Framework is designed to ensure that there are clear responsibilities and reporting
lines. In conjunction with an appropriate monitoring and reporting structure the Risk Management
Framework is intended to provide the Board with confidence that risks are appropriately controlled in
accordance with the Board’s risk tolerance.

A pre-requisite of managing risk is that the Board have a good understanding of the risks that are faced by the
business, and have considered the appropriate level of risk that the business will stand. Articulation of the
Board’s Risk Appetite in documented Risk Appetite Statements enables cascading of Risk Management
throughout the organisation and provides useful reference material when considering new opportunities or
process change.

Policy & Procedure for Articulating Risk Appetite
The Risk Appetite Statement describes the Board’s appetite for risk.

The risk appetite framework enables the Company to define what strategic objectives are supported in its risk-
taking activities and to keep exposure within agreed limits. The Company risk appetite framework therefore
supports decision-making processes and understanding of its performance. The Company risk appetite
statements are supported by risk appetite metrics, which define the extent of exposure the Company is
prepared to tolerate to different types of risk in order to meet its strategic objectives. The risk appetite metrics
are updated on a quarterly basis and are presented to the Risk and Compliance Committee for review.

Operational Risks are managed by the application of internal controls and are also monitored via operational
risk appetites. It is the responsibility of the operational management to ensure that appropriate controls are in
place to operate within risk appetite.

The relevant risk owners and the Operations Committee monitor the performance of internal controls on
behalf of the Risk and Compliance Committee and the Board. The controls are assessed with regard to their
design relative to the Operational Risk considered and the control performance.
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Own Risk and Solvency Assessment {ORSA)

The ORSA is an integral part of the Company’s business strategy and supports the strategic decision making
process. The ORSA framework is a series of processes to enable the Company to manage its risk profile against
risk appetite and to ensure that there is an appropriate quantity and quality of capital given the risks facing the
business.

The ORSA encompasses the procedures employed to identify, assess, monitor, manage and report the risks
each entity may face over the business planning period. The management information that is an output of the
ORSA then facilitates informed strategic decisions with consideration to the Company’s appetite for risk and
the amount of capital needed.

ORSA processes evolve each year to ensure they remain appropriate to the nature, scale and operation of the
business. The framewaork has been designed to be flexible and with a non-prescriptive approach. The ORSA
report provides a conclusion of the adequacy of the control framework and capital required given the current
and planned risk exposures.

The ORSA process is owned by the Chief Risk Officer and approved by the Board. The Board is responsible for
both steering the on-going development of the ORSA process and challenging the results.

The ORSA process combines all elements of the risk and capital framework and is structured to complement
the strategy development and business planning processes, to ensure it supports decision making. Outputs
from the ORSA process are considered when setting business plans and the risk appetites.

A key concept of the ORSA is that it is a forward-looking assessment and therefore the ORSA process runs in
parallel with the business planning and reporting cycle.

A full ORSA process is run at least annually and the Board considers and approves an annual BHIIL ORSA report.

The Company’s risk profile will change over the course of the planning period for a number of reasons, such as
a significant insurance event, extreme economic conditions, or merger and acquisition. As a result, a full or
partial ORSA exercise may be conducted outside of the usual cycle if any change is significant enough that the
prior ORSA analysis is no longer relevant and useful.

The main output from the ORSA process is the ORSA report that is provided to the Board for approval. The full
ORSA report that goes to the Board is also sent to the relevant supervisory authority.
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B.4 Internal Control System

internal controls are implemented to control risk. All internal controls are efficiently designed to achieve the
required level of control in a cost—effective manner. It is the responsibility of the operational management to
ensure that appropriate controls are in place to operate within risk appetite. Internal controls are identified
with a defined owner responsible for maintenance of the control.

Internal control documentation includes:

e description of the control
e control owner
e risks mitigated by control, and control importance relative to risks (key control)

The risk team assess the effectiveness of key internal controls, as outlined in the annual risk management plan.
The results of the assessments are reported to the Rick and Compliance Committee on a quarterly basis.

Compliance Function

The Compliance Function monitors the business to ensure that it is in compliance with all laws and the
regulatory framework applicable to the Company. The Compliance Function also provides advice to the Board
and the business on all regulatory requirements and monitors compliance with such including licensing and
other arrangements, the fair treatment of customers, managing the risk of financial crime including applicable
sanctions compliance, product governance, the oversight of outsourced arrangements with third parties and
regulatory reporting.

