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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K
FOR ANNUAL AND TRANSITION REPORTS
PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2013

or

(] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number 001-33289

ENSTAR GROUP LIMITED

(Exact name of registrant as specified in its cégrt

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

P.O. Box HM 2267
Windsor Place, 3rd Floor, 22 Queen Street
Hamilton HM JX
Bermuda
(Address of principal executive offices, includiig code)

Registrant’s telephone number, including area code(441) 292-3645
Securities registered pursuant to Section 12(b) d¢fie Act:

Title of Each Class Name of Each Exchange on Which Registere
Ordinary shares, par value $1.00 per sl The NASDAQ Stock Market LL(
Securities registered pursuant to Section 12(g) diie Act:
None

Indicate by check mark if the registrant is a vkelbwn seasoned issuer, as defined in Rule 4050b#dturities Act.  YedX] No O

Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®acl5(d) of the Act. YesO No
Indicate by check mark whether the registrant € filed all reports required to be filed by Secti® or 15(d) of the Securities Excha

Act of 1934 during the preceding 12 months (ordoch shorter period that the registrant was reduinefile such reports), and (2) has t
subject to such filing requirements for the pastf@s. YeskX No O

Indicate by check mark whether the registrant hdmrstted electronically and posted on its corpoiéeb site, if any, every Interacti
Data File required to be submitted and posted puntsto Rule 405 of RegulationTSduring the preceding 12 months (or for such grgrerioc
that the registrant was required to submit and poash files). Yes[Xl No [

Indicate by check mark if disclosure of delinquélgrs pursuant to Item 405 of RegulatiorkSis not contained herein, and will not
contained, to the best of registranknowledge, in definitive proxy or information ®ments incorporated by reference in Part lll a§
Form 10-K or any amendment to this Form 10-KI

Indicate by check mark whether the registrant lsrge accelerated filer, an accelerated filer, a-axcelerated filer, or a smaller repor
company. See the definitions of “large accelerdiled,” “accelerated filer” and “smaller reportingpmpany” in Rule 122 of the Exchancg
Act. (Check one):

Large accelerated fileilx] Accelerated filer (I Non-accelerated filer Smaller reporting company
(Do not check if a smaller reporting compée
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Actyes O No

The aggregate market value of the voting and ndmga@ommon equity held by naaffiliates, computed by reference to the closinigq
as of the last business day of the registrant'st maently completed second fiscal quarter, Jun@@83, was approximately $1.17 billion.
As of March 2, 2014, the registrant had outstandiBg903,380 voting ordinary shares and 2,725,637-voting convertible ordinal
shares, each par value $1.00 per share.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrarst’ definitive proxy statement to be filed with thec8rities and Exchange Commission pursual
Regulation 14A relating to its 2014 annual generakting of shareholders are incorporated by reéer@mPart 111 of this Form 10-K.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STAT EMENTS

This annual report and the documents incorporayeference contain statements that constitutevdod-looking statementstithin the
meaning of Section 21E of the Exchange Act, withpeet to our financial condition, results of opknas, business strategies, opere
efficiencies, competitive positions, growth oppaities, plans and objectives of our managemenuedisas the markets for our ordinary shi
and the insurance and reinsurance sectors in def¢aéements that include words such as “estirhgpegject,” “plan,” “intend,” “expect,”
“anticipate,” “believe,” “would,” “should,” “could, “seek,” “may” and similar statements of a futuoe forwardiooking nature identit
forward-looking statements for purposes of the faldeecurities laws or otherwise. All forwalabking statements are necessarily estimat
expectations, and not statements of historical, feeflecting the best judgment of our managememt &volve a number of risks a
uncertainties that could cause actual resultsfterdinaterially from those suggested by the forwamking statements. These forward lool
statements should, therefore, be considered in d¢ifyharious important factors, including those feeth in this annual report and the docum
incorporated by reference.

Factors that could cause actual results to diffatenially from those suggested by the forward laglstatements include:

* risks associated with implementing our businesgtesies and initiative:

« risks that we may require additional capital in filieire, which may not be available or may be @@ only on unfavorable tern
» the adequacy of our loss reserves and the neatjustsuch reserves as claims develop over 1

* risks relating to the availability and collectatyilof our reinsurance

» changes and uncertainty in economic conditiondudhg interest rates, inflation, currency exchangges, equity markets and crt
conditions, which could affect our investment palitf, our ability to finance future acquisitionscaour profitability;

» losses due to foreign currency exchange rate ftictos;

» increased competitive pressures, including theaatetion and increased globalization of reinsueapmviders

* emerging claim and coverage issL

» lengthy and unpredictable litigation affecting assaent of losses and/or coverage iss

» continued availability of exit and finality opportities provided by solvent schemes of arrangen

* loss of key personne

« the ability of our subsidiaries to distribute furtdsus and the resulting impact on our liquid

» changes in our plans, strategies, objectives, ¢apens or intentions, which may happen at any tihmanageme’s discretion
 operational risks, including system or human faituand external hazarc

« the risk that ongoing or future industry regulatdgvelopments will disrupt our business, or mangatinges in industry practices
ways that increase our costs, decrease our revenueguire us to alter aspects of the way we dinass

 risks relating to our acquisitions, including ounildly to successfully price acquisitions, evaluaigportunities, address operatic
challenges and support our planned gro

 risks relating to our ability to obtain regulatoampprovals, including the timing, terms and condisicof any such approvals, anc
satisfy other closing conditions in connection wotlr acquisition agreements, which could affectatility to complete acquisition

3
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risks relating to our life and annuities businéssluding mortality and morbidity rates, lapse mthe performance of assets to sug
the insured liabilities, and the risk of catastrioptvents;

risks relating to the active underwriting businassee have recently acquired or agreed to acquiauding unpredictability ar
severity of catastrophic events, failure of risknagement and loss limitation methods, the risk odtengs downgrade, cyclicality
demand and pricing in the insurance and reinsurarar&ets;

our ability to implement our strategies relatingtie active underwriting marke
risks relating to our ability to structure our istents in a manner that recognizes our liquidityds;
tax, regulatory or legal restrictions or limitat®applicable to us or the insurance and reinsurbusmess generall

changes in tax laws or regulations applicable torusur subsidiaries, or the risk that we or on®wf nonU.S. subsidiaries becol
subject to significant, or significantly increas@t;ome taxes in the United States or elsewt

changes in Bermuda law or regulation or the palitatability of Bermuda; an
changes in accounting policies or practic

The factors listed above should be not construeexasiustive and should be read in conjunction WithRisk Factors that are includ
in Item 1A below. We undertake no obligation tolighppupdate or review any forward looking stateremhether to reflect any change in
expectations with regard thereto, or as a resulh@fv information, future developments or otherwgseept as required by law.

4
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PART |

ITEM 1. BUSINESS
Company Overview

Enstar Group Limited, or Enstar, is a Bermimdased holding company that was formed in 2001 auwdne publicly traded in 2007. "
are listed on the NASDAQ Global Select Market unither ticker symbol “ESGR.Our primary operating subsidiaries are located énniuda
the United Kingdom, the United States, Australia avestern Europe.

Our primary corporate objective is growing our hebk value per share. We believe this is drivemprily by growth in our net earnin
which is in turn driven in large part by succedsfebmpleting new acquisitions, effectively managoompanies and portfolios of business
we have acquired, and executing on our active wvriterg strategies.

Our core focus is acquiring and managing insuraara reinsurance companies in mffi-and portfolios of insurance and reinsure
business in rumff, and providing management, consulting and osiggvices to the insurance and reinsurance indusinge our formation, v
have completed the acquisition of over 60 insuraante reinsurance companies and portfolios of imsgaand reinsurance business ant
now administering those businesses in run-off. Tihidudes 13 Reinsurance to Close, or “RITC” tratisms, with Lloyds of Londol
insurance and reinsurance syndicates in run-oférely the portfolio of run-off liabilities is trafesred from one Lloyd syndicate to anoth
In February 2013, we completed the acquisition eadBight Holdings, Inc., demonstrating our ability acquire an underperforming |
publicly quoted insurance company and place it into-off. Until 2013, all but one of our acquisiti® had been in the non-life rafi busines:
which for us generally includes property and cayualorkers’compensation, asbestos and environmental, constmuéfect, marine, aviatis
and transit, and other closed business.

