ENS7AR

e e ey A A

ENSTAR GROUP

ANNUAL
REPORT 2021




Financial Results

(in millions of U.S. dollars, except ratios and per share data)

2021 2020 2019
Return on equity 7.1% 39.7% 26.6%
Adjusted return on equity* 9.2% 43.6% 19.6%
Run-off liability earnings 2.8% (0.1)% (0.5)%
Adjusted run-off liability earnings* 2.0% 2.5% 2.8%
Total investment return 2.5% 14.1% 10.0%
Adjusted total investment return* 3.6% 12.4% 6.3%
Net earnings attributable to Enstar ordinary shareholders $437 $1,719 $902
Book value per ordinary share $316.34 $286.45 $201.39
Adjusted book value per ordinary share* $310.80 $281.20 $197.93

*Non-GAAP financial measure, refer to pages 63-70 of our Annual Report on Form 10-K for the year ended December 31, 2021 for explanatory notes and a

reconciliation to the most directly comparable GAAP measure for the years ended December 31, 2021, 2020 and 2019.




Annual CEO letter
From Dominic Silvester, Chief Executive Officer

Dear Fellow Shareholders,

2021 was another active year for Enstar. We delivered 10.4% growth in book value per ordinary
share and a 7.1% return on equity. We began 2022 in a position of strength as one of the
world’s leading run-off specialists and providers of capital release solutions.

To call-out some highlights from last year:

«  We acquired record volumes of new legacy business, as we completed seven high-quality
acquisitions with industry leaders and assumed related assets of $3.8 billion.

« Following a spectacular equity market rally in 2020, we redeemed $2.7 billion from our
hedge fund investment, InRe, and took steps to realign our investment strategy to reduce
our exposure to single hedge fund investments and increase our operational resilience.

« We completed $942 million of share repurchases at a 24% discount to book value,
including the repurchase of the Hillhouse Group’s entire interest.

« We completed the sale and issuance of $500 million of 3.1% Senior Notes due 2031, locking
in attractive capital and bolstering our solvency position in advance of the maturity of our
outstanding 4.5% Senior Notes due 2022.

«  We achieved profitable growth from our investment portfolio, despite unrealised losses in
our bond holdings that arose due to rising interest rates as the global economy recovered.

Finally, we have made extensive changes in how we present our year-end filings to make our
business and our performance easier to understand.

Acquiring Run-off Liabilities to Sustain our Growth

During the year, we completed and integrated seven run-off transactions and assumed more
than $3.8 billion of liabilities from repeat partners, Axa, RSA and Coca Cola, and from new
ones, Liberty Mutual, Hiscox, Prosight, and CNA.

TOTAL LIABILITIES ACQUIRED!
(in billons of U.S. dollars)
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20 2 Represents gross loss reserves
1.0 and future policyholder
’ benefits acquired via the
0.0 acquisition of Enhanzed Re.
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Net loss reserves grew by 35% year-over-year as a result of these deals, and now total nearly
$12 billion. Of this total, 75% originated from Loss Portfolio Transfer transactions, or LPTs,
where Enstar commonly has claims management authority. These LPTs typically drive near
term Run-Off Liability Earnings, or RLE. The remaining $2.9 billion in net loss reserves were
sourced from recent Adverse Development Cover transactions, or ADCs, where we expect to
realise RLE over a longer time horizon.

Book Value per Share Growth

10.4%

Return on Equity

1.1%

Total Third Party
Liabilities Acquired

$3.8bn
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Annual CEO letter
From Dominic Silvester, Chief Executive Officer

2021 Financial Performance

Enstar delivered net earnings of $437 million or $27.71 per diluted ordinary share during 2021.
This compared to net earnings of $1.7 billion in 2020 or $78.80 per diluted ordinary share,
primarily through our investment in the InRe Fund.

During 2021, we crystallised the InRe gains we made in 2019 and 2020. Our exit from this
single-asset-manager strategy, which had a significant allocation to Asian equities, places us
in a strong position to redeploy our assets at what we consider to be a favourable entry point.
We are redeploying $1.0 billion of the capital redeemed from the InRe Fund into various other
investments during 2022.

Interest rates fell globally in 2020 giving rise to $288 million in unrealised gains on our fixed
income securities that unwound in 2021 as interest rates increased. So, in 2021 we recorded
unrealised losses of $206 million related to fixed income securities which we intend to hold
to maturity to meet our liabilities as they fall due for payment. We anticipate that unrealised
gains and losses will fluctuate over time depending on market conditions.

The year we expanded the key performance measures, as follows:

BOOK VALUE PER ORDINARY SHARE OR BVPS, which is a measure of shareholder value,
increased 10.4%, driven by the impact of our earnings and share repurchases at a discount to
book value.

RETURN ON EQUITY OR ROE%, which measures the rate of return on our net assets, was 7.1%
(9.2% on adjusted basis?), reflecting solid claims management performance and the adverse
impact of some equity market declines in China and interest rate increases.

RUN-OFF LIABILITY EARNINGS OR RLE% is @ metric unique to Enstar. It measures the
development of our loss liabilities, recorded as a percentage yield of average net loss reserves
for a given period.

Our RLE was 2.8% in 2021, driven largely by the successful management of our workers’
compensation portfolios, and managing rising ultimate liabilities in general casualty and
motor insurance. Rising interest rates favoured net losses by $75 million for acquisition years
2017 and 2018, where we elected the fair value option.

TOTAL INVESTMENT RETURN OR TIR%, which measures the recognised yield of our
investments, was 2.5%. This includes a TIR on our fixed income securities of 0.2%, and a TIR of
8.8% on our other investments, including equities.

! Non-GAAP financial measure. Refer to pages 63 - 70 of our Annual Report on Form 10-K for the year ended December 31,2021 for explanatory notes and a reconciliation to the most directly comparable GAAP measure for the

years ended December 31,2021, 2020 and 2019.




Annual CEO letter
From Dominic Silvester, Chief Executive Officer

Our Longer-Term Performance

Our business model, which is centred around providing capital release solutions, means our
performance is not as dependent on the underwriting cycle as it is for most insurers, which
primarily underwrite new business. While we maintain a close focus on annual operational
performance, we measure our success over a longer time frame by looking closely at our
three- and five-year financial results.

CHANGE IN BVPS THREE- AND FIVE-YEAR AVERAGE

26.7%

26.5% Adjusted*

17.9%

17.7% Adjusted*

Three-Year Average Five-Year Average

ROE THREE- AND FIVE-YEAR AVERAGE

24.5%
24.1% Adjusted*

17.2% Adjusted*™

Three-Year Average Five-Year Average

* Non-GAAP financial measure. Refer to pages 63 - 70 of our Annual Report on Form 10-K for the year ended December 31,2021 for explanatory notes and a reconciliation to the most directly comparable GAAP measure for the
years ended December 31, 2021, 2020 and 2019 and pages 250-253 of this 2021 Annual Report for the years ended December 31,2018 and 2017.
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Each transaction we complete has an individual earnings and capital consumption pattern.
For example, acquiring a significant volume of liabilities in run-off in a single year — as we
did in 2021 - can dilute single-year measures of our run-off performance, because recently
acquired portfolios typically do not generate significant returns during their first year.

Our RLE is impacted by loss portfolios we have managed and optimised over longer periods
of time such that expected future RLE on these reserves is lower. While we continue to earn
returns on the investment assets that support these reserves, we are working on restructuring
to optimise our position.

Although our investment portfolio has driven a strong consolidated financial result in recent
years, our core business of providing capital release solutions provides attractive returns
relative to the insurance risk acquired.

Our overall results outperformed in 2019 and 2020 as equity markets rallied despite short term
declines during the initial stages of the COVID-19 pandemic. We followed the fortunes of fixed
income securities from 2019-2021 as interest rates declined at the onset of COVID-19, then
rose again in 2021 in response to inflationary pressures.
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We invest strategically in companies which we believe will deliver superior returns over the
long term, generally insurance sector firms, to complement our core business. Since 2016, we
have invested $739 million in this way to realise a compound annual growth rate of 24%. We
remain committed to supporting the successful development of these businesses, which also
delivers valuable marketplace insights.

We completed the exit of our active underwriting platform as a core business segment in 2021.
However, we retain strategic investments in the most attractive elements of our previously
consolidated platforms, through our minority ownership, and directly manage any legacy
reserves not exited.

Capital & Liquidity

Enstar’s strong liquidity and capital position enabled us to return $942 million to our
shareholders via share repurchases, including through the repurchase of the Hillhouse
Group’s entire 26.3% economic interest in Enstar. Given the weighted average 24% discount
to book value per share of these repurchases, this was highly accretive to our other
shareholders. The $100 million share repurchase programme we announced in November
2021 had remaining capacity of $59 million at year end, which we continue to use in 2022. We
participate in a very healthy pipeline of potential legacy transactions, and continually assess
opportunities to deliver value to shareholders.

ESG & Sustainability

We made significant advancements to Enstar’s Environmental, Social and Governance
strategy to focus on three critical areas: Climate Change, Investments and Human Capital.

We created an executive-level ESG oversight group and initiated a project to monitor our
Greenhouse Gas emissions. We also developed a range of Wellness and Diversity, Equity, and
Inclusion activities for our people, continued to contribute to charities aligned with our values,
and embedded ESG into our Investment Policy and Enterprise Risk Management framework.
Finally, ourinaugural Corporate Sustainability Report, Sustainability Accounting Standards
Board Report, and Task-force on Climate-related Financial Disclosures Report were published
in March 2022.

We believe Enstar’s current initiatives and future accomplishments in this area will benefit the
global community and are a positive investment in our long-term value.

We believe
Enstar’s current
Environmental,
Social and
Governance
initiatives and future
accomplishments
in this area will
benefit the global
community and
are a positive
investment in our
long-term value.
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Looking Ahead

In December we negotiated a $3.12 billion ground-up loss portfolio transfer for a current
business partner, Aspen Insurance. The deal, which was announced early in January 2022,
provides an attractive growth opportunity, and underlines our reputation and commitment to
the market.

We consider run-off as a mainstream industry which serves the wider insurance industry
effectively. Enstar is the preferred partner of significant global insurers seeking the transfer of
large portfolios of risk. Our proven track record and differentiated business model position us
well to continue to compete and deliver successful outcomes.

We are working on initiatives to optimise our future return and capital position. They include
restructuring initiatives for some of the older liabilities we have carried for a number of years
and completing our redeployment of investment funds redeemed as a result of liquidating
the InRe Fund. All these activities, once completed, are expected to be accretive to Enstar’s
financial performance.

As always, | remain grateful for the commitment of our staff around the world, our
shareholders, and our business partners. | thank you all for your tremendous support over the
years and wish you prosperity and good health.

Sincerely,

Dominic Silvester
April 21, 2022

Cautionary Statement

Enstar is the
preferred partner of
significant global
insurers seeking
the transfer of
large portfolios of
risk. Our proven
track-record and
differentiated
business model
position us well
to continue to
compete and
deliver successful
outcomes.

This letter contains certain forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. These statements include statements regarding the intent, belief or current expectations of
Enstar and its management team. Investors are cautioned that any such forward-looking statements speak only as of the date they are made, are not guarantees of future performance and involve risks and uncertainties,

and that actual results may differ materially from those projected in the forward-looking statements as a result of various factors. Important risk factors regarding Enstar can be found under the heading “Risk Factors” in our
Annual Report on Form 10-K for the year ended December 31,2021 and are incorporated herein by reference. Furthermore, Enstar undertakes no obligation to update any written or oral forward-looking statements or publicly
announce any updates or revisions to any of the forward-looking statements contained herein, to reflect any change in its expectations with regard thereto or any change in events, conditions, circumstances or assumptions

underlying such statements, except as required by law.
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2021
Commission File Number 001-33289

ENSTAR
=7 J
ENSTAR GROUP LIMITED

(Exact name of Registrant as specified in its charter)

BERMUDA N/A
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)

Windsor Place, 3rd Floor, 22 Queen Street, Hamilton HM JX, Bermuda
(Address of principal executive offices, including zip code)
Registrant’s telephone number, including area code: (441) 292-3645
Securities registered pursuant to Section 12(b) of the Act:

Title of Each Class Trading Symbol(s) Name of Each Exchange on Which Registered
Ordinary shares, par value $1.00 per share ESGR The NASDAQ Stock Market LLC
Depositary Shares, Each Representing a 1/1,000th Interest in a 7.00% ESGRP The NASDAQ Stock Market LLC

Fixed-to-Floating Rate Perpetual Non-Cumulative Preferred Share,
Series D, Par Value $1.00 Per Share

Depositary Shares, Each Representing a 1/1,000th Interest in a 7.00% ESGRO The NASDAQ Stock Market LLC

Perpetual Non-Cumulative Preferred Share, Series E, Par Value $1.00
Per Share

Securities registered pursuant to Section 12(g) of the Act: None
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes No O
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes O No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of
1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to
such filing requirements for the past 90 days. Yes No O

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to
Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that the registrant was required to submit such
files). Yes No O

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting
company, or emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and
"emerging growth company" in Rule 12b-2 of the Exchange Act.

Large accelerated filer x| Accelerated filer (0 Non-accelerated filer [0 Smaller reporting company O Emerging growth company O

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with
any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. O

Indicate by check mark whether the registrant has filed a report on and attestation to its management's assessment of the effectiveness of its
internal control over financial reporting under Section 404(b) of the Sarbanes-Oxley Act (15 U.S.C. 7262(b)) by the registered public accounting
firm that prepared or issued its audit report.
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes O No
The aggregate market value of the registrant's voting and non-voting common equity held by non-affiliates as of June 30, 2021 was $2.6 billion
based on the closing price of $238.92 per ordinary share on the NASDAQ Stock Market on that date. Shares held by officers and directors of the
registrant and their affiliated entities have been excluded from this computation. Such exclusion is not intended, nor shall it be deemed, to be an
admission that such persons are affiliates of the registrant.
As of February 22, 2022, the registrant had outstanding 16,522,526 voting ordinary shares and 1,597,712 non-voting convertible ordinary shares,
each par value $1.00 per share.

DOCUMENTS INCORPORATED BY REFERENCE
Portions of the registrant’s definitive proxy statement to be filed with the Securities and Exchange Commission pursuant to Regulation 14A
relating to its 2022 annual general meeting of shareholders are incorporated by reference in Part Ill of this Form 10-K

AUDITOR INFORMATION
Auditor Name: KPMG Audit Limited Auditor Location: Hamilton, Bermuda Auditor Firm ID: 1297
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GLOSSARY OF DEFINED TERMS

GLOSSARY OF KEY TERMS

A&E
Accident year

Acquisition costs

ADC

Adjusted BVPS

Adjusted RLE

Adjusted ROE

Adjusted TIR

AFS
Allianz
AmTrust
AOCI
APRA
Arden
ASC
ASU
Atrium
BMA
BSCR
BVPS

Cavello
CISSA

Citco

CLO

CNA
Commutation

Core Specialty

DAC

DCo

Defendant A&E liabilities

Asbestos and environmental

The annual calendar accounting period in which loss events occurred, regardless of
when the losses are actually reported, recorded or paid.

Costs that are directly related to the successful efforts of acquiring new insurance
contracts or renewing existing insurance contracts, and which principally consist of
incremental costs such as: commissions, brokerage expenses, premium taxes and other
fees incurred at the time that a contract or policy is issued

Adverse development cover — A retrospective reinsurance arrangement that will insure
losses in excess of an established reserve and provide protection up to a contractually
agreed amount.

Adjusted book value per ordinary share - Non-GAAP financial measure calculated by
dividing Enstar ordinary shareholders’ equity, adjusted to add the proceeds from
assumed exercise of warrants, by the number of ordinary shares outstanding, adjusted
for the exercise of warrants and equity awards granted and not yet vested. See “Non-
GAAP Financial Measures” in ltem 7 for reconciliation.

Adjusted run-off liability earnings - Non-GAAP financial measure calculated by dividing
adjusted prior period development by average adjusted net loss reserves. See “Non-
GAAP Financial Measures” in ltem 7 for reconciliation.

Adjusted return on equity - Non-GAAP financial measure calculated by dividing adjusted
operating income (loss) attributable to Enstar ordinary shareholders by adjusted opening
Enstar ordinary shareholders’ equity. See “Non-GAAP Financial Measures” in ltem 7 for

reconciliation.

Adjusted total investment return - Non-GAAP financial measure calculated by dividing
adjusted total investment return by average adjusted total investable assets. See “Non-
GAAP Financial Measures” in ltem 7 for reconciliation.

Available-for-sale

Allianz SE, joint venture partner in Enhanzed Re
AmTrust Financial Services, Inc.

Accumulated other comprehensive income (loss)
Australian Prudential Regulation Authority

Arden Reinsurance Company Ltd.

Accounting Standards Codification

Accounting Standards Update

Atrium Underwriting Group Limited and its subsidiaries
Bermuda Monetary Authority

Bermuda Solvency Capital Requirement

Book value per ordinary share - GAAP financial measure calculated by dividing Enstar
ordinary shareholders’ equity by the number of ordinary shares outstanding.

Cavello Bay Reinsurance Limited

Commercial Insurer's Solvency Self-Assessment
Citco Il Limited

Collateralized loan obligation

Continental Casualty Company

An agreement that provides for the complete discharge of all obligations between the
parties under a particular reinsurance contract for an agreed upon up-front fee

Core Specialty Insurance Holdings, Inc.
Deferred acquisition costs
DCo, LLC

Defendant asbestos and environmental liabilities - Non-insurance liabilities relating to
amounts for indemnity and defense costs for pending and future claims, as well as
amounts for environmental liabilities associated with our properties

Enstar Group Limited | 2021 Form 10-K 3
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GLOSSARY OF DEFINED TERMS

DCA

Dowling Funds

EB Trust

ECR

EGL

EMAL

Enhanzed Re

Enstar

Enstar Finance
Exchange Transaction

FAL

FCA
Funds held

Funds held by reinsured
companies

Funds held - directly
managed

Future policyholder benefits

Group
GSSA
IBNR

Inigo
InRe Fund
Investable assets

JSOP
LAE
Lloyd's

LOC
LPT

Monument Re
Morse TEC
NAIC

NAV

NCI

New business

North Bay
Northshore

Deferred charge asset - The amount by which estimated ultimate losses payable exceed
the premium consideration received at the inception of a retroactive reinsurance
agreement

Dowling Capital Partners |, L.P. and Capital City Partners LLC
The Enstar Group Limited Employee Benefit Trust

Enhanced capital requirement

Enstar Group Limited

Enstar Managing Agency Limited

Enhanzed Reinsurance Ltd.

Enstar Group Limited and its consolidated subsidiaries
Enstar Finance LLC

The exchange of a portion of our indirect interest in Northshore for all of the Trident V
Funds’ indirect interest in StarStone U.S.

Funds at Lloyd's - A deposit in the form of cash, securities, letters of credit or other
approved capital instrument that satisfies the capital requirement to support the Lloyd's
syndicate underwriting capacity

U.K. Financial Conduct Authority

The account created with premium due to the reinsurer pursuant to the reinsurance
agreement, the balance of which is credited with investment income and losses paid are
deducted

Funds held, as described above, where we receive a fixed credit rating

Funds held, as described above, where we receive the underlying portfolio economics
The provision recorded on the balance sheet relating to life reinsurance contracts, which
are based on the present value of anticipated future cash flows and mortality rates
(Re)insurance companies of Enstar Group Limited

Group Solvency Self-Assessment

Incurred but not reported - In addition to unreported claims, may include provisions for
the possibility that reported claims may settle for amounts that differ from the established
case reserves as well as the potential for closed claims to re-open. These provisions are
shown net of reinsurance balances recoverable

Inigo Limited
InRe Fund, L.P.

The sum of total investments, cash and cash equivalents, restricted cash and cash
equivalents and funds held

Joint Share Ownership Program
Loss adjustment expenses

This term may refer to either the society of individual and corporate underwriting
members that pool and spread risks as members of one or more syndicates, or the
Corporation of Lloyd’s, which regulates and provides support services to the Lloyd’s
market

Letters of credit

Loss Portfolio Transfer - Retroactive reinsurance transaction in which loss obligations
that are already incurred are ceded to a reinsurer, subject to any stipulated limits

Monument Insurance Group Limited

Morse TEC LLC

National Association of Insurance Commissioners
Net asset value

Noncontrolling interest

Material transactions, other than business acquisitions, which generally take the form of
reinsurance or direct business transfers

North Bay Holdings Limited
Northshore Holdings Limited

Enstar Group Limited | 2021 Form 10-K
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OLR

Parent Company
Policy buy-back

PP
PPD

PRA
Private equity funds
PSU
Range of Outcomes

RBC

Reinsurance to close (RITC)

Reserves for losses and LAE

Retroactive reinsurance
RLE

RNCI
ROE

Run-off

Run-off portfolio

SCR

SEC

SGL No. 1

SISE

SSHL

StarStone Group
StarStone International
StarStone U.S.

Step Acquisition

Stone Point
SUL
TIR

Trident V Funds
TSA

2020 Repurchase Program

2021 Repurchase Program

Outstanding loss reserves - Provisions for claims that have been reported and accrued
but are unpaid at the balance sheet date

Enstar Group Limited and not any of its consolidated subsidiaries
Similar to a commutation, for direct insurance contracts
Percentage points - Numerical difference between two percentages

Prior period development - Changes to loss estimates recognized in the current calendar
year that relate to loss reserves established in previous calendar years

U.K. Prudential Regulation Authority
Investments in limited partnerships and limited liability companies
Performance share units

The range of gross loss and LAE reserves implied by the various methodologies used by
each of our (re)insurance subsidiaries

Risk-based capital

A business transaction to transfer estimated future liabilities attached to a given year of
account of a Lloyd's syndicate into a later year of account of either the same or different
Lloyd's syndicate in return for a premium

Management's best estimate of the ultimate cost of settling losses as of the balance
sheet date. This includes OLR and IBNR

Contracts that provide indemnification for losses and LAE with respect to past loss
events

Run-off liability earnings — GAAP-based financial measure calculated by dividing prior
period development by average net loss reserves

Redeemable noncontrolling interest

Return on equity - GAAP-based financial measure calculated by dividing net earnings
(loss) attributable to Enstar ordinary shareholders by opening Enstar ordinary
shareholders’ equity

Aline of business that has been classified as discontinued by the insurer that initially
underwrote the given risk

A group of insurance policies classified as run-off

Solvency Capital Requirement

U.S. Securities and Exchange Commission

SGL No. 1 Limited

StarStone Insurance SE

StarStone Specialty Holdings Limited

StarStone U.S. Holdings, Inc. and its subsidiaries and StarStone International
StarStone's non-U.S. operations

StarStone U.S. Holdings, Inc. and its subsidiaries

The purchase of the entire equity interest of an affiliate of Hillhouse Capital Management
Ltd and Hillhouse Capital Advisors, Ltd. in Enhanzed Re

Stone Point Capital LLC
StarStone Underwriting Limited

Total investment return - GAAP financial measure calculated by dividing total investment
return recognized in earnings for the applicable period by average total investable assets

Trident V, L.P., Trident V Parallel Fund, L.P. and Trident V Professionals Fund, L.P.
Transition Services Agreement

An ordinary share repurchase program adopted by our Board of Directors on March
9, 2020, for the purpose of repurchasing a limited number of our ordinary shares,
not to exceed $150 million in aggregate. This plan was terminated on July 15, 2021.

An ordinary share repurchase program adopted by our Board of Directors on
November 29, 2021, which is effective through November 30, 2022. Under this
program, we may repurchase a limited number of our ordinary shares, not to exceed
$100 million in aggregate.

Enstar Group Limited | 2021 Form 10-K 5
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U.K. Regulator The FCA together with the PRA
U.S. GAAP Accounting principles generally accepted in the United States of America
ULAE Unallocated loss adjustment expenses - Loss adjustment expenses relating to run-off

costs for the estimated payout of the run-off, such as internal claim management or
associated operational support costs

Unearned premium reserve The unexpired portion of policy premiums that will be earned over the remaining term of
the insurance contract

VIE Variable interest entities

6 Enstar Group Limited | 2021 Form 10-K
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING
STATEMENTS

This annual report and the documents incorporated by reference herein contain statements that constitute "forward-
looking statements" within the meaning of Section 21E of the Securities Exchange Act of 1934, as amended, or the
Exchange Act, with respect to our financial condition, results of operations, business strategies, operating
efficiencies, competitive positions, growth opportunities, plans and objectives of our management, as well as the
markets for our securities and the reinsurance sectors in general.

Statements that include words such as "estimate," "project,” "plan,” "intend," "expect," "anticipate," "believe,"
"would," "should," "could," "seek," "may" and similar statements of a future or forward-looking nature identify
forward-looking statements for purposes of the federal securities laws or otherwise.

All forward-looking statements are necessarily estimates or expectations, and not statements of historical fact,
reflecting the best judgment of our management and involve a number of risks and uncertainties that could cause
actual results to differ materially from those suggested by the forward-looking statements.

These forward looking statements should, therefore, be considered in light of various important risk factors,
including those set forth in this annual report and the documents incorporated by reference herein, which could
cause actual results to differ materially from those suggested by the forward-looking statements. These risk factors
include:

» the adequacy of our loss reserves and the need to adjust such reserves as claims develop over time, including
due to the impact of emerging claim and coverage issues and disputes that could impact reserve adequacy;

» risks relating to our acquisitions, including our ability to evaluate opportunities, successfully price acquisitions,
address operational challenges, support our planned growth and assimilate acquired portfolios and companies
into our internal control system in order to maintain effective internal controls, provide reliable financial reports
and prevent fraud;

* increased competitive pressures, including increased competition in the market for run-off business;

» risks relating to our ability to obtain regulatory approvals, including the timing, terms and conditions of any such
approvals, and to satisfy other closing conditions in connection with our acquisition agreements, which could
affect our ability to complete acquisitions;

» risks relating to Enhanzed Re’s life and annuity business, including the performance of assets to support the
liabilities, the risk of mismatch in asset/liability duration and assumptions used to estimate reserves for future
policy benefits proving to be inaccurate;

» risks relating to the variability of statutory capital requirements and the risk that we may require additional
capital in the future, which may not be available or may be available only on unfavorable terms;

« the risk that our reinsurance subsidiaries may not be able to provide the required collateral to ceding companies
pursuant to their reinsurance contracts, including through the use of letters of credit;

» risks relating to the availability and collectability of our ceded reinsurance;
» the ability of our subsidiaries to distribute funds to us and the resulting impact on our liquidity;
* losses due to foreign currency exchange rate fluctuations;

» risks relating to climate change and its potential impact on the returns from our run-off business and our
investments;

» the risk that the value of our investment portfolios and the investment income that we receive from these
portfolios may decline materially as a result of market fluctuations and economic conditions, including those
related to interest rates, credit spreads and equity prices;

* risks relating to our ability to structure our investments in a manner that recognizes our liquidity needs;

* risks relating to our strategic investments in alternative asset classes and joint ventures, which are illiquid and
may be volatile;
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* risks relating to our ability to accurately value our investments, which requires methodologies, estimates and
assumptions that can be highly subjective, and the inaccuracy of which could adversely affect our financial
condition;

» risks relating to the complex regulatory environment in which we operate, including that ongoing or future
industry regulatory developments will disrupt our business, affect the ability of our subsidiaries to operate in the
ordinary course or to make distributions to us, or mandate changes in industry practices in ways that increase
our costs, decrease our revenues or require us to alter aspects of the way we do business;

* loss of key personnel;

» operational risks, including cybersecurity events, external hazards, human failures or other difficulties with our
information technology systems that could disrupt our business or result in the loss of critical and confidential
information, increased costs;

» tax, regulatory or legal restrictions or limitations applicable to us or the (re)insurance business generally;

» changes in tax laws or regulations applicable to us or our subsidiaries, or the risk that we or one of our non-U.S.
subsidiaries become subject to significant, or significantly increased, income taxes in the United States or
elsewhere; and

» risks relating to the ownership of our shares resulting from certain provisions of our bye-laws and our status as
a Bermuda company.

The risk factors listed above should not be construed as exhaustive and should be read in conjunction with the Risk
Factors that are included in Item 1A below. We undertake no obligation to publicly update or review any forward-
looking statement, whether to reflect any change in our expectations with regard thereto, or as a result of new
information, future developments or otherwise, except as required by law.
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ITEM 1. BUSINESS

Overview

Enstar Group Limited ("Enstar") is a leading global (re)insurance group that offers capital release solutions through
our network of group companies. We seek to create value by managing (re)insurance companies and portfolios of
(re)insurance and other liability business in run-off and striving to generate an attractive risk-adjusted return from
our investment portfolio. These solutions release capital, dispose of non-core businesses and portfolios, achieve
early finality, and manage claims volatility for our counterparties. In this report, the terms "Enstar," "the Company,”
"us," and "we" are used interchangeably to describe Enstar and our subsidiary companies.

We acquire legacy liabilities and (re)insurance reserves from companies and provide retroactive reinsurance
coverage for portfolios of (re)insurance business, primarily via loss portfolio transfer contracts (“LPTs”). Additionally,
we provide reinsurance contracts to other (re)insurers to mitigate some of their risk of future adverse development
(an adverse development cover, or “ADC”) on insurance risks relating to prior accident years.

A run-off portfolio is a group of insurance policies generally described by the accident year and line of business that
has been classified as discontinued business by the insurer that initially underwrote the risks. The facts and
circumstances underlying an insurer’'s or company's (seller's) decision to put a portfolio into run-off or seek ADC
contracts varies. Usually, the portfolios of risks have become inconsistent with the seller’'s core competencies,
provide unwanted exposure to a particular risk or segment of the market and/or absorb capital that the seller may
wish to deploy elsewhere. These discontinued portfolios are often associated with potentially large exposures and
lengthy time periods before resolution of the last remaining insured claims, resulting in uncertainty to the (re)insurer
covering those risks. An owner of a company with direct exposure to asbestos and environmental liabilities may
wish to dispose of their exposure to such liabilities for similar reasons.