18



B.5 Internal Audit Function

Internal Audit’s purpose is to help the Board and Executive Management protect the assets, reputation and
sustainability of the Company by providing independent and objective assurance designed to add value and
improve BHIIL’s operations.

Internal Audit’s activities include:

e Assessing and reporting to the Audit Committee and Management, as appropriate, on the
effectiveness of the design and operation of the risk management framework which enables risk to be
assessed and managed;

e Assessing and reporting to the Audit Committee and Management on the effectiveness of
Management actions to address deficiencies in the risk management framework;

e Assessing and reporting on key events, such as significant projects and outsourcing arrangements to
determine and report on whether key risks are being addressed proactively. Internal Audit may also
conduct a lessons learned analysis following significant adverse events in the organisation;

e Undertaking advisory projects where they do not impair Internal Audit’s actual or perceived

independence from Management. Advisory projects will focus primarily on risk and control systems

and processes that are embryonic, not yet mature or where material changes are being considered to
existing processes;

Internal Audit provides quarterly reports to the Audit Committee addressing the following:

- assessments of the adequacy and effectiveness of the organisation’s systems of risk management
and internal control based on the work of Internal Audit;

- reporting issues related to the processes for controlling the Company’s activities and the status of
Management action to address these issues; and

- providing periodic information on the status and results of the annual audit plan and the
sufficiency of Internal Audit’s resources.

B.6 Actuarial Function

The Chief Actuary is responsible for monitoring various capital adequacy measures to enable the Board to
exercise the appropriate level of governance and control of the Company’s insurance risk exposures.

The Chief Actuary engages with the Board, senior managers, regulators, reinsurers, and auditors to ensure that
the capital position of the Company and the risks that the Company faces are well understood and reflected in
the analysis performed as part of the reserving and capital modelling processes.

Principal responsibilities of the Actuarial Function are:

e To engage with the Board, senior managers, regulators and auditors to ensure that the capital
position of the Company and that the risks it faces are well understood and reflected in the analysis.
Performed as part of the reserving and capital modelling processes.

e To advise the Board on the appropriate level of capital requirements and reserves.

s To keep the Company updated with significant capital and reserving related developments
throughout the year.

e To provide proactive support to Underwriting, Claims, Reinsurance, and Investment functions.

e To assist with the production of and to ensure the integrity of the Company’s financial information
and regulatory reporting.

e Annually the Chief Actuary formally reports to the Board through the ‘Actuarial Function Report’
which documents the tasks, as mandated under the Solvency Il directive, that have been undertaken
by the actuarial function, identifying any deficiencies and giving recommendations as to how such
deficiencies should be remedied. The report covers the Actuarial Function’s calculation of technical
provisions, opinion on underwriting policy, opinion on the adequacy of reinsurance arrangements,
and contribution to risk management.
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B.7

Outsourcing

Outsourcing is an arrangement where an outsource provider is appointed to perform particular activities
which would otherwise be undertaken by staff directly employed by the Company. Entering into an outsource
arrangement does not relieve the Company of its responsibility for the outsourced activity. Any substantial
activity carried out by an Outsource Provider is subject to the requirements of the Outsource Policy.

The Outsource Policy ensures that:

An appropriate legal contract exists in respect of the Outsourced activity such that the desired level of
control may be exercised.

The risks surrounding the Outsourced activity are articulated and appropriate controls and/or
alternative measures exist so that the Outsourced activity operates within the Board’s risk appetite.
There is a clear allocation of responsibility in respect of Outsourced arrangements.

There is regular review of the Outsourced activity and risk assessment to ensure any performance
issues or changes to the risk profile are considered, and any resulting agreed actions implemented.

Material outsourced arrangements are required to be disclosed to the Regulator. A material outsourcing
contract is defined by the PRA as one which is of such importance that weakness, or failure, of the services
would cast serious doubt upon the firm's continuing satisfaction of the PRA’s threshold conditions or
Principles.

As at 31 December 2024, the following key outsourced functions are considered critical and important in line
with the terms of 7.2 of Conditions Governing Business in the PRA Rulebook for Solvency Il Firms:

Berkshire Hathaway Specialty Insurance Company (BHSIC), which is a Berkshire Hathaway group
company, provides IT services, sanctions screening, catastrophe modelling, operations, underwriting
and claims functions to the Company’s BHSI division.