While our core focus remains the acquisition andagement of non-life runff business, we have recently diversified our bes:
profile in two distinct ways: first, by significdgtincreasing our closed life and annuities busshesd second, by entering into the ac
underwriting business.

Following our March 2011 acquisition of a smalishibased closed life company, which was our first &ifguisition, we continued
review the closed life business, and during theoisécalf of 2012, we determined we would expand glabal runeff strategy to incluc
considering acquisitions of other closi#@-insurance companies. In September 2012, weeato acquire the closed U.S. life and annt
operations of HSBC Holdings plc (which we now rdfeas Pavonia), a transaction we completed on iMai¢ 2013.

We view the acquisition of these closed-life anduities businesses as a natural extension of ouoffibusiness, which has the poter
to provide us with a more regular earnings and fiashstream, which may, to a degree, counter sofitbe volatility inherent in our core non-
life run-off business over the long term. Given the différeconomic, operating and management dynamicsoskdl life business from ¢
other businesses, our strategy is to considerdutfe runoff acquisition opportunities in conjunction withstrategic partner or partners c
joint venture basis

During 2013, we also expanded Enstapperations into the active underwriting businegh the acquisition of Atrium Underwritir
Group Limited (or Atrium) on November 25, 2013, d@hd acquisition of Arden Reinsurance Company btdArden) on September 9, 2013
July 2013, we announced the acquisition of Torgsiiance Holdings Limited (or Torus), which we expecclose during the first quarter
2014.

Atrium’s wholly-owned subsidiary, Atrium Underwriters Ltd, manages underwrites specialist insurance and reinserénsiness f
Lloyd’'s Syndicate 609. Atrium’s whollpwned subsidiary, Atrium 5 Ltd, provides approxielat25% of the underwriting capacity and caj
to Syndicate 609, with the balance provided by iti@uhl Lloyd’'s Names. Arden provides reinsurance to Atrium 5. lttdough a
approximately 65% quota share reinsurance arrangeed is currently in the process of runningaafftain other discontinued businesses.
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Torus is an A- rated global specialty insurer vgithwholly-owned insurance vehicles, including Ldsyy Syndicate 1301.

We have entered the active underwriting businessonly to provide an additional earnings streant, ddso to enhance our ability
compete for non-life rueff and other acquisition targets by providing ogipoities for us to offer renewal rights or losgtfaio reinsuranc
transactions in connection with these transactisich may be attractive to certain vendors or pi@sent alternative ways in which propc
transactions can be structured. Atrium was andive opportunity to us primarily because of itsllekl underwriting and management te:
and strong historical performance at LlaydTorus is a young company, formed in 2008, wiiah grown significantly but generally at
expense of its profitability. We believe Torus dana successful global business following acqoisitvith a shift in its strategy to concent
on profitable lines, reduce costs and enhance nesnegt.

While we believe the management of claims and obofrexpenses are Enstaicore competencies, active underwriting is a nguogurt
for us. Accordingly, we have partnered with thed€rit V funds (managed by Stone Point Capital LIrtthe acquisitions of Atrium, Arden a
Torus, with Enstar taking 60% equity interests andent V taking 40% equity interests in each teati®n. Stone Point Capital is a finan
services-focused private equity firm that has sigamnt experience investing in insurance and reguiste companies and other insurarelatec
businesses, which we believe will be valuable asthactive underwriting joint ventures.

Following our expansion into closed life roff and active underwriting, we now have the foliog/three segments of business tha
each managed, operated and reported on differéntlyon-life run-off; (ii) life and annuities; an(i) active underwriting.

Strategy
We aim to maximize our growth in net book value giggire by using the following strategies:

» Solidify Our Leadership Position in the Run-Off Metr by Leveraging Management’'s Experience and Reaktiips. We continue 1
utilize the extensive experience and significatdtienships of our senior management team to $plalir position as a leading rwoff
acquirer, which we expect will generate future gitoapportunities for us

» Professionally Manage Claim We manage claims made against companies atilp® we own or manage in a professional
disciplined manner, relying on our in-house expertas we seek to dispose of risks expeditiouslycasteffectively. We pay vali
claims on a timely basis, while relying on wdticumented policy terms and exclusions where agigliicand litigation when necess
to defend against paying invalid claims under @xispolicies and reinsurance agreeme

» Commute Assumed Liabilities and Ceded Reinsurasseté&. Using detailed claims analysis and actuariajgations, we negotia
with the policyholders of the insurance and reiagae companies or portfolios we own or manage avigloal of commuting insurar
and reinsurance liabilities for one or more agregon payments at a discount to the ultimate lighbi

» Engage in Highly Disciplined Acquisition, Managern@and Reinsurance Practices across our Diverse fBliot of Loss Reserve

We utilize a disciplined approach designed toimize risk and increase the probability of pagtoperating results from compar

and portfolios we acquire or manage, being higleledive in reviewing potential acquisition targarsd management engagem
and focusing our investigation on risk exposur&snts practices and reserve requireme

» Profitably Underwrite Selected Specialty Lines &itilize our Active Underwriting Platforms to Enhan&uture Opportunities. We
selectively underwrite in chosen specialty lineserehwe believe we can operate with competitive athges, focusing on balanc
risk exposures and selectively growing organicalyhere strategically beneficial, we will seek tadlizé our active underwritin
platforms in ways that will help us achieve futgrewth opportunities in our r-off business
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* Prudently Manage Investments and Capi In managing our investments and deploying @pitel, we strive to achieve supe
risk-adjusted returns with the objective of maximgdg profitability and longterm growth in shareholder value, while recognizing
liquidity needs for future liabilities. We manageranvestments in a manner that attempts to cderélee maturity and duration of ¢
investment portfolio to our general liability prigfi We manage our capital by aiming to deploy ead@ificiently to acquisitions and
establish adequate loss reserves that we belidvpratect against future adverse developme

Recent Transactions

Our transactions take the form of either acquis#iof companies or portfolio transfers, where as@iance contract transfers risk fi
the insurance or reinsurance company to one ofcoumpanies. Acquisitions and portfolio transferssdafeferred to asstgnificant nev
business”) completed since the beginning of 20&loatlined below.

Acquisitions

The table below sets forth a summary of acquisitithat we have completed in the last three yeaaseoin the process of completing. |
a more detailed explanation of these acquisiticefer to “Note 3 — Acquisitionsih the notes to our consolidated financial statesarciudec
within Item 8 of this Annual Report on Form 10-K.

Acquisitions (2011- Present)
Goodwill/(Gain
Fair Value of Net

on Bargain
Company Name Date of Completion Purchase Price Assets Acquired Purchase) Segment Primary Nature of Business
Signed but not yet complete
Torus Insurance Holdings Limitd® expected first quart $692.0 million(®  valuation pendin N/A Active Underwriting Global specialty insurer and Lloyd’s
Syndicate 1301
2014
Completed
Atrium Underwriting Group November 25, 2013  $158.0 million $119.2 million $38.8 million Active Underwriting ~ Managing agent for Lloyd’s Syndicate
Limited @) 609, a global specialty insurer; provit
25% of syndicaf's capital
Arden Reinsurance Company September 9, 2013 $79.6 million $79.6 million Nil Active Underwriting®) U.S. casualty, credit and surety
Limited (1) insurance; quota share provider to
Atrium
The Pavonia Companies March 31, 2013 $155.6 million $155.6 million Nil Life and Annuities U.S. and Canadian closed life
insurance, reinsurance and annui
SeaBright Holdings, Inc February 7, 201 $252.1 million $252.1 million Nil Non-life Rur-off U.S. worker’ compensation insuran
Clarendon Holdings, Inc. July 12, 2011 $219.1 million $219.1 million Nil Non-life Run-off U.S. general liability and workers’
compensation insurant
Laguna Life Limitec March 25, 201: $21.2 million $34.3 million $(13.1) million Life and Annuities Irish closed life insuranc

(1) Enstar has a 60% interest in the acquired companitssthe Trident V funds (or Trident) owning a%0nterest. Trident is a holder of approximately98.of our voting ordinary shar
outstanding. James D. Carey, a senior princip&tofie Point Capital LLC (the manager of Triderg)yves as a member of our Board of Direct

(2) Enstar has agreed to fund its share of thehasee price through the issuance of 2,612,346 slatesh will consist of a combination of voting andn-voting shares) and the payment
of $69.2 million in cash

(3) Arden is considered part of our active undeimgisegment with respect to its quota share reamse provided to Atrium, and is considered padwfnon-life run-off segment with
respect to its discontinued insurance busir
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Significant New Business

The table below sets forth a summary of signifiaaw business transactions that we have signedropleted in the last three years.
a more detailed explanation of these transacticefer to “Note 4 — Significant New Businessi the notes to our consolidated finan
statements included within Item 8 of this AnnuapBe on Form 10-K.