We seek to obtain claims resolutions and settlements on the actual and potentially valid claims within each portfolio
quickly, where feasible, to avoid lengthy and continuing defense costs. If we are successful at settling claims or
otherwise manage the expected value of the losses for less than our carried reserves, we recognize favorable prior
period development within our net incurred loss and loss adjustment expenses. Similarly, we may experience
adverse development on the carried reserves. We include the development as a component of our performance, or
run-off liability earnings (“RLE”).

Our claims handling responsibilities and authorities can vary from contract to contract. Generally, we have direct
claims management authority for most of our LPT’s and passive claims monitoring, oversight and influence over our
ADC portfolios, where our counterparty would typically benefit from our experience with managing similar claims.
We may also seek to commute acquired reinsurance contracts and buy back underlying insurance policies, where
appropriate.

We receive premium for our retroactive reinsurance solutions and invest these funds to generate investment
earnings. We negotiate the investment class, fixed income duration and minimum asset quality needed for each
portfolio with the reinsured as these investments are typically pledged as collateral within the reinsurance contract.
For our remaining investments we decide within our investment allocation strategy the asset types, risk, liquidity and
expected returns.

The substantial majority of our acquisitions have been in the run-off business, which generally includes property and
casualty, workers’ compensation, asbestos and environmental (“A&E”), professional indemnity, directors and
officers, construction defect, motor, marine, aviation and transit, and other closed and discontinued blocks of
business.

27%
110+ $32.4 billion* Increase in Book 24%
Transactions Total Liabilities | Value Per Ordinary Return on Equity
Completed Since Acquired Since Share 2019-2021
2000 2000 2019-2021 (Three Year Average)

(Three Year Average)

*Total liabilities acquired includes gross loss reserves and defendant A&E liabilities.
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Our Strategy

Leverage Management’s Extensive Experience and Industry Relationships

We leverage our senior managements’ skills and experience to solidify our position as a leading run-off acquirer
with a demonstrated ability to identify and execute growth opportunities.

Engage in Disciplined Acquisition Practices

When assessing potential acquisition targets, we carefully analyze risk exposures, claims practices, reserves and
our return requirements as part of our detailed due diligence process. We value opportunities that include risk
exposures and other characteristics that we have had prior experience managing.

Manage Claims Professionally, Expeditiously, and Cost-Effectively

We aim to generate RLE by drawing on in-house expertise to dispose of claims efficiently, paying valid claims on a
timely basis, and relying on policy terms and exclusions where applicable, and litigation when necessary, to defend
against paying invalid claims.

Manage Assumed Liabilities and (Re)insurance Assets Cost-Effectively

Using detailed claims analysis and actuarial projections, we seek to negotiate with policyholders and reinsurers with
a goal of settling existing (re)insurance liabilities and monetizing (re)insurance assets in a cost efficient manner.

Prudently Manage Investments and Capital

We strive to achieve attractive risk-adjusted returns, while growing profitability and generating long-term growth in
shareholder value.

2021 Strategic Developments

Completed Exit of Active Underwriting Platforms

We completed the strategic exit from our active underwriting platforms with our sales of Northshore Holdings
Limited ("Northshore"), the holding company that owns Atrium Underwriting Group Limited and its subsidiaries
(collectively, "Atrium") and Arden Reinsurance Company Ltd. ("Arden").

In addition, we sold StarStone Underwriting Limited ("SUL"), a Lloyd's managing agency, together with the right to
operate Lloyd's Syndicate 1301, to Inigo Limited ("Inigo").

On January 1, 2021, we placed our Starstone International business into run-off and transferred the associated net
reserves from our legacy underwriting to our run-off segment.

While we continue to maintain minority equity investment interest in Northshore (13.8%) and Inigo (5.4%), as well as
Core Specialty, our previously owned Starstone U.S. active underwriting business (24.7%), these strategic
transactions enable us to focus on our core business of acquiring and managing (re)insurance companies and
portfolios of (re)insurance business in run-off.

Our Business

We acquire run-off (re)insurance reserves using retroactive reinsurance contracts where we are paid premium to
reinsure, up to a specified limit, underlying policies issued by other insurers who have written these risks in prior
accident years. On closing a transaction, the premium we receive is not recognized as income, nor are the liabilities
we acquire recognized as net incurred losses. These items are recorded to the balance sheet with any subsequent
changes to the value of ultimate losses and liabilities recorded in the consolidated statements of earnings.
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In addition, any difference between premium and losses recognized upon initial recognition of a transaction, is
recorded as a deferred charge asset (‘DCA”) which is subsequently amortized."

We acquire (re)insurance companies and legacy manufacturing companies with direct exposure to asbestos and
environmental liabilities (“defendant A&E liabilities”), which are either in run-off or can be placed into run-off
following our acquisition. We receive investment returns from the investment of the assets acquired with these
companies, which we use to settle the liabilities acquired and may take many years to complete.

We establish our best estimate of the liabilities we assume based upon actuarial analyses of the claims data
provided to us by the counterparties, our review of claims files and reinsurance assets, our analysis of claim trends
and other data supplied as part of our due diligence.

Accordingly, at the time we enter the arrangements, we do not reflect the potential impact of our claims
management efforts as we have no assurance that our efforts will be successful nor how any development may
emerge. Similarly, we do not anticipate settlements or commutations that we have not executed as we do not solely
control any such outcome.

We strive to generate attractive investment returns and favorable prior period development from our active claims
management and/or claims management influence, via our involvement in and oversight rights over the loss
portfolios. Our favorable or adverse outcomes are recorded as prior period development within net incurred losses
and loss adjustment expenses (‘LAE”). We record changes to the value of our defendant A&E liabilities within other
income.

As a result, the traditional (re)insurance underwriting ratios (loss ratios and combined ratios) are not relevant to us.
Net earned premiums are not a significant source of revenue and current period net incurred losses and LAE from
those premiums are not a significant source of losses for our Run-off segment. Our ability to generate RLE from our
management of acquired portfolios can vary. RLE may be recognized shortly after acquisition of the new portfolio, or
may not appear for many years, if at all.

Our business success is predicated on our ability to:

1 Acquire New Business
Acquire legacy business from (re)insurers and others

leverage experience and industry relationships

maintain disciplined acquisition practices

manage our global footprint in sourcing transactions

offer loss portfolio transfers (“LPTs”), adverse development covers (“ADCs”), acquisitions and other unique
solutions

2 Manage Liabilities

Strive to generate RLE

* manage claims professionally, expeditiously and cost effectively

» commute assumed reinsurance liabilities and ceded reinsurance contracts
3 Manage Investments

Strive to generate net investment returns on our assets

* manage our core fixed-income assets with goal of prudently providing current income while facilitating the prompt
payment of claims

* use non-core assets to diversify our overall investment portfolio and increase our returns within our investment risk
framework

4 Redeploy Capital
Profits released from the underlying regulated entities can be redeployed into the business
¢ meet financing obligations

e fund future transactions
*  return value to shareholders with share repurchases or dividends

! This is further described in Note 2 in our consolidated financial statements.
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Our Organization

Segments?®

We report the results of our operations through four reportable segments:

* Run-off: consists of our acquired property and casualty and other (re)insurance business.

* Enhanzed Re: consists of life and catastrophe business that we have assumed via the acquisition of the
controlling interest in Enhanzed Reinsurance, Ltd. (“Enhanzed Re”).

* Investments: consists of our investment activities and the performance of our investment portfolio, excluding
those investable assets attributable to our Legacy Underwriting segment.

* Legacy Underwriting: consists of businesses that we have exited via the sale of the majority of our interest.

In addition, our corporate and other activities, which do not qualify as an operating segment, include income and
expense items that are not directly attributable to our reportable segments.

Major Operating Subsidiaries

Our (re)insurance business is regulated and requires licenses to operate in each relevant jurisdiction. Our major
operating insurance subsidiaries and their regulatory domiciles are listed below:

Regulated Company

Clarendon National Insurance Company
Fletcher Reinsurance Company
Yosemite Insurance Company

Cavello Bay Reinsurance Limited
Enhanzed Reinsurance Ltd.

Fitzwilliam Insurance Limited

StarStone Insurance Bermuda Limited
SGL No.1 Limited

Mercantile Indemnity Company Limited
River Thames Insurance Company Limited
Gordian Runoff Limited

StarStone Insurance SE

Jurisdiction

United States

Bermuda

United Kingdom

Other

% of Net Loss Reserves
as of December 31, 2021

9%

76%

14%

1%

100%

2 For further information on our reportable segments, refer to “ltem 7. Management’s Discussion and Analysis of Financial Condition and Results

of Operations — Results of Operations by Segment” and Note 3 to our consolidated financial statements.
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T8 Acquire New Business

Sourcing

We leverage our industry relationships and our position as an experienced run-off specialist, together with our
footprint in the major (re)insurance hubs, to source new business opportunities. We engage directly with companies
and/or their representative brokers to bid for and negotiate new transactions.

Solutions

Our Run-off and Enhanzed Re businesses offer a variety of capital release solutions, including but not limited to:

LPTs: We offer LPTs in situations where our clients wish to divest

Loss Reserves, net themselves of a portfolio of non-core insurance business. In such
) f°_f Reinsurance) instances, we are able to retroactively reinsure against deterioration of
(in billions of U.S dollars) the non-core portfolio of loss reserves, subject to any stipulated limits.

In the Lloyd's market, we provide similar solutions through reinsurance
to close (“RITC”) transactions.

$11.6

ADCs: In situations where our clients are concerned about loss
deterioration on selected books of business, we offer ADCs whereby we
reinsure certain losses in excess of our clients’ established reserves, up
to a pre-determined limit.

Acquisitions: Where our clients or potential clients want to dispose of
a company in run-off, we may purchase the company. Such a
2021 2020 transaction is beneficial to the seller because it enables them to
monetize their investment in that company.
B LPTs and other l ADCs

Pricing

We evaluate each opportunity presented by carefully reviewing and analyzing the portfolio’s risk exposures, claim
practices, reserve requirements and outstanding claims. This initial analysis allows us to determine whether the
opportunity aligns with our strategy and targeted return thresholds.

If we decide to pursue an opportunity, we proceed to price it based on certain assumptions, including: our ability to
apply our core competencies to negotiate with (re)insureds, resolve valid claims, manage the investments
associated with the portfolio and otherwise manage the nature of the risks posed by the business or portfolio.

LPTs and ADCs: Using actuarial analysis and our view of the exposure assumed, we determine the consideration
(premium) that we charge the ceding companies under retroactive reinsurance contracts.

This premium may be lower than the undiscounted estimated ultimate losses payable at inception due to the time
value of money, in recognition that we will earn an investment return on the assets which support the payment of
insurance claims in the future.

Acquisitions: In order to price the acquisition of a company in run-off, we estimate the fair value of assets and
liabilities acquired based on actuarial analyses and our views of the exposures assumed.

We may pay a discount to the book value of the company based on the risks assumed and the relative value to our
client of no longer having to manage the company in run-off.
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2 Manage Liabilities

Non-Life Run-off

There is a period over which the reserve liabilities associated with LPTs, acquisitions and other similar transactions
are extinguished, as described below:

» At take-on: upon integrating the acquired company or portfolio we record our best estimate of the value of loss
reserves. We then implement our plan to manage the book and its exposures that we gathered during the
course of the acquisition process.

* Subsequent to take-on: in the proceeding years, we develop a deeper understanding of the claims portfolio from
a reserving perspective and employ our claims management strategies in order to generate RLE.

After applying our claims management strategies for a period of time, there are generally reduced opportunities
remaining to achieve RLE. At that point, our goal is to continue to manage costs and generate investment returns as
we run off the remaining reserves in an orderly manner.

Both the A&E losses and LAE and defendant A&E liabilities have much longer maturities than our general casualty
books of business, and therefore the period over which their reserve liabilities are extinguished tends to be
significantly longer than other lines of business.

The strategies we employ to manage our acquired companies and portfolios of business in run-off include:

Claims Management: Integral to our success is our ability to analyze, administer, and settle claims while managing
related expenses. We work with seasoned and well-trained claims professionals, along with claims reporting and
control procedures, in all of our claims units. Our claims management processes also include leveraging our
extensive relationships and developed protocols to manage outside counsel and other third parties more efficiently
to reduce expenses.

With respect to certain lines of business, we have entered into agreements with third-party administrators to
manage and pay claims on our subsidiaries’ behalf and advise with respect to case reserves. These agreements
generally set forth the duties of the third-party administrators, limits of authority, indemnification language designed
for our protection and various procedures relating to compliance with laws and regulations. The agreements clearly
define our claims handling guidelines, and we provide active oversight to manage these administrators on an
ongoing basis in order to ensure the third-party administrators are operating in accordance with our expectations.

Commutations and Policy Buybacks: Where possible, we negotiate with third-party (re)insureds to commute their
(re)insurance agreement (sometimes called policy buybacks for direct insurance) for an agreed upon up-front
payment by us to manage payment of (re)insurance claims more efficiently.

Commutations and policy buybacks provide us with an opportunity to exit exposures to certain policies and
(re)insureds generally at a discount to the ultimate liability. Commutations can reduce the duration, administrative
burden and ultimately the future cost we face as we manage the run-off of the claims and the amount of regulatory
capital we are required to maintain.

In certain lines of business, such as direct workers’ compensation insurance, commutations and policy buyback
opportunities are not typically available, and our strategy with respect to these businesses is to derive value through
efficient and effective management of claims.

Reinsurance Recoverables: We manage reinsurance recoverables by working with reinsurers, brokers and
professional advisors to achieve fair and prompt payment of reinsured claims, and we take appropriate legal action
to secure receivables when necessary. Where appropriate we negotiate commutations with our reinsurers by
securing a lump sum settlement from reinsurers in complete satisfaction of the reinsurer’s past, present and future
liability in respect of such claims.
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Life Run-off

Enhanzed Re, a Bermuda-based Class 4 and Class E reinsurer which reinsures a closed block life annuity, other
closed block Spanish life insurance business and property aggregate excess of loss business (catastrophe) from
Allianz SE (“Allianz”) who retains direct claims management and operational responsibilities.

This business has the potential to provide us with a more stable long term cash flow that may counter some of the
volatility in our core non-life run-off business. Our objective for this business is to reinsure products that focus on
longevity and investment risks.

We seek to deliver returns by taking advantage of the relative diversification benefits on our composite capital
structure and the capital adjusted return profile of this business relative to our current run-off business.

Seasonality

We complete most of our loss reserve studies in the third and fourth quarters of each year and, as a result, we tend
to record the largest movements, both favorable or adverse, to net incurred losses and LAE in these periods.
However, we also monitor the progression of claims and claims settlements in the interim periods and may adjust
our reserves if, and when, we deem it appropriate.
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3 Manage Investments

We manage our investments to obtain an attractive risk adjusted returns while maintaining prudent diversification of
assets and operating within the constraints of a regulated global (re)insurance group. We also consider the liquidity
requirements and duration of our claims and contract liabilities.

We have a group-wide investment policy and group mandate, which applies to our consolidated investment portfolio
and all subsidiary cash and investment portfolios.

Our investment policy:

*  Qutlines our investment objectives and constraints;

* Prescribes permitted asset class limits and strategies;
» Establishes risk tolerance limits; and

» Establishes appropriate governance.

Our investment policy also includes constraints that impact our asset allocation and external asset manager
selection.

In pursuing our investment objectives, we typically allocate to assets with varying risk-return profiles that fall into two
classifications: core assets and non-core assets.

Core Asset Strategy: Our core assets investment portfolio is

Investable Assets predominantly invested in investment grade fixed maturity securities

(in billions of U.S. dollars) that are duration and currency optimized and held against reserves in

accordance with our contractual obligations with our counterparty

insurers and as prescribed in statutory liquidity and solvency

regulations. Our goal with these securities is to meet the expected

$21.7 maturity and prompt payment of the claims, while maximizing
investment income.

Our fixed maturity assets include U.S. government and agency
investments, highly rated sovereign and supranational investments,
high-grade corporate investments as well as mortgage-backed and
asset-backed investments.

Non-Core Asset Strategy: Our goal with our non-core assets investment
portfolio is to provide diversification and increased return. Our non-core
assets typically include below-investment grade fixed income securities
and bank loans, public equity securities, hedge funds, private equity
2021 2020 funds, fixed income funds, collateralized loan obligation (“CLO”)
equities, real estate funds and private credit funds. In addition, we
include equity method investments as part of our Investable Assets.

M Fixed income assets
B Other investments

Our core assets, or fixed income assets, include short-term and fixed maturity investments classified as trading and
available-for-sale (“AFS”), fixed maturity investments included within funds-held directly managed, cash and cash
equivalents, and funds held by reinsured companies.

Our non-core assets, or other investments, include equities, the remainder of the funds held-directly managed and
equity method investments.

The allocation and composition of our non-core assets may vary, depending on risk appetite, current market
conditions and the assessment of relative value between asset classes.

We believe our non-core investments provide diversification in our overall investment portfolio, because they
generally have low correlation with our fixed income investments, thereby providing an opportunity for improved
risk-adjusted rates of return while minimizing downside risk over the long term. The returns of our non-core
investments may be volatile, and we may experience significant unrealized gains or losses in a particular quarter or
year. Regulatory, rating agency, and other factors may limit our capacity to hold non-core assets.
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Portfolio Allocation: Our portfolio is diversified across several core and non-core asset classes and targets
attractive risk adjusted returns, while taking into account regulatory, capital, risk, and other relevant considerations.
We periodically review the performance of the portfolio and reallocate assets to take advantage of opportunities in
the market. This asset rebalancing is periodically reviewed by our Board Investment Committee.

Asset Manager Selection: Our investment portfolio is primarily managed by external managers through the
execution of investment management agreements and investment guidelines. We hold regular discussions with our
managers to monitor investment performance.

Performance and Compliance Monitoring: Our investment management agreements and guidelines with external
asset managers include performance benchmarks. The benchmarks take various factors into consideration,
including duration, currency, asset class, geography, sector, credit quality and other relevant metrics that impact
performance.

An investment compliance report for the aggregate investment policy is prepared for our Board Investment
Committee on a quarterly basis in arrears. The Board Investment Committee is responsible for ensuring that
investment compliance guidelines proposed are aligned to our stated risk appetite.

4 Redeploy Capital

Our regulated subsidiaries and group are subject to capital requirements, which require us to hold additional assets
to mitigate the risk of insufficient funds to fulfill our insurance obligations in adverse economic or operational
circumstances. Amounts beyond our internal capital levels are available for us to redeploy.

As we work to settle our liabilities, we reduce our required capital and any excess capital may be redeployed into
the business for further acquisitions. We believe that the best investment is in our business, by funding future
transactions and meeting our financing obligations. In addition, we may choose to add value by returning funds to
shareholders in the form of share repurchases or dividends. To date, we have not declared any dividends on our
ordinary shares.

Competition

Our Run-off segment competes in the global insurance market with domestic and international reinsurance
companies to acquire and manage (re)insurance companies in run-off and portfolios of (re)insurance business in
run-off. The Run-off space has seen several new entrants to the market over the recent years which has increased
competition in the overall market.

We compete with different companies depending upon the size of the portfolio losses being contemplated and the
location of the insurer or insurance risks.

The acquisition and management of companies and portfolios in run-off is highly competitive, and driven by several
factors, including proposed acquisition price, operational reputation, and financial resources including new capital
and alternative forms of capital entering the markets.

We have established long-term and continuing business relationships throughout the (re)insurance industry, which
can be a significant competitive advantage for us. Additionally, we believe that we are competitive on price and have
a reputational ability to complete and manage transactions.
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Human Capital Resources

As of December 31, 2021, we had 832 employees, as compared to 1,189 as of December 31, 2020. The reduction
in employees is primarily a result of our exit of our active underwriting platforms.

We seek to attract, retain and motivate a specialized workforce that supports our culture, target operating model
and business performance. We do this by applying the following strategies:

* Making use of a range of hiring channels and approaches and incorporating a total reward offering that includes
market competitive salaries, an annual bonus plan as well as comprehensive benefits to protect employee
health, wellness and financial security.

* Promoting alignment of interests with investors through the use of an employee share purchase plan and long-
term equity-based incentives.

* Encouraging our employees to periodically review development areas with their managers to identify
appropriate learning opportunities to better equip our work force with the skills necessary for near- and long-
term success. We offer an array of professional development programs and initiatives to support our employees'
career aspirations and enhance our leadership and management capabilities—creating a pipeline of talent able
to deliver on our long-term strategic objectives and developing a skilled workforce with succession capabilities.

For example, we provide all of our employees access to a digital platform containing learning resources designed to
support their role and career at Enstar. In addition, we deploy a Business Excellence Leadership Program designed
to enhance leadership and management capabilities across our senior management team.

We also understand the importance of diversity in our work force. To measure our progress, we use a variety of
human capital measures in managing our business, including workforce demographics and diversity metrics,
attrition and retention metrics, and hiring metrics.

As of December 31, 2021:
*  Women comprised 47% of our global headcount.

*  43% of our work force was located in the United States, of whom 33% self-identified as being part of an ethnic
and/or racial minority group.>

We are committed to fostering a culture that treats all employees fairly and with respect, promotes inclusivity and
diversity, and provides equal opportunities for professional development and merit-based advancement. To
formalize these values, we have adopted a Board Diversity Policy and Group Diversity, Equity and Inclusion Policy.
We intend to continue conducting human capital management activities, including recruitment, career development
and advancement, role design and compensation in a manner reflective of our commitment to diversity and
inclusion.

We also recognize the importance of our employees as individuals and the role we can play in promoting their
wellbeing. Our eligible Enstar employees may participate in our Enstar wellness program that reimburses
employees for eligible wellness-related expenses. In October 2021 we launched an internal wellbeing platform in an
effort to support our employees’ emotional, physical and financial wellbeing. Following a review of the needs of our
business and our employees, we have transitioned primarily to an agile working environment, where employees
who are designated as agile can work flexibly from multiple locations, whether it be an Enstar office, their home, or
another suitable location.

3Global racial and ethnic diversity information is not available due to limitations on our ability to maintain such details about our employees in
certain jurisdictions in which we operate.
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Enterprise Risk Management

Effective enterprise risk management (“ERM”) and oversight is a top priority for our management and Boards of
Directors (both at the parent company and subsidiary levels). We aim to ensure that we have engaged in highly
comprehensive risk management framework to identify, measure, manage, monitor and report on risks that affect
the achievement of our strategic, operational and financial objectives.

We believe that an effective ERM framework is crucial to maintaining the strength of Enstar and our (re)insurance
companies (our "Group") and enhancing our operations. These include our business strategy and objectives, capital
management decision making, operations and processes, financial performance and financial reporting, regulatory
compliance, reputation with key stakeholders and business continuity planning. Through our ERM framework, we
aim to embed considerations of risk through all aspects of our business.

Risk Management Strategy

The Group’s Risk Strategy has been designed to help meet our core objectives, which is to:

* engage in a highly disciplined and risk based, acquisition, management and (re)insurance practices across a
diverse portfolio of loss reserves;

+ seek investment risk where it is adequately rewarded;
* maintain loss reserving risk in line with risk appetite;
* minimize capital, liquidity, credit, operational and regulatory risks; and

+ promote the consideration of Environmental (specifically, climate change effects), Social and Governance
(“ESG”) risks in the business planning and strategic priorities process.

These strategies are pursued through the use of appropriate controls, governance structures and highly skilled
teams effectively working together.

Our risk management strategy is embedded across the organization by promoting a strong culture of risk
awareness. This is evidenced through our day-to-day approach to managing our business. In particular, risk matters
are regularly discussed at management and Board meetings, providing challenge and considering opportunities
against risks being assessed and managed.

The goal of our risk management strategy is to enable the proactive, pragmatic management of risks arising in day-
to-day operations, primarily through the implementation and maintenance of an effective ERM framework to ensure
a robust control environment.

Risk Appetite

The Risk Appetite Framework in place at both the Group and its regulated subsidiaries monitors risk taking
throughout the business by linking business strategy and planning with available capital and risk. It is designed to
consider material risks, protect the Group and its subsidiaries from an unacceptable level of loss, compliance
failures and/or adverse reputational impacts and support the wider strategic decision-making process.

A qualitative Risk Appetite statement is set for each material risk to represent the amount of risk the Board is willing
to accept, which is supported by quantitative tolerances (such as minimum capital required). The qualitative risk
appetite statements and supporting quantitative tolerances are reviewed and approved by the Board annually.
Subsidiary companies’ risk appetite and tolerances are reviewed against their specific risk profiles and strategy and
approved by the local Board(s), and are reviewed annually to ensure that subsidiary risk appetite does not in the
aggregate exceed Group Risk Appetite Framework.

Accountability for the implementation, monitoring and oversight of risk appetite is aligned with individual corporate
executives and monitored and maintained by the Risk Management function. Risk tolerance levels are monitored
and deviations from pre-established levels are reported in order to facilitate responsive action. On a quarterly basis,
risk tolerances are reported by the assigned first line business owner to Risk Management who collate, review and
provide challenge and aggregate tolerances. Individual tolerances are rated ‘Red’, ‘Amber’ or ‘Green’ relative to pre-
defined thresholds. As determined by the Board or Risk Committee, the Risk Appetite Framework and tolerance(s)
may be reviewed/updated outside of the annual review cycle in the event of a material change in risk profile.
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Risk Governance and Culture

The Board of Directors actively oversees the management of risks to which the Group is exposed in a variety of
ways. To ensure comprehensive oversight, the Company has an EGL Risk Committee, as well as Group and
subsidiary Management Risk Committees comprised of executive and/or senior management responsible for the
management of key risks. These committees are supported by representatives from both our risk and internal audit
functions.

The Group, supported by the wider ERM Framework, promotes a strong risk culture through a rigorous hiring
process for employees, performing an annual Compensation Risk Assessment, ensuring employee understanding
and compliance with the Employee Code of Conduct, and by promoting employee risk awareness of compliance
and IT security matters through training.

Risk Ownership, Accountability and Assurance

Enstar has adopted the traditional Three Lines of Defense model (Management, Risk and Compliance & Internal
Audit) to delineate accountabilities and establish a ‘check and balance’ management of risks across the Group. The
Three Lines of Defense model has been selected to allow for clear ownership and accountability of risks, and
independent assurance that these have been considered appropriately via the Internal Audit function. This model
also allows for a clear assignment of risk management responsibilities across all Group activities and helps
communicate the approach to risk management throughout the organization.

The Risk Management function, headed by the Group Chief Risk Officer (“CRQO”), is responsible for both designing
and operationalizing the various components of the ERM Framework throughout the Group. To ensure
independence, the CRO reports to the Enstar CEO and has direct access to the Chairperson of the EGL Risk
Committee. It should be noted that the CRO will obtain expertise from other functions / subject matter experts to
provide coverage over key risk areas.

The Group and its subsidiaries have internal controls in place, designed to manage risks to acceptable levels and
the effectiveness of controls is regularly considered in managing and balancing risk and appetite. These are
implemented within each line of defense.

Entity Level Management

At the operating subsidiary level, risks relating to our individual (re)insurance subsidiaries are also overseen by the
subsidiary boards of directors, subsidiary risk committees and other committees, and management teams,
consistent with applicable regulatory requirements and our overall ERM framework that is embedded at local levels
and throughout the business.

Emerging Risks

As part of our ERM Framework, we maintain a Framework for the Management of Emerging Risk, which sets out
the minimum standards by which emerging risks are identified, analyzed, evaluated, treated and reported on.
Pursuant to this framework, the Management Risk Committees and our Group Risk Committee continually monitor
emerging risks and oversee changes to our ERM Framework to react to these risks, where appropriate. Emerging
risks are defined as "risks which may develop or which already exist but are difficult to quantify." They are marked
by a high degree of uncertainty, and may or may not fall within the categories outlined above under "Risk
Categories." While emerging risks are not fully understood or explicitly considered within the day-to-day operation of
our business due to the lack of quantifiable data, we expect that the potential impacts of these risks may crystallize
over time and therefore merit additional analysis, monitoring, evaluation and, when appropriate, management of the
emerging risk. See "ltem 1A. Risk Factors" for further detail on these risks.
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Regulation

Overview

The business of (re)insurance is regulated in most countries, although the degree and type of regulation varies from
one jurisdiction to another. Our material operations are in Bermuda, the United Kingdom, the United States,
Australia and several Continental European countries. We are subject to extensive regulation under the applicable
statutes in these countries and any others in which we operate. In addition, the Bermuda Monetary Authority
(“BMA”) acts as group supervisor of our Group.

We may become subject in the future to regulation in new jurisdictions or additional regulations in existing
jurisdictions depending on the location and nature of any companies acquired and the volume and location of
business being transacted by our existing companies.

Group Supervision

The BMA's group supervision objective is to provide a coordinated approach to the regulation of an insurance group
and its supervisory and capital requirements. Bermuda has been recognized by the U.S. National Association of
Insurance Commissioners (“NAIC”) as a qualified jurisdiction, and the E.U. recognizes Bermuda's full equivalence
under Solvency Il

As our Group supervisor, the BMA performs a number of functions including: (i) coordinating the gathering and
dissemination of information for other regulatory authorities; (ii) carrying out a supervisory review and assessment of
our Group; (iii) carrying out an assessment of our Group's compliance with the rules on solvency, risk concentration,
intra-group transactions and appropriate governance procedures; (iv) planning and coordinating, through regular
meetings with other authorities, supervisory activities in respect of our Group; (v) coordinating any enforcement
action that may need to be taken against our Group or any Group members; and (vi) coordinating meetings of
colleges of supervisors in order to facilitate the carrying out of these functions. Cavello Bay Reinsurance Limited
(“Cavello”) serves as our Group’s Designated Insurer. As Designated Insurer, Cavello is required to facilitate
compliance by our Group with the insurance solvency and supervision rules.