Resolute Management Limited (RML) (a group company) provides to the Company the Services of
certain designated employees as agreed between the Parties from time to time.

Xceedance Limited, a 3rd party provider, provides back office support to the Company for the BHSI
business and some auxiliary activities.

BHSIC is located in the United States of America. RML is located in the United Kingdom. Xceedance is located
in Poland and India.
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C. Risk Profile

The BHIIL risk universe comprises six main categories of risk: insurance, credit, market, liguidity, operational

and strategic.

Analysis of Risk Profile (As per IR.25.04.01) 2024

$000
Underwriting Risk 89,015
Market Risk 35,405
Credit Risk 21,201
Diversification (29,682)
Basic Solvency Capital Requirement 115,939
Operational Risk 34,782
Loss absorbing capacity of deferred taxes (19,889)
Total Solvency Capital Requirement 130,832

C.1 Underwriting Risk

The appetite of BHIIL to underwriting risk aligns with those of Berkshire Hathaway Inc., the ultimate parent

company:

“At bottom, a sound insurance operation needs to adhere to four
disciplines. It must (1) understand all exposures that might cause a policy
to incur losses; (2) conservatively assess the likelihood of any exposure
actually causing a loss and the probable cost if it does; (3) set a premium
that, on average, will deliver a profit after both prospective loss costs and
operating expenses are covered; and (4) be willing to walk away if the
appropriate premium can’t be obtained.”

2023

$000
88,310
45,398
21,707
(34,505)
121,410
36,423
(19,553)
138,280

BHIIL has an appetite to underwrite insurance business on the basis of the first three disciplines, and to

withdraw or walk away from business when necessary under the fourth discipline.

BHIIL manages the underwriting cycle and writes selected classes of business over the long-term to achieve an
underwriting profit over the course of the cycle. In addition BHIIL provides a service to the market by entering
business lines or taking on risks in areas of the market which find themselves constrained by capital or where

market inefficiencies exist.

Underwriting risk therefore represents the most significant aspect of risk within BHIIL, but much of thisis

converted to credit risk through reinsurance placed mainly with NICO, BHIIL’s holding company.

Underwriting risk appetite tolerances are set for each line of business as part of the business planning process,
or on the writing of a new business line when the decision to enter that line is made (i.e. outside of the annual

business planning cycle). Underwriting risk tolerances are proposed by the underwriting committee and

approved by the Board, and are monitored at divisional underwriting committees.

Gross aggregate exposure is monitored at the Underwriting Committee. The aggregate exposure is
predominantly covered by reinsurance and the reinsurer is advised of exposures over a pre-agreed escalation

limit. For internal management and statutory reporting, reserves and planned loss ratios are established at

21



levels consistent with prudent assumptions with regard to likelihood of foss and probable claims cost. These
are monitored and approved at the Finance Committee and the Actuarial Committee.

For solvency and business planning purposes, reserves and planned loss ratios are established at levels
consistent with best-estimate assumptions with regard to likelihood of loss and probable claims cost. These
are monitored and approved at the Underwriting Committee, Actuarial Committee and the Finance
Committee.

Underwriting risk for solvency purposes and relevant to this Solvency and Financial Condition Report primarily
arise from:

o planned underwriting not achieving business best estimate plan loss ratios for attritional claims;

e higher than expected large loss or catastrophe (atypical) claim experience; and

e reserve deterioration against best-estimate reserves.

For Regulatory and Solvency purposes BHIIL adopts the Standard Formula approach to estimate the capital
requirement to meet the one in two-hundred adverse outcome over a one-year time frame.

The different reserve assessments for internal management, statutory, and regulatory reporting are reconciled
through internal reports considered at the appropriate committee.

The Standard Formula regulatory capital requirement is used for the BHIIL’s Own Risk & Solvency Assessment.
The Chief Actuary conducts a Standard Formula Appropriateness Assessment, to determine that an internal
assessment of capital requirements, “to ultimate” basis, is within an acceptable range compared to the
standard formula SCR, which is modelled on an “over 1-year" basis. BHIIL maintains significant surplus above
the regulatory capital requirement, which allows it to take up further business opportunities as they arise.
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C.2 Market Risk

Market risk refers to the risk of losses on the Investment Portfolio, arising from fluctuations in the market
value of the underlying investments.