Significant New Business (201- Present)

Liabilities
Assumed /
Assets
Portfolio Name Date of Completion Acquired Segment Primary Nature of Business
Signed but not yet complete
Reciprocal of America (in Receivership) expected second quarter  $169.0 million Non-life Run-off U.S. workers’ compensation insurance
2014

Completed
Lloyd's RITC— Shelbourne January 1, 201 $25.3 million Nor-life Rur-off Worldwide property and U.K. liability insuran
Lloyd's RITC— Shelbourne January 1, 201 $51.4 million Nor-life Rur-off U.K. motor insuranc
American Physicians Assurance April 23, 2013 $35.3 million Non-life Run-off U.S. workers’ compensation insurance

Corporation/APSpecialty Insurance

Company
Claremont Liability Insurance Company August 6, 2012/ $38.0 million Non-life Run-off U.S. construction defect reinsurance

December 17, 201

Zurich Insurance Company — Danish June 30, 2012 $60.0 million Non-life Run-off Danish disability insurance and commercial reinsocea

Branch
Lloyd’s RITC— Shelbourne January 1, 201 $116.5 million Nortlife Rur-off Worldwide property and liability reinsuran
Lloyd’s RITC— Shelbourne December 31, 201 $313.3 million Nortlife Rur-off U.K. property and liability insuranc
Insurance Australia Grou(t) September 20, 201 $10.0 million Nonr-life Rur-off International reinsuranc
Claremont Liability Insurance Compa September 1, 201 $22.5 million Nor-life Rur-off U.S. construction defect reinsurar
Lloyd’'s RITC — Shelbourne February 28, 2011 $129.6 million Non-life Run-off Worldwide marine and non-marine property and cagual

insurance

(1) Enstar has a 70% economic interest in the acqooetanies, with J.C. Flowers Fund Il, L.P ownir@0&b6 noi-voting economic interes

Operating Segments

We have three business segments: (i) non-lifeoffinii) life and annuities, and (iii) active unaeriting. These segments are descr
below. For additional information and financial @aaeélating to our segments, see “ltem 7. Managemériscussion and Analysis of Finan
Condition and Results of Operations — Segment Rewgdrbeginning on page 83 and “Note 22 — Segmaeifrmation”in the notes to o
consolidated financial statements included wittém 8 of this Annual Report on Form 10-K.
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The below chart highlights the percentage of thgreggate total of our gross losses and loss adjustempense liabilities and poli
benefits for life and annuity contracts accountadly each of our segments:

Total Reserves by Segment as at December 31,
2013 (including Life Reserves)

Non-life min-off
@ Life and annuities

-'ﬂ 1004 W Active underwriting #

7200

* Enstar has a 60% interest in the companies wittérattive underwriting segment, with Trident ownihg remaining 40%

Non-life Run-off

Our non-life run-off segment comprises the operetiof our subsidiaries that are running off theaperty and casualty and other nde-
lines of business. It also includes our smaller ag@ment business, in which we manage theoffiportfolios of third parties through c
service companies.

In the primary (or direct) insurance business,itiseirer assumes risk of loss from persons or orgéioins that are directly subject to
given risks. In the reinsurance business, the weémsagrees to indemnify an insurance or reins@ammpany, referred to as the cel
company, against all or a portion of the insuranigles arising under the policies the ceding compaay written or reinsured. When an ins
or reinsurer stops writing new insurance busineiiser entirely or with respect to a particulaeliof business, the insurer, reinsurer, or the
of discontinued business is in run-off.

The insurance industry continues to experienceifsignt consolidation. As a result of this consalidn and other factors, the remair
participants in the industry often have portfoliok business that are either inconsistent with tleeire competency or provide exces
exposure to a particular risk or segment of theketai.e., workers compensation, property/casuashestos, environmental, director
officer liability, etc.). These nonere and/or discontinued portfolios are often aigded with potentially large exposures and lendiiye
periods before resolution of the last remainingiiad claims, resulting in significant uncertaintytihe insurer or reinsurer covering those r
These factors can distract management, drive updbieof capital and surplus for the insurer onsarer, and negatively impact the insuseni
reinsurers credit rating, which makes the disposal of theamted company or portfolio an attractive optiottefatively, the insurer may wi
to maintain the business on its balance sheetpgetivert significant management attention to the-off of the portfolio. The insurer
reinsurer, in either case, is likely to engagei@ tparty that specializes in rwff management, such as us, to purchase or mahagmmpan
or portfolio in run-off.

In the sale of a company in raff, a purchaser, such as us, may pay a discoutitetdook value of the company based on the
assumed and the relative value to the seller dbnger having to manage the company in offt-Such a transaction can be beneficial tc
seller because it receives an fopat payment for the company, eliminates the nfeedts management to devote any attention to fthpade:
company and
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removes the risk that the established reservetetkta the rursff business may prove to be inadequate. The ssllalso able to redeploy
management and financial resources to its corebsses.

In some situations, an insurer or reinsurer mayhwe divest itself of a portfolio of nooere legacy business that may have
underwritten alongside other ongoing core busitleasthe insurer or reinsurer does not want toadispof. In such instances, we are ab
provide economic finality for the insurer or reinsuby providing a loss portfolio reinsurance cantrto protect the insurer or reinsurer agi
deterioration of the non-core portfolio of losser®s.

Alternatively, if the insurer or reinsurer hireshird party, such as us, to manage its offrbusiness, the insurer or reinsurer will, unlik
a sale of the business, receive little or no cgsfrant. Instead, the management arrangement neajder that the insurer or reinsurer will ret
the profits, if any, derived from the run-off wittertain incentive payments allocated to the runredihager. By hiring a ruoff manager, th
insurer or reinsurer can outsource the managenfetiteorunoff business to experienced and capable individualgle allowing its ow
management team to focus on the insurer’s or regn'sucore businesses.

Overall, the focus of our non-life run-off segmestto acquire new companies or portfolios in nffi-and to effectively manage t
business previously acquired, in each case in WaatsSurther our primary corporate objective.

Acquisition Process

We evaluate each acquisition opportunity presefgdcarefully reviewing the portfolig’ risk exposures, claim practices, res
requirements and outstanding claims, and may seelppropriate discount and/or seller indemnifigatio reflect the uncertainty containec
the portfolio’s reserves. Based on this initial analysis, wedstermine if a company or portfolio of business ldoadd value to our curre
portfolio of run-off business. If we determine tarpue the purchase of a company in offf-we then proceed to price the acquisition
manner we believe will result in positive operatimgults based on certain assumptions includinthout limitation, our ability to favorab
resolve claims, negotiate with direct insureds i@idsurers, and otherwise manage the nature afskeposed by the business.

At the time we acquire a company in rafi; we estimate the fair value of liabilities adea based on external actuarial advice, as w
our own views of the exposures assumed. While we &éarger share of our total return on an actjaisirom disciplined claims managem
and/or commuting the liabilities that we have asstipwe also try to maximize reinsurance recovenethe assumed portfolio of business.