On an annual basis, the Group is required to file Group statutory financial statements, a Group statutory financial
return, a Group capital and solvency return, audited Group financial statements, a Group Solvency Self-Assessment
(“GSSA”"), and a financial condition report with the BMA. The GSSA is designed to document our perspective on the
capital resources necessary to achieve our business strategies and remain solvent, and to provide the BMA with
insights on our risk management, governance procedures and documentation related to this process. In addition,
the Group is required to file a quarterly financial return with the BMA.

We are required to maintain available Group statutory capital and surplus in an amount that is at least equal to the
group enhanced capital requirement (“‘ECR”). The BMA has also established a group target capital level equal to
120% of the Group ECR.

The BMA also maintains supervision over the controllers of all Bermuda registered insurers, and accordingly, any
person who, directly or indirectly, becomes a holder of at least 10% of our ordinary shares must notify the BMA in
writing within 45 days of becoming such a holder (or ceasing to be such a holder). The BMA may object to such a
person and require the holder to reduce its holding of ordinary shares and direct, among other things, that voting
rights attaching to the ordinary shares shall not be exercisable.

Bermuda Operations

BMA Insurance Regulation

The Insurance Act 1978 of Bermuda and related regulations, as amended (together, the "Insurance Act"), regulate
the (re)insurance business of our operating subsidiaries in Bermuda. The Insurance Act imposes certain solvency
and liquidity standards and auditing and reporting requirements and grants the BMA powers to supervise,
investigate, require information and the production of documents and intervene in the affairs of (re)insurance
companies.

Significant requirements pertaining to our regulated Bermuda subsidiaries vary depending on the class in which our
company is registered, but generally include the appointment of a principal representative in Bermuda, the
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appointment of an independent auditor, the appointment of an approved loss reserve specialist to opine on the
statutory technical provisions of our insurance reserves, the filing of annual statutory and U.S generally accepted
accounting principles (“U.S. GAAP”) based financial statements, the filing of annual statutory financial returns, the
filing of quarterly financial returns, compliance with group solvency and supervision rules, and compliance with the
Insurance Code of Conduct (relating to corporate governance, risk management and internal controls).

Our regulated Bermuda subsidiaries must also comply with a minimum liquidity ratio and minimum solvency margin.
The minimum liquidity ratio requires that the value of relevant assets must not be less than 75% of the amount of
relevant liabilities. The minimum solvency margin, which varies depending on the class of the insurer, is determined
as a percentage of either net reserves for losses and LAE or premiums. Each of our regulated Bermuda-domiciled
insurers is also subject to an ECR determined pursuant to a risk-based capital measure and are required to file a
Commercial Insurer’s Solvency Self-Assessment (“CISSA”), and a financial condition report with the BMA. As of
December 31, 2021, each of our Bermuda-based (re)insurance subsidiaries exceeded their respective minimum
solvency and liquidity requirements.

Each of our regulated Bermuda subsidiaries would be prohibited from declaring or paying any dividends if it were in
breach of its minimum solvency margin or liquidity ratio or if the declaration or payment of such dividends would
cause it to fail to meet such margin or ratio. In addition, each of our regulated Bermuda subsidiaries is prohibited,
without the prior approval of the BMA, from reducing by 15% or more its total statutory capital, or from reducing by
25% of more its total statutory capital and surplus, as set out in its previous year’s statutory financial statements.
Our Bermuda (re)insurance companies that are in run-off are required to seek BMA approval for any dividends or
distributions.

Economic Substance Act

Under the provisions of the Economic Substance Act 2018 (the "ESA"), any Bermuda-registered entity engaged in a
“relevant activity” (which includes insurance business and holding entity activities) must maintain a substantial
economic presence in Bermuda. To the extent that the ESA applies to our entities registered in Bermuda, we are
required to demonstrate compliance with economic substance requirements by filing an annual economic substance
declaration with the Registrar of Companies in Bermuda.

U.K. Operations

PRA and FCA Regulation

Our U.K.-based insurance subsidiaries consist of wholly-owned run-off companies. These subsidiaries are
authorized and regulated by the U.K. Prudential Regulation Authority (the "PRA"), and are also regulated by the
Financial Conduct Authority (the "FCA", together with the PRA, the "U.K. Regulator"). Our U.K. run-off subsidiaries
may not underwrite new business without the approval of the U.K. Regulator.

Our U.K.-based insurance subsidiaries are required to maintain adequate financial resources in accordance with the
requirements of the U.K. Regulator. The calculation of the minimum capital resources requirements in any particular
case depends on, among other things, the type and amount of insurance business written and claims paid by the
insurance company. As of December 31, 2021, each of our U.K.-based insurance subsidiaries maintained capital in
excess of the minimum capital resources requirements.

The Solvency Il framework sets out requirements on capital adequacy and risk management for insurers. To the
extent that Solvency Il was already adopted by U.K. legislation, it remains in force post-Brexit. Insurers must comply
with a Solvency Capital Requirement ("SCR"), which is calculated using either the Solvency Il standard formula or a
bespoke internal model. Our non-Lloyd's U.K. companies use the standard formula. It remains to be seen to what
extent the U.K. will depart from the requirements of Solvency Il post-Brexit in any new U.K. legislation that may be
introduced.

The U.K. Regulator’s rules require our U.K. insurance subsidiaries to obtain regulatory approval for any proposed or
actual payment of a dividend. The U.K. Regulator uses the SCR, among other tests, when assessing requests to
make distributions.

Under the Financial Services and Markets Act of 2000 ("FSMA"), any company or individual (together with its
concert parties) proposing to directly or indirectly acquire "control" over a U.K. authorized insurance company
(which is generally defined as acquiring 10% or more of the shares or voting power in a U.K. authorized insurance
company or its parent company) must seek prior approval of the U.K. Regulator of its intention to do so. A person
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who is already deemed to have "control" will require prior regulatory approval if the person increases the level of
"control" beyond 20%, 30% and 50%.

Lloyd’s Requlation

We participate in the Lloyd’s market through our interests in: (i) Syndicate 2008, a syndicate that has permission to
underwrite RITC business and other run-off or discontinued business type transactions with other Lloyd's
Syndicates; (ii) Syndicate 1301 (2020 and prior underwriting years), which is managed by Enstar Managing Agency
Limited ("EMAL") (EMAL also serves as managing agent for Syndicate 2008); and (iii) Atrium's Syndicate 609 (2020
and prior underwriting years), which is managed by Atrium Underwriters Limited, a Lloyd's managing agent.

Our Lloyd’'s operations are subject to authorization and regulation by the U.K. Regulator and compliance with the
Lloyd’s Act(s) and Byelaws and regulations, as well as the applicable provisions of the FSMA. The Council of
Lloyd’s has wide discretionary powers to regulate its members, and its exercise of these powers might affect the
return on an investment of the corporate member in a given underwriting year. This discretion includes the ability to
assess up to 3% of a member’s underwriting capacity in any one year as a Central Fund contribution.

The underwriting capacity of a corporate member of Lloyd’s must be supported by providing a deposit (referred to
as "Funds at Lloyd’s" or “FAL”) in the form of cash, securities, letters of credit or other approved capital instrument in
satisfaction of its capital requirement. The amount of the FAL is assessed, from 2022, quarterly and is determined
by Lloyd’s in accordance with applicable capital adequacy rules. To release their capital, Lloyd’s members are
usually required to have transferred their liabilities through an approved RITC, such as those offered by Syndicate
2008.

Business plans, including maximum underwriting capacity, for Lloyd’s syndicates require annual approval by the
Lloyd’'s Franchise Board, which may require changes to any business plan or additional capital to support
underwriting plans.

The Lloyd’s market has applied the Solvency Il internal model under Lloyd’s supervision, and our Lloyd’s operations
are required to meet Solvency Il standards. The Society of Lloyd's has received approval from the PRA to use its
internal model under the Solvency Il regime.

Lloyd’s approval is required before any person can acquire control of a Lloyd’s managing agent or Lloyd’s corporate
member.

U.S.

Our U.S. (re)insurance subsidiaries are subject to extensive governmental regulation and supervision by the states
in which they are domiciled, licensed and/or eligible to conduct business. We currently have wholly owned
subsidiary U.S. insurers and reinsurers domiciled in Texas, Missouri and Oklahoma and minority owned affiliates in
Pennsylvania, Delaware, New Jersey and lllinois.

Our U.S. insurers are generally required to maintain minimum levels of solvency and liquidity as determined by law,
and to comply with risk-based capital requirements and licensing rules. Insurers having less statutory surplus than
required by the risk-based capital calculation will be subject to varying degrees of regulatory action. If any of our
U.S. insurers were to have risk-based capital levels that are below required levels, they would be subject to
increased regulatory scrutiny and control by their domestic and possibly other insurance regulators. As of December
31, 2021, all of our U.S. insurers exceeded their required levels of risk-based capital.

Applicable insurance laws also limit the amount of dividends or other distributions our U.S. insurers can pay to us.
The insurance regulatory limitations on dividends are generally based on statutory net income and/or certain levels
of statutory surplus as determined by the insurer’s state or states of domicile and approval must be obtained before
an insurer may pay a dividend or make a distribution above these thresholds.

All states have enacted legislation regulating insurance holding company systems that requires each insurance
company in the system to register with the insurance department of its state of domicile and furnish information
concerning the operations of companies within the holding company system that may materially affect the
operations, management or financial condition of the insurers within the system. The NAIC has adopted
amendments to the Insurance Holding Company System Regulatory Act and associated regulations, which all
states in which our U.S. insurers are domiciled have adopted. The amendments provide the regulators with
additional tools to evaluate risks to an insurance company within the insurance holding company system. They
impose more extensive informational requirements on parents and other affiliates of licensed insurers with the
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purpose of protecting them from enterprise risk, including requiring an annual enterprise risk report by the ultimate
controlling person of the insurers identifying the material risks within the insurance holding company system that
could pose enterprise risk to the insurers and requiring a person divesting its controlling interest to make a
confidential advance notice filing.

The NAIC has also adopted the Risk Management and Own Risk and Solvency Assessment Model Act, which
requires insurers to maintain a risk management framework and establishes a legal requirement for insurers or their
insurance group to conduct an Own Risk and Solvency Assessment ("ORSA") in accordance with the NAIC’'s ORSA
Guidance Manual. The ORSA Model Act has been adopted in all of the states in which our U.S. insurers are
domiciled, and our insurers in these states may be subject to ORSA requirements if certain premium thresholds are
exceeded. Where applicable, we must regularly conduct an ORSA consistent with the ORSA Model Act, including
undertaking an internal risk management review no less often than annually and preparing a summary report
assessing the adequacy of risk management and capital in light of our insurers’ current and future business plans.

In addition, the NAIC’s Corporate Governance Annual Disclosure (“CGAD”) Model Act and Regulation requires the
annual filing of a disclosure describing the insurance group’s corporate governance structure, policies, and
practices. The Model Act and Regulation have been adopted in most of the states in which we have insurers
domiciled. There are no premium thresholds for CGAD.

Before a person can acquire control of a domestic insurer or any person controlling such insurer, prior written
approval must be obtained from the insurance commissioner of the state in which the domestic insurer is domiciled
and, under certain circumstances, from insurance commissioners in other jurisdictions. Generally, state statutes and
regulations provide that "control" over a domestic insurer or person controlling a domestic insurer is presumed to
exist if any person, directly or indirectly, owns, controls, holds with the power to vote, or holds proxies representing,
10% or more of the voting securities or securities convertible into voting securities of the domestic insurer or of a
person who controls the domestic insurer.

Australia

Our Australian regulated insurance entities (which include our insurance subsidiary and our non-operating holding
company) are subject to prudential supervision by the Australian Prudential Regulation Authority ("APRA"). APRA is
the primary regulatory body responsible for regulating compliance with the Insurance Act 1973. APRA has issued
prudential standards that apply to general insurers in relation to capital adequacy (under a wide range of scenarios),
the holding of assets in Australia, risk management, business continuity management, reinsurance management,
outsourcing, audit and actuarial reporting and valuation, the transfer and amalgamation of insurance businesses,
governance, and the fit and proper assessment of the insurer’s responsible persons.

APRA also prescribes prudential standards on risk management and governance. Our Australian regulated
insurance entities are compliant with these requirements.

An insurer must obtain APRA’s written consent prior to making any capital releases, including any payment of
dividends in excess of current year earnings. Our insurance subsidiary must provide APRA with a valuation
prepared by an appointed actuary that demonstrates that the tangible assets of the insurer, after the proposed
capital reduction, are sufficient to cover its insurance liabilities to a 99.5% level of sufficiency of capital before APRA
will consent to a capital release or dividend above the prescribed limit.

Under the Financial Sector (Shareholdings) Act 1998, the interest of an individual shareholder or a group of
associated shareholders in an insurer is generally limited to a 15% "stake" of the insurer. A person’s stake is the
aggregate of the person’s voting power and the voting power of the person’s associates. A higher percentage limit
may be approved by the Treasurer of the Commonwealth of Australia on national interest grounds. Any shareholder
of Enstar with a "stake" greater than 15% has received approval to hold that stake from the Treasurer of the
Commonwealth of Australia.

Europe

We have subsidiaries in Belgium, as well as StarStone Insurance SE ("SISE"), a Liechtenstein-based company that
is regulated by the Financial Markets Authority. Our subsidiaries and branches in European jurisdictions are
regulated in their respective home countries. The UK branch of SISE will also be regulated by the UK Regulator
from 2024 following the expiration of Brexit transitional provisions. The application of the Solvency Il framework
across such European jurisdictions generally results in a more uniform approach to regulation. Typically, such
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regulation is for the protection of policyholders and ceding insurance companies rather than shareholders.
Regulatory authorities generally have broad supervisory and administrative powers over such matters as licenses,
standards of solvency including minimum capital and surplus requirements, investments, reporting requirements
relating to capital structure, ownership, financial condition and general business operations, special reporting and
prior approval requirements with respect to certain transactions among affiliates, reserves for unpaid losses and
LAE, reinsurance, dividends and other distributions to shareholders, periodic examinations and annual and other
report filings.

Available Information About Enstar

Our website is http://www.enstargroup.com. We make available free of charge, through our Investor Relations
section of our website, our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-
K, and all amendments to these reports, as soon as reasonably practicable after the material is electronically filed
with or otherwise furnished to the U.S. Securities and Exchange Commission (the "SEC").

Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments
to those reports are also available on the SEC’s website at http://www.sec.gov.

In addition, copies of our Code of Conduct and the governing charters for the Audit, Compensation, Executive,
Investment, Nominating and Governance, and Risk Committees of our Board of Directors are available free of
charge through our Corporate Governance section of our website.

The information contained on our website is not included as a part of, or incorporated by reference into, this filing.
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ITEM 1A. RISK FACTORS

Any of the following risk factors could cause our actual results to differ materially from historical or anticipated
results. These risks and uncertainties are not the only ones we face. There may be additional risks that we currently
consider not to be material or of which we are not currently aware, and any of these risks could cause our actual
results to differ materially from historical or anticipated results.

You should carefully consider these risks along with the other information included in this document, including the
matters addressed above under "Cautionary Note Regarding Forward-Looking Statements" before investing in any
of our securities. We may amend, supplement or add to the risk factors described below from time to time in future
reports filed with the SEC.

We have categorized our risk factors into the following areas:

¢ Risks Relating to our Run-off Business

¢ Risks Relating to our Life Insurance Business

¢ Risks Relating to Liquidity and Capital Resources

¢ Risks Relating to our Investments

¢« Risks Relating to Laws and Regulations

¢« Risks Relating to our Operations

¢ Risks Relating to Taxation

¢« Risks Relating to Ownership of our Shares
Risks Relating to our Run-off Business

Inadequate loss reserves could reduce our net earnings and capital surplus, which could have a materially
adverse impact on our results of operations and financial condition.

We are required to maintain a best estimate of reserves to cover the estimated ultimate liability for losses and LAE
for both reported and unreported incurred claims. As of December 31, 2021, gross reserves for losses and LAE
reported on our balance sheet were $13.3 billion. The process of establishing these reserves includes a significant
level of judgment. As a result, these reserves are only estimates of what we expect the settlement and
administration of claims will cost based on facts and circumstances known to us, as well as actuarial methodologies,
historical industry loss ratio experience, loss development patterns, estimates of future trends and developments
and other variable factors such as inflation. Further, our success is dependent upon our ability to assess accurately
the reserves associated with the business that we will acquire in the future.

We cannot be certain that ultimate losses will not exceed our estimates of losses and LAE because of the
uncertainties and inherent judgements that surround the estimation process (which are discussed in "ltem 7.
Management’s Discussion and Analysis of Financial Condition and Results of Operations - Critical Accounting
Estimates - Losses and Loss Adjustment Expenses"). As a result, actual losses and LAE paid will deviate, perhaps
substantially, from the reserve estimates reflected in our financial statements due to legal, judicial, social,
technological, or other factors. If our reserves are insufficient to cover our actual losses and LAE, we would have to
augment our reserves and incur a charge to our earnings. Such a charge could be material and would reduce our
net earnings and capital and surplus.

In our Run-off business, loss reserves include A&E liabilities of $2.4 billion as of December 31, 2021. We also hold
defendant liabilities associated with personal injury A&E claims from acquired companies with legacy manufacturing
businesses. As of December 31, 2021, defendant A&E liabilities reported on our balance sheet were $638 million.
Ultimate values for A&E claims cannot be estimated using traditional reserving techniques, and there are significant
uncertainties in estimating losses for these claims. Factors contributing to the uncertainty include long waiting
periods, reporting delays and difficulties identifying contamination sources and allocating damage liability.
Developed case law and adequate claim history do not always exist for A&E claims, and changes in the legal and
tort environment affect the development of such claims.
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In addition, evolving industry practices and legal, judicial, social, and environmental conditions may result in
unexpected claims and coverage issues that could adversely affect the adequacy of our loss reserves by extending
coverage beyond the envisioned scope of insurance policies and reinsurance contracts, or by increasing the
number or size of claims. Our exposure to these uncertainties could be exacerbated by an increase in insurance
and reinsurance contract disputes, arbitration and litigation, as well as social inflation trends, including expanded
theories of liability and higher jury awards. Increasingly, the handling of insurance claims can also lead to bad faith
or other forms of extra-contractual damages. These trends may not become apparent until long after we have
acquired or assumed the affected insurance policies.

We may not be able to sustain our growth through acquisitions.

We pursue growth through financially beneficial acquisitions of reinsurance companies and portfolios of
reinsurance business in run-off. Because the execution of our claims management strategies results in the
reduction of our losses and LAE over time, we must continually acquire an adequate amount of run-off business that
aligns with our strategic objectives. However, the acquisition of suitable run-off business is highly competitive and
driven by many factors, including proposed acquisition price, reputation, collateral arrangements, and financial
resources. Competitors continue to enter the insurance run-off space, and as a result, we may be unable to
consummate acquisition transactions at acceptable prices and on acceptable terms, or at all, which could hinder our
future growth.

The evaluation and negotiation of potential run-off acquisitions, as well as the integration of acquired businesses or
portfolios in run-off, can be complex and costly and requires substantial management resources. Once we have
signed a definitive agreement to acquire a business or portfolio, conditions to closing, such as obtaining regulatory
or shareholder approvals, must be met prior to completing the acquisition. These and other closing conditions may
not be satisfied, or may cause a material delay in the anticipated timing of closing. Such a failure or delay could
result in significant expense, diversion of time and resources, reputational damage, litigation and a failure to realize
the anticipated benefits of the acquisition, all of which could materially adversely impact our business, financial
condition and results of operations.

Our acquisitions could involve additional risks that we may not be able to identify during the due diligence process,
such as losses from unanticipated litigation, levels of covered claims or other liabilities and exposures, an inability to
generate sufficient investment income and other revenue to offset acquisition costs and other financial exposures.
Further, our counterparties may breach their representations and warranties and/or be unable or unwilling to meet
their contractual obligations to us.

We may not be able to realize the anticipated benefits of acquisitions, which may result in
underperformance relative to our expectations and have a material adverse effect on our business, financial
condition or results of operations.

To achieve positive operating results from an acquisition, we must first price the transaction on favorable terms
relative to the risks posed, and then we must successfully manage the acquired reserves. Unlike traditional insurers
and reinsurers, our companies and portfolios in run-off no longer underwrite new policies or collect underwriting
premiums, and their stated provisions for losses and LAE may not be sufficient to cover future losses and the cost
of run-off. Failure to successfully manage such reserves, including by effectively managing claims, collecting from
insurers or reinsurers, controlling expenses and generating positive investment returns in line with our pricing
assumptions, could result in us having to cover losses sustained with capital, which would materially and adversely
impact our ability to grow our business and may result in material losses.

Further, the acquisitions we have made and expect to make in the future may pose operational challenges that
expose us to risks relating to:

» the value of liabilities assumed being greater than expected;

» the value of assets or our anticipated return on assets being lower than expected or diminishing for reasons
including credit defaults, changes in interest rates, declines in the market value, inflation or delays in
implementation of our intended investment strategies;

» funding cash flow shortages that may occur if anticipated revenues are not realized or are delayed, if expenses
are greater than anticipated, or if assets are not liquid;

* integrating financial and operational reporting systems and internal controls of acquired businesses, including
compliance with Section 404 of the Sarbanes-Oxley Act of 2002 and our reporting requirements under the
Exchange Act;
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» leveraging our existing capabilities and expertise into the business acquired and establishing synergies within
our organization;

» funding increased capital needs and overhead expenses;

* integrating technology platforms and managing any increased cybersecurity risk;

» the timely transfer and integrity of data needed to manage acquired business;

* obtaining and retaining management personnel required for expanded operations;

» fluctuating foreign currency exchange rates relating to the assets and liabilities we may acquire;
» goodwill and intangible asset impairment charges; and

* complying with applicable laws and regulations.

If we are unable to address some or all of these challenges, our acquisitions may underperform relative to our
expectations and our business may be materially and adversely affected.

Climate change may have an adverse impact on the returns from our run-off business as well as our
investments, which could have an adverse effect on our results of operations or financial condition.

Our core focus is on acquiring and managing reinsurance companies and portfolios of reinsurance business in run-
off, and as such climate change presents unique risks to our business stemming from insurance liabilities we
acquire and the assets that back those liabilities. As we acquire liabilities, there is a risk that our current practices
and processes do not successfully identify and/or price the risks arising from climate change, which could result in
actual returns deviating adversely from those assumed when the transaction was priced. In addition, the disruption
caused by changes in technology, governments and regulation as part of a societal transition to a lower carbon
emitting economy could expose our investment portfolio to a loss of value in the near term and long term. For
example, a swift, adverse repricing of carbon-intensive financial assets could expose our investments to losses in
the near term and in the long term if the transition to a lower carbon-emitting economy is associated with increased
production costs.

Risks Relating to our Life Insurance Business

Our life and annuity business within Enhanzed Re is subject to the typical risks relating to life and annuity
businesses, including the performance of assets to support the liabilities, the mismatch in asset/liability
duration, and assumptions used to estimate reserves for future policy benefits proving to be incorrect.

The profitability of Enhanzed Re’s life and annuity products depends in part on the value of the investments
supporting them, including structured products, which are illiquid and can fluctuate substantially depending on
market conditions. This results in an exposure to market and credit risk associated with Enhanzed Re’s life and
annuity products, which is the risk of loss from changes in interest rates and fixed income security prices. In
addition, Enhanzed Re is exposed to the risk of mismatch in asset/liability duration, which could expose Enhanzed
Re, and us in turn, to the risk of losses and liquidity stress. For example, if a greater number of policyholders than
expected elect to receive lump sum payments in lieu of retaining their policies and annuity contracts, it could expose
Enhanzed Re to liquidity stress and create losses. In addition, reserves for future policy benefits are based on
certain assumptions, including mortality, expenses, and discount rates based on expected yields at acquisition. The
adequacy of the future policyholder benefits reserves established by Enhanzed Re is contingent on actual
experience related to these key assumptions. If these assumptions are inaccurate, it could materially and adversely
impact our financial performance.

Risks Relating to Liquidity and Capital Resources

The amount of statutory capital that we must hold in order to maintain our credit ratings and meet certain
regulatory requirements can vary significantly and is sensitive to several factors.

Statutory capital requirements for our insurance subsidiaries are prescribed by the applicable insurance regulators
in the jurisdictions in which we operate. Insurance regulators have established risk-based capital adequacy
measures, such as the Bermuda Solvency Capital Requirement ("BSCR") in Bermuda and the Solvency Il regime in
the European Union and United Kingdom, which provide minimum solvency and liquidity requirements for insurance
companies. The amount of capital that we and/or our insurance subsidiaries are required to hold may increase or
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decrease depending on a variety of factors including the amount of statutory income or losses generated by our
insurance subsidiaries (which itself is sensitive to equity market and credit market conditions), the amount of capital
needed to support future growth through acquisitions, changes in the value of investments, the deterioration of
market conditions due to global events, changes in interest rates and foreign currency exchange rates, as well as
changes to the relevant regulatory capital adequacy measures and frameworks. Our overall liquidity and credit
ratings are significantly influenced by the level of statutory capital and surplus in our insurance subsidiaries. If
statutory capital requirements increase or if our insurance subsidiaries' solvency decreases, our subsidiaries would
be required to hold more capital, and our ability to obtain distributions from these subsidiaries could be limited. If we
fail to maintain adequate statutory capital, regulators may restrict our activities and prohibit us and our subsidiaries
from completing acquisitions without raising additional capital. Additionally, if our BSCR falls below certain levels, it
could trigger counterparty recapture rights and/or additional collateral requirements in certain of our reinsurance
agreements.

We may require additional capital and credit in the future that may not be available or may only be available
on unfavorable terms.

Our future capital requirements depend on many factors, including acquisition and investment activity, our ability to
manage the run-off of our assumed liabilities, our ability to establish reserves at levels sufficient to cover losses, and
our obligations to satisfy applicable statutory capital requirements. We may need to raise additional capital and
liquidity through equity or debt financings. Our ability to secure this financing may be affected by a number of
factors, including volatility in the global financial markets, new or incremental tightening in the credit markets, low
liquidity and the strength of our capital position and operating results. In addition, an unfavorable change or
downgrade of our issuer credit ratings could increase the interest rate or other fees charged under our debt facilities
and may make it more expensive for us to access capital markets. Any equity or debt financing, if available at all,
may be on terms that are not favorable to us, and could limit our strategic, financial and operational flexibility,
including as a result of the need to dedicate a greater portion of our cash flows from operations to preferred share
dividends and interest and principal payments on our debt financing and to comply with more burdensome covenant
restrictions from our various debt and letter of credit facilities.

In addition, we may not achieve the desired regulatory capital treatment for any potential issuance of debt or equity
securities due to changing solvency capital eligibility requirements under the Bermuda Insurance (Group
Supervision) Rules 2011 (the "Group Supervision Rules") to which we are subject. For example, our outstanding
preferred shares and junior subordinated notes qualify as Tier 2 capital and our outstanding senior notes qualify as
Tier 3 capital, in accordance with the Group Supervision Rules. For these instruments to continue to receive the
intended regulatory capital treatment, their terms must reflect the criteria contained in the Group Supervision Rules
and any amendments thereto. If the BMA applies any changes to the Group Supervision Rules governing eligible
capital such that our outstanding preferred shares and notes no longer receive their intended capital treatment
under the Group Supervision Rules, we may be unable to maintain adequate regulatory capital. If we cannot obtain
adequate capital or credit, our business, results of operations and financial condition could be adversely affected by,
among other things, our inability to finance future acquisitions.

Our reinsurance subsidiaries are often required to provide collateral to ceding companies pursuant to their
reinsurance contracts. Their ability to conduct business could be significantly and negatively affected if
they are unable to do so or if any letters of credit posted as collateral cannot be renewed or are drawn upon
by a ceding company.

Our reinsurance subsidiaries are often required to post collateral in the form of letters of credit, trust funds or other
assets to provide security for their reinsurance obligations and to provide ceding companies with statutory credit for
such reinsurance. If our reinsurance subsidiaries are unable to post the required collateral or the cost of providing
such collateral materially increases, their operations could be significantly and negatively affected, which in turn
could limit our ability to complete new reinsurance transactions on favorable terms or at all, which could negatively
impact our business, financial condition and results of operations. Depending on multiple factors, our reinsurance
subsidiaries may not be able to secure letters of credit to satisfy requirements to post collateral in support of their
reinsurance obligations. If our reinsurance subsidiaries cannot post collateral in the form of letters of credit, then our
reinsurance subsidiaries will have to post substitute collateral in the form of trust funds or other assets, limiting our
ability to invest (and consequently derive investment income from) such assets and constraining our liquidity, which
could negatively impact our business, financial condition and results of operations. In addition, if the beneficiary of
any letter of credit draws funds against the letter of credit, we would be obligated to immediately reimburse the bank
that issued the letter of credit the amount of such drawn funds, which could increase our indebtedness and
negatively affect our liquidity and financial condition.
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Reinsurers may not satisfy their obligations to our reinsurance subsidiaries, which could result in
significant losses or liquidity issues for us.

Our reinsurance subsidiaries are subject to credit risk with respect to their reinsurers because the transfer of risk to
a reinsurer does not relieve our subsidiaries of their liability to the underlying insured. Reinsurance companies may
be negatively impacted or downgraded during difficult financial and economic conditions. In addition, reinsurers may
be unwilling to pay our subsidiaries even though they are able to do so, or disputes may arise regarding payment
obligations. The failure of one or more of our subsidiaries’ reinsurers to honor their obligations in a timely fashion
may affect our cash flows and liquidity, reduce our net earnings or cause us to incur a significant loss. Disputes with
our reinsurers may also result in unforeseen expenses relating to litigation or arbitration proceedings. A reinsurer’s
inability or unwillingness to honor its obligations may negate the intended risk-reducing impact of our reinsurance.