The investment strategy of the Insurance Portfolio is conservative and investment guidelines require funds to
be invested in fixed interest securities rated by Standard & Poor’s {S&P) as “A” and above held to maturity. In
accordance with Article 132 of Directive 2009/138/EC, the Company only invests in assets and instruments
whose risks the Company can properly identify, measure, monitor, manage, control and report. All
investments held are in highly secure, liquid government bonds which are less than 24 months from maturity.
This conservative strategy is designed to protect capital so that it is available to support the underwriting. The
Company has no off-balance sheet transactions and has a policy of not investing in derivative contracts.

The Capital Surplus Portfolio was invested in US equities which are subject to concentration risk and equity
price risk. All equities were disposed of during the year.

The investment risk profile is the responsibility of the Finance Committee and is managed in line with the
agreed Investment Risk Appetite.

C3 Credit Risk

Credit risk arises from the possibility of default by one or more counterparties, which include reinsurers and
deposit-takers.

The credit risk to reinsurers is predominantly the exposure to NICO. The Board is responsible for approving the
reinsurance and the Risk Committee is responsible for monitoring the associated credit risk. The Trust Fund
Agreements in place with NICO manages the concentrated credit risk.

Credit risk from deposit-takers materially consists of bank exposures. The Finance Committee is responsible
for monitoring the credit risk based on the value deposited and the bank credit rating. When determining the
level of bank balances the Finance Committee also consider liquidity requirements.

Credit risk on overdue balances is materially premium credit risk which arises from exposure to overdue
premium balances. These are often held at, or to be collected by, brokers. The Operations Committee is
responsible for monitoring overdue amounts.

c.4 Liquidity Risk

Liquidity risk is the risk that BHIIL will be unable to meet its liabilities as they fall due. This is largely mitigated
by the investment guideline requirements which ensure compliance with the risk appetite statement. BHIIL
retains significant liquid balances, the investment portfolio is such that it may be converted to liquid assets at
short notice, and BHIIL also has the ability to make cash calls on its reinsurer.

The total amount of expected profit included in future premiums within the technical provisions was $14.7m
as at 31 December 2024 (31 December 2023: $14.0m).
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C5

Operational risk covers the risks arising from the failure of internal processes, people or systems, or from

Operational Risk

external events. Operational risk categories are identified as:

People

Underwriting internal

Delegated authority

Underwriting general

Other non-underwriting
processes

Process risk, outsourcing

Process risk, physical event

Systems

Legal & Compliance Risk

Reputational Risk

Project Risk

Group Risk

The risk of loss through theft or other fraudulent activity by
staff

The risk of loss through writing unauthorised business

The risk of loss through delegated authority business outside
risk appetite

The risk of loss through underwriting losses that are not
covered by reinsurance {e.g. due to sanctions issues)

The risk of loss due to unanticipated excess expenditure

The risk of loss through outsource providers operational
failures

The risk of unanticipated physical events impacting the
Company’s ability to trade

The risk that systems performance issues will lead to
operational difficulties

The risk of loss due to regulatory or legal action and/or fine
Conduct Risk and Financial Crime Risk are treated as two
important sub-risks in Legal and Compliance Risk

The risk of reputational damage
The risk of projects not achieving desired outcomes

The risk of loss due to Group relationship

The BHIIL senior management team provide an update on operational risks to the Board on a quarterly basis.

The Chief Risk Officer (“CRO”} monitors the Company’s operational risks as part of the quarterly reporting
cycle into the Risk Committee, which includes risk appetite monitoring and risk and control assessments.
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C.6 Strategic and Other Material Risks

Strategic risk is defined as the risk of lower than expected profits, or impact to the Company’s long-term
positioning and performance due to inadequate strategy. Strategic risk and the underlying risk components
are assessed in the risk and control assessment process. Optimistic and pessimistic business plan sensitivities,
which quantify the impact of writing more and less premium than the base business plan, are quantified in the
ORSA report.

Climate change related scenarios have been considered capturing the impact of physical and transition risks on
BHIIL, which includes assessing the impact of a severe natural catastrophe.

The Board have also assessed that there is no material impact on the valuation of the Company’s assets and
liabilities.

The Company continues to ensure it has adequate resources to service existing and future projected business
and to maintain adequate regulatory surplus capital.
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