Run-off Management

Following the purchase of a company in run-offasguisition of a portfolio of business in roff; or a new consulting engagemen
manage a company in run-off or portfolio of busiese strive to conduct the rwrff in a disciplined and professional manner inesrtt
efficiently discharge the liabilities associatedtwthe business while preserving and maximizingagsets. Our approach to managing
acquired companies and portfolios of businessraff, as well as run-off companies or portfolidsbaisinesses we manage on behalf of thir
party clients, includes, where possible, negofigptiith thirdparty insureds and reinsureds to commute theiramse or reinsurance agreen
(sometimes called policy buy-backs) for an agrepdnuup-front payment by us, or the thpdrty client, and to more efficiently mani
payment of insurance and reinsurance claims. Wematt to commute policies with direct insureds angereds in order to elimine
uncertainty over the amount of future claims. Cortatians and policy bupacks provide an opportunity for the company td exposures 1
certain policies and insureds generally at a disttuthe ultimate liability and provide the ahjliio eliminate exposure to further losses. St
strategy also contributes to the reduction in #rgth of time and future cost of the run-off.

In certain lines of business, such as direct watkeompensation insurance, commutations and pdiicyback opportunities are r
typically available and our strategy with respectitese businesses is to derive value througheitiand effective management of claims.

10
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An integral factor to our success is our ability analyze, administer, manage and settle claimsrataded expenses, such as
adjustment expenses. Our claims teams are locateifferent offices within our organization and piee global claims support. We h:
implemented effective claims handling guidelinesngl with claims reporting and control procedureslinof our claims units. All clair
matters are reviewed regularly, with all materii@iras matters being circulated to and authorizedrtanagement prior to any action be
taken in furtherance of our goal of appropriatedydiling claims and reporting them in accordancé witr guidelines. Our claims managen
processes also include utilizing our extensivetia@iahips and developed protocols to more effitjenmtanage outside counsel and other 1
parties, thereby reducing expenses. With respeceti@in lines of business, we have arrangemertts third-party administrators to manz
and pay claims on our subsidiariéghalf and advise with respect to case reservesseragreements generally set forth the dutieseofhtinc
party administrators, limits of authority, indemo#tion language designed for our protection angoua procedures relating to complia
with laws and regulations. These arrangements B@ subject to review by our relevant claims deparits, and we monitor the
administrators on an ongoing basis.

Following the acquisition of a company in run-aif, acquisition of a portfolio of business in raff; or new consulting engagement,
will spend time analyzing the acquired exposures r@msurance receivables on a policyholdempblieyholder basis in order to identify the
we wish to approach to discuss commutation or pdiiay-back. In addition, we will often be approached lligyholders or reinsure
requesting commutation or policy bisgck. We then carry out a full analysis of the utyileg exposures in order to determine the viapitif &
proposed commutation or policy bimack. From the initial analysis of the underlyingpesures it may take several months, or even \
before a commutation or policy bipack is completed. In a number of cases, if we thedpolicyholder or reinsurer are unable to rez
commercially acceptable settlement, the commutadiopolicy buyback may not be achievable, in which case we wifitinue to settle val
claims from the policyholder, or collect reinsuraneceivables from the reinsurer, as they becoree du

Certain insureds and reinsureds are often willmgc@mmute with us, subject to receiving an accdptabttlement, as this provic
certainty of recovery of what otherwise may bermkathat are disputed in the future, and often glewia meaningful ufsent cash receipt th:
with the associated investment income, can profudes to meet future claim payments or even comtiutaof their underlying exposu
Therefore, subject to negotiating an acceptabldesstnt, our insurance and reinsurance liabiliied reinsurance receivables are able
either commuted or settled by way of policy buyltbager time.

With regard to reinsurance recoverables, we maoagk flow by working with reinsurers, brokers amdfgssional advisors to achie
fair and prompt payment of reinsured claims, takamgpropriate legal action to secure receivablesrevihecessary. We also attempt w|
appropriate to negotiate favorable commutations witr reinsurers by securing a lump sum settlerfrent reinsurers in complete satisfact
of the reinsures past, present and future liability in respecswéh claims. Properly priced commutations redueesttpense of adjusting dir
claims and pursuing collection of reinsurance,izeasavings, remove the potential future volatilifyclaims and reduce required regula
capital.

Consulting Services

We provide consultancy services to third partiethainsurance and reinsurance industry primahifguagh our subsidiaries, the Crann
companies, Enstar Limited, Enstar (US), Inc., Kiedarokers Limited and Shelbourne Syndicate Sesvicenited. The services we prov
range from full-service incentive-based or fixe@ feinoff management to bespoke solutions such as claispection, claims validatio
reinsurance asset collection and IT consultingisesv Paladin Managed Care Services, Inc., acquiréde SeaBright transaction, provi
medical bill review, utilization review, physiciamase management and related services in the wbdampensation area. In addition to third.
party engagements, our consultancy companies alform these services imsuse for our Enstar companies, using their exgeett assist
managing our run-off portfolios and performing eértdue diligence matters relating to new acquisti
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Reserves for Unpaid Losses and Loss AdjustmennE&pe

Applicable insurance laws and regulations and gdlyeaccepted accounting practices require us tintaia reserves to cover ¢
estimated losses under insurance policies that awe lassumed and for loss adjustment expenses, Br tdlating to the investigatic
administration and settlement of policy claims. QAE reserves consist of both reserves for allatétss adjustment expenses, or ALAE,
for unallocated loss adjustment expenses, or ULNEAE are linked to the settlement of an individeddim or loss, whereas ULAE reserv
based on our estimates of future costs to admirtis¢eclaims.

We and our subsidiaries establish losses and LA&rves for individual claims by evaluating reportéalms on the basis of:
» our knowledge of the circumstances surroundingthien;

 the severity of the injury or damag

« the jurisdiction of the occurrenc

« the potential for ultimate exposul

 the type of loss; an

« our experience with the line of business and pghicwisions relating to the particular type of ofa

Because a significant amount of time can lapse éatvthe assumption of risk, the occurrence of adognt, the reporting of the ever
an insurance or reinsurance company and the ukipa@yment of the claim on the loss event, thelitgfor unpaid losses and LAE is ba:
largely upon estimates. Our management must ussadarable judgment in the process of developingdhestimates. The liability for unp
losses and LAE for property and casualty busineslides amounts determined from loss reports oivithehl cases and amounts for los
incurred but not reported, or IBNR. Such reseriesluding IBNR reserves, are estimated by managéfnased upon loss reports rece
from ceding companies, supplemented by our owmestis of losses for which no ceding company lgssrts have yet been received.

In establishing reserves, management also consattusirial estimates of ultimate losses. Our inddpat actuaries employ gener.
accepted actuarial methodologies and procedurestimate ultimate losses and loss adjustment egpe@ur loss reserves are largely rel
to casualty exposures and include latent expospriegarily relating to asbestos and environmentaldescussed below. In establishing
reserves for unpaid claims, management considets €arrently known and the current state of the dad coverage litigation. Liabilities ¢
recognized for known claims (including the cost refated litigation) when sufficient information hdsen developed to indicate
involvement of a specific insurance policy, and aggment can reasonably estimate its liability.dditon, reserves are established to ¢
loss development related to both known and unassetaims.

The estimation of unpaid claim liabilities is sutfj@o a high degree of uncertainty for a numbereafsons. Unpaid claim liabilities
property and casualty exposures in general aredtmmpgaby changes in the legal environment, jury a@samedical cost trends and gen
inflation. Moreover, for latent exposures in pastar, developed case law and adequate claims hidtonot exist. There is significant cover
litigation involved with these exposures which ¢esafurther uncertainty in the estimation of thabliities. Therefore, for these types
exposures, it is especially unclear whether pasitncexperience will be representative of futurdnol@xperience. Ultimate values for si
claims cannot be estimated using reserving teclesighat extrapolate losses to an ultimate basisgusiss development factors, and
uncertainties surrounding the estimation of ungééim liabilities are not likely to be resolvedtime near future. There can be no assuranc
the reserves established by us will be adequateilbnot be adversely affected by the developmehnotber latent exposures. The actus
methods used to estimate ultimate loss and ALABorlatent exposures are discussed below.