Exposure to reinsurers who represent meaningful percentages of our total reinsurance balances recoverable on
paid and unpaid losses may increase the risks described above. For information on reinsurance balances
recoverable on paid and unpaid losses, see "ltem 7. Management’s Discussion and Analysis of Financial Condition
and Results of Operations - Liquidity and Capital Resources - Reinsurance Balances Recoverable on Paid and
Unpaid Losses."

We are dependent on the ability of our subsidiaries to distribute funds to us.

We are a holding company and therefore we are dependent on distributions of funds from our operating subsidiaries
to fund acquisitions, fulfill normal course financial obligations, including payments on our outstanding notes, and pay
dividends to our shareholders, including holders of our preferred shares and, in turn, the related depositary shares.
The ability of our reinsurance subsidiaries to make distributions to us may be limited by various business
considerations and applicable insurance laws and regulations in jurisdictions in which we operate (which are
described in "ltem 1. Business - Regulation"). The ability of our subsidiaries to make distributions to us may also be
restricted by, among other things, other applicable laws and regulations and the terms of our debt obligations and
our subsidiaries’ debt obligations. If our subsidiaries are restricted from making distributions to us, we may be
unable to maintain adequate liquidity to fund acquisitions or fulfill our financial obligations.

Fluctuations in currency exchange rates may cause us to experience losses.

We maintain a portion of our investments, insurance liabilities and insurance assets denominated in currencies
other than U.S. dollars. Consequently, we and our subsidiaries may experience foreign exchange losses, which
could adversely affect our results of operations. Additionally, we publish our consolidated financial statements in
U.S. dollars. Therefore, fluctuations in exchange rates used to convert other currencies used by our subsidiaries,
particularly Australian dollars, Canadian dollars, British pounds and Euros, into U.S. dollars will impact our reported
financial condition, results of operations and cash flows from year to year.

Risks Relating to our Investments

The value of our reinsurance subsidiaries’ investment portfolios and the investment income that our
reinsurance subsidiaries receive from these portfolios may decline materially as a result of market
fluctuations and economic conditions.

We derive a significant portion of our income from our invested assets, which consist primarily of investments in
fixed maturity securities. The value of our subsidiaries’ investments in fixed maturity securities will generally
increase or decrease with changes in interest rates and credit spreads. Interest rates are highly sensitive to many
factors, including governmental monetary policies, domestic and international economic and political conditions and
other factors beyond our control. A rise in interest rates would, all else being equal (i.e. no movement in credit
spreads), increase net unrealized losses, which would decline over time as the security approaches maturity.
Conversely, a decline in interest rates, all else being equal would increase net unrealized gains, which would
decline over time as the security approaches maturity. Additionally, new investments of cash or the reinvestment of
proceeds from sales of securities would likely be invested at lower interest rates thereby decreasing net investment
income on those proceeds. The fair market value of fixed maturity securities can also decrease as a result of a
deterioration of the credit quality of those securities. Any perceived decrease in credit quality may cause credit
spreads to widen, all else being equal, and this would result in an increase in net unrealized losses. A deterioration
of credit ratings on our fixed maturity security investments may result in a preference to liquidate these securities in
the financial markets. If we liquidate these securities during a period of deteriorating credit, we may realize a
significant loss.
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In addition, net investment income and net realized and unrealized gains or losses could vary materially from
expectations depending on general market conditions. For example, we may incur impairment charges resulting
from revaluations of debt and equity securities and other investments. Increased volatility in the financial markets
and overall economic uncertainty would increase the risk that the actual amounts realized in the future on our
financial instruments could differ significantly from the fair values currently assigned to them.

Some of our fixed maturity securities, such as mortgage-based and other asset-backed securities, carry prepayment
risk, or the risk that principal will be returned more rapidly or slowly than expected, as a result of interest rate
fluctuations. When interest rates decline, consumers tend to make prepayments on their mortgages (often through
refinancing), causing us to be repaid more quickly than we might have originally anticipated, meaning that our
opportunities to reinvest these proceeds back into the investment markets may be at reduced interest rates (with the
converse being true in a rising interest rate environment). Mortgage-backed and other asset-backed securities are
also subject to default risk on the underlying securitized mortgages, which would decrease the value of our
investments.

The changes in the market value of our securities that are classified as trading or AFS are reflected in our financial
statements. Credit losses on our AFS fixed maturity securities are recognized through an allowance account, which
is also reflected in our financial statements. As a result, a decline in the value of the securities in our investment
portfolios may materially reduce our net income and shareholders’ equity, and may cause us to incur a significant
loss. For more information on our investment portfolios, see "ltem 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations - Investable Assets."

Additionally, we expect that uncertainty and volatility in financial markets, including in relation to the COVID-19
pandemic and various governmental responses thereto, will continue to impact the value of our investments. The
scope, duration and magnitude of the direct and indirect effects of the COVID-19 pandemic are changing rapidly
and are difficult to anticipate.

Our investments in alternative investments, strategic investments in joint ventures and/or entities
accounted for using the equity method may be illiquid and volatile in terms of value and returns.

In addition to fixed maturity securities, we have invested, and may continue to invest, in alternative investments
such as hedge funds, fixed income funds, public equity funds, private equity funds and co-investments, CLO
equities, CLO equity funds, real estate funds and other alternative investments. In addition, we have invested, and
we may continue to make significant investments, in joint ventures and/or entities accounted for using the equity
method that we do not control, which may limit our ability to take actions that could protect or increase the value of
our investment. These and other similar investments may be illiquid due to restrictions on sales, transfers and
redemption terms, may have different, more significant risk characteristics than our investments in fixed maturity
securities and may also have significantly more volatile values and returns, all of which could negatively affect the
market value of our investments, our investment income, and our overall portfolio liquidity. Alternative or "other"
investments may not meet regulatory admissibility requirements or may result in increased regulatory capital
charges to our insurance subsidiaries that hold these investments, which could limit those subsidiaries’ ability to pay
dividends and make capital distributions to us and, consequently, negatively impact our liquidity. For more
information on our alternative investments, see "ltem 7. Management’s Discussion and Analysis of Financial
Condition and Results of Operations - Investable Assets."

The valuation of our investments may include methodologies, estimations and assumptions that are
subject to differing interpretations and could result in changes to investment valuations that may materially
adversely affect our financial condition or results of operations.

Fixed maturity and alternative investments, such as hedge funds, fixed income funds, public equity funds, private
equity funds and co-investments, CLO equities, CLO equity funds and real estate funds represent the majority of
our total cash and invested assets. These investments are reported at fair value on our consolidated balance sheet.
Fair value prices for all trading and AFS securities in the fixed maturities portfolio are independently provided by our
investment accounting service providers, investment managers, fund administrators, and investment custodians,
each of which utilize internationally recognized independent pricing services. We record the unadjusted price
provided by our accounting service providers, managers or custodians, after we perform an internal validation
process. Fair value for our alternative investments is estimated based primarily on the most recently reported net
asset values reported by the fund manager, which we may adjust following our internal review. Additionally, for some
strategic investments for which we have elected the fair value option, our valuations of these investments is based
on internal valuation models and methodologies that are subject to estimates and judgements that can vary from
quarter to quarter.
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These valuation procedures involve estimates and judgments, and during periods of market disruptions (such as
periods of significantly rising or high interest rates, rapidly widening credit spreads or illiquidity), it may be difficult to
value certain of our securities if trading becomes less frequent or market data becomes less observable. In addition,
there may be certain asset classes that are now in active markets with significant observable data that become
illiquid due to changes in the financial environment. In these cases, the valuation of a greater number of securities in
our investment portfolio may require more subjectivity and management judgment. As a result, valuations may
include inputs and assumptions that are less observable or require greater estimation as well as valuation methods
that are more sophisticated or require greater estimation, which may result in valuations greater than the value at
which the investments could ultimately be sold. Further, rapidly changing and unpredictable credit and equity market
conditions could materially affect the valuation of securities carried at fair value as reported within our consolidated
financial statements and the period-to-period changes in value could vary significantly. Decreases in value could
have a material adverse effect on our financial condition and results of operations.

The nature of our liquidity demands and the structure of our investment portfolios may adversely affect the
performance of our investment portfolio and financial results, as well as our investing flexibility.

We strive to structure the duration of our investments in a manner that recognizes our liquidity needs to satisfy
future liabilities. Because of the unpredictable nature of losses and associated collateral provisions that may arise
under the reinsurance policies issued by certain of our subsidiaries and as a result of our opportunistic commutation
strategy, our liquidity needs can be substantial and may arise at any time. In that regard, we attempt to correlate the
maturity and duration of our investment portfolio to our general liability profile. If we are unsuccessful in managing
our investment portfolio within the context of this strategy, we may be forced to liquidate our investments at times
and at prices that are not optimal, and we may have difficulty liquidating some of our alternative investments due to
restrictions on sales, transfers and redemption terms. This could have a material adverse effect on the performance
of our investment portfolio. Alternatively, we may forego investment income if the asset duration is shorter than our
liability duration profile which could negatively impact our earnings.

We have many individual portfolios of cash and investments from our acquired companies and portfolios. Each
investment portfolio has its own regulatory admissibility requirements, and each run-off entity is likely to have
negative operating and financing cash flows due to commutation activity, claims settlements and capital
distributions. These factors reduce our overall investing flexibility.

Risks Relating to Laws and Regulations

Insurance laws and regulations restrict our ability to operate, and any failure to comply with these laws and
regulations, or any investigations, inquiries or demands by government authorities, may have a material
adverse effect on our business.

We are subject to the insurance laws and regulations in a number of jurisdictions worldwide. Existing laws and
regulations, among other things, limit the amount of dividends and capital that can be paid to us by our reinsurance
subsidiaries, prescribe solvency and capital adequacy standards, impose restrictions on the amount and type of
investments that can be held to meet solvency and capital adequacy requirements, require the maintenance of
reserve liabilities, and require pre-approval of acquisitions, reinsurance transactions and certain affiliate
transactions. Failure to comply with these laws and regulations or to maintain appropriate authorizations, licenses,
and/or exemptions under applicable laws and regulations may cause governmental authorities to preclude or
suspend our insurance or reinsurance subsidiaries from carrying on some or all of their activities, place one or more
of them into rehabilitation or liquidation proceedings, impose monetary penalties or other sanctions on them or our
affiliates, or commence insurance company delinquency proceedings against our insurance or reinsurance
subsidiaries. The application of these laws and regulations by various governmental authorities may affect our
liquidity and restrict our ability to expand our business operations through acquisitions or to pay dividends on our
ordinary or preferred shares. Furthermore, compliance with legal and regulatory requirements is likely to result in
significant expenses, which could have a negative impact on our profitability. To further understand these regulatory
requirements, see "ltem 1. Business - Regulation."

We believe it is likely there will continue to be increased regulatory intervention in our industry in the future, and
these initiatives could adversely affect our business. Additional laws and regulations have been and may continue to
be enacted that may have adverse effects on our operations, financial condition, statutory capital adequacy, and
liquidity. For example, in many of the jurisdictions in which we operate, including Bermuda, there are increased
regulations relating to group supervision though cooperation and coordination among insurance regulators
regardless of an individual company’s domiciliary jurisdiction. The BMA acts as our Group supervisor, as described

32 Enstar Group Limited | 2021 Form 10-K



Table of Contents
ITEM 1A. | Risk Factors

in "ltem 1. Business — Regulation." We cannot predict the exact nature, timing or scope of these initiatives; however,
we believe it is likely there will continue to be increased regulatory intervention in our industry in the future, and
these initiatives could adversely affect our business.

The implementation of Solvency I, an E.U.-wide directive covering the capital adequacy, risk management and
regulatory reporting for insurers, requires significant resources to ensure compliance by our E.U. companies.
Additionally, if our non-E.U. subsidiaries engage in E.U. insurance or reinsurance business, additional capital
requirements may be imposed for such companies to continue to insure or reinsure E.U.-domiciled risk or cedants if
their regulatory regime is not deemed to have Solvency Il equivalence. Bermuda has gained Solvency Il
equivalence, and our Bermuda reinsurers are subject to requirements in line with a Solvency Il framework.
Continued compliance with Solvency Il and similar laws and regulations will result in additional costs for us.

Our U.K.-based insurance subsidiaries consist of wholly-owned run-off companies that are authorized and regulated
by the U.K. Regulator. Our U.K. run-off subsidiaries may not underwrite new business without the approval of the
U.K. Regulator. In addition, our Lloyd’s operations are subject to authorization and regulation by the U.K. Regulator
and compliance with the Lloyd’s Act(s) and Bylaws and regulations, as well as the applicable provisions of the
FSMA. The Council of Lloyd’s has wide discretionary powers to regulate its members, and its exercise of these
powers might affect the return on an investment of the corporate member in a given underwriting year. Business
plans, including maximum underwriting capacity, for Lloyd’s syndicates require annual approval by the Lloyd’s
Franchise Board. Continued compliance with the PRA, Lloyd’s and similar regulators will result in additional costs
for us.

Our business is subject to laws and regulations relating to sanctions and foreign corrupt practices, the
violation of which could adversely affect our financial condition and results of operations.

We are legally required to comply with all applicable economic sanctions, anti-bribery, anti-corruption and anti-
money laundering laws and regulations of the jurisdictions in which we operate. U.S. laws and regulations
applicable to our U.S. subsidiaries include the economic trade sanctions laws and regulations administered by the
Treasury’s Office of Foreign Assets Control, as well as certain laws administered by the U.S. Department of State.
New sanction regimes may be initiated, or existing sanctions expanded, at any time, which can impact our business
activities. In addition, our companies are subject to the U.S. Foreign Corrupt Practices Act and other anti-bribery
laws such as the Bermuda Bribery Act and the U.K. Bribery Act that generally bar corrupt payments or unreasonable
gifts to foreign governments or officials. Although we have policies and controls in place that are designed to ensure
compliance with these laws and regulations, it is possible that an employee or intermediary could fail to comply with
applicable laws and regulations. In such event, we could be exposed to civil penalties, criminal penalties and other
sanctions, including fines or other punitive actions. Such civil or criminal penalties, sanctions, fines or other punitive
actions, and the possibility of resulting damage to our business and/or reputation, could have a material adverse
effect on our financial condition and results of operations.

Risks Relating to our Operations

We are dependent on our executive officers, directors and other key personnel and the loss of any of these
individuals could adversely affect our business.

Our success depends on the ability of our senior management and other key employees to implement our business
strategy. For example, our ability to source run-off acquisitions is critical our business, and is in part dependent on
the relationships of our senior management and other key personnel. The loss of their services or the loss of the
services of or our relationships with any of our directors, could have a material adverse effect on our business. The
COVID-19 pandemic presents a unique risk in this regard, in that if any of our key personnel were unable to
continue to work productively, or at all, due to illness, government restrictions, remote working conditions, or other
disruptions related to the COVID-19 pandemic, our ability to conduct our operations may be adversely affected.

Some of our directors, large shareholders and their affiliates have interests and/or other involvement with
entities that can create conflicts of interest, through related party transactions or competition.

We have participated in transactions, investments and investment management arrangements in which one or more
of our directors, large shareholders or their affiliates has an interest, and we may continue to do so in the future. In
addition, some of our directors, large shareholders or their affiliates from time to time have ownership interests or
other involvement with entities that compete against us or otherwise have interests that could, at times, be
considered potentially adverse to us, either in the pursuit of acquisition targets, investments or in our business
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operations. The interests of our directors, large shareholders or their affiliates in related party transactions or
competitive businesses may create the potential for, or result in, conflicts of interests.

Cybersecurity events or other difficulties with our information technology systems could disrupt our
business, result in the loss of critical and confidential information, increased costs, and adversely impact
our reputation and results of operations.

We rely heavily on the successful, uninterrupted functioning of our information technology systems, as well as those
of any outsourced service providers, including third-party administrators and investment managers. We rely on
these systems to securely and accurately process, store, and transmit confidential and other data in connection with
our critical operational functions such as paying claims, performing actuarial and other modeling, pricing, quoting
and processing policies, cash and investment management, acquisition analysis, financial reporting and other
necessary support functions. Our information may also be exposed to the risk of a data breach or cyber-security
incident through a breach or failure of our systems or a breach or failure of the systems of third parties where we
rely on such parties for outsourced functions or services. A failure of our information technology systems or those of
our third-party service providers could materially impact our ability to perform the critical functions described above,
affect the confidentiality, availability or integrity of our proprietary information and expose us to litigation and
increase our administrative expenses.

Computer viruses, cyber-attacks, phishing scams and other external hazards, as well as any internal process or
employee failures, could expose our information technology systems to security breaches that may cause critical
data to be corrupted or confidential or proprietary information to be exposed, cause system disruptions or shut-
downs, or expose us to financial fraud. In addition to our own information, we receive and may be responsible for
protecting confidential or personal information of ceding companies, policyholders, employees, and other third
parties, which could also be compromised in the event of a security breach. In addition, many of our employees
continue to work remotely as a result of the COVID-19 pandemic, and we are therefore more dependent on our
information technology systems and the continued access by our employees and service providers to reliable
internet and telecommunications systems. If these systems do not function effectively or are disrupted due to
heightened demand, cybersecurity attacks and data security incidents, or for any other related reason, it would
negatively impact our ability to settle claims efficiently, complete acquisitions, integrate our acquired businesses,
manage our investments, or otherwise conduct our business.

Although we utilize numerous controls, protections and risk management strategies to attempt to mitigate these
risks, and management is not aware of a material cyber-security incident to date, the sophistication and volume of
these security threats continues to increase. We may not have the technical expertise or resources to successfully
prevent every data breach or cyber-security incident. The potential consequences of a data breach or cyber-security
incident could include claims against us, significant reputational damage to our company, damage to our business
as a result of disclosure of proprietary information, and regulatory action against us, which may include fines and
penalties. Such an incident could cause us to lose business and commit resources, management time and money
to remediate these breaches and notify aggrieved parties, any of which in turn could have an adverse impact on our
business. We may also experience increasing costs associated with implementing and maintaining adequate
safeguards against these types of incidents and attacks.

In addition, the information security and data privacy regulatory environment is increasingly demanding. We are
subject to numerous laws and regulations in multiple jurisdictions governing the protection of the personal and
confidential information of our clients and/or employees, including in relation to medical records and financial
information. These laws and regulations are rapidly expanding, increasing in complexity and sometimes conflict
between jurisdictions. For example, the E.U. General Data Protection Regulation ("GDPR") creates rights for
individuals to control their personal data and sets forth the requirements with which companies handling the
personal data of E.U.-based data subjects have to comply (regardless of whether such data handling involves E.U.-
based operations). We are also subject to the GDPR through our handling of the personal data of E.U.-based
subjects in connection with our ordinary course operations. If any person, including any of our employees or those
with whom we share such information, negligently disregards or intentionally breaches our established controls with
respect to our client data, or otherwise mismanages or misappropriates that data, we could be subject to significant
monetary damages, regulatory enforcement actions, fines and/or criminal prosecution in one or more jurisdictions,
including as a result of a violation of the GDPR.

If outsourced providers such as third-party administrators, investment managers or other service providers
were to breach obligations owed to us, our business and results of operations could be adversely affected.
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We outsource certain business functions to third-party providers, and these providers may not perform as
anticipated or may fail to adhere to their obligations to us. For example, certain of our subsidiaries rely on
relationships with a number of third-party administrators under contracts pursuant to which these third-party
administrators manage and pay claims on our subsidiaries’ behalf and advise with respect to case reserves. In
these relationships, we rely on controls incorporated in the provisions of the administration agreement, as well as on
the administrator’s internal controls, to manage the claims process within our prescribed parameters. We also rely
on external investment managers to provide services pursuant to the terms of our investment management
agreements, including following established investment guidelines. Although we monitor these administrators and
investment managers on an ongoing basis, we do not control them, and our service providers could exceed their
authorities or otherwise breach obligations owed to us, which, if material, could adversely affect our business and
results of operations. For example, a third-party investment manager may breach our investment guidelines and
expose us to risk beyond our prescribed tolerances, which could have an immediate negative financial impact. We
may also be negatively impacted if third-party administrators mishandle claims, fail to administer claims effectively
or efficiently, fail to maintain accurate books and records, or fail to comply with laws or regulations.

Risks Relating to Taxation

U.S. tax reform legislation, various international tax transparency and economic substance initiatives, and
possible future tax reform legislation and regulations could materially affect us and our shareholders.

On December 22, 2017, the US government enacted comprehensive tax legislation commonly referred to as the Tax
Cuts and Jobs Act (the “Tax Act’). The Tax Act is broad and contains many provisions that have significant
implications on us, and potentially on our shareholders. The Tax Act has increased the likelihood that we or our non-
U.S. subsidiaries or joint ventures managed by us will be deemed a “controlled foreign corporation” (CFC) within the
meaning of the Internal Revenue Code of 1986, as amended (the “Code”) for U.S. federal tax purposes. Specifically,
the Tax Act expands the definition of “United States shareholder” for CFC purposes to include U.S. persons who
own, directly or constructively, 10% or more of the value of a non-U.S. corporation’s shares, rather than looking only
to voting power held. The Tax Act also expands certain attribution rules for share ownership in a way that would
cause non-U.S. subsidiaries to now be treated as CFCs if owned in a group, such as Enstar, that has a non-U.S.
parent company and also includes at least one U.S. subsidiary. In the event a corporation is characterized as a
CFC, any “United States shareholder” of the CFC is required to include in taxable income each year the
shareholder’s proportionate share of certain insurance and related investment income for the taxable year, even if
such income is not distributed.

The Tax Act also contains modifications to certain provisions relating to passive foreign investment company
(“PFIC”) status including an exception for foreign insurance companies ("PFIC insurance exception"). Generally, a
company is considered a PFIC where 75% or more of its income constitutes “passive income” or 50% or more of its
assets were held to produce “passive income”. The Tax Act modified the PFIC insurance exception to apply, inter
alia, to insurance companies whose reserves constitute more than 25% of the company’s gross assets. We believe
that the Company is not a PFIC as our non-U.S. subsidiaries that are insurance companies meet the PFIC
insurance exception. We also believe that our domestic insurance companies meet the qualifying domestic
company exception. PFIC characterization of the Company under these rules could result in adverse tax
consequences to U.S. persons who own our ordinary shares.

The Organization for Economic Co-operation and Development (the "OECD") Pillar Il initiative is intended to
propose a global minimum tax rate of 15% amongst its 140 member nations and other adopting countries. On
December 20, 2021, the OECD released the final model rules on Pillar Il (“Model Rules”), which nations can adopt
into local legislation to implement Pillar Il on a global basis.

Two components of the Model Rules, the Income Inclusion Rule (“IIR”) and the Under-Taxed Payment Rule
(“UTPR?”), could potentially be applicable to our operations:

* The IIR establishes a global minimum tax in the jurisdiction of the parent company of a multinational enterprise
(“MNE”). However, there is indication that Bermuda will choose to forgo adopting the IIR.

* The other component of the Model Rules, the UTPR, allows a portion of an MNE'’s global profits with an
effective tax rate below the 15% minimum rate to be taxed by other jurisdictions through an allocation model
based on headcount and fixed tangible assets. The Model Rules give flexibility to allow jurisdictions several
mechanisms to collect global profits. This includes directly taxing allocated income, reduction in any allowance
for equity or by imputing deemed income.
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How the UTPR impacts our operations will heavily depend on how these rules are ultimately transposed into the
local legislation of countries we operate in. The OECD, European Commission and the UK government will each
have an impact on the proposed legislation.

The OECD is targeting the implementation of the IIR by 2023, and UTPR by 2024. The timeline for the legislative
proposals from the European commission as well as the consultation from the UK government are generally
consistent with the targeted OECD timeline.

Accordingly, should we become subject to the Pillar Il rules in the future, this could result in an increase in the total
amount of tax we pay, thereby having a material adverse impact on our business operations.

We might incur unexpected U.S., U.K., Australia, or other tax liabilities if companies in our group that are
incorporated outside those jurisdictions are determined to be carrying on a trade or business in such
jurisdictions.

We are currently not subject to tax in Bermuda. Under the Exempted Undertakings Tax Protection Act 1996, we
have assurance that any legislation imposing an income, capital, or similar tax before March 31, 2035 will not apply
to us. Given limitations imposed under this assurance, we cannot be certain that we will not be subject to tax after
March 31, 2035. If we are subject to tax in Bermuda, this could have a material adverse impact on our business
operations. Furthermore, a number of our subsidiaries are companies formed under the laws of Bermuda or other
jurisdictions that do not impose income taxes, and it is our contemplation that these companies will not incur
substantial income tax liabilities from their operations. Because the operations of these companies generally
involve, or relate to, the insurance or reinsurance of risks that arise in higher tax jurisdictions, such as the United
States, the United Kingdom and Australia, it is possible that the taxing authorities in those jurisdictions may assert
that the activities of one or more of these companies creates a sufficient nexus in that jurisdiction to subject the
company to income tax in such jurisdiction. There are uncertainties in how the relevant rules apply to insurance
businesses, and in our eligibility for favorable treatment under applicable tax treaties. Accordingly, it is possible that
our tax liabilities could be adversely impacted, which could reduce our net earnings.

U.S. persons who own our ordinary shares might become subject to adverse U.S. tax consequences as a
result of "related person insurance income," if any, of our non-U.S. insurance company subsidiaries.

For any of our wholly-owned non-U.S. insurance company subsidiaries, if (1) U.S. persons are treated as owning
25% or more of our shares, (2) the related person insurance income ("RPII") of that subsidiary were to equal or
exceed 20% of its gross insurance income in any taxable year, and (3) direct or indirect insureds of that subsidiary
(and persons related to such insureds) own (or are treated as owning) 20% or more of the voting power or value of
our shares, then a U.S. person who owns our shares directly, or indirectly through non-U.S. entities, on the last day
of the taxable year would be required to include in income for U.S. federal income tax purposes that person's pro
rata share of the RPII of such a non-U.S. insurance company for the entire taxable year, whether or not any such
amounts are actually distributed. While recently proposed regulations put forth by the United States Department of
Treasury and Internal Revenue Service on January 24, 2022 may change some of the ownership thresholds needed
to qualify into RPII, we believe that some of the income thresholds above are not likely to be met. However, we
cannot assure you that this will be the case. Accordingly, it is possible that a direct or indirect United States
shareholder could be required to include amounts in its income in respect to RPII in any taxable year if the proposed
regulations are finalized in their current form. We believe that these proposed changes would not affect the gross
income threshold described above. These proposed regulations are subject to a 90-day comment period ending on
April 25, 2022. It is expected that comments will request changes to the proposed regulations to ask that structures
such as Enstar's not be subject to these rules. If these proposed regulations are finalized as proposed, they would
be effective for tax years ending on or after January 25, 2022. Whether they will be finalized as proposed is unclear.

Risks Relating to Ownership of our Shares

The market price for our securities may experience volatility, which could cause a potential loss of value to
our investors, and our ordinary shares are thinly traded, so the market value of our ordinary shares may
decline if large numbers of shares are sold.

The market price for our ordinary shares and for the depositary shares representing our preferred shares may
fluctuate substantially and could cause investment losses due to a number of factors. Such factors could include:
announcements with respect to a specific acquisition or investment; changes in the value of our assets; our financial
condition, performance and prospects; changes in general conditions in the economy and the insurance industry;
economic, financial, geopolitical, regulatory or judicial events that affect us or the financial markets generally;
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changes in management; and adverse press or news announcements. For the depositary shares representing our
preferred shares, such factors could also include: whether dividends have been declared on the preferred shares;
whether the ratings on such depositary shares provided by any ratings agency have changed; changes in our credit
ratings; our total outstanding indebtedness; the level, direction and volatility of market interest rates generally; and
the market for similar securities.

Our ordinary shares have in the past been, and may continue to be, thinly traded, and significant sales could
adversely affect the market price for our ordinary shares and impair our ability to raise capital through offerings of
our equity securities.

A few significant shareholders may influence or control the direction of our business. If the ownership of
our ordinary shares continues to be highly concentrated, it may limit the ability of other shareholders to
influence significant corporate decisions.

The interests of certain significant shareholders, including those that may be affiliated with members of our Board of
Directors (our “Board”), may not be fully aligned with those of other shareholders, which could lead to a strategy that
is not in such other shareholders’ best interests. As of December 31, 2021, the Canadian Pension Plan Investment
Board (“CPPIB”), funds managed by Stone Point Capital LLC and its affiliates, Beck Mack & Oliver, and three of
Enstar's executive officers (collectively) beneficially owned 13.5%, 9.8%, 4.1% and 5.3%, respectively, of our
outstanding voting ordinary shares. CPPIB owns additional non-voting ordinary shares that, together with its voting
shares, represented an economic interest of 20.0% as of December 31, 2021.

Although they do not act as a group, these shareholders may exercise significant influence over matters requiring
shareholder approval, and their concentrated holdings may delay or deter possible changes in control of Enstar,
which may reduce the market price of our ordinary shares.

Some aspects of our corporate structure and certain regulatory limitations may discourage third-party
takeovers and other transactions or prevent the removal of our Board and management.

Some provisions of our bye-laws have the effect of making more difficult or discouraging unsolicited takeover bids
from third parties or preventing the removal of our current board of directors and management. For example, our
bye-laws contain restrictions on the ability of shareholders to (i) nominate persons to serve as directors, (ii) remove
directors, (iii) submit resolutions to a shareholder vote, and (iv) request special general meetings. In addition, our
Board may limit a shareholder’s exercise of voting rights or to register a transfer of ordinary shares where it deems it
necessary to do so to avoid adverse tax, legal or regulatory consequences. Our Board may also decline to register
a transfer of shares unless all applicable consents, authorizations, permissions or approvals of any governmental
body or agency in Bermuda and other applicable jurisdictions required to be obtained prior to such transfer shall
have been obtained. We also have the authority under our bye-laws to reasonably request information from any
shareholder for the purpose of determining whether a shareholder’s voting rights are to be limited pursuant to the
bye-laws, and if a shareholder is unable to do so, we may eliminate the shareholder’s voting rights.