For the norlatent loss exposures, a range of traditional khesgelopment extrapolation techniques is appliedremental paid ar
incurred loss development methodologies are thdé ouwemonly used methods. Traditional
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cumulative paid and incurred loss development ndshare used where inceptiondate, cumulative paid and reported incurred
development history is available. These methodsrassthat groups of losses from similar exposurdkindgrease over time in a predicta
manner. Historical paid and incurred loss develapregperience is examined for earlier underwritpegrs to make inferences about how
underwriting years’ losses will develop. Where campspecific loss information is not available or netiable, industry loss developm
information published by reliable industry soursash as the Reinsurance Association of Americarnsidered.

The reserving process is intended to reflect thgarhof inflation and other factors affecting Igsgyments by taking into account char
in historical payment patterns and perceived trehltsvever, there is no precise method for the sylseat evaluation of the adequacy of
consideration given to inflation, or to any othpesific factor, or to the way one factor may affanbther.

The loss development tables below show changesuionon-life runeff segment, in our gross and net loss reservesiisequent yee
from the prior loss estimates based on experiescefahe end of each succeeding year. The estiimaitecreased or decreased as r
information becomes known about the frequency anerity of losses for individual years. A redundameeans the original estimate \
higher than the current estimate; a deficiency mehat the current estimate is higher than theraligestimate. The “Reserve redundaniigé
represents, as of the date indicated, the differ&etween the latest re-estimated liability andréserves as originally estimated.
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Gross Losses and Los

December 31

Adjustment Expense

Reserves 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
(in thousands of U.S. dollars

Reserves assum $381,53: $1,047,31. $806,55¢ $1,214,41° $1,591,44! $2,798,28 $2,479,131 $3,291,27' $4,272,08 $3,650,12° $4,004,51.

1 year late 365,91+ 900,27  909,98: 1,227,42 1,436,05. 2,661,001  2,237,12. 3,057,03. 3,980,81  3,447,37

2 years late 284,58. 1,002,77. 916,48( 1,084,85. 1,358,900 2,422,29  2,039,14  2,907,95  3,760,33!

3 years late 272,53 1,012,48  853,13¢ 1,020,75  1,284,30. 2,24555 1,943,12  2,748,70

4 years late 243,69: 953,83« 778,21t 949,59! 1,235,998  2,160,14. 1,878,60!

5 years late 216,87! 879,50  733,15: 905,04 1,216,98 2,110,71

6 years late 204,87! 835,48( 717,41: 889,68.  1,206,09

7 years late 195,79! 820,16¢ 715,57 881,41t

8 years late 190,28: 819,01t 719,86

9 years late 188,83: 823,42¢

10 years late 186,42}

Reserve redundanc $195,10¢ 223,88 $86,69: $ 333,000 $ 38535t $ 687,57 $ 600,53( $ 542,56° $ 511,68. $ 202,75. $ —

December 31

Gross Paid Losse: 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
(in thousands of U.S. dollars

1 year late $ 19,26( 110,19: $117,66¢ $ 90,18 $ 407,69: $ 364,44( $ 377,15¢ $ 430,28 $ 699,48 $ 463,05. $ —

2 years late 43,08: 226,22! 198,40 197,75: 575,52: 727,20! 575,81« 808,21 1,091,51

3 years late 61,71¢ 305,91:  268,54: 353,03: 688,94t 912,40: 768,82¢  1,050,86:

4 years late 75,60¢ 375,76.  402,13: 423,73: 726,33:  1,095,60: 898,64:

5 years late 87,27« 509,31¢ 442,62 455,41: 772,07 1,216,76:

6 years late 101,95¢ 549,03:  458,53: 481,11« 822,09:

7 years late 108,90: 564,900 477,45t 527,80:

8 years late 111,35( 583,22! 515,76

9 years late 113,63¢ 621,41t

10 years late 117,43(

Net Losses and Los

Adjustment Expense December 31

Reserves 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
(in thousands of U.S. dollars

Reserves assum $230,15! 736,660 $593,16( $ 872,25¢ $1,163,48" $2,403,71. $2,131,40! $2,765,83 $2,889,07' $2,773,90 $2,882,98!

1 year late 220,71. 653,03¢  590,15: 875,63t 1,034,558 2,216,920 1,851,26: 2,533,71l1 2,731,21' 2,524,224

2 years late 164,31¢ 652,19!  586,05¢ 753,55. 950,73¢ 1,940,47. 1,673,992 2,422,81  2,486,40

3 years late 149,98( 649,35! 532,80« 684,99¢ 874,96. 1,783,37. 1,596,531 2,274,20.

4 years late 136,61: 600,93¢  454,93: 611,18: 816,03¢ 1,719,19! 1,527,35!

5 years late 108,66t 531,66t  408,27( 557,10¢ 797,81' 1,664,37

6 years late 104,12 485,39. 388,47: 543,05: 782,67t

7 years late 92,97: 466,30:  385,41( 531,27¢

8 years late 87,45 464,06(  386,12¢

9 years late 85,42¢ 464,89¢

10 years late 82,67

Reserve redundanc $147,48: 271,76. $207,03: $ 340,98 $ 380,80¢ $ 739,33 $ 604,05! $ 491,63: $ 402,67 $ 249,66( $ —

Year Ended December 31

Net Paid Losse: 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
(in thousands of U.S. dollars

1 year late $ 11,35« 78,48t $ 79,39¢ $ 43,89¢ $ 112,32: $ 247,820 $ 250,63 $ 313,64: $ 326,11( $ 209,22:

2 years late 6,31z 161,17¢  125,27. (70,43() 243,14t 480,10: 381,82( 601,02¢ 471,19

3 years late 9,161 206,35 (14,150 58,22¢ 324,73! 603,87! 530,84! 805,02(

4 years late (1,8079) 67,19. 102,77¢ 108,10¢ 347,21! 752,31t 640,97

5 years late 2,51t 184,15( 132,40 128,56 376,67: 857,60!

6 years late 11,34¢ 212,82;  143,25. 150,41. 419,38:

7 years late 11,80¢ 223,94«  158,50: 191,82

8 years late 13,46: 238,65¢ 191,58¢

9 years late 14,12: 271,64

10 years late 17,43(
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The following table provides a reconciliation oéthability for losses and LAE, net of reinsuramegled for our non-life run-off segment:

Years Ended December 31, 201

2013 2012 2011
(in thousands of U.S. dollars’

Balance as at Januan® $3,650,12 $4,272,08: $3,291,27!
Less: total reinsurance reserves recover 876,22( 1,383,00: 525,441
2,773,90 2,889,07! 2,765,83!

Net increase (reduction) in ultimate losses and &mjustment expen:

liabilities:
Current perioi 74,13¢ — —
Prior period: (257,119 (237,95 (293,46
Total net reduction in ultimate losses and lossistdjent expense
liabilities (182,979 (237,95) (293,46))
Net losses paic

Current perioi (20,65¢€) — —
Prior period: (360,21 (314,529 (288,17
Total net losses pa (370,87() (314,52% (288,17
Effect of exchange rate movemt 4,93¢ 14,83 (7,987
Acquired on purchase of subsidiar 557,47t — 600,04t
Assumed busines 100,50¢ 422 47t 112,82:
Net balance as at December 2,882,98! 2,773,90 2,889,07!
Plus: total reinsurance reserves recover 1,121,53, 876,22( 1,383,00:
Balance as at December $4,004,51. $3,650,12 $4,272,08;

(1) We reclassified $11.0 million of reserves acquioedpurchase of subsidiaries previously recorde®Oibl to policy benfits for life ar
annuity contracts. In addition, we have reclasgifi@tstanding losses and loss adjustment expefi$isl® million and $10.8 million -
policy benefits for life and annuity contracts as January 1, 2013 and 2012, respectively, to comfdo the current peric
presentation. These amounts are associated withnlaagvhich now forms part of our life and annuitssgment that was establis
following the acquisition of the Pavonia compan

In the table above, net reduction in ultimate lessed loss adjustment expense liabilities represgmnges in estimates of prior pe
net losses and loss adjustment expense liabiliti@sprising net incurred loss movements during teeod and changes in estimates of
IBNR liabilities. Net incurred loss movements dgrithe period comprise increases or reductions étifip case reserves advised during
period to us by our policyholders and attorneysbwrus to our reinsurers, less claims settlemerdaderduring the period by us to
policyholders, plus claim receipts made to us by reinsurers. Prior period estimates of net IBN&bilities may change as our manager
considers the combined impact of commutations,cgatiuybacks, settlement of losses on carried reservesttendrend of incurred lo
development compared to prior forecasts.

Commutations provide an opportunity for us to eposures to entire policies with insureds andsteids, often at a discount to
previously estimated ultimate liability. Commutattoare beneficial to us as they extinguish liabgiand reduce the potential for future adv
loss development. All prior historical loss devetogt that relates to commuted exposures is eliméh&d produce revised historical |
development for the remaining neommuted exposures. Our independent actuaries apply actuarial methodologies to the remai
aggregate exposures and revised historical los®lg@went information to reassess their estimatesulbimate liabilities, and, aft
management’s review of and, if necessary, adjudsterthose estimates, we reassess our estimiB&IBf reserves.
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Policy buybacks provide an opportunity for us to settle ifdiial policies and losses usually at a discourmtivied advised loss resen
As part of our routine claims settlement operatiaiaims will settle at either below or above tlred advised loss reserve. The impas
policy buybacks and the routine settlement of claims updhigterical loss development information to whichiuaeial methodologies &
applied often resulting in revised estimates ofmdte liabilities. Our actuarial methodologies umé¢ industry benchmarking which, un
certain methodologies compares the trend of o development to that of the industry. To the extbat the trend of our loss developn
compared to the industry changes in any periad likely to have an impact on the estimate ofnuitte liabilities.

The following table provides a reconciliation beémenet reserve redundancy per the loss developimangle on page 14 and total
reduction in ultimate losses and loss adjustmepeese liabilities in our non-life ruoff segment for the years ended December 31, Z0&
and 2011:

Years Ended December 31

2013 2012 2011
(in millions of U.S. dollars)

Net reserve redundan $249.% $157.¢ $232.1
Foreign exchange moveme (0.2 14.¢ (8.0
Net reduction in ultimate losses and loss adjustragpense liabilities relating to companies andfpbos

acquired during the ye: 13.4 (2.2) 18.C
Premium and commission adjustments triggered byried losse (5.9 22.€ 28.¢
Claremont novation settleme — 44.¢ 22.5
Net reduction in ultimate losses and loss adjustraepense liabilitie: $257.1 $238.( $203.t

Information regarding net reduction in ultimatedes and loss adjustment expense liabilities fomourlife runeff segment is discuss
further in “ltem 7. Management’s Discussion and Ksis of Financial Condition and Results of Opermas — Results of Operations
Segment — Non-Life Run-Off Segment.”

General A&E Exposures

A number of our subsidiaries wrote general liapifiblicies and reinsurance (prior to their acqigsitby us) under which policyholdt
continue to present asbestos-related injury clants claims alleging injury, damage or clagn-costs arising from environmental polluti
These policies, and the associated claims, arereeféo as A&E exposures. The vast majority of ¢helmims are presented under poli
written many years ago.

There is a great deal of uncertainty surroundingeAdaims. This uncertainty impacts the ability w$urers and reinsurers to estimate
ultimate amount of unpaid claims and related LARe Thajority of these claims differ from any othgpe of claim because there is inadeq
loss development and there is significant unceftaiegarding what, if any, coverage exists, to Whi€any, policy years claims are attribute
and which, if any, insurers/reinsurers may be &aliThese uncertainties are exacerbated by lackeaf gudicial precedent and legislal
interpretations of coverage that may be inconsistdth the intent of the parties to the insuranoattacts and expand theories of liability. -
insurance and reinsurance industry as a wholegagad in extensive litigation over these coveragelability issues and is, thus, confror
with continuing uncertainty in its efforts to qQUANA&E exposures.

Our A&E exposure is administered out of our officeshe United Kingdom and Rhode Island and celytadministered from the Uniti
Kingdom. In light of the intensive claim settlemgmbcess for these claims, which involves comprsivenfact gathering and subject me
expertise, our management believes that it is priutbehave a centrally administered claim facitiyhandle A&E claims on behalf of all of ¢
subsidiaries. Our A&E claims staff, working in congtion with our inhouse attorneys experienced in A&E liabilities, gmtively administer
on a cost-effective basis, the A&E claims submittedur insurance and reinsurance subsidiaries.
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Our independent, external actuaries use industnchrearking methodologies to estimate appropriatdRBreserves for our A&
exposures. These methods are discussed in detdiein 7. Managemens’ Discussion and Analysis of Financial Conditiord d&esults ¢
Operations — Critical Accounting Policies — Losaad Loss Adjustment Expenses”.

The liability for unpaid losses and LAE, inclusieA&E reserves, reflects our best estimate foufetamounts needed to pay losses
related LAE as of each of the balance sheet dafscted in the financial statements herein in ed@oce with U.S. GAAP. As
December 31, 2013, we had net loss reserves of $408ion for asbestos-related claims and $75.Bioni for environmental pollutiomelatec
claims. The following table provides a reconciliatiof our gross and net loss and ALAE reserves A&k exposures and the movemen
gross and net reserves:

Year Ended December 31

2013 2012 2011
Gross Net Gross Net Gross Net
(in thousands of U.S. dollars
Provisions for A&E claims and ALAE at Januar $628,64. 557,55.  $702,80: 621,48°  $825,21: $736,17.
A&E losses and ALAE incurred during the ye (15,519 (15,599 (309¢) (5,887) (61,120 (81,28¢)
A&E losses and ALAE paid during the ye (88,98¢) (74,209 (73,85() (58,05¢) (61,29) (33,399
Provision for A&E claims and ALAE acquired durirgetyeal 15,341 13,11¢ — — — —
Provision for A&E claims and ALAE at December $539,49: $480,86¢ $628,64: $557,55. $702,80. $621,48

During 2013, 2012 and 2011, excluding the impadbs$ reserves acquired during the year, our resdor A&E liabilities decreased
$89.2 million, $74.2 million and $122.4 million @ngross basis, respectively, and by $76.7 mill&68.9 million and $114.7 million on a |
basis, respectively. The reductions in gross researose from paid claims, successful commutatipolsgy buybacks, generally favorat
claim settlements during the year and reductionBMNR resulting from actuarial analysis of remamirabilities.

Asbestos continues to be the most significant affidudt mass tort for the insurance industry imrnes of claims volume and expense.
believe that the insurance industry has been aelyeedfected by judicial interpretations that haved the effect of maximizing insura
recoveries for asbestos claims, from both a coweeal liability perspective. Generally, only padigiunderwritten prior to 1986 have potel
asbestos exposure, since most policies underwaftenthis date contain an absolute asbestos srolu

From 2001 through 2003 the industry experienceceaging numbers of asbestos claims, including ddnom individuals who did n
appear to be impaired by asbestos exposure. SB®, however, new claim filings have been fairlgbde. It is possible that the incree
observed in the early part of the decade weredrigg) by various state tort reforms (discussed iniatelgt below). We cannot predict whet
claim filings will return to pre-2004 levels, remastable, or begin to decrease.

Since 2001, several U.S. states have proposedjnanthny cases enacted, tort reform statutes thpadmasbestos litigation by,
example, making it more difficult for a diverse gpoof plaintiffs to jointly file a single case, meting “forum-shopping’by requiring that
potential plaintiff must have been exposed to asisds the state in which he/she files a lawsuip@rmitting consolidation of discovery. Th
statutes typically apply to suits filed after atsthdate. When a statute is proposed or enactbdstas defendants often experience a mi
increase in new lawsuits, as plaintifiatorneys seek to file suit before the effectivied# the legislation. Some of this increased claotume
likely represents an acceleration of valid claifmet twvould have been brought in the
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future, while some claims will likely prove to hali#le or no merit. As many of these claims aii# pending, we cannot predict what portior
the increased number of claims represent validndaiAlso, the acceleration of claims increasesutheertainty surrounding projections
future claims in the affected jurisdictions.