Insurance laws and regulations in the jurisdictions in which our reinsurance subsidiaries operate require prior
notices or regulatory approval of changes in control of an insurer or its holding company. Different jurisdictions
define changes in control differently, and generally any purchaser of 10% or more of the vote or value of our
ordinary shares could become subject to regulation and be required to file certain notices and reports with the
applicable insurance authorities. These laws and the aspects of our corporate structure outlined above may
discourage potential acquisition proposals or prevent the removal of members of our Board and management and
may delay, deter or prevent a change in control of us. To the extent these provisions discourage takeover attempts,
they may deprive shareholders of opportunities to realize takeover premiums for their shares or may depress the
market price of the shares.

Bermuda Law differs from the laws in effect in the United States. Shareholders who own our shares may
have more difficulty protecting their interests than shareholders of a U.S. corporation.

We are organized under the laws of Bermuda, and as a result our shareholders may have more difficulty protecting
their interests than shareholders of a U.S corporation. For example:

» class actions and derivative actions are generally not available to shareholders under Bermuda law;

* under Bermuda law, only shareholders holding collectively 5% or more of our outstanding ordinary shares or
groups of shareholders numbering 100 or more are entitled to propose a resolution at our general meeting;
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* a substantial portion of our assets and certain of our directors and officers and their assets are located outside
of the United States and as a result investors may have difficulty (i) effecting service of process within the
United States or (ii) recovering against us or these directors and officers on judgments of U.S. courts;

* no claim may be brought in Bermuda against us or our directors and officers for violations of U.S. federal
securities laws, as such laws do not have force of law in Bermuda;

» there is no treaty in effect between the United States and Bermuda providing for the enforcement of judgments
of U.S. courts, and there are grounds upon which Bermuda courts may not enforce judgments of U.S. courts;
and

* some remedies available under the laws of U.S. jurisdictions, including U.S. federal securities laws, may be
prohibited in Bermuda courts as contrary to Bermuda’s public policy.

Certain regulatory and other constraints may limit our ability to pay dividends on our securities, and
dividends on our preferred shares are non-cumulative.

We do not currently intend to pay a cash dividend on our ordinary shares. If our Board decided to commence a
dividend program in the future, we are subject to significant regulatory and other constraints that affect our ability to
pay dividends and make other distributions on our ordinary and preferred shares. For example, under the Bermuda
Companies Act, we may declare or pay a dividend or distribution out of contributed surplus only if we have
reasonable grounds to believe that we are, and would after the payment be, able to meet our liabilities as they
become due or that the realizable value of our assets would thereby not be less than our liabilities. In addition, as
described above under “Risks Relating to Liquidity and Capital Resources,” we are a holding company that is
dependent upon distributions from our operating subsidiaries for liquidity, which may not be available.

Dividends on our preferred shares are non-cumulative and payable only out of available funds under Bermuda law.
If our Board (or a duly authorized committee thereof) does not authorize and declare a dividend for any dividend
period, holders of our preferred shares and, in turn, the depositary shares representing preferred shares, would not
be entitled to receive any such dividend, and such unpaid dividend will not accrue and will not be payable at any
time. We will have no obligation to pay dividends for a dividend period on or after the dividend payment date for
such period if our Board has not declared such dividend before the related dividend payment date, whether or not
dividends are declared for any subsequent dividend period with respect to any outstanding preferred shares and/or
our ordinary shares.

Our ordinary and preferred shares are subordinate to our existing and future indebtedness and our ordinary
shares rank junior to our outstanding preferred shares.

Our preferred shares are equity interests and do not constitute indebtedness. As such, our preferred shares, in
addition to our ordinary shares, will rank junior to all of our indebtedness and other non-equity claims with respect to
assets available to satisfy our claims, including in our liquidation. Our preferred shares are also contractually
subordinated in right of payment to all obligations of our subsidiaries, including all existing and future policyholder
obligations of our subsidiaries. Additionally, neither our ordinary shares nor our preferred shares represent an
interest in any of our subsidiaries, and accordingly, are structurally subordinated to all obligations of our
subsidiaries. Further, in the event of our liquidation, winding up or dissolution, our ordinary shares rank junior to our
outstanding preferred shares. In such an event, there may not be sufficient assets remaining after payments to
holders of our outstanding preferred shares to ensure payments to holders of our ordinary shares.

There is no limitation on our issuance of securities that rank equally with or senior to the preferred shares.

We may issue, without limitation, (1) additional depositary shares representing additional preferred shares that
would form part of one of the series of depositary shares representing our outstanding preferred shares, and
(2) additional series of securities that rank equally with or senior to the outstanding preferred shares. The issuance
of additional preferred shares on par with or senior to the outstanding preferred shares would dilute the interests of
the holders of our preferred shares, and any issuance of preferred shares senior to our outstanding preferred
shares or of additional indebtedness could affect our ability to pay dividends on, redeem or pay the liquidation
preference on our preferred shares, or to make payments to holders of our ordinary shares from remaining assets of
the Company, in the event of a liquidation, dissolution or winding-up of Enstar.

The voting rights of holders of our preferred shares and, in turn, the depositary shares representing our
preferred shares are limited.
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Holders of our outstanding preferred shares and, in turn, the depositary shares representing the preferred shares
have no voting rights with respect to matters that generally require the approval of voting shareholders. In addition,
if dividends on any of our outstanding preferred shares have not been declared or paid for the equivalent of six
dividend payments, whether or not for consecutive dividend periods, holders of the outstanding preferred shares
and, in turn, the depositary shares, will, subject to the terms and conditions contained in the certificates of
designation governing the preferred shares, be entitled to vote for the election of two additional directors to our
Board. The holders shall be divested of the foregoing voting rights if and when dividends for at least four dividend
periods, whether or not consecutive, following a nonpayment event have been paid in full (or declared and a sum
sufficient for such payment shall have been set aside). In addition, holders of the depositary shares must act
through the depositary to exercise any voting rights in respect of the preferred shares. Although each depositary
share is entitled to 1/1,000th of a vote, the depositary can vote only whole preferred shares. While the depositary
will vote the maximum number of whole preferred shares in accordance with the instructions it receives, any
remaining votes of holders of the depositary shares will not be voted.

We have no obligation to maintain any listing of the depositary shares representing our outstanding
preferred shares.

Although the depositary shares representing our outstanding preferred shares are listed on NASDAQ, such listings
may not provide significant liquidity, and transaction costs in any secondary market could be high. The difference
between bid and ask prices in any secondary market could be substantial. As a result, holders of depositary shares
representing our preferred shares (which do not have a maturity date) may be required to bear the financial risks of
an investment in the depositary shares representing preferred shares for an indefinite period. In addition, we
undertake no obligation, and expressly disclaim any obligation, to maintain the listing of the depositary shares
representing our preferred shares on NASDAQ or any other stock exchange. If we elect to discontinue the listing at
any time or the depositary shares representing the preferred shares otherwise are not listed on an applicable stock
exchange, the dividends paid after the delisting would not constitute qualified dividend income for U.S. federal
income tax purposes (as dividends paid by a Bermuda corporation are qualified dividend income only if the stock
with respect to which the dividends are paid is readily tradable on an established securities market in the United
States).

A classification of the depositary shares representing our preferred shares by the National Association of
Insurance Commissioners may impact U.S. insurance companies that purchase our preferred shares.

The NAIC may, in its discretion, classify securities in U.S. insurers’ portfolios as debt, preferred equity or common
equity instruments. The NAIC’s written guidelines for classifying securities as debt, preferred equity or common
equity include subjective factors that require the relevant NAIC examiner to exercise substantial judgment. There is
therefore a risk that the depositary shares representing our preferred shares may be classified by the NAIC as
common equity instead of preferred equity. The NAIC classification determines the amount of risk-based capital
(“RBC”) charges incurred by insurance companies in connection with an investment in a security. Securities
classified as common equity by the NAIC carry RBC charges that can be significantly higher than the RBC
requirement for debt or preferred equity. Therefore, any classification of the depositary shares representing our
preferred shares as common equity may adversely affect U.S. insurance companies that hold depositary shares
representing our preferred shares. In addition, a determination by the NAIC to classify the depositary shares
representing our preferred shares as common equity may adversely impact the trading of the depositary shares
representing our preferred shares in the secondary market.

Our preferred shares are subject to our rights of redemption.

Our preferred shares are redeemable pursuant to the terms set forth in the certificate of designations governing
such series. Whenever we redeem preferred shares held by the depositary, the depositary will, as of the same
redemption date, redeem the number of depositary shares representing preferred shares so redeemed. We have no
obligation to redeem or repurchase the preferred shares under any circumstances. If the preferred shares are
redeemed by us, you may not be able to reinvest the redemption proceeds in a comparable security at a similar
return on your investment.
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Not applicable.
ITEM 2. PROPERTIES

We renew and enter into new leases in the ordinary course of our business. We lease office space in Hamilton,
Bermuda, where our principal executive office is located. We also lease office space in a number of U.S. states, the
United Kingdom, Australia and several Continental European countries. We believe that this office space is sufficient
for us to conduct our current operations for the foreseeable future, although in connection with future acquisitions
from time to time, we may expand to different locations or increase space to support any such growth.

ITEM 3. LEGAL PROCEEDINGS

For a discussion of legal proceedings, see Note 24 in the notes to our consolidated financial statements, which is
incorporated herein by reference.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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PART I

ITEM 5. MARKET FOR THE REGISTRANT’'S COMMON EQUITY, RELATED
STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY
SECURITIES

Market Information and Number of Holders

Our ordinary voting shares are listed on the NASDAQ Global Select Market under the symbol "ESGR." There is no
established trading market for our non-voting ordinary shares. On February 22, 2022, there were 1,240
shareholders of record of our voting ordinary shares and one shareholder of record of our non-voting ordinary
shares. This is not the number of beneficial owners of our voting ordinary shares as some shares are held in “street
name” by brokers and others on behalf of individual owners.

Dividend Information

Historically, we have not declared a dividend on our ordinary shares. Our strategy is to retain earnings and invest
distributions from our operating subsidiaries into our business. However, we may re-evaluate this strategy from time
to time based on overall market conditions and other factors, but we do not currently expect to pay any dividends on
our ordinary shares. Any payment of dividends must be approved by our Board. Furthermore, our ability to pay
dividends is subject to certain restrictions.**

Issuer Purchases of Equity Securities

The following table provides information about ordinary shares acquired by the Company during the three months
ended December 31, 2021.

Total Number of Maximum Number (or
Shares Purchased as  Dollar Value) of Shares
Part of Publicly that May Yet be
Total Number of Average Price Announced Plans or Purchased Under the
Period Shares Purchased Paid per Share Programs " Program’
(in millions of U.S.
dollars)
Beginning dollar amount available to be
repurchased $ 100
October 1, 2021 - October 31, 2021 —
November 1, 2021 - November 30, 2021 3,063 $ 223.32 3,063 (1)
December 1, 2021 - December 31, 2021 164,554 $ 241.46 164,554 (40)
167,617 167,617 $ 59

(" On November 29, 2021, our Board adopted an ordinary share repurchase program (the "2021 Repurchase Program"), effective through
November 30, 2022. Pursuant to the 2021 Repurchase Program, we may repurchase a limited number of our ordinary shares, not to exceed
$100.0 million. As of December 31, 2021, the remaining capacity under the 2021 Repurchase Program was $59 million.

* Described in Note 23 to our consolidated financial statements, which is incorporated herein by reference.
5 For information on dividends on our preferred shares refer to Note 18 to our consolidated financial statements.
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Performance Graph

The following performance graph compares the cumulative total return on our ordinary shares with the cumulative
total return on the S&P 500 Index and the S&P Property & Casualty Insurance Index for the period that commenced
December 31, 2016 and ended on December 31, 2021.

The performance graph shows the value as of December 31 of each calendar year of $100 invested on December
31, 2016 in our ordinary shares, and the indices listed above, assuming the reinvestment of dividends. Returns
have been weighted to reflect relative market capitalization. This information is not necessarily indicative of future
returns.

Comparison of 5 Year Cumulative Total Return
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2016 2017 2018 2019 2020 2021
Enstar (1) --7\-- S&P 500 Index (1) - () S&P Property & Casualty Index (1)
Indexed Returns (2) for Years Ended December 31,
2016 2017 2018 2019 2020 2021
Enstar (1) 100.00 101.54 84.76 104.63 103.64 125.24
S&P 500 Index (1) 100.00 121.83 116.49 153.17 181.35 233.41
S&P Property & Casualty Index (1) 100.00 121.82 113.52 143.28 152.90 182.48

) Source: S&P Global Market Intelligence

@) $100 invested on December 31, 2016 in stock or index, including reinvestment of dividends.
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with our consolidated financial statements and the related notes included elsewhere in this annual
report.

Some of the information contained in this discussion and analysis or included elsewhere in this annual report,
including information with respect to our plans and strategy for our business, includes forward-looking statements
that involve risks, uncertainties and assumptions. Our actual results and the timing of events could differ materially
from those anticipated by these forward-looking statements as a result of many factors, including those discussed
under "Cautionary Statement Regarding Forward-Looking Statements"”, "ltem 1A. Risk Factors" and elsewhere in
this annual report.

For a comparison of our Results of Operations by Segment, Corporate and Other activities and Sources and Uses
of Cash within Liquidity and Capital Resources for the years ended December 31, 2020 and 2019, see our revised
Part Il, ltem 7. Management's Discussion and Analysis of Financial Condition and Results of Operations for the year
ended December 31, 2020 included in the Current Report on Form 8-K filed with the Securities and Exchange
Commission ("SEC") on June 11, 2021.
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Operational Highlights

Our consolidated results for the year ended December 31, 2021 reflect our continued progress on providing capital
release solutions to our clients by acquiring and managing their run-off portfolios. We continue to operate our
business during heightened uncertainty and investment volatility as a result of the COVID-19 pandemic.

During 2021 we:
Assumed $3.8 billion of Loss Reserves from Run-off Transactions

We assumed $3.8 billion of liabilities in seven run-off transactions, including five LPTs totaling $2.2 billion of
liabilities, and two ADCs totaling $1.6 billion of liabilities.

We may generate favorable RLE through active claims management and/or claims management influence on these
run-off transactions.

We anticipate investment returns as we manage the $3.5 billion of investment assets we assumed in these
transactions. In addition, we recorded $0.3 billion of DCA in connection with these transactions which we will
subsequently amortize.

Exited Our Strategic Relationship with Hillhouse Group

We entered into a series of transactions with Hillhouse Capital Management Ltd and Hillhouse Capital Advisors, Ltd.
(together, “Hillhouse Group”), related partiesa, in order to exit our strategic relationship, as follows:

* Repurchased 3,749,400 of our ordinary shares held by funds managed by Hillhouse Group, for a price of
$234.52 per share, totaling $879 million in aggregate, which represented a discount to book value’.

* Purchased the entire 27.7% equity interest in Enhanzed Re held by an affiliate of Hillhouse Group. Following
completion of the transaction, our equity interest in Enhanzed Re increased to 75.1% resulting in consolidation
(previously accounted for as an equity method investment).

* Redeemed $2.7 billion and liquidated the InRe Fund L.P. (the “InRe Fund”), which was previously managed by
an affiliate of Hillhouse Group, as part of our strategic re-alignment to reduce our exposure to hedge fund
investments. Our investment in the InRe Fund has delivered an inception to date total return of 271.0% or
$1.3 billion (a 30.0% annualized average per year)®.

Executed Capital Transactions

We completed a $500 million senior notes offering®, the net proceeds of which were used to redeem $70 million of
debt expiring in 2022 through a tender offer and to engage in other corporate opportunities.

Continued our Exit of Active Underwriting Platforms

Completed the strategic exit from our active underwriting lines with our sales of:

* Northshore to the Trident V, L.P., Trident V Parallel Fund, L.P. and Trident V Professionals Fund, L.P. funds
(collectively, the “Trident V Funds”) through an exchange transaction (the “Exchange Transaction”), whereby we
exchanged a portion of our indirect interest in Northshore, the holding company that owns Atrium and Arden, for
an indirect interest in StarStone U.S. Holdings, Inc. and its subsidiaries (“StarStone U.S.”), now owned through
an interest in Core Specialty; and

o SUL, together with the right to operate Lloyd's Syndicate 1301, to Inigo for consideration of $30 million in the
form of Inigo shares and $1 million in cash.

6 As described in Note 22 to our consolidated financial statements.
7 Book value per share as of June 30, 2021 was $309.07.

8 Total return of the InRe Fund inception to date and average per year were computed using the modified Dietz method, which divides the total
gain or loss in value of the portfolio, net of external flows, by the average value of the portfolio over the period of measurement.
Under the eligible capital rules of the BMA, the senior notes qualify as Tier 3 capital.
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Consolidated Results of Operations - For the Years Ended December 31, 2021, 2020 and 2019

We use the following GAAP measures to monitor the performance of and manage the company:
*  BVPS which we use to measure the value of our company over time;

* ROE which measures our profitability by dividing our earnings attributable to the company by our shareholders’
equity;

« TIR which measures the annual rate of return we obtain, both realized and unrealized, on our investments; and

* RLE which measures the rate of return we obtain on managing our run-off liabilities by dividing our prior period
net incurred losses and LAE by our average net loss reserves.

In addition to our key financial measures presented in accordance with GAAP, we present other non-GAAP financial
measures that we use to manage our business, compare our performance against prior periods and against our
peers, and as performance measures in our annual incentive compensation program.
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The following table sets forth highlights from our consolidated statements of earnings for the years ended December
31, 2021, 2020 and 2019.

Year Ended December 31, % Change
2021 vs 2020 vs
2021 2020 2019 2020 2019

(in millions of U.S. dollars)
Underwriting Results

Net premiums earned $ 245 % 572 $ 804 (57.2) % (28.9) %
Net incurred losses and LAE
Current period (172) (405) (580) (57.5) % (30.2) %
Prior Period 283 (11) (34) NM (67.6) %
Total net incurred losses and LAE 111 (416) (614) (126.7) % (32.2) %
Acquisition costs (57) (171) (241) (66.7) % (29.0) %

Investment Results

Net investment income $ 312 $ 303 $ 308 3.0 % (1.6) %
Net realized (losses) gains (61) 19 5 (421.1) % 280.0 %
Net unrealized gains 178 1,623 1,007 (89.0) % 61.2 %
Earnings from equity method investments 93 239 56 (61.1) % 326.8 %
General and administrative expenses $ (367) $ (502) $ (413) (26.9) % 215 %

NET EARNINGS ATTRIBUTABLE TO

ENSTAR ORDINARY SHAREHOLDERS $ 437 $ 1719  §$ 902 (74.6) % 906 %
GAAP measures:

BVPS $ 316.34 $ 28645 $ 201.39 104 % 422 %
ROE 7.1 % 39.7 % 26.6 % (32.6) pp 13.1 pp
RLE 2.8 % (0.1)% (0.5)% 29 pp 0.4 pp
TIR 25 % 14.1 % 10.0 % (11.6) pp 4.1 pp
Non-GAAP measures:

Adjusted BVPS* $ 31080 $ 28120 $ 197.93 105 % 421 %
Adjusted ROE* 9.2 % 43.6 % 19.6 % (34.4) pp 24.0 pp
Adjusted RLE * 20 % 25% 28 % (0.5) pp (0.3) pp
Adjusted TIR* 3.6 % 124 % 6.3 % (8.8) pp 6.1 pp

NM - not meaningful
*Non-GAAP measure; refer to "Non-GAAP Financial Measures" section for reconciliation to the applicable GAAP financial measure.
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Net earnings attributable to Enstar ordinary shareholders decreased by $1.3 billion from 2020 to 2021, mainly as a
result of:

» significant outperformance by our investments in 2020 driven by net unrealized gains of $1.6 billion; partially
offset by

» improved underwriting performance resulting from favorable actual versus expected experience in 2021.

Net earnings attributable to Enstar ordinary shareholders increased by $817 million from 2019 to 2020, mainly as a
result of:

» the performance of our investments in 2020, driven by an increase of $616 million in net unrealized gains; and

« strong performance in our earnings from equity method investments, which increased by $183 million from the
prior year.

We have discussed the results of our operations by aggregating certain captions from our consolidated statement of
earnings, as we believe it provides a more meaningful view of our results and eliminates repetition that would arise
if captions were discussed on an individual basis. In order to facilitate discussion, we have grouped the following
captions:

Underwriting results: includes net premiums earned, net incurred losses and LAE and acquisition costs.

Investment results: includes net investment income, net realized (losses) gains, net unrealized gains and
earnings from equity method investments.

General and administrative results: includes general and administrative expenses.
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Underwriting Results

Our strategy is focused on effectively managing portfolios and businesses in run-off. Although we have largely
exited our live underwriting platforms, we still record net premiums earned and the associated current period net
incurred losses and acquisition costs as a result of new transactions during the year and the run-off of unearned
premiums from transactions completed in recent years.

Premiums earned in the Run-off segment are offset by the related current period net incurred losses and LAE and

acquisition costs.

The components of underwriting results for the years ended December 31, 2021 and 2020 are as follows:

2021 2020
Enhanzed Legacy Corporate Legacy Corporate
Run-off Re Underwriting and other  Total Run-off Underwriting  and other Total
Net premiums
earned $ 182 $ 5 58 §$ — $ 245 % 59 $ 513 § — $ 572
Net incurred losses
and LAE:
Current period 144 2 26 — 172 30 375 — 405
Prior periods (338) — (6) 61 (283) (175) (4) 190 11
Total net incurred
losses and LAE (194) 2 20 61 (111) (145) 371 190 416
Acquisition costs 44 — 13 — 57 20 151 — 171
Underwritingresults $ 332 § 3 25 $ (61) $ 299 $ 184 $ 9 $ (190) $ (15)

2021 versus 2020:
Current Period

The current period underwriting results from our (re)insurance operations include net earned premiums that have
been declining as we transition away from active underwriting activities.

(in millions of U.S. dollars)

2021 2021 2020

B Net premiums earned
B Acquisition costs

Current period losses and LAE

48

$576

2020

2019.

The decrease in current period net incurred losses and LAE
and acquisition costs were driven by reduced levels of activity
arising from our exit of our active underwriting platform. We
continue to earn premium from our StarStone International
and AmTrust RITC business. In comparison, the 2020 results
were primarily driven by the AmTrust RITCs entered into in
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Prior Periods - RLE

The following tables summarize RLE and Adjusted RLE* by acquisition year for the years ended December 31,
2021 and 2020, which management believes is useful in measuring and monitoring performance of our claims
management activity on the portfolios that we have acquired. This permits comparability between acquisition years
of different loss reserve volumes. Our calculation of RLE includes the impact of DCA amortization, amortization of
fair value adjustments and changes to the discount and risk margin factors relating to the fair value of liabilities
where we elected the fair value option.

Refer to the table below for a summary of RLE and Adjusted RLE* for the year ended December 31, 2021:

2021
RLE Adjusted RLE*
Average
Average net Adjusted adjusted net Adj RLE*
Acquisition Year PPD loss reserves RLE % PPD* loss reserves* %
(in millions of U.S. dollars)

2011 and prior $ 28 $ 522 $ 24 $ 557
2012 5 41 2 40
2013 9 134 2 54
2014 25 945 29 78
2015 13 333 11 316
2016 9 813 9 859
2017 89 1,006 25 993
2018 44 1,201 26 1,182
2019 9 1,168 45 1,653
2020 12 1,815 (3) 1,765
2021 40 2,072 24 2,253

Total $ 283 §$ 10,050 28% $ 194 § 9,750 2.0 %

2021:

Overall, RLE % and Adjusted RLE* % were primarily driven by net favorable actual claims experience compared
with our expected claims trends. This was notable in the 2011 and prior, 2017 and 2018 acquisition years.

PPD was positively impacted by a decrease of $75 million in 2021 relating to the change in the discount rate
component of the fair value of liabilities for which we have elected the fair value option in the 2017 and 2018
acquisition years as a result of increases in interest rates.

Adjusted PPD* excludes the impact of the changes in the discount rate upon the fair value of liabilities where we
have elected the fair value option, the impact of changes in ULAE and the amortization of fair value adjustments
relating to purchased subsidiaries.

Other notable events within our acquisition years were:

Our 2019 acquisition year had lower than expected asbestos related claim frequency related to our defendant A&E
liabilities. RLE % does not include the impact of changes to our defendant A&E liabilities.

Our 2020 acquisition year had adverse development on the motor book offset by favorable development in other
portfolios relating to the 2018 and 2019 accident years.

Acquisition year 2021 experienced favorable claim activity in professional indemnity/directors’ and officers’ and
motor lines of business relative to expectations at take-on.

*Non-GAAP measure; refer to "Non-GAAP Financial Measures" section for reconciliation to the applicable GAAP financial measure.
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Refer to the table below for a summary of RLE and Adjusted RLE* for the year ended December 31, 2020:

2020
RLE Adjusted RLE*
Average
Average net Adjusted adjusted net Adjusted
Acquisition Year PPD loss reserves RLE % PPD* loss reserves* RLE* %
(in millions of U.S. dollars)
2011 and prior $ 38 $ 623 $ 43 % 658
2012 7 54 8 51
2013 15 174 6 68
2014 1 1,064 2 99
2015 10 405 9 388
2016 20 912 31 963
2017 (50) 1,108 31 1,093
2018 17 1,450 48 1,436
2019 3 1,316 86 1,776
2020 (72) 1,006 (77) 977
Total $ (11) $ 8,112 (0.1)% $ 187§ 7,509 2.5 %

2020:

Overall, RLE % and Adjusted RLE* % were primarily driven by a mix of favorable and unfavorable actual claims
experience compared with our expected claims trends. Our experience was notably favorable in our 2011 and prior,
2016, 2017 and 2018 acquisition years, offset by adverse development in our 2020 acquisition year as detailed
below.

PPD was adversely impacted by an increase of $119 million in 2020 relating to the change in the discount rate
component of the fair value of liabilities for which we have elected the fair value option in the 2017 and 2018
acquisition years as a result of decreases in interest rates. This did not impact Adjusted PPD*.

Other notable events within our acquisition years were:

Our 2016 and 2019 acquisition years were favorably impacted by lower than expected asbestos related claim
frequency related to our defendant A&E liabilities. RLE % does not include the impact of changes to our defendant
A&E liabilities.

Our 2017 and 2018 acquisition years had favorable development on losses relating primarily to older accident years
on asbestos related claims and reduced asbestos related claim frequency partially offset by the adverse impact on
RLE % of changes in the discount rate component of the fair value of liabilities for which we have elected the fair
value option.

Our 2020 acquisition year was driven by adverse development on the motor book, offset by favorable development
in other portfolios relating to older accident years.

*Non-GAAP measure; refer to "Non-GAAP Financial Measures" section for reconciliation to the applicable GAAP financial measure.
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The components of underwriting results for the year ended December 31, 2019 are as follows:

2019
Legacy Corporate and
Run-off Underwriting other Total

(in millions of U.S. dollars)
Net premiums earned $ 168 $ 636 $ — 3 804
Net incurred losses and LAE:
Current period 124 456 — 580
Prior periods 277) 106 205 34
Total net incurred losses and LAE (153) 562 205 614
Acquisition costs 74 167 — 3 241
Underwriting results $ 247§ (93) $ (205) $ (51)
2020 versus 2019:

Current Period

The decrease in net premiums earned, current period net incurred

losses and LAE and acquisition costs were mainly driven by our exit of

certain lines of business in 2019 and StarStone International being
$821 placed into an orderly run-off in 2020.

(in millions of U.S. dollars)

Current period net incurred losses and LAE and acquisition costs
incurred in 2020 were driven by net premiums earned, primarily due to
AmTrust RITCs entered into in 2019.

Our 2019 current period net incurred losses and LAE and acquisition
costs included business assumed as a result of the AmTrust RITC

2020 2020 2019 2019 transactions and the acquisition of Maiden Reinsurance North America.
B Net premiums earned Net incurred losses and LAE for 2020 included $71 million of COVID-19
B Acquisition costs related losses, mainly related to casualty and property and accident and

Current period losses and LAE health business, and $19 million of exit costs associated with the

StarStone International run-off.

Prior Periods - RLE
Refer to the table below for a summary of RLE and Adjusted RLE* for the year ended December 31, 2019:

2019
RLE Adjusted RLE*
Average
Average net Adjusted adjusted net Adjusted
Acquisition Year PPD loss reserves RLE % PPD* loss reserves* RLE* %
(in millions of U.S. dollars)
2011 and prior $ 70 $ 905 $ 71 $ 931
2012 2 3 67 — 63
2013 14 289 5 80
2014 (110) 1,094 2 118
2015 15 453 10 427
2016 8 1,019 10 1,079
2017 (84) 1,107 3) 1,162
2018 35 1,830 82 1,850
2019 16 703 8 907
Total $ (34) $ 7,467 (0.5)% $ 185 $ 6,617 2.8 %
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2019:

Overall, RLE % and Adjusted RLE* % were primarily driven by a mix of favorable and unfavorable actual claims
experience compared with our expected claims trends. This was notably favorable in our 2011 and prior and 2018
acquisition years offset by adverse development in our 2017 acquisition year.

Additionally, PPD was adversely impacted by an increase of $117 million in 2019 relating to the change in the
discount rate component of the fair value of liabilities for which we have elected the fair value option in the 2017 and
2018 acquisition years as a result of decreases in interest rates. This did not impact Adjusted PPD*.

Our 2014 acquisition year had adverse development in our StarStone active underwriting business primarily relating
to casualty lines of business, which we exclude from our Adjusted RLE* calculation as we exclude our exited
underwriting businesses.