During the same timeframe as tort reform, the fe8eral and various U.S. state governments soughprehensive asbestos reforr
manage the growing court docket and costs surrogndsbestos litigation, in addition to the incragshumber of corporate bankruptc
resulting from overwhelming asbestos liabilitiesh&veas the federal government has failed to establnational asbestos trust fund to ad:
the asbestos problem, several states, includingsiexd Florida, have implemented a medical critexfarm approach that only pern
litigation to proceed when a plaintiff can estalblésid demonstrate actual physical impairment.

Much like tort reform, asbestos litigation reforrashalso spurred a significant increase in the nurobawsuits filed in advance of t
law’s enactment. We cannot predict whether the drofnatie number of filed claims is due to the acated number of filings or an act
trend in the decline of alleged asbestos injuries.

Environmental Pollution Exposures

Environmental pollution claims represent anoth@n#icant exposure for us. However, environmentallytion claims have be:
developing as expected over the past few yearsesust of stable claim trends. Claims against lrw@t500 companies are generally declir
and while insureds with singkate exposures are still active, in many casesnslare being settled for less than initially api¢ed due 1
improved site remediation technology and effecfigéicy buy-backs.

Despite the stability of recent trends, there remaignificant uncertainty involved in estimatingbilities related to these exposu
Unlike asbestos claims which are generated prignénim allegedly injured private individuals, enmirmental claims generally result fr
governmentally initiated activities. First, the noen of waste sites subject to cleanup is unknowpréximately 1,313 sites are included on
National Priorities List (NPL) of the United Stat&nvironmental Protection Agency. State authoritiesve separately identified me
additional sites and, at times, aggressively imglensite cleanups. Second, the liabilities of timifeds themselves are difficult to estimate
any given site, the allocation of remediation castong the potentially responsible parties varieaty depending upon a variety of fact
Third, as with asbestos liability and coverage éssyudicial precedent regarding liability and a@mge issues regarding pollution claims ¢
not provide clear guidance. There is also uncetas to the U.S. federal “Superfunidiv itself and, at this time, we cannot predict tyl
any, reforms to this law might be enacted by th®. federal government, or the effect of any suanges on the insurance industry.

Other Latent Exposures

While we do not view health hazard exposures sischil@a and tobacco as becoming a material conceoent developments in le
litigation have caused us to watch these matt&set}. Recently, municipal and state governmentg Head success, using a public nuis,
theory, pursuing the former makers of lead pignfenthe abatement of lead paint in certain homellilvgs. As lead paint was used alrr
exclusively into the early 197€ large numbers of old housing stock contain jgaidt that can prove hazardous to people and,cpéatly,
children. Although governmental success has bemitelil thus far, we continue to monitor developmerdgefully due to the size of 1
potential awards sought by plaintiffs.

Life and Annuities

Our life and annuities segment consists of theatmrs of our subsidiaries managing our clobkxtk of life and annuity business, wh
primarily consists of the companies we acquiretha&n Pavonia acquisition on March 31, 2013. The Ravbusiness operates out of our I
Jersey office. The segment also includes Lagune Liifnited, a small Irish-based closkfé company formerly known as CitiLife Financ
Limited, which we acquired from Citigroup Insurartdelding Corporation in 2011.
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Similar to our non-life rureff segment, our life and annuities companies ar®nger writing new policies, however, unlike tlsggmen
these companies continue to generate premiumg@sghect to their in-force policies.

Our life and annuities companies primarily incluatedit life and disability insurance, term life imance, corporate owned life insural
assumed reinsurance of term and ordinary life asuidantal death and dismemberment products, aniddierpayment annuities such
structured settlement, lottery, and other immediauieuities.

Our strategy in the life and annuities segmenediffrom our norife business, in particular because we are unabétorten the duratis
of the liabilities of these businesses through comations or policy buyacks. Instead, we hold the policies to their redtoraturity, while
aiming to efficiently manage our invested assetthose businesses to match the duration and casis fif the liability profile. The segme
brings diversification to our loss reserve basel &e believe it has the potential to provide ushvationgterm earnings and cash flow stre
that may counter some of the volatility in our camn-life runeff segment. We expect the market for discontinlifedand annuity business
will continue to increase, and we, along with amyeptial strategic partners, will continue to stledly evaluate opportunities to acquire v
performing closed blocks of business.

Life and Annuity Benefits and Claims Reserves

We estimate our life and annuity benefit and cla@serves on a present value basis using standardriat techniques and cash fl
models. We establish and maintain our life and @pmaserves at a level that we estimate will, whaken together with future premi
payments and investment income expected to be @ameassociated premiums, be sufficient to supglbftiture cash flow benefit obligatio
and third party servicing obligations as they beegrayable.

The table below summarizes our policy benefitdiferand annuity contracts as at December 31, 20132012:

2013 2012
(In thousands of
U.S. dollars)
Life $ 380,87: $11,027
Annuities 963,32: —
1,344,19 11,027
Fair value adjustmen (71,099 —

$1,273,10 $11,02:

See the “Life and Annuity Policy Benefits” discumsion pages 83 and 94 of “ltem 7. ManagensebDtscussion and Analysis of Finan
Condition and Results of Operation” for discussabiour reserves in this segment.

Active Underwriting

Our active underwriting segment is comprised ofiukir and its subsidiaries and Arden. Generally sppegkAtrium will continue ti
operate in accordance with the underwriting ane@wobusiness strategies establishedgaoguisition, although we and Trident will continly.
review these strategies and business goals andtexpadevelop synergies with our existing busiregssrations over time.

Following the closing of the Torus Amalgamationistsegment will also include substantially all b&tactivities of Torus Insurar
Holdings Limited and its subsidiaries (some of ®iines of business are in run-off and will acdogly be accounted for within our ndifie
run-off segment)Once we acquire Torus, we intend to evaluate itleowriting and other business strategies in ordetetermine which line
we can competitively and profitably underwrite. \8gect to actively manage the rafi-of discontinued lines, and we will seek to opitie
expenses and enhance management.
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The acquisitions of these active underwriting mlatfs provide further diversification to our overabrtfolio and bring an additior
stream of revenue and earnings. They also provitied growth opportunities, including by allowing to potentially capture profitable bor
of business that are contained in mffi-targets and to provide alternatives to comparpersuing divestitures that have previously |
unavailable to us.

We have a 60% equity interest in Atrium and Ardamg will have a 60% equity interest in Torus follow closing. We have partnel
with Trident on each of these transactions, witlddimt and its affiliates making 40% co-investmentgach case. We believe that the Ensta
Trident partnership will combine our respective extjse to create operational synergies acrossafeitr@d companies, and will also red
some of our risk exposure in the active underwgisegment.

Lines Written

Atrium and its subsidiaries are an underwritingibess at Lloyds of London, which manages Syndicate 609 and pesvapproximate
25% of the syndicate’s underwriting capacity angited (with the balance provided by traditional ytbs Names). Syndicate 609 provi
insurance and reinsurance on a worldwide basiafaide range of industry classes, including thetéthiStates, Europe, and the Far [
Atrium specializes in accident and health, aviagtimarine property, nomarine property, professional liability, propertydacasualty bindir
authorities, reinsurance, upstream energy, watemdrism insurance, cargo and fine art.

Arden is a Bermudaased reinsurance company that provides reinsurtmo&trium (through an approximately 65% quota s
reinsurance arrangement with Atrium 5 Ltd, an Atrisubsidiary) and is currently in the process afning off certain other discontinu
businesses. Results related to Arden’s discontitusthess are included within our non-life rungégment.