A $136 million reduction in estimates of net ultimate losses in our workers' compensation line of business arose
across multiple portfolios, where reported loss development was generally significantly less than expected
development.

The lower than expected actual development was driven by significant proactive settlement activity on individual
claimants where we were able to settle claims lower than the case reserve estimates.

A $39 million reduction in estimates of net ultimate losses in our professional indemnity/directors’ and officers’ line of
business arose based on the annual actuarial analysis which reflected the better than expected loss development
during 2019.

A $7 million increase in estimates of net ultimate losses in our asbestos line of business arose primarily due to
changes in our actuarial assumptions related to dismissal rates. During 2019, the number of new defendants and
filed claims was less than expected but this was offset by a lowering of the dismissal rate. In asbestos, the dismissal
rates are extremely high as many of the claims do not have merit against the insured. However, we have seen a
trend in both U.S. and U.K. exposure of the dismissal rate trending down in the range of 2 to 3 pp.

We completed 6 commutations across several portfolios that contributed to a $10 million reduction in estimates of
net ultimate losses.

*Non-GAAP measure; refer to "Non-GAAP Financial Measures" section for reconciliation to the applicable GAAP financial measure.
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Investment Results

We strive to structure our investment holdings and the duration of our investments in a manner that recognizes our
liquidity needs, including our obligation to pay losses and future policyholder benefit expenses.

We consider the duration characteristics of our liabilities in determining our selection of asset durations depending
on our other investment strategies and to the extent practicable.

The components of our investment results split between our fixed income ("Fixed Income") assets (which includes
our short-term and fixed maturity investments classified as trading and AFS, fixed maturity investments included
within funds held-directly managed, cash and cash equivalents, including restricted cash and cash equivalents, and
funds held by reinsured companies) and other investments ("Other Investments") (which includes equities, the
remainder of funds held-directly managed and equity method investments) for the years ended December 31, 2021,
2020 and 2019 are as follows:

2021 2020 2019
Fixed Other Fixed Other Fixed Other
Income Investments Total Income Investments Total Income Investments Total

(in millions of U.S. dollars)

Net investment income $ 239 $ 73 $ 312 $ 256 $ 47 $ 303 $ 280 $ 28 $ 308
Net realized gains (losses) (4) (57) (61) 18 1 19 4 1 5
Net unrealized (losses) gains (206) 384 178 288 1,335 1,623 512 495 1,007
Earnings from equity method

investments — 93 93 — 239 239 — 56 56
TIR ($) $ 29 $ 493 $ 522 $ 562 $ 1,622 $2,184 $ 796 $ 580 $1,376
TIR % 0.2 % 8.8 % 25% 51 % 369% 141 % 7.5 % 185 % 10.0%
Adjusted TIR %* 1.6 % 8.8 % 3.6 % 24 % 369% 124 % 2.7 % 18.5 % 6.3 %

*Non-GAAP measure; refer to "Non-GAAP Financial Measures" section for reconciliation to the applicable GAAP financial measure.

Net Investment Income

Net investment income

(in mi(ljliclalns ‘;f u.s. 2021 versus 2020: Net investment income increased primarily due to:
ollars
* increase in our average aggregate fixed income assets due to

2021 new business; partially offset by

» decrease in the investment yield primarily due to reinvestment of
fixed maturities at lower yields and time required to invest premium
from 2021 transactions.

2020 versus 2019: Net investment income decreased primarily due to:

» decrease in net investment income from fixed maturities and cash
and cash equivalents, reflective of a decrease in the investment
yield primarily due to lower rates; partially offset by

* increase in our average aggregate fixed income assets from new
business transactions in 2020.

2021 2020 2019
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Net Realized and Unrealized Gains (Losses)

2021 versus 2020: Net realized and unrealized gains (losses)
decreased primarily due to:

* net realized and unrealized losses on fixed income securities of
$210 million in 2021 compared to net realized and unrealized

Net realized and gains of $306 million in the prior year, a difference of $516 million,

unrealized gains (losses) which was primarily driven by rising interest rates across U.S.,

(in millions of U.S. U.K. and European markets, partially offset by a tightening in
dollars) credit spreads.

* net realized and unrealized gains on other investments, including
equities decreased by $1.0 billion or 75.5% from the prior year.
This was primarily driven by:

o net realized and unrealized losses of $58 million in the InRe
Fund primarily due to the deterioration of global and Chinese
equity markets through the second half of the year, including
Chinese American Depository Receipts ("ADRs"), to which the
fund had exposure; partially offset by

o net realized and unrealized gains of $327 million in our public
$178 equity, private equity and CLO equities driven by the
$(61) $19 tightening of high yield and loan spreads and rallies in global
equity markets.

2021 2020 o This was in comparison to net realized and unrealized gains of
$1.3 billion recognized in 2020, mainly driven by unrealized
B Net realized (losses) gains gains of $1.2 billion relating to the InRe Fund.

Net unrealized gains

Net realized and
unrealized gains (losses)
(in millions of U.S.
dollars)

2020 versus 2019: Net realized and unrealized gains increased
primarily due to:

* net realized and unrealized gains on fixed income securities
decreased by $209 million or 40.6%, primarily driven by a
decline in interest rates.

* netrealized and unrealized gains on other investments, including
equities, increased by $839 million or 169.0%, primarily a result

of:
o unrealized gains for 2020 primarily comprised unrealized
2020 2019 gains of $1.2 billion in the InRe Fund, which were driven by
strong performance in U.S. and Chinese equity markets
B Net realized gains across multiple sectors, including consumer discretionary,
B Net unrealized gains communication services, information technology and

consumer staples.
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Earnings from equity method investments

Effective September 1, 2021, Enhanzed Re was consolidated by us'. Prior to that date, the results of Enhanzed Re
were recorded in earnings from equity method investments on a one quarter lag.

2021 versus 2020: earnings from equity method investments

Equity Method decreased, due to:

Investment Earnings  a reduction in Enhanzed Re earnings, primarily driven by
(in millions of U.S. catastrophe losses from the European storms, German floods and
dollars) worsening of COVID-19 claims sustained in the second quarter of

2021 for which our share of losses was $35 million, partially offset
by significant net realized and unrealized gains on investments in
the last quarter of 2020;

* areduction in Monument Re earnings as a result of a decrease in
bargain purchase gains relative to the comparative period.

2020 versus 2019: Earnings from equity method investments
increased, primarily due to:

$93 * an increase in earnings from Enhanzed Re, which reflected
significant net realized and unrealized gains on investments in the
second and third quarters of 2020, and an increase in earnings
from Monument Re.

2021 2020 2019

10 Refer to Note 4 to the consolidated financial statements for further information.
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Return on investments

The below charts are in millions of U.S. dollars

0.2%

Fixed income Other investments, Fixed income Other investments,
assets - TIR including equities - assets - Adjusted including equities -
TIR TIR* Adjusted TIR*
0,
7.5% 2.7%
51%.

ﬁfi”l 2020 2019 2021 2020 2019 2021 2020 2019 2021 2020 2019

*Non-GAAP measure; refer to "Non-GAAP Financial Measures" section for reconciliation to the applicable GAAP financial measures.

Fixed income securities

The TIR on fixed income assets was $29 million in 2021, as the net investment income was partially offset by
decline in the market value of our fixed income securities, primarily driven by rising interest rates across U.S.,
U.K. and European markets.

The 2020 TIR on fixed income assets was $533 million higher than in 2021, driven by a significant decrease in
interest rates in 2020 as central banks lowered interest rates to mitigate the economic impact of COVID-19
pandemic.

The 2019 TIR on fixed income assets was $234 million higher than in 2020 as interest rates declined and credit
spreads tightened in 2019, benefiting fixed income securities.

Other investments, including equities

56

Our 2021 TIR on other investments, including equities, was $493 million, primarily led by strong performances
in our public equity, private equity, and CLO equity positions, driven by the tightening of high yield and loan
spreads and a rally in global equity markets. This was partially offset by net realized and unrealized losses in
the InRe Fund, primarily due to the deterioration of global and Chinese equity markets through the second half
of 2021, including ADRs, to which the InRe Fund had exposure.

Our 2020 TIR on other investments, including equities, was $1.6 billion primarily driven by unrealized gains of
$1.2 billion in the InRe Fund, driven by strong performance in U.S. and Chinese equity markets across multiple
sectors, including consumer discretionary, communication services, information technology and consumer
staples.

Our 2019 TIR, on other investments, including equities, was $580 million, driven by positive performance of the
InRe Fund, along with our holdings across public equity, private equity, and CLO equity, against the backdrop of
benign market volatility, positive investor sentiment, and strong demand for risk assets.
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Duration and average credit rating

The fair value, duration and average credit rating by segment is as follows:

2021 2020
Duration (in Average Credit Duration (in Average Credit

Segment Fair Value ($) years) { Rating @ Fair Value ($) years) { Rating ?
Investments

Run-off $ 12,680 454 A+ $ 9,781 5.09 A+

Enhanzed Re 1,454 14.62 A- — n/a n/a

Total - Investments 14,134 5.69 A+ 9,781 5.09 A+
Legacy Underwriting 212 2.37 AA- 911 1.96 AA-
Total $ 14,346 5.72 A+ $ 10,692 4.82 A+

™ The duration calculation includes cash and cash equivalents, short-term investments, fixed maturity securities and the fixed maturity securities
within our funds held-directly managed portfolios at December 31, 2021 and 2020.

@ The average credit ratings calculation includes cash and cash equivalents, short-term investments, fixed maturity securities and the fixed
maturity securities within our funds held - directly managed portfolios at December 31, 2021 and 2020.

As of both December 31, 2021 and 2020, our fixed income securities and cash and cash equivalents had an
average credit quality rating of A+. As of December 31, 2021 and 2020, our fixed income securities that were non-
investment grade (i.e. rated lower than BBB- and non-rated securities) comprised 5.6% and 3.7% of our total fixed
income securities portfolio, respectively.

The increase in the duration of our fixed income securities and cash and cash equivalents portfolio is due to the
impact of the Enhanzed Re acquisition. The increase in non-investment grade fixed income securities is due to the
fact that a portion of the InRe Fund redemption proceeds were reinvested into fixed income strategies involving
below investment grade investments during the year'".

General and administrative expenses

General and Administrative Expenses
(in millions of U.S. dollars)

$502
$413
$202$214 ¢8> $158
$57 543 $46 36 536 538 gq0 [ 97 $62 §51 50
Salaries and Professional IT Costs Legacy Other Total
benefits fees Underwriting

B 2021 H 2020 2019

2021 to 2020: The $135 million decrease in general and administrative expenses was primarily driven by the
decision to place StarStone International in run-off and the sale of Atrium. There was an additional decrease in
salaries and benefits expenses due to reductions in performance-based salaries and benefits costs and lower
headcount.

2020 to 2019: The $89 million increase in general and administrative expenses was primarily driven by $64 million
of restructuring and other exit costs associated with placing StarStone International into run-off. Additionally, an
increase in salaries and benefits expenses from the comparative period was a result of increased performance-
based salaries and benefits costs driven by our strong performance in 2020.

" Refer to the 'Results of Operations by Segment - Investments' section for further information.
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Key Performance Measures

Overall Measures of Performance

43.6Y
39.7% %
$316.34 $286.45 $310.80 $281.20 26.6%

19.6%

71% 9.2%
Book Value Per Adjusted Book Value Return on Equity Adjusted Return on
Ordinary Share Per Ordinary Share ("ROE") Equity
("BVPS") ("Adjusted BVPS")* ("Adjusted ROE")*
H 2021 W 2020 B 2021 W 2020 2019

BVPS and Adjusted BVPS* increased by 10.4% and 10.5%, respectively, from December 31, 2020 to December
31, 2021, as a result of repurchasing 18.6% of our ordinary shares at a 24.0% discount to book value, combined
with comprehensive income for the year which added 6.1% to both BVPS and Adjusted BVPS* as of December 31,
2021.

ROE and Adjusted ROE*

2021 versus 2020: decreased by 32.6 and 34.4 percentage points ("pp"), respectively, primarily as a result of:

i. net unrealized gains from our investment in the InRe Fund of $1.2 billion in 2020 compared with net unrealized
and realized losses of $58 million in 2021. We have liquidated this fund, crystallizing much of the gains of 2020
and we are in the process of redeploying these amounts. This decline in net realized and unrealized gains in the
InRe Fund contributed 27.5 and 32.9 pp to the total reduction in ROE and Adjusted ROE*, respectively.

ii. net realized and unrealized gains on fixed maturity securities of $306 million in 2020 compared to losses of
$210 million in 2021, primarily driven by rising interest rates. This unfavorable movement impacted the ROE by
10.5 pp with no impact to Adjusted ROE* as this is excluded from the calculation of the measure.

This was partially offset by:

iii. favorable prior period development ("PPD") of $283 million in 2021, which was $294 million better than 2020,
primarily due to improved actual versus expected experience on our workers’ compensation portfolios and
adverse development on our motor line of business in 2020 combined with a favorable change in the interest
rate components of the valuation of liabilities for which we have elected the fair value option. This favorable
result contributed 4.8 pp to the ROE.

2020 versus 2019: increased by 13.1 and 24.0 pp, respectively, primarily as a result of:

i. anincrease in net realized and unrealized gains from other investments and equities, including the InRe Fund,
of $839 million in 2020. This contributed 16.2 and 20.7 pp to the total increase in ROE and Adjusted ROE*,
respectively.

ii. anincrease in earnings from equity method investments of $183 million driven by our investments in Enhanzed
Re'? and Monument Insurance Group Limited (“Monument Re”) in 2020. These earnings contributed 3.9 and
4.8 pp to ROE and Adjusted ROE*, respectively.

This was partially offset by:

iii. a decrease in net realized and unrealized gains on fixed maturity securities of $209 million in 2020. This
unfavorable movement impacted our ROE by 8.1 pp with no impact to Adjusted ROE* as this is excluded from
the calculation of the measure.

*Non-GAAP measure; refer to "Non-GAAP Financial Measures" section for reconciliation to the applicable GAAP financial measure.

12 Effective September 1, 2021, Enhanzed Re was consolidated by us.
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Return on Run-off Liabilities
The below charts are in millions (RLE and Adjusted RLE*) and billions (Net Loss Reserves and Adjusted Net Loss Reserves®) of U.S. dollars.

RLE Adjusted RLE* Net Loss Reserves Adjusted Net Loss
Bl LPTs and other Reserves*
2.8% M Apcs B LPTs and other
Il ADCs
$11.6
$11.5
$8.5
$8.0
(0.1)%
(0.5)%
$(11) $(34)
2021 2020 2019 2021 2020 2019 2021 2020 2021 2020

2021 versus 2020: our RLE % increased by 2.9 pp from 2020 to 2.8%, whilst our Adjusted RLE* % decreased by
0.5 pp from 2020 to 2.0%.

Rate of Return: The 2.9 pp increase in RLE % primarily consists of:

i. 1.8 pp increase arising from the change in the discount rate component of the fair value of liabilities for which
we have elected the fair value option as a result of increases in interest rates;

ii. 0.8 pp decrease arising from an increase in the amortization of DCA. The increased amortization expense is the
result of cumulative effect adjustments due to favorable prior period development on recent acquisition years;
and

iii. 1.6 pp increase arising from additional favorable prior period development which is additionally analyzed within

our ‘Consolidated Results of Operations’ *°.

The 0.5 pp decrease in Adjusted RLE* % primarily consists of:

i. 1.0 pp decrease resulting from a reduced level of favorable prior period development on net ultimate defendant
A&E liabilities;

ii. 0.7 pp decrease arising from an increase in the amortization of DCA as noted above; and

iii. 1.2 pp increase in additional favorable prior period development which is additionally analyzed within our

‘Consolidated Results of Operations’ *°.

Volume: our net loss reserves and adjusted net loss reserves™ increased by 35.2% and 43.2% respectively, as a
result of acquiring and assuming $4.5 billion of net loss reserves. This was partially offset by $1.4 billion of net
claims paid during the year.

2020 versus 2019: our RLE % increased by 0.4 pp from the prior year, whilst our Adjusted RLE* % decreased by
0.3 pp.

Rate of Return: The RLE % in 2020 was broadly consistent with 2019, with the increase of 0.4 pp arising from PPD
of $(11) million and $(34) million in 2020 and 2019 respectively. The key components of PPD in each of 2020 and
2019 were:

i. Areduction in estimates of net ultimate losses of $130 million and $111 million for 2020 and 2019; and

ii. Changes in the fair value of liabilities for which we have elected the fair value option of $119 million and $117
million for 2020 and 2019, with both of these charges arising from decreases in interest rates.

*Non-GAAP measure; refer to "Non-GAAP Financial Measures" section for reconciliation to the applicable GAAP financial measure.

13 Refer to ‘Underwriting Results’ below for further discussion.
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The 0.3 pp decrease in Adjusted RLE* % consists of:

i. 1.6 pp decrease in Adjusted PPD* primarily due to adverse development on the motor book in 2020 compared
to 2019; and

i. 1.3 pp increase in favorable prior period development on net ultimate defendant A&E liabilities in 2020
compared to 2019 driven by a lower than expected asbestos related claim frequency in 2020.

Volume: our net loss reserves and adjusted net loss reserves® increased by 11.3% and 15.3%, respectively from
2019™ to 2020, as a result of acquiring and assuming $2.0 billion of net loss reserves. This was partially offset by
$1.5 billion of net claims paid during the year.

*Non-GAAP measure; refer to "Non-GAAP Financial Measures” section for reconciliation to the applicable GAAP financial measure.

4 Net loss reserves and Adjusted net loss reserves* as of December 31, 2019 were $7.7 billion and $6.9 billion, respectively.
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Return on Investments
The below charts are in billions of U.S. dollars.

Total Investment Investable Assets Adjusted Total Adjusted
Return ("TIR") = gt"hed i”comte Setcuriﬁes Investment Return Investable Assets*
er investments, YA A "k M Fixed income securities
14.1% including equities and EMI (*Adjusted TIR") B Other investments,
Cash and cash equivalents including equities and EMI
Funds held by reinsured Cash and cash equivalents
companies Funds held by reinsured
companies
$21.7
$17.3
$21.6
$16.7
2021 2020 2019 2021 2020 2021 2020 2019 2021 2020

2021 versus 2020: our TIR % and Adjusted TIR %* decreased by 11.6 pp and 8.8 pp, respectively, from 2020.

Rate of Return: our TIR and Adjusted TIR decreased largely as a result of net realized and unrealized gains of $1.6
billion in 2020 compared with net realized and unrealized gains of $117 million in 2021.

Significant equity market performance in 2020 contrasted with more moderate equity performance in 2021, resulting
in a $1.0 billion reduction in the gains on our other investments, including equities, coupled with a $516 million
reduction in the gains on our fixed maturity securities primarily as a result of interest rate reductions in 2020 and
rising interest rates in 2021.

In 2020, we earned net realized and unrealized gains of $1.6 billion, which included $1.2 billion in net unrealized
gains from our investment in the InRe Fund due to strong performance in U.S. and Chinese equity markets, and
$306 million from our fixed maturity securities primarily due to interest rate declines.

In 2021, we earned net realized and unrealized gains of $117 million, with $58 million in realized and unrealized
losses from our InRe Fund as we crystallized much of the gains we previously recorded, combined with gains of
$327 million in other equity, equity and CLO funds as a result of high yield and loan spread tightening and rallies in
global equity markets. This was offset by net realized and unrealized losses of $210 million on our fixed maturity
securities primarily from rising interest rates across U.S., U.K. and European markets, partially offset by tightening in
credit spreads.

Volume: Investable assets and Adjusted investable assets* grew by 25.7% and 29.4% from 2020 to 2021,
respectively, as a result of assuming $3.5 billion from new transactions during the year and an overall increase in
cash and cash equivalents of $495 million™.

2020 versus 2019: our TIR and Adjusted TIR* increased by 4.1 pp and 6.1 pp, respectively, from 2019.

Rate of Return: our TIR and Adjusted TIR* increased as a result of outstanding performance in our other
investments, including the InRe Fund, in comparison to the prior period. This was driven by rallies in equity markets
across multiple sectors, including consumer discretionary, communication services, information technology and
consumer staples.

Net realized and unrealized gains on other investments, including equities, were $1.3 billion in 2020, including net
unrealized gains of $1.2 billion in our InRe investment, in comparison to $496 million in 2019.

Volume: Investable assets and Adjusted investable assets* grew by 22.7% and 21.1% from 2019'® to 2020,
respectively, as a result of assuming $1.7 billion from new transactions during the year and an overall increase in
cash and cash equivalents of $541 million™".

*Non-GAAP measure; refer to "Non-GAAP Financial Measures" section for reconciliation to the applicable GAAP financial measure.

'8 Total cash, cash equivalents and restricted cash increased by $719 million from 2020 to 2021, of which $224 million related to cash of
businesses held-for-sale.
'8 Investable assets and Adjusted investable assets* as of December 31, 2019 were $14.1 billion and $13.8 billion, respectively.
"Total cash, cash equivalents and restricted cash increased by $402 million from 2019 to 2020, which included a decrease of $139 million
related to cash of businesses held-for-sale.
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New Business

We define new business as material transactions other than business acquisitions which generally take the form of
reinsurance or direct business transfers.

When we acquire new business, the liabilities we assume typically exceed the fair value of the assets we receive.
This is generally due to the future earnings expected on the assets, as well as negotiations if we believe the
liabilities could be reduced in the future through successful claims management.

The difference between the liabilities assumed and the assets acquired is recorded as a deferred charge asset or
gain, which is then amortized over the expected settlement period. As such, the performance of the new business
is assessed over time by comparing the net of investment income, loss reserve development and amortization of
the deferred charge gain or asset.

The table below sets forth a summary of new business that we have completed between January 1, 2021 and
December 31, 2021:

Total
Total Deferred Total Assets Liabilities Remaining
Assets Charge from from Type of Limit upon
Transaction Assumed Asset!" Transactions Transactions Transaction Acquisition Line of Business Jurisdiction

(in millions of U.S. dollars)

AXA Group Casualty and
@ $ 1395 $ 92 $ 1,487 $ 1,487 ADC $ 808 professional lines Global
Excess workers'
CNA® 652 105 757 757 LPT 179 compensation u.s.
Surplus lines broker U.S., UK.
Hiscox 532 N/A 532 532 LPT 189 business and Europe
Workers'
compensation and
ProSight @ 478 24 502 502  LPT/ADC 230 general liability u.s.
Energy, construction
Liberty and homebuilders
Mutual @ 363 26 389 389 LPT 121 liability u.s.
Commercial and U.K. and
RSA 95 1 96 96 ADC 175 personal lines Ireland
Workers'
Coca-Cola 42 6 48 48 LPT 21 compensation u.s.
Total 2021 $§ 3557 § 254 $ 3,811 § 3,811

™ Where the estimated ultimate losses payable exceed the premium consideration received at the inception of the agreement, a DCA is
recorded.

@ We have ceded 10% of these transactions to Enhanzed Re on the same terms and conditions as those received by us. Effective September 1,
2021 Enhanzed Re was consolidated by us (previously accounted for as an equity method investment) and all intercompany transactions and
balances between Enhanzed Re and Enstar were eliminated upon consolidation.

® Includes $178 million of liabilities from the ADC element of the transaction.
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Non-GAAP Financial Measures

In addition to our key financial measures presented in accordance with GAAP, we present other non-GAAP financial
measures that we use to manage our business, compare our performance against prior periods and against our
peers, and as performance measures in our annual incentive compensation program.

These non-GAAP financial measures provide an additional view of our operational performance over the long-term
and provide the opportunity to analyze our results in a way that is more aligned with the manner in which our
management measures our underlying performance.

The presentation of these non-GAAP financial measures, which may be defined and calculated differently by other
companies, is used to enhance the understanding of certain aspects of our financial performance. It is not meant to
be considered in isolation, superior to, or as a substitute for the directly comparable financial measures prepared in
accordance with GAAP.

We have changed our non-GAAP measures in 2021 as follows:

* Conformed our naming convention so that all non-GAAP measures are prefixed by the word, “adjusted”. We
believe this makes a clear distinction between GAAP and non-GAAP measures. For example, our fully diluted
book value per share (“FDBVPS”) is now named adjusted book value per ordinary share.

* Replaced our claims saving metric with Adjusted RLE*, that now includes the amortization cost of DCA as we
believe this represents the notional lower yield we accept when we enter into a transaction where we record a
DCA. Additionally, we are representing this as a yield on average Adjusted net loss reserves® to facilitate
comparisons across acquisition years and different reporting periods.

* Amended our calculation of operating income (loss) for the year by additionally adjusting for the amortization of
fair value adjustments as we believed it was relevant for this measure to be consistent with our calculation of
Adjusted RLE*. Additionally, we now express this measure as an Adjusted ROE* after adjustments to our
balance sheet items relating to any adjustments in the numerator.

*  We created new measures of Adjusted TIR* and Adjusted RLE* to show performance yields on our two streams
of income arising from our capital release solutions.

* We added management’s view of investable assets which “looks through” the legal form of our investments to
the underlying economic exposure, consistent with the way we view our investment portfolio composition.

We have presented the results and GAAP reconciliations for these measures for the years ended 2019, 2020 and
2021.

Non-GAAP Purpose of Non-GAAP Measure over GAAP
Measure Definition Measure
Adjusted book  Total Enstar ordinary shareholders' equity, Increases the number of ordinary shares to reflect the
adjusted to add: exercise of warrants and equity awards granted but
w -proceeds from assumed exercise of warrants not yet vested as, over the long term, this presents a
ordinary share prudent view of our book value per share.
Divided by

We use this non-GAAP measure in our annual
Number of ordinary shares outstanding, adjusted  incentive compensation program.
for:
-shares issued from assumed exercise of
warrants,
-the ultimate effect of any dilutive securities on the
number of ordinary shares outstanding
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Non-GAAP Purpose of Non-GAAP Measure over GAAP
Measure Definition Measure
Adjusted return Adjusted operating income (loss) attributable to Although we have historically disclosed adjusted
on equity Enstar ordinary shareholders divided by adjusted  operating income (loss) attributable to Enstar ordinary
opening Enstar ordinary shareholder's equity shareholders, calculating the operating income (loss)
as a percentage of our adjusted opening Enstar
ordinary shareholders' equity provides a more
valuable and consistent measure of the performance
Adjusted Net earnings (loss) attributable to Enstar ordinary ~ ©f our business, and enhances comparisons to prior

operating income
(loss) attributable
to Enstar
ordinary
shareholders
(numerator)

Adjusted opening
Enstar ordinary
shareholders’
equity
(denominator)

shareholders, adjusted for:

-net realized and unrealized (gains) losses on
fixed maturity investments and funds held-directly
managed

-change in fair value of insurance contracts for
which we have elected the fair value option ¥
-amortization of fair value adjustments

-net gain/loss on purchase and sales of
subsidiaries

-net earnings from discontinued operations

-tax effects of adjustments

-adjustments attributable to noncontrolling interest

Opening Enstar ordinary shareholders' equity,
less:

-unrealized gains (losses) on fixed maturity
investments and funds held-directly managed,
-fair value of insurance contracts for which we
have elected the fair value option ",

-fair value adjustments, and

-net assets of held for sale or disposed
subsidiaries classified as discontinued operations

periods:

by adjusting investment returns for the temporary
impact of the change in fair value of fixed
maturity securities (both credit spreads and
interest rates) which we hold until the earlier of
maturity or used to fund any settlement of related
liabilities which are generally recorded at cost.

* by removing the impact of non-cash charges that
obscure our trends on a consistent basis.

* by removing items that are not indicative of our
ongoing operations;

We use this non-GAAP measure in our annual
incentive compensation program.

We now include the amortization of fair value
adjustments as a non-GAAP adjustment to the
adjusted operating income (loss) attributable to
Enstar ordinary shareholders as it is considered to be
a non-cash charge and not indicative of our operating
results. Prior periods were restated for this revision.

Adjusted total
investment

return (%)

Adjusted total
investment return
($) (numerator)

Adjusted average
aggregate total
investable assets
(denominator)

64

Adjusted total investment return (dollars)
recognized in earnings for the applicable period
divided by period average adjusted total
investable assets.

Total investment return (dollars), adjusted for:
-net realized and unrealized (gains) losses on
fixed maturity investments and funds held-directly
managed

Total average investable assets, adjusted for:
-unrealized (gains) losses on fixed maturities,
AFS investments included within AOCI
-unrealized (gains) losses on fixed maturities,
trading instruments

Provides a key measure of the return generated on
the capital held in the business and is reflective of our
investment strategy.

Provides a consistent measure of investment returns
as a percentage of all assets generating investment
returns.

Adjusts investment returns for the temporary impact
of the change in fair value of fixed maturity securities
(both credit spreads and interest rates) which we hold
until the earlier of maturity or used to fund any
settlement of related liabilities which are generally
recorded at cost.
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Non-GAAP Purpose of Non-GAAP Measure over GAAP
Measure Definition Measure
Adjusted run- Adjusted PPD divided by average adjusted net Calculating the RLE as a percentage of our adjusted
off liability loss reserves average net loss reserves provides a more

earnings (%)

Adjusted prior Prior period net incurred losses and LAE,

period adjusted to:

development Remove:

(numerator) -Legacy Underwriting and Enhanzed Re
operations
-the reduction/(increase) in provisions for
unallocated LAE (ULAE)

-amortization of fair value adjustments,
-change in fair value of insurance contracts for
which we have elected the fair value option ¥,
and Add:

-the reduction/(increase) in estimates of our
defendant A&E ultimate net liabilities.

Adjusted net loss Net losses and LAE, adjusted to:

meaningful measurement of our claims management
performance.

We use this measure to evaluate our ability to settle
our obligations for amounts less than our initial
estimate at the point of acquiring the obligations.