Torus is a global specialty insurer and holding pany of six wholly-owned insurance vehicles, inghgdLloyd’s Syndicate 1301. (Tor
also owns Lloyd’s Syndicate 2243, which was plaicegd run-off effective January 1, 2013; business writtenTioyus through Syndicate 22
is renewed through Syndicate 1301.) Torus condttsusiness primarily as a direct insurer, unditimg’ general property, casualty, mar
energy, construction, power and utility, aviatiamd space risks, as well as professional liabdlitd management liability. Torus also write
reinsurance account (both treaty and facultativesteance depending on the line of business) inqued accident, property and certain cla
of marine liabilities to insurance companies onaldwide basis.

Managing Agency Services

Atrium receives a 20% profit commission based am bt earnings of syndicate 609, pursuant to itsag@ment contract. This prc
commission is included within fees and commissi@mome in our consolidated statement of earnings.

Distribution

Most of our business in this segment is placed ifothe case of Torus, will be placed) through masge and reinsurance brok
although some of our insurance business is alsmegdlghrough managing general agents. We seek &lagerelationships with insurance
reinsurance brokers, insurance and reinsurance auey) large global corporations and financial rimtediaries to develop and underw
business. We had an ownership interest in Atriunofdy a portion of the fourth quarter of 2013, bartthe full year ended December 31, 2(
independent brokers Marsh Inc., Willis Group Hotgtin_td. and Aon Benfield Group Ltd. accounted foreixcess of 28% of Atriure’gros
premiums written.

Claims Management

Claims in respect of business written by Syndi&i® are primarily notified by various central markereaus. Where a syndicate
“leading” syndicate on a Lloyd’s policy, its undeiters and claims adjusters
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will work directly with the broker or insured on Hef of itself and the following market for any gaular claim. This may involve appointi
attorneys or loss adjusters. The claims bureaughentbading syndicate advise movement in lossvesdo all syndicates participating on
risk. Our claims department may adjust the caserves it records from those advised by the buraaukemed necessary.

Ratings

In our active underwriting segment, financial sggnratings are an important factor in establishiogpetitive position and in prodi
marketing. Financial strength ratings by third pantganizations provide an opinion of an insurerseinsurers financial strength and abil
to meet ongoing obligations to its policyholdersoyd’s ratings apply to business written through Syndi€&09 (and to business writ
through Torus’ Syndicate 1301). Lloyd's is rated’“@&xcellent) by A.M. Best and “A+” (Strong) by [l Ratings and Standard and Peor’
Torus’ operating insurance entities have been asdi@ financial strength rating of “A-" (Excelleffty A.M. Best.

Following the announcement of the agreement to ieeqlorus, its ratings were placed under review /. Best with negativ
implication. A.M. Best stated it expects to resdlve under review status at a point after the cetigi of the transaction, following discussi
with Enstar, Stone Point Capital, and Torus’ manag@. Refer to “ltem 1A. Risk Factors,” “Bowngrades of financial strength ratings
Torus or Lloyd’s could materially and negativelypatt our active underwriting business and our comypafor more information regardi
the importance of financial strength ratings.

Reserves for Unpaid Losses and Loss AdjustmenhE&pe

The reserves for unpaid reported losses and lgsners are established by management based otsrEpor brokers, ceding compar
and insureds and represent the estimated ultintestieof events or conditions that have been repddgedr specifically identified by us. T
reserve for incurred but not reported losses asd kxpenses is established by management basectuamialy determined estimates
ultimate losses and loss expenses. Inherent irestienate of ultimate losses and loss expensesxarected trends in claim severity
frequency and other factors which may vary sigaifity as claims are settled. Accordingly, ultiméisses and loss expenses may
materially from the amounts recorded in the comsdéd financial statements. These estimates aiewed regularly and, as experie
develops and new information becomes known, therves are adjusted as necessary. Such adjustrifenty, will be recorded in earnings
the period in which they become known. Prior pededlelopment arises from changes to loss estimategnized in the current year that re
to loss reserves established in previous calensksy

The following table provides a reconciliation ofthiability for losses and LAE, net of reinsuranmeded in our active underwriti
segment:

Year Ended
December 31,
2013
(in thousands o
U.S. dollars)
Balance as of January $ —
Less: total reinsurance reserves recover —
Acquired on purchase of subsidiar 200,37-
Net increase in ultimate losses and loss adjusteense liabilities
Current perioc 19,30:
Net losses paic
Current perioc (30,62¢)
Effect of exchange rate movemt 1,28¢
Net balance as of December 190,33
Plus: total reinsurance reserves recover 25,05¢
Balance as at December $ 215,39
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Enterprise Risk Management (ERM)

Effective risk oversight is an important prioritgrfour Boards of Directors (both at the Companyelend at a subsidiary level), and
place strong emphasis on ensuring we have a rolsksinanagement framework to identify, measure, agan report and monitor risks t
affect the achievement of our strategic, operatiand financial objectives.

The overall objective of our Risk Management Framdwis to support good risk governance, support abBievement of busine
objectives and provide overall benefits to us byliag value to the control environment, and contiitgito an effective business strate
efficiency in operations and processes, stronghfired performance, accurate financial reportingufatory compliance, a good reputation \
key stakeholders, business continuity planning,capital planning.

Our enterprise risk management, or ERM, consistauaierous processes and controls that have beameéddy our senior managem
(including our risk management team), with oversighour Board of Directors and its committees, andlemented by employees across
organization. Risk assumption is inherent in ousibess and appropriately setting risk appetite executing our business strategie
accordance therewith is key to our performance.

We manage our ERM process based on the followirjgrmaategories of risk within our business:

Strategic Risk— The risk of unintended adverse impact on the bssin@an objectives arising from business decisiamprope
implementation of those decisions, or circumstanicasare beyond our control.

Insurance Risk —Risks spanning many aspects of our insuraetsed operations, including risk assumed uporniatgpns/portfolic
transfers, risk associated with our reserving agsiams, underwriting risk (see “Underwriting RiskaMagementbelow), life and annuiti
portfolio risk, and natural or man-made catastrofisie

Market Risk —The risk of loss resulting from underperformingéstment returns, dilution of invested capital, dvexse financial mark
movements (such as interest rates or exchangé.rates

Liquidity Risk —The risk that we are unable to realize investmants other assets in order to settle financial aliligns when they fe
due or that we would have to incur excessive apdbtso.

Credit / Counterparty Risk -Fhe risk of a change in the value of investmenteoeivables due to the failure or inability of aterpartie
to meet contractual obligations.

Operational Risk —The risk of a loss arising from inadequate or fhileternal processes, or from external eventsanfpersonnel ar
systems.

Reputational Risk —Fhe risk that an act or omission by us or any afeaployees could result in damage to our reputatidoss of tru:
among our stakeholders.

Further details on these and other risks impadciingousiness are discussed in detail in “Item liskRactors.”

The Board of Directors and its committees have oisbrsight responsibility and play an active ral@verseeing management of the r
we face. Our Audit Committee, comprised entirelyimdependent directors, reviews our overall rispetjte with input from manageme
reviews our risk management methodologies and eesrsnanagemest’execution of our risk management objectives. dditeon to thi:
director oversight, our ERM governance structur@irected by our ERM steering committee, whose ratmds to provide oversight a
governance of our ERM initiatives, to oversee that internal controls are operating effectively attempt to mitigate identified risks witt
appetite, and to provide analysis to managemeatder to appropriately manage and govern the bssiaad the associated risks on a day-t
day basis.
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Our Risk Management department focuses primariljmgriementing and overseeing the administratiothefERM steering committee’
directives and facilitating an efficient, effectiaad consistent approach to risk management aorossompany. Our internal audit departn
independently reviews the effectiveness of our nsekhagement framework. Our centralized risk androbmonitoring and reporting systt
facilitates feedback and improvement on an ongbamjs.

Our ERM is a dynamic process, with updates conlipumeing made as a result of changes in our bgsinedustry and the econot
environment. This process and our controls canmmtige absolute assurance that our risk manageoigattives will be met or that all ris
will be appropriately identified and managed, amttoadingly, the possibility of material adverseeets on our company remains.
“Item 1A. Risk Factors” for further information dahe risks we face.

Active Underwriting Risk Management

With our acquisitions of Atrium and Arden