In order to provide a complete and consistent picture
of our claims performance, we combine the reduction
(increase) in estimates of prior period net ultimate
losses relating to our Run-off segment with the
amortization of deferred charge assets, both of which
are included in net incurred losses and LAE and have
an inverse effect on our results. We also include our
performance in managing our defendant A&E
liabilities, that do not form part of loss reserves.

reserves Remove: The remaining components of net incurred losses and
(denominator) -Legacy Underwriting and Enhanzed Re net loss ~ LAE and net loss reserves are not considered key
reserves components of our claims performance as they are
-the net ULAE provision either not non-life run-off in nature, or are considered
-net fair value adjustments associated with the to be non-cash charges that obscure our trends on a
acquisition of companies, consistent basis.
-the fair value adjustments for contracts for which .
we have elected the fair value option" and We use this measure to assess the performance of
Add: our claim strategies and part of the performance
-net nominal defendant asbestos and assessment of our past acquisitions.
environmental exposures.
Investable Investable assets, adjusted to reallocate certain Management’s view “looks through” the legal form of
assets - categories of investments based on an investment and aggregates the classification
— , management's view of the underlying economic based upon the underlying economic exposure of
management's  exposure of a particular investment. each investment, which is consistent with the manner
view in which management views our investment portfolio

Refer to the reconciliation for further details.

() Comprises the discount rate and risk margin components.

Reconciliation of GAAP to Non-GAAP Measures

composition.

The table below presents a reconciliation of BVPS to Adjusted BVPS* as of December 31, 2021, 2020 and 2019:

2021 2020 2019
Per Per Per
Eq(uity Ordinary Share Eq(uity Ordinary Share Eq(uity Ordinary Share
1 Shares  Amount g Shares  Amount 1 Shares  Amount
(in millions of U.S. dollars, except share and per share data)

Book value per ordinary share $ 5586 17,657,944 $316.34 $ 6,164 21,519,602 $286.45 $ 4,332 21,511,505 $201.39
Non-GAAP adjustments:

Share-based compensation plans 315,205 298,095 302,565

Warrants — — 20 175,901 20 175,901
Adjusted book value per
ordinary share* $ 5,586 17,973,149 $310.80 $ 6,184 21,993,598 $281.20 $ 4,352 21,989,971 $197.93

() Equity comprises Enstar ordinary shareholders' equity, which is calculated as Enstar shareholders' equity less preferred shares ($510 million
as of December 31, 2021, 2020 and 2019, respectively), prior to any non-GAAP adjustments.

*Non-GAAP measure.
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The table below presents a reconciliation of ROE to Adjusted ROE* for the years ended December 31, 2021, 2020

and 2019:

Net earnings/Opening equity/ROE "
Non-GAAP adjustments:

Net realized and unrealized losses
(gains) on fixed maturity investments
and funds held - directly managed /
Unrealized (losses) gains on fixed
maturity investments and funds held
- directly managed

Change in fair value of insurance
contracts for which we have elected
the fair value option / Fair value of
insurance contracts for which we
have elected the fair value option ©®

Amortization of fair value
adjustments / Fair value adjustments

Net gain on purchase and sales of
subsidiaries

Net earnings from discontinued
operations / Net assets of entities
classified as held for sale and
discontinued operations

Tax effects of adjustments “

Adjustments attributable to
noncontrolling interest ©

Adjusted net earnings/Adjusted
opening equity/Adjusted ROE*

2021 2020 2019
Net . . Net . . Net . .
: Openin (Adj) : Openin (Adj) ; Openin (Adj)
earnings g quity ¢ ROE ©aMiNgs  oquity ¢ ROE ©amMings  oquity ¢ ROE
(in millions of U.S. dollars)
$ 437 $ 6164 71% $ 1,719 $ 4332 397% $ 902 $§ 3,392 266%
210 (560) (306) (277) (516) 227
(75) (33) 119 (130) 117 (244)
16 (128) 27 (152) 51 (199)
(73) (3) —
— (16) (266) (7) (210)
(21) 23 36
6 13 109 15 86
$ 500 $§ 5443 92% $ 1576 $ 3616 436% $ 598 $§ 3,052 19.6 %

" Net earnings comprises net earnings attributable to Enstar ordinary shareholders, prior to any non-GAAP adjustments. Opening equity
comprises Enstar ordinary shareholders' equity, which is calculated as opening Enstar shareholders' equity less preferred shares ($510 million
as of December 31, 2020, 2019 and 2018), prior to any non-GAAP adjustments.

@ Represents the net realized and unrealized gains and losses related to fixed maturity securities. Our fixed maturity securities are held directly
on our balance sheet and also within the "Funds held - directly managed" balance'®.

® Comprises the discount rate and risk margin components.

® Represents an aggregation of the tax expense or benefit associated with the specific country to which the pre-tax adjustment relates,
calculated at the applicable jurisdictional tax rate.
®) Represents the impact of the adjustments on the net earnings (loss) attributable to noncontrolling interest associated with the specific
subsidiaries to which the adjustments relate.

*Non-GAAP measure.

18 Refer to Note 6 to our consolidated financial statements for further details on our net realized and unrealized gains and losses.
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The below tables present a reconciliation of PPD to Adjusted PPD* and RLE to Adjusted RLE*:

As at December 31,

2021 2021 2020 2021 2021
Average
Net loss Net loss net loss
PPD reserves reserves reserves RLE %
(in millions of U.S. dollars)
PPD/net loss reserves/RLE $ 283 $ 11555 § 8,544 $ 10,050 28 %
Non-GAAP Adjustments:
Reduction in estimates of net ultimate losses - current period — (142) — (71)
Enhanzed Re — (179) — (90)
Legacy Underwriting (7) (140) (955) (548)
Reduction in provisions for ULAE (61) (412) (334) (373)
Amortization of fair value adjustments 16 106 128 117
Changes in fair value - fair value option " (75) 107 33 70
Change in estimate of net ultimate liabilities - defendant A&E 38 574 615 595
Adjusted PPD/Adjusted net loss reserves/Adjusted RLE* $ 194 § 11,469 $ 8,031 $ 9,750 2.0 %

As at December 31,

2020 2020 2019 2020 2020
Average
Net loss Net loss net loss
PPD reserves reserves reserves RLE %

(in millions of U.S. dollars)

PPD/net loss reserves/RLE $ 11) $ 8544 §$ 7,680 $ 8,112 (0.1)%
Non-GAAP Adjustments:
Reduction in estimates of net ultimate losses - current period — (273) — (137)
Legacy Underwriting (4) (702) (1,184) (943)
Reduction in provisions for ULAE (48) (334) (332) (333)
Amortization of fair value adjustments 28 128 152 140
Changes in fair value - fair value option " 119 33 130 82
Change in estimate of net ultimate liabilities - defendant A&E 103 615 561 588
Adjusted PPD/Adjusted net loss reserves/Adjusted RLE* $ 187 $§ 8,011 § 7,007 $ 7,509 2.5 %

As at December 31,

2019 2019 2018 2019 2019
Average
Net loss Net loss net loss
PPD reserves Reserves reserves RLE %

(in millions of U.S. dollars)

PPD/Net loss reserves/RLE $ (34) $ 7680 $ 7254 $ 7,467 (0.5)%
Non-GAAP Adjustments:
Reduction in estimates of net ultimate losses - current period — (401) — (201)
Legacy Underwriting 105 (842) (1,162) (1,002)
Reduction in provisions for ULAE (58) (332) (333) (333)
Amortization of fair value adjustments 51 152 199 176
Changes in fair value - fair value option " 117 130 244 187
Change in estimate of net ultimate liabilities - defendant A&E 4 561 85 323
Adjusted PPD/Adjusted net loss reserves/Adjusted RLE* $ 185 $§ 6,948 $ 6,287 $ 6,617 2.8 %

() Comprises the discount rate and risk margin components.

*Non-GAAP measure.
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The table below presents a reconciliation of our TIR to our Adjusted TIR* for the years ended December 31, 2021,

2020 and 2019:

Net investment income
Net realized (losses) gains
Net unrealized (losses) gains

Earnings from equity method
investments

TIR ($)

Non-GAAP adjustment:

Net realized and unrealized
losses (gains) on fixed maturity
investments and funds held-
directly managed

Adjusted TIR ($)*

Total investments

Cash and cash equivalents,
including restricted cash and
cash equivalents

Funds held by reinsured
companies

Total investable assets

Average aggregate invested
assets, at fair value

TIR %
Non-GAAP adjustment:

Net unrealized (gains) on fixed
maturities, AFS investments
included within AOCI and net
unrealized (gains) on fixed
maturities, trading instruments

Adjusted investable assets*

Adjusted average aggregate
invested assets, at fair value @

Adjusted TIR %*

2021 2020 2019
Fixed Other Fixed Other Fixed Other
Income Investments Total Income Investments Total Income Investments Total
(in millions of U.S. dollars)
$ 239 $ 73 $ 312 $ 256 $ 47 $ 303 $ 280 $ 28 $ 308
(4) (57) (61) 18 1 19 4 1 5
(206) 384 178 288 1,335 1,623 512 495 1,007
— 93 93 — 239 239 — 56 56
$ 29 $ 493 $ 522 $ 562 $ 1,622 $2,184 $ 796 $ 580 $1,376
210 — 210 (306) — (306) (516) — (516)
3239 $ 493 §$732 §$206 2§ 1622 91878 $280 $ 580  $860
$12,254 $ 5,022 $17,276 $9,319 § 5,938 $15,257 $9,035 $ 3,585 $12,620
2,092 — 2,092 1,373 — 1,373 971 — 971
2,340 — 2,340 636 — 636 476 — 476
$16,686 $ 5,022 $21,708 $11,328 § 5,938 $17,266 $10,482 $ 3,585 $14,067
15,250 5,590 20,840 11,046 4,397 15,443 10,631 3,127 13,758
0.2 % 8.8 % 2.5 % 51 % 369% 141% 7.5 % 185% 10.0%
(89) — (89) (560) — (560) (275) — (275)
316,597 $ 5022 $21619 §$10768 §$ 5938  $16,706 $10207 $ 3,585  $13,792
14,971 5,590 20,561 10,756 4,397 15,153 10,519 3,127 13,646
1.6 % 8.8 % 3.6 % 2.4 % 369% 124 % 2.7 % 18.5 % 6.3 %

(" This amount is a five period average of the total investable assets, as presented above, and is comprised of amounts disclosed in our quarterly
and annual U.S. GAAP consolidated financial statements.

@ This amount is a five period average of the Adjusted investable assets*, as presented above.

*Non-GAAP measure.
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The below tables present a reconciliation of our total investable assets from the consolidated balance sheet view in
accordance with GAAP to management's non-GAAP view of the underlying economic exposure for the years ended

December 31, 2021 and 2020:

Exchange Bonds, CLO Equities, privately
traded funds  equities and  held equity, private Other assets
backed by private debt credit and real and liabilities Management's View
Consolidated Balance fixed income held in equity estate held in fund CLO equity in funds held of Underlying
Sheet View 2021 securities format format funds format 2021 Economic Exposure
Short-term and fixed
maturity investments,
trading and AFS and funds
held - directly managed,
excluding other assets
Total $12,254 $12,254 Fixed maturities
Other assets included within
funds held - directly managed 201 (201) —
Equities
Publicly traded equities 281 5 286
Exchange-traded funds 1,342 (969) (64) 309
Privately held equities 372 (57) (8) 307
Total 1,995 902 Equities*
Other Investments
Hedge funds 291 291 Hedge funds
Fixed income funds 573 969 64 1,606 Bond/loan funds*
Equity funds 5 (5) —
Private equity funds 752 (110) 642 Private equity funds*
CLO equities 161 32 207 400 CLO equities*
CLO equity funds 207 (207) —
Private credit funds 275 25 85 385 Private credit*
Real estate debt fund 69 33 102 Real estate*
Total 2,333 3,426
Equity method
Equity method investments 493 493 investments
Total investments 17,276 17,075
Cash and cash
Cash and cash equivalents equivalents (including
(including restricted cash) 2,092 2,092 restricted cash)
Funds held by reinsured
companies 2,340 201 2,541 Funds held*
Total investable assets $21,708 $21,708 Total investable assets

*Non-GAAP financial measure.
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Equities,
Exchange privately held Other assets
traded funds Bond fund equity, private Real and
backed by held in creditand real  estate CLO liabilities in Management's View
Consolidated Balance fixed income equity estate held in held in equity funds held of Underlying
Sheet View 2020 securities format fund format other funds format 2020 Economic Exposure
Short-term and fixed
maturity investments,
trading and AFS and funds
held - directly managed,
excluding other assets
Total 9,319 9,319 Fixed maturities
Other assets included within
funds held - directly managed 15 (15) —
Equities
Publicly traded equities 261 261
Exchange-traded funds 311 (156) (54) 191 292
Privately held equities 275 3 278
Total 847 831 Equities®
Other Investments
Hedge funds 2,638 2,638 Hedge funds
Fixed income funds 553 156 54 763 Bond/loan funds*
Equity funds 191 (191) —
Private equity funds 363 (137) 226 Private equity funds*
CLO equities 128 167 295 CLO equities*
CLO equity funds 167 (167) —
Private credit funds 192 107 299 Private credit®
Real estate debt fund — 27 12 39 Real estate*
Other 12 (12) —
Total 4,244 4,260
. ) Equity method
Equity method investments 832 832 investments
Total investments 15,257 15,242
Cash and cash
Cash and cash equivalents equivalents (including
(including restricted cash) 1,373 1,373 restricted cash)
Funds held by reinsured
companies 636 15 651 Funds held*
Total investable assets $17,266 $ 17,266 Total investable assets

*Non-GAAP measure.
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Other Financial Measures

In addition to our non-GAAP financial measures presented above, we refer to TIR, which provides a key measure of
the return generated on the capital held in the business. It is reflective of our investment strategy and it provides a
consistent measure of investment returns as a percentage of all assets generating investment returns.

The following table provides the calculation of our TIR by segment for the years ended December 31, 2021, 2020

and 2019:

Net investment income:
Fixed income securities
Cash and restricted cash

Other investments, including
equities

Less: Investment expenses
Net investment income
Net realized gains:

Fixed income securities

Other investments, including
equities

Net realized (losses) gains
Net unrealized (losses) gains):
Fixed income securities, trading

Other investments, including
equities

Net unrealized (losses) gains

Earnings from equity method
investments

TIR ($)
Fixed maturity and short-term

investments, trading and AFS and
funds held - directly managed

Other assets included within funds
held - directly managed

Equities

Other investments

Equity method investments
Total investments

Cash and cash equivalents,
including restricted cash and cash
equivalents

Funds held by reinsured companies
Total investable assets

Average agqregate invested assets,
at fair value "

TIR%®

Income from fixed income assets ©

Average aggre%ate fixed income
assets, at cost P

Investment book yield

2021 2020 2019
Legacy Legacy Legacy
Investments Underwriting Total Investments Underwriting Total Investments Underwriting Total
(in millions of U.S. dollars)
$ 273 3 $ 276 $ 243 $ 25 $ 268 $ 250 $ 30 $ 280
— — — 2 2 4 9 5 14
73 — 73 39 8 47 20 8 28
(37) — (37) (14) (2) (16) (12) (2) (14)
$ 309 3 $ 312 $ 270 $ 33 $ 303 $ 267 $ 41 $ 308
$ 4) — $ 4 s 16 $ 2 $ 18 § 4 3 — % 4
(57) — (57) 1 — — 1
$ (61) — $ (61) $ 17 $ 2 $ 19 $ 5 $ — $ 5
(203) (3) (206) 284 4 288 481 31 512
384 — 384 1,327 8 1,335 488 7 495
$ 181 (3) $ 178 $ 1,611 $ 12 $1,623 $ 969 $ 38 $1,007
93 — 93 239 — 239 56 — 56
$ 522 — $ 522 $ 2,137 $ 47 $2,184 $ 1,297 $ 79 $1,376
$ 12,072 182 $12,254 $ 8,669 $ 650 $9,319 $ 8,171 $ 864 $9,035
201 — 201 15 — 15 14 — 14
1,995 — 1,995 774 73 847 577 150 727
2,319 14 2,333 4,146 98 4,244 2,387 131 2,518
493 — 493 597 235 832 326 — 326
$ 17,080 196 $17,276  $ 14,201 $ 1,056 $15,257 $ 11,475 $ 1,145 $12,620
2,062 30 2,092 1,112 261 1,373 671 300 971
2,306 34 2,340 554 82 636 345 131 476
$ 21,448 260 $21,708 $ 15,867 $ 1,399 $17,266  $ 12,491 $ 1,576 $14,067
20,594 246 $20,840 $ 13,982 $ 1,461 $15,443 $ 12,140 $ 1,618 $13,758
25 % — % 25 % 15.3 % 32% 14.1 % 10.7 % 4.9 % 10.0 %
273 3 276 245 27 272 259 35 294
14,733 231 14,964 9,508 1,246 10,754 9,104 1,414 10,518
1.9 % 1.3 % 1.8 % 2.6 % 22 % 25 % 2.8 % 25 % 2.8 %

(" This amount is a five period average of the total investable assets, as presented above, and is comprised of amounts disclosed in our quarterly
and annual U.S. GAAP consolidated financial statements.

@ Total investment return % is calculated by dividing total investment return ($) by average aggregate invested assets, at fair value.
® Fixed income assets include fixed income securities and cash and restricted cash, and funds held by reinsured companies.

“® These amounts are an average of the amounts disclosed in our quarterly and annual U.S. GAAP consolidated financial statements.

®) Investment book yield % is calculated by dividing income from fixed income assets by average aggregate fixed income assets, at cost.
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Results of Operations by Segment - For the Years Ended December 31, 2021 and 2020

Upon completion of our strategic transactions related to both Atrium and StarStone, our chief operating decision
maker, our CEO, changed their view of how to evaluate our businesses, allocate resources and assess
performance, as a result the segment structure was revised effective January 1, 2021.

Following the acquisition of Enhanzed Re on September 1, 2021, our business is organized into four reportable
segments: (i) Run-off; (ii) Enhanzed Re; (iii) Investments; and (iv) Legacy Underwriting. In addition, our corporate
and other activities, which do not qualify as an operating segment, includes income and expense items that are not

directly attributable to our reportable segments'®.

The following is a discussion of our results of operations by segment.

19 For a description of our segments and our corporate and other activities, see "ltem 1. Business - Operating Segments" and "Corporate and
Other" below, respectively.
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Run-off Segment

The following is a discussion and analysis of the results of operations for our Run-off segment.

2021 2020 Change
INCOME (in millions of U.S. dollars)
Net premiums earned $ 182 $ 59 $ 123
Other income:
Reduction in estimates of net ultimate defendant A&E liabilities - prior periods 38 103 (65)
Reduction in estimated future defendant A&E expenses 5 9 (4)
All other income 30 20 10
Total other income 73 132 (59)
255 191 64
EXPENSES
Net incurred losses and LAE:
Current period 144 30 114
Prior period (338) (175) (163)
Total net incurred losses and LAE (194) (145) (49)
Acquisition costs 44 20 24
General and administrative expenses 188 173 15
38 48 (10)
SEGMENT NET EARNINGS $ 217 $ 143 § 74

2021 versus 2020: Segment income from our Run-off segment increased by $74 million, primarily due to:

Net premiums earned increased by $123 million from StarStone International business and new business
transactions executed in this and recent periods. Net premiums earned of $182 million included $106 million of
premiums from StarStone International, which was transferred into the Run-off Segment on January 1, 2021,
whereas net premiums earned in 2020 were primarily related to AmTrust RITC transactions assumed in 2019.

Net incurred losses and LAE decreased by $49 million due to a $163 million increase in favorable development
on prior period losses partially offset by an increase in current period losses of $114 million due to the transfer
of the StarStone International business from the Legacy Underwriting segment on January 1, 2021.

The $163 million increase in favorable prior period development primarily consists of:

> $51 million increase in favorable development on the workers’ compensation line of business in 2021 as a
result of reduced claims activity, favorable settlements on open claims and the completion of commutations;

> $105 million reduction in adverse development on the motor line of business compared to 2020. 2020 was
impacted by higher than expected severity in respect of a recently assumed LPT;

> $41 million increase in favorable development on the construction defect line of business in 2021;
o $82 million increase in favorable development on the property and other lines of business in 2021.
This favorable prior period developments were partially offset by;

*  $142 million increases in prior period estimates of net ultimate losses in our general casualty line of
business due to an increase in opioid exposure and greater than expected adverse development.

In addition:

Other income decreased by $59 million primarily driven by reduced levels of favorable development in our
estimate of ultimate net defendant A&E liabilities; and

Acquisition costs increased by $24 million primarily due to the transfer of StarStone International from the
Legacy Underwriting segment on January 1, 2021.
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Enhanzed Re Segment

We purchased an additional 27.7% in Enhanzed Re, a company that was previously accounted for as an equity
method investment. We now own 75.1% of this company and have consolidated it as of September 1, 2021. The
Enhanzed Re segment consists of life and property aggregate excess of loss (catastrophe) business.

As we report the results of this segment on a one quarter lag, our results for the year ended December 31, 2021
only include one month of earnings. The following is a discussion and analysis of the results of operations for our

Enhanzed Re segment.

INCOME
Net premiums earned

EXPENSES

Net incurred losses and LAE - current period
Policyholder benefit expenses

General and administrative expenses

SEGMENT NET EARNINGS

Overall Results

2021
(in millions of U.S.
dollars)
$ 5
5
2
(4)
1
()
$ 6

Segment earnings were $6 million as a result of net premiums earned and a reduction in policyholder benefit
expenses. This was partially offset by net incurred losses and LAE driven by the recognition of net premiums earned

during the period.
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Investments Segment

The following is a discussion and analysis of the results of operations for our Investments segment.

2021 2020 Change

INCOME (in millions of U.S. dollars)
Net investment income:

Fixed income securities $ 273 $ 243 $ 30

Cash and restricted cash — 2 (2)

Other investments, including equities 73 39 34

Less: Investment expenses (37) (14) (23)
Total net investment income 309 270 39
Net realized (losses) gains:

Fixed income securities (4) 16 (20)

Other investments, including equities (57) 1 (58)
Total net realized (losses) gains (61) 17 (78)
Net unrealized gains (losses):

Fixed income securities, trading (203) 284 (487)

Other investments, including equities 384 1,327 (943)
Total net unrealized gains 181 1,611 (1,430)

429 1,898 (1,469)
EXPENSES
General and administrative expenses 37 35 2
37 35 2

Earnings from equity method investments 93 239 (146)
SEGMENT NET EARNINGS $ 485 §$ 2,102 $ (1,617)

Overall Results

2021 versus 2020: Segment income from our Investments segment decreased by $1.6 billion primarily as a result
of decreases in net realized and unrealized gains of $1.5 billion. The decrease is largely a result of current year net
realized and unrealized losses of $58 million related to the InRe Fund, in comparison to net unrealized gains of
$1.2 billion in the prior year, and current year net realized and unrealized losses on our fixed income securities of
$207 million, in comparison to net realized and unrealized gains of $300 million in the prior year.
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Total Investments

Fixed income securities

Refer to the below tables for the fair value, duration, and credit rating of our fixed income securities by business:

2021
Run-off Enhanzed Re "
Fair Duration Credit Fair Duration Credit
Value % (years) ® Rating®  Value % (years)® Rating®  Total Total %

(in millions of U.S. dollars, except percentages)

Fixed maturity and short-
term investments, trading
and AFS and funds held -
directly managed

U.S. government & agency § 737 6.1 % 6.4 AAA $ — — % n/a n/a $ 737 6.1 %
U.K. government 82 0.7 % 9.8 AA- — —% n/a n/a 82 0.7 %
Other government 387 3.2% 6.8 AA 228 1.9 % 12.10 BBB 615 51 %
Corporate 6,532 54.1 % 6.4 A- 193 1.6 % 6.70 A- 6,725 55.7 %
Municipal 272 23% 9.2 AA- — —% n/a n/a 272 23 %
Residential mortgage-
backed 597 49 % 2.8 AA+ — — % n/a n/a 597 49 %
Commercial mortgage-
backed 1,074 8.9 % 3.1 AA+ — — % n/a n/a 1,074 8.9 %
Asset-backed 937 7.8 % 0.3 AA- — — % n/a n/a 937 7.8 %
Structured products — — % n/a n/a 1,033 85% 19.20 A- 1,033 8.5 %
$10,618 88.0 % 5.4 A $ 1,454 12.0 % 16.40 A- $ 12,072 100.0 %

™ Investments under the Enhanzed Re caption comprise those that support our life reinsurance business.

@ The duration calculation includes short-term investments, fixed maturities and the fixed maturities within our funds held-directly managed
portfolios at December 31, 2021 and 2020.

® The average credit ratings calculation includes short-term investments, fixed maturities and the fixed maturities within our funds held - directly
managed portfolios at December 31, 2021 and 2020.

2020
Duration Credit
Fair Value % (years) " Rating @

(in millions of U.S. dollars, except percentages)

Fixed maturity and short-term
investments, trading and AFS and
funds held - directly managed

U.S. government & agency $ 865 10.0 % 3.5 AAA
U.K. government 33 0.4 % 8.4 AA-
Other government 487 5.6 % 6.8 AA
Corporate 5,420 62.6 % 6.9 A-
Municipal 160 1.8 % 9.9 A+
Residential mortgage-backed 487 56 % 2.0 AAA
Commercial mortgage-backed 766 8.8 % 3.8 AA+
Asset-backed 451 52 % 0.3 AA-
Total $ 8669 _ 100.0 % 5.7 A+

™ The duration calculation includes short-term investments, fixed maturities and the fixed maturities within our funds held-directly managed
portfolios at December 31, 2021 and 2020.

@ The average credit ratings calculation includes short-term investments, fixed maturities and the fixed maturities within our funds held - directly
managed portfolios at December 31, 2021 and 2020.

Run-off portfolio: As of December 31, 2021, our fixed income securities had an average credit quality of A and a
weighted average duration of 5.4 years.
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Enhanzed Re portfolio: As of December 31, 2021, our fixed income securities had an average credit quality of A-
and a weighted average duration of 16.4 years.

Other investments, including equities
Refer to the below table for the composition of our other investments, including equities:

2021 2020
(in millions of U.S. dollars)
Equities
Publicly traded equities $ 281 % 261
Exchange-traded funds 1,342 238
Privately held equities 372 275
Total 1,995 774

Other investments

Hedge funds 291 2,618
Fixed income funds 559 507
Equity funds 5 191
Private equity funds 752 336
CLO equities 161 128
CLO equity funds 207 167
Private credit funds 275 187
Real estate debt fund 69 12
Other — —
Total $ 2,319 § 4,146

Our equities investments increased by $1.2 billion compared to the prior year, primarily due to fixed income
exchange-traded funds held in the Enhanzed Re portfolio. Our other hedge fund investments declined by $2.3
billion compared to the prior year, primarily due to the liquidation of the InRe Fund.

Equity Method Investments

Refer to the below table for a summary of our equity method investments, which does not include those investments
we have elected to measure under the fair value option:

2021 2020
Earnings from Earnings from
Ownership Carrying equity method Ownership Carrying Equity Method
% Value investments % Value Investments

Enhanzed Re —% $ — $ 82 474 % $ 330 $ 147
Citco " 31.9 % 56 4 31.9 % 53 2
Monument Re @ 20.0 % 194 14 20.0 % 194 88
Core Specialty 24.7 % 225 (6) 252 % 235 —
Other 27.0 % 18 (1) 27.0 % 20 2
$ 493 § 93 $ 832 § 239

" We own 31.9% of the common shares in HH CTCO Holdings Limited which in turn owns 15.4% of the convertible preferred shares, amounting
to a 6.2% interest in the total equity of Citco Il Limited ("Citco").

@ We own 20.0% of the common shares in Monument Re as well as different classes of preferred shares which have fixed dividend yields and
whose balances are included in the Investment amount.

The carrying value of our equity method investments decreased largely due to of our acquisition of Enhanzed Re
during the year, which resulted in us consolidating Enhanzed Re effective September 1, 2021%°.

Our earnings from equity method investments decreased, due to reductions in both Enhanzed Re and Monument
Re earnings. The reduction in Enhanzed Re earnings was primarily driven by catastrophe losses from the European

20 Refer to Note 4 to the consolidated financial statements for further information.
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storms, German Floods and worsening of COVID-19 claims sustained in the second quarter of 2021 for which our
share of losses was $35 million, partially offset by significant net realized and unrealized gains on investments in the
last quarter of 2020. The reduction in Monument Re earnings was as a result of a decrease in bargain purchase
gains in 2021 in comparison to 2020.

Earnings from equity method investments for the year ended December 31, 2020 were driven primarily by our
investments in Enhanzed Re, which reflected significant net realized and unrealized gains on investments in the
second and third quarters of 2020, and Monument Re.
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Legacy Underwriting Segment

The following is a discussion and analysis of the results of operations for our Legacy Underwriting segment.

2021 2020 Change
INCOME (in millions of U.S. dollars)
Net premiums earned $ 58 $ 513 $ (455)
Net investment income 3 33 (30)
Net realized gains — 2 (2)
Net unrealized (losses) gains (3) 12 (15)
Other (expenses) income (15) 27 (42)
43 587 (544)
EXPENSES
Net incurred losses and LAE
Current Period 26 375 (349)
Prior Period (6) (4) (2)
Total net incurred losses and LAE 20 371 (351)
Acquisition costs 13 151 (138)
General and administrative expenses 10 158 (148)
43 680 (637)
SEGMENT EARNINGS $ — 9 (93) $ 93

Overall Results
2021 versus 2020:

The results for 2021 comprise SGL No.1 Limited (“SGL No.1”)'s 25% gross share of the 2020 and prior underwriting
years of Atrium's syndicate 609 whereas the results for 2020 comprise SGL No.1's 25% net share of Atrium's
syndicate 609 and StarStone International, which was transferred to the Run-off segment effective January 1, 2021.

As of January 1, 2021, SGL No.1 settles its share of the 2020 and prior underwriting years for the economic benefit
of Atrium, and there is no net retention by Enstar.
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Corporate and Other

The following is a discussion and analysis of our results of operations for our corporate and other activities.

INCOME
Other income (expense):
Amortization of fair value adjustments ")
All other expense
Total other expense
Net gain on purchase and sales of subsidiaries

EXPENSES
Net incurred losses and LAE:
Amortization of DCAs @
Amortization of fair value adjustments
Changes in fair value - fair value option ©®
Total net incurred losses and LAE
Policyholder benefit expenses
General and administrative expenses

Interest expense
Net foreign exchange gains (losses)

Income tax expense

Net earnings from discontinued operations, net of income taxes

Net (earnings) loss attributable to noncontrolling interest

Dividends on preferred shares

NET LOSS ATTRIBUTABLE TO ENSTAR ORDINARY SHAREHOLDERS

2021

2020

Change

(in millions of U.S. dollars)

$ (16) $ (12) $ @)
— (7)
(16) (19)

73 3 70

57 (16) 73

120 43 77

16 28 (12)

(75) 119 (194)

61 190 (129)

1 — 1

131 136 (5)

193 326 (133)

(69) (59) (10)

12 (16) 28

(27) (24) 3)

— 16 (16)

(15) 28 (43)

(36) (36) —

$ 271) $ (433) $ 162

" Amortization of fair value adjustments relates to the acquisition of DCo, LLC and Morse TEC LLC.

@ For the years ended December 31, 2021, 2020 and 2019, amortization of deferred charge assets includes net cumulative effect adjustments of
$71 million, $2 million and $11 million, respectively, arising as a result of prior period development on net ultimate liabilities recorded in our

Run-off segment.

® Comprises the discount rate and risk margin components.

Overall Results

2021 versus 2020: Net loss from corporate and other activities decreased by $162 million, primarily due to:

* Net gain recognized on the purchase and sales of subsidiaries of $73 million, which has two components: i) the
$47 million gain recognized on the Step Acquisition of Enhanzed Re and ii) the net gain on sales of subsidiaries
of $26 million, primarily as a result of the gain on the sale of SUL of $23 million;

* Reduction in net incurred losses of $129 million primarily driven by the change in the fair value of liabilities for
which we have elected the fair value option due to increases in corporate bond yields, partially offset by
tightening credit spreads for the year ended December 31, 2021, in comparison to declining interest rates
partially offset by widening credit spreads for the year ended December 31, 2020.

This was partially offset by:

« Unfavorable change in net (earnings) loss attributable to noncontrolling interest of $43 million, due to higher
earnings in 2021 for those companies where there is a noncontrolling interest.
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Current Outlook

We are subject to economic factors such as interest rates, inflationary pressures, foreign exchange rates, favorable
and unfavorable underwriting events, regulation, tax policy changes, political risks and other market risks that can
impact our strategy and operations?".

Impact of COVID-19

Due to the ongoing and evolving nature of the COVID-19 pandemic, we are continuing to assess the impact on our
business, operations and financial condition as it occurs. The overall financial and operational impact to us has
been minimal to-date, with virtually all of our employees working remotely or on an agile basis.

As of December 31, 2021, our Run-off, Enhanzed Re and Legacy Underwriting segments had COVID-19 related net
liabilities of $87 million, $56 million and $4 million, respectively.

Inflation

We continue to monitor inflationary impacts resulting from government stimulus, sharp increases in demand, labor
force and supply chain disruptions, among other factors, on our loss cost trends. Our run-off net loss reserves
primarily consists of casualty, workers’ compensation and asbestos lines of business which, as long tailed lines of
business, have not so far, been impacted by recent inflationary pressures in comparison to other property and auto
lines of business, for example.

Governmental policy responses to inflation may increase interest rates which, in the short term, will have a
significant impact on our investments, in particular our fixed maturity securities. We will continue to monitor our
liquidity, capital and potential earnings impact of these changes but remain focused on medium to long term asset
allocation decisions.

Inflation may result in increased wage pressures for our operating expenses, as we remain focused on being a
competitive employer in our market.

Run-off Outlook

We continue to evaluate transactions in our active pipeline including LPTs, ADCs, and other transaction types
including acquisitions, and seek opportunities to execute on creative and accretive transactions by offering
innovative capital release solutions that enable our clients to meet their capital and risk management objectives.

Transactions

On January 10, 2022, we entered into an agreement with Aspen Insurance Holdings Limited ("Aspen") to assume
$3.1 billion of net loss reserves in a LPT transaction, subject to a limit of $3.6 billion. An existing ADC between
Aspen and us that closed in June 2020 will be absorbed into this LPT.

Enhanzed Re

Upon completion of the Step Acquisition of Enhanzed Re on September 1, 2021, we acquired liabilities for future
policyholder benefits of $1.5 billion. We may enter into further life and annuity reinsurance transactions, which would
increase our exposure to interest rate movements and longevity risks, as well as other risks associated with life
reinsurance.

We also acquired Enhanzed Re's share of Allianz's catastrophe reinsurance business and associated net losses
related to events occurring during 2021. This includes the German Floods, Hurricane Ida, the European Storms and
the Texas Winter Storms, as well as net loss reserves relating to prior period loss events, which primarily relates to
business interruption claims arising from COVID-19.

Although we have not renewed the catastrophe treaties for 2022, our future results could be impacted by net
favorable or unfavorable prior period loss development on the acquired reserves.

2 For additional information on the risks, refer to "ltem 1A. Risk Factors - Risks Relating to our Run-off Business."

Enstar Group Limited | 2021 Form 10-K 81



Table of Contents
Item 7 | Management Discussion and Analysis | Current Outlook

Investment Outlook

Global financial markets were far more stable in 2021 than during 2020. Supportive fiscal and monetary policies and
gradual reopening of economies around the world resulted in strong economic growth. Risk assets rallied, M&A
activity accelerated, corporate credit spreads continued to tighten, and defaults remained well below average as
companies posted strong corporate earnings.

Against this backdrop, U.S. inflation reached levels unseen for 40 years.

As a result, we anticipate elevated volatility in the global investment markets this year as governments and central
banks take action to address rising inflation by tightening monetary policy. The U.S. Federal Reserve has indicated
that it intends to cut back on its bond-buying program and initiate a series of interest rate increases as early as the
first quarter of 2022.

Higher interest rates would create a negative unrealized impact on our fixed income investments, but could also
provide us with the opportunity to reinvest at higher yields as our securities mature or we invest premium received
from new business. Furthermore, a portion of our portfolio is allocated to floating-rate assets, which should mitigate
some of the impact of rising rates.

In addition to our core fixed income portfolio, our other investments, including equities, are expected to provide
higher returns and diversification benefits over the long-term, although this may be more volatile in the short term.

We are actively seeking investment opportunities with inflationary pass-through components, including private
credit, real estate, and infrastructure.

In the fourth quarter of 2021, we completed the orderly liquidation of the InRe Fund. We anticipate redeploying
$1.0 billion of this capital into various other investments in 2022, including those mentioned above.

Capital Outlook and Transactions

S&P Model

S&P has announced that it intends to change its capital adequacy model. While the proposed model proposes
changes to insurance diversification credits which could benefit us, it also proposes disallowing rating credit for Tier
3 Senior Debt and the recalibration of capital charges to higher confidence levels. The proposal has not been
finalized, but it could increase the level of capital S&P requires for a particular financial strength rating.

As part of our capital management strategy, we will continue to make our own assessment of the appropriate level
of capital to support our business operations.

Debt Issuance

On January 14, 2022, our wholly-owned subsidiary, Enstar Finance LLC ("Enstar Finance") issued Junior
Subordinated Notes due 2042 (the "2042 Junior Subordinated Notes") in an aggregate principal amount of
$500 million.

The 2042 Junior Subordinated Notes are unsecured junior subordinated obligations of Enstar Finance, and are fully
and unconditionally guaranteed by Enstar.

The net proceeds will be used to fund the payment at maturity of the outstanding $280 million aggregate principal
amount of our 4.5% Senior Notes, which mature on March 10, 2022. We intend to use the remaining net proceeds
from this offering for general corporate purposes, including, but not limited to, funding our acquisitions, working
capital and other business opportunities.
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Liquidity and Capital Resources

Overview

We aim to generate cash flows from our (re)insurance operations and investments, preserve sufficient capital for
future acquisitions and new business, and develop relationships with lenders who provide borrowing capacity at
competitive rates.

Our capital resources as of December 31, 2021 included ordinary shareholders' equity of $5.6 billion, preferred
equity of $510 million, redeemable noncontrolling interest of $179 million and debt obligations of $1.7 billion. Based
on our current loss reserves position, our portfolios of in-force (re)insurance business, and our investment positions,
we believe we are well capitalized.

The following table details our capital position:

2021 2020 Change
(in millions of U.S. dollars)

Ordinary shareholders' equity $ 5,586 $ 6,164 $ (578)
Series D and E Preferred Shares 510 510 —
Total Enstar Shareholders' Equity 6,096 6,674 (578)
Noncontrolling interest 230 14 216
Total Shareholders' Equity 6,326 6,688 (362)
Debt obligations 1,691 1,373 318
Redeemable noncontrolling interest 179 365 (186)
Total capitalization $ 8,196 $ 8,426 $ (230)
Total capitalization attributable to Enstar $ 7,787 $ 8,047 $ (260)
Debt to total capitalization 20.6 % 16.3 % 4.3 %
Debt and Series D and E Preferred Shares to total capitalization 26.9 % 223 % 46 %
Debt to total capitalization attributable to Enstar 21.7 % 171 % 4.6 %
Debt and Series D and E Preferred Shares to total capitalization

attributable to Enstar 28.3 % 23.4 % 4.9 %

As of December 31, 2021, we had $1.6 billion of cash and cash equivalents, excluding restricted cash that supports
(re)insurance operations, and included in this amount was $314 million held by our foreign subsidiaries outside of
Bermuda.

Based on our group's current corporate structure with a Bermuda domiciled parent company and the jurisdictions in
which we operate, if the cash and cash equivalents held by our foreign subsidiaries were to be distributed to us, as
dividends or otherwise, such amount would not be subject to incremental income taxes; however, in certain
circumstances withholding taxes may be imposed by some jurisdictions, including by the United States.

Based on existing tax laws, regulations and our current intentions, there were no accruals as of December 31, 2021
for any material withholding taxes on dividends or other distributions.

Dividends

Historically, we have not declared and have no current expectation to declare a dividend on our ordinary shares.
Our strategy has been to retain earnings and invest distributions from operating subsidiaries into our business. We
may re-evaluate this strategy from time to time based on overall market conditions and other factors. In 2021, we
repurchased 3,749,400 ordinary shares as part of our strategic separation with Hillhouse Group?.

We have issued 16,000 Series D Preferred Shares with an aggregate liquidation value of $400 million and 4,400
Series E Preferred Shares with an aggregate liquidation value of $110 million. The dividends on both Series of
Preferred Shares are non-cumulative and may be paid quarterly in arrears, only when, as and if declared.

22 ps described in Note 18 to the consolidated financial statements.
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Any payment of common or preferred dividends must be approved by our Board. Our ability to pay ordinary and
preferred dividends is subject to certain restrictions.

Sources and Uses of Cash

Holding Company Liquidity

The potential sources of cash flows to Enstar as a holding company consist of cash flows from our subsidiaries
including dividends, advances and loans, and interest income on loans to our subsidiaries. We also utilize our credit
and loan facilities, and we have issued senior notes and preferred shares and guaranteed junior subordinated notes
issued by one of our subsidiaries.

On September 1, 2021, we acquired the obligations under Enhanzed Re's 5.50% Subordinated Notes due 2031
(the "2031 Subordinated Notes") which were issued to Allianz, Enhanzed Re's minority shareholder.

We use cash to fund new acquisitions of companies and significant new business. We also utilize cash for our
operating expenses associated with being a public company and to pay dividends on our preference shares and
interest and principal on loans from subsidiaries and debt obligations, including loans under our credit facilities, our
Senior Notes, our Junior Subordinated Notes and the 2031 Subordinated Notes (together with the Junior
Subordinated Notes, the "Subordinated Notes").

Under the eligible capital rules of the BMA, the Senior Notes qualify as Tier 3 capital and the Preferred Shares and
Subordinated Notes qualify as Tier 2 capital when considering the Bermuda Solvency Capital Requirements.

We may, from time to time, raise capital from the issuance of equity, debt or other securities as we continuously
evaluate our strategic opportunities. We filed an automatic shelf registration statement on August 17, 2020 with the
SEC to allow us to conduct future offerings of certain securities, if desired, including debt, equity and other
securities.

As we are a holding company and have no substantial operations of our own, our assets consist primarily of
investments in subsidiaries and our loans and advances to subsidiaries. Dividends from our (re)insurance
subsidiaries are restricted by (re)insurance laws and regulations, as described below. The ability of all of our
subsidiaries to make distributions and transfers to us may also be restricted by, among other things, other
applicable laws and regulations and the terms of our credit facilities and our subsidiaries’ bank loans and other
issued debt instruments.

U.S. Finance Company Liquidity

Enstar Finance is a wholly-owned finance subsidiary and is dependent upon funds from other subsidiaries to pay
any amounts due under the Junior Subordinated Notes. In addition, as noted above, we are a holding company that
conducts substantially all of our operations through our subsidiaries. Our only significant assets are the capital stock
of our subsidiaries. Because substantially all of our operations are conducted through our (re)insurance
subsidiaries, substantially all of our consolidated assets are held by our subsidiaries and most of our cash flow, and,
consequently, our ability to pay any amounts due under the guaranty of the Junior Subordinated Notes, is
dependent upon the earnings of our subsidiaries and the transfer of funds by those subsidiaries to us in the form of
distributions or loans.

In addition, the ability of our (re)insurance subsidiaries to make distributions or other transfers to Enstar Finance or
us is limited by applicable insurance laws and regulations, as described below. These laws and regulations and the
determinations by the regulators implementing them may significantly restrict such distributions and transfers, and,
as a result, adversely affect the overall liquidity of Enstar Finance or us. The ability of all of our subsidiaries to make
distributions and transfers to Enstar Finance and us may also be restricted by, among other things, other applicable
laws and regulations and the terms of our credit facilities and our subsidiaries’ bank loans and other issued debt
instruments.

Operating Company Liquidity

The ability of our (re)insurance subsidiaries to pay dividends and make other distributions is limited by the
applicable laws and regulations of the jurisdictions in which our (re)insurance subsidiaries operate, including
Bermuda, the United Kingdom, the United States, Australia and Continental Europe, which subject these
subsidiaries to significant regulatory restrictions.
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These laws and regulations require, among other things, certain of our (re)insurance subsidiaries to maintain
minimum capital requirements and limit the amount of dividends and other payments that these subsidiaries can
pay to us, which in turn may limit our ability to pay dividends and make other payments.

As of December 31, 2021, all of our (re)insurance subsidiaries’ capital requirement levels were in excess of the
minimum levels required.

Our subsidiaries’ ability to pay dividends and make other forms of distributions may also be limited by our
repayment obligations under certain of our outstanding credit facility agreements and other debt instruments.
Variability in ultimate loss payments may also result in increased liquidity requirements for our subsidiaries.

Our sources of funds primarily consist of cash and investment portfolios acquired on the completion of acquisitions
and new business, investment income earned, proceeds from sales and maturities of investments and collection of
reinsurance receivable.

Cash balances acquired upon the purchase of (re)insurance companies are classified as cash provided by investing
activities, whereas cash from new business is classified as cash provided by operating activities.

We expect to use funds acquired from cash and investment portfolios, collected premiums, collections from
reinsurance debtors, fees and commission income, investment income and proceeds from sales and redemptions of
investments to meet expected claims payments and operational expenses, with the remainder used for acquisitions
and additional investments. Cash provided by operating activities was positive for 2021 and 2020 as the cash from
new business and the sale of trading securities exceeded cash used in the purchase of trading securities, with the
net proceeds being used in the purchase of AFS securities and other investments included within investing cash
flows.

Overall, we expect our cash flows, together with our existing capital base and cash and investments acquired and
from new business, to be sufficient to meet cash requirements and to operate our business.

Cash Flows

The following table summarizes our consolidated cash flows provided by (used in) operating, investing and
financing activities.

2021 2020 Change
(in millions of U.S. dollars)

Cash provided by (used in):

Operating activities $ 3,801 $ 2,786 $ 1,015

Investing activities (2,573) (2,335) (238)

Financing activities (737) 118 (855)
Net cash flows from discontinued operations — (22) 22
Effect of exchange rate changes on cash 4 (6) 10
Net increase (decrease) in cash and cash equivalents 495 541 (46)
Cash and cash equivalents, beginning of year 1,373 971 402
Net change in cash of businesses held-for-sale 224 (139) 363
Cash and cash equivalents, end of year $ 2,092 $ 1,373 $ 719
Reconciliation to Consolidated Balance Sheets:
Cash and cash equivalents $ 1,646 $ 201 $ 745
Restricted cash and cash equivalents 446 472 (26)
Total cash, cash equivalents and restricted cash $ 2,092 $ 1,373 $ 719

Details of our consolidated cash flows are included in "ltem 8. Financial Statements and Supplementary Data -
Consolidated Statements of Cash Flows for the years ended December 31, 2021, 2020 and 2019" of this Annual
Report on Form 10-K.

2021 versus 2020: Cash and cash equivalents increased by $495 million in 2021 compared to $541 million during
2020.

2021: Cash and cash equivalents increased by $495 million in 2021, as cash provided by operating activities of $3.8
billion was partially offset by cash used in investing and financing activities of $2.6 billion and $737 million,
respectively.
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Cash provided by operations in 2021 was predominantly driven by:

(i) the cash inflows from net sales and maturities of trading securities of $3.1 billion, primarily driven by the InRe
Fund; and

(i) cash, restricted cash and cash equivalents from new business of $2.0 billion; partially offset by,

(iii) the timing of paid losses.

Cash used in investing activities in 2021 primarily related to:

(i) net purchases of AFS securities of $2.1 billion; and

(i) net subscriptions of other investments of $580 million; partially offset by

(iii) the impact of consolidating the opening cash and restricted cash balances of the InRe Fund of $574 million.

Cash used in financing activities in 2021 was attributable to share repurchases and preferred share dividends,
partially offset by the net receipt of loans of $242 million.

The change in cash of businesses held-for-sale is due to the disposal of Northshore.

2020: Cash and cash equivalents increased by $541 million in 2020, as cash provided by operating and financing
activities of $2.8 billion and $118 million, respectively, was partially offset by cash used in investing activities of $2.3
billion.

Cash provided by operations in 2020 was predominantly driven by:

(i) the proceeds from net sales and maturities of trading securities of $1.7 billion; and

(i) cash and restricted cash acquired in Run-off reinsurance transactions of $1.6 billion; partially offset by
(iii) the timing of paid losses.

Cash provided by financing activities in 2020 was primarily attributable to the net receipt of loans of $180 million,
partially offset by share repurchases and preferred share dividends.

Cash used in investing activities in 2020 was primarily related to net purchases of AFS securities of $1.9 billion and
net subscriptions of other investments of $380 million.

The change in cash of businesses held-for-sale was due to the disposal of StarStone U.S. and the classification of
the assets and liabilities of Northshore as held-for-sale as of December 31, 2020.

Investable Assets

We define investable assets as the sum of total investments, cash and cash equivalents, restricted cash and cash
equivalents and funds held. Investable assets were $21.7 billion as of December 31, 2021 as compared to $17.3
billion as of December 31, 2020, an increase of 25.7% primarily attributable to the Step Acquisition of Enhanzed Re
and significant new business in 2021.

Reinsurance Balances Recoverable on Paid and Unpaid Losses

As of December 31, 2021 and 2020, we had reinsurance balances recoverable on paid and unpaid losses of $1.5
billion and $2.1 billion, respectively.

Our (re)insurance run-off subsidiaries and assumed portfolios, prior to acquisition, used retrocessional agreements
to reduce their exposure to the risk of (re)insurance assumed. Previously, on an annual basis, StarStone
International, included within the Run-off segment from January 1, 2021, purchased a tailored outwards reinsurance
program designed to manage its risk profile. The majority of StarStone International's third-party reinsurance is with
highly rated reinsurers or is collateralized by letters of credit.

We remain liable to the extent that retrocessionaires do not meet their obligations under these agreements, and,
therefore, we evaluate and monitor concentration of credit risk among our reinsurers. Provisions are made for
amounts considered potentially uncollectible.
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Debt Obligations

We utilize debt financing and loan facilities primarily for funding acquisitions and significant new business,
investment activities and, from time to time, for general corporate purposes.

Our debt obligations as of December 31, 2021 and 2020 were as follows:

Origination Date Term 2021 2020
(in millions of U.S. dollars)

4.50% Senior Notes due 2022 March 10, 2017 5 years $ 280 $ 349
4.95% Senior Notes due 2029 May 28, 2019 10 years 495 494
3.10% Senior Notes due 2031 August 24, 2021 10 years 495 —

Total Senior Notes 1,270 843
5.75% Junior Subordinated Notes due 2040 August 26, 2020 20 years 345 345
5.50% Enhanzed Re's Subordinated Notes
due 2031 December 20, 2018 12.1 years 76 —

Total Subordinated Notes 421 345
EGL Revolving Credit Facility August 16, 2018 5 years — 185

Total debt obligations $ 1,691 § 1,373

Our debt obligations increased by $318 million from December 31, 2020, primarily due to the issuance of our 2031
Senior Notes and the Step Acquisition of Enhanzed Re, where we acquired the obligations under the 2031

Subordinated Notes partially offset by the repayment of our Revolving Credit Facility and our tender offer for a
portion of our 2022 Senior Notes.

On January 14, 2022, Enstar Finance issued $500 million of junior subordinated notes due 2042 that are
guaranteed by us.

Credit Ratings

The following table presents our credit ratings as of February 24, 2022:

Credit ratings ") Standard and Poor’s Fitch Ratings
Long-term issuer BBB (Outlook: Positive) BBB (Outlook: Positive)
2022 and 2029 Senior Notes BBB BBB-

2031 Senior Notes BBB- BBB-

2040 and 2042 Junior Subordinated Notes BB+ BB+

2031 Subordinated Notes Not Rated Not Rated
Series D and E preferred shares BB+ BB+

) Credit ratings are provided by third parties, Standard and Poor’s and Fitch Ratings, and are subject to certain limitations and disclaimers. For
information on these ratings. Refer to the rating agencies’ websites and other publications.

@ 2042 Junior Subordinated Notes issued on January 14, 2022,see Note 25 to our consolidated financial statements for further information.

Agency ratings are not a recommendation to buy, sell or hold any of our securities and may be revised or withdrawn

at any time by the issuing organization. Each agency's rating should be evaluated independently of any other
agency's rating®.

B For information on risks related to our credit ratings, refer to "ltem 1A. Risk Factors - Risks Relating to Liquidity and Capital Resources" and
"ltem 1A. Risk Factors - Risks Relating to Ownership of our Shares."
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Contractual Obligations

The following table summarizes, as of December 31, 2021, our future payments under material contractual
obligations and estimated payments for losses and LAE and future policyholder benefits for the Run-off and
Enhanzed Re segments by expected payment date. The table includes only obligations that are expected to be
settled in cash.

Short-term Long Term
Less than 1-3 3-5 6-10 More than
Total 1 Year years years years 10 Years

(in millions of U.S. dollars)
Operating Activities

Estimated gross reserves for losses and LAE (!

Asbestos $ 1,978 $ 181 $ 313 § 281 $ 422 $ 781
Environmental 380 47 64 56 86 127
General Casualty 3,499 340 420 717 1,326 696
Workers' compensation/personal accident 2,902 312 485 439 549 1,117
Marine, aviation and transit 525 155 154 80 83 53
Construction defect 132 25 35 23 27 22
Professional indemnity/ Directors & Officers 1,565 244 318 304 510 189
Motor 745 214 178 91 104 158
Property 435 151 160 58 48 18
Other 535 168 146 68 73 80
Total outstanding losses and IBNR 12,696 1,837 2,273 2,117 3,228 3,241
ULAE 421 69 85 65 92 110
Estimated gross reserves for losses and LAE for
the Run-off segment (" 13,117 1,906 2,358 2,182 3,320 3,351

Estimated gross reserves for losses and LAE
for the Enhanzed Re segment

Catastrophe 179 89 90 — — _
ULAE 3 1 2 — — —
Estimated gross reserves for losses and LAE
for the Enhanzed Re segment ! 182 90 92 — — —
Future policyholder benefits @ 1,639 62 161 145 275 996

Investing Activities
Unfunded investment commitments © 1,824 527 717 396 184 —
Financing Activities

Loan repayments (including estimated interest
payments) 2,471 354 130 129 1,327 531

Total $ 19,233 §$ 2939 § 3458 § 2,852 § 5,106 § 4,878

(" The reserves for losses and LAE represent management's estimate of the ultimate cost of settling losses. The estimation of losses is based on
various complex and subjective judgments. Actual losses paid may differ, perhaps significantly, from the reserve estimates reflected in our
consolidated financial statements. Similarly, the timing of payment of our estimated losses is not fixed and there may be significant changes in
actual payment activity. The assumptions used in estimating the likely payments due by period are based on our historical claims payment
experience and industry payment patterns, but due to the inherent uncertainty in the process of estimating the timing of such payments, there
is a risk that the amounts paid in any such period can be significantly different from the amounts disclosed above. The amounts in the above
table represent our estimates of known liabilities as of December 31, 2021 and do not take into account corresponding reinsurance
recoverable amounts that would be due to us. Furthermore, certain of the reserves included in the consolidated financial statements as of
December 31, 2021 were acquired by us and initially recorded at fair value with subsequent amortization, whereas the expected payments by
period in the table above are the estimated payments at a future time and do not reflect the fair value adjustment in the amount payable.

@ Future policyholder benefits recorded in our audited consolidated balance sheet as of December 31, 2021 of $1.5 billion are computed on a
discounted basis, whereas the expected payments by period in the table above are the estimated payments at a future time and do not reflect
a discount of the amount payable.

® Refer to "Unfunded Investment Commitments" in Note 24 to our consolidated financial statements for further details.
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We generally attempt to match the duration of our investment portfolio to the duration of our general liability profile.
We generally seek to maintain investment portfolios that are shorter or of equivalent duration to the liabilities in
order to provide liquidity for the settlement of losses and, where possible, to avoid having to liquidate longer-dated
investments. The settlement of liabilities also has the potential to accelerate the natural payout of losses and
policyholder benefits, which may require additional liquidity.

In addition to the contractual obligations noted in the table above, as of December 31, 2021, we have the right to
purchase the redeemable non-controlling interest (“RNCI”) related to StarStone International from the Trident V
Funds and Dowling Capital Partners |, L.P. and Capital City Partners LLC (collectively, the “Dowling Funds”) after a
certain time in the future (a "call right") and the RNCI holders have the right to sell their RNCI interests to us after a
certain time in the future (a "put right").

Off-Balance Sheet Arrangements

As of December 31, 2021, we have entered into certain investment commitments and parental guarantees®. We
also utilize unsecured and secured letters of credit (‘LOCs”) and a deposit facility’>. We do not believe it is
reasonably likely that these arrangements will have a material current or future effect on our financial condition,
changes in financial condition, revenues and expenses, results of operations, liquidity, cash requirements or capital
resources.

24 Refer to Note 24 to our consolidated financial statements for further details.
% Refer to Note 16 to our consolidated financial statements for further details.
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Critical Accounting Estimates

We believe the following accounting policies are most dependent on significant judgments and estimates used in
the preparation of our financial statements.

Losses and LAE

Run-off

Losses and LAE liabilities represent our best estimate of the ultimate remaining liability for unpaid losses and LAE
for incurred claims as of the balance sheet date. This includes provisions for claims that have been reported but are
unpaid at the balance sheet date (Outstanding Loss Reserves, or "OLR") and for obligations on claims that have
been incurred but not reported ("IBNR") at the balance sheet date. IBNR may also include provisions to account for
the possibility that reported claims may settle for amounts that differ from the established case reserves as well as
the potential for closed claims to re-open.

Establishing loss reserves can be complex and is subject to considerable uncertainty. Because a significant amount
of time can lapse between our assumption of the risk, the occurrence of a loss event, the reporting of the event to
us and the ultimate payment of the claim on the loss event, the liability for unpaid losses and LAE is based largely
upon estimates. Certain types of exposure, typically latent health exposures such as asbestos-related claims, have
inherently long reporting delays, in some cases many years, from the date a loss occurred to the manifestation and
reporting of a claim and ultimately until the final settlement of the claim, and that could impact the amount of
reliance we place on our actual historical data.

We use considerable judgment in the process of developing these estimates of loss reserves, which involves
considerable uncertainty in several areas, including use of actual or industry data for model inputs, and variability of
projection assumptions and judgements depending on product lines, coverage type, or policy year. We may record
additional estimates based upon our judgement as to the applicability of the facts, circumstances and external
environment to each portfolio.

As of December 31, 2021 and 2020, IBNR reserves (net of reinsurance balances recoverable) accounted for $6.8
billion, or 59.4%, and $4.1 billion, or 54.1%, respectively, of our total Run-off net losses and LAE reserves, excluding
ULAE?.

Our estimate of loss reserves for each portfolio generally relies on the following key judgments:
* The degree of reliance upon historic actual claims trends or industry data for claims trends.
* Separation of each portfolio into homogenous data sets, generally by line of business, or reserving class.

* Methods used in analyzing and projecting potential reserve positions and the mix of methods selected to form
an aggregate reserve position for each portfolio®’.

* Our degree of reliance or adjustment as a result of external factors such as economic conditions (inflation and
unemployment statistics), legal conditions (judicial rulings in each relevant jurisdiction) and social &
environmental factors (medical cost trends, changes in regulations or public health).

« Consideration of additional information such as changes in claims handling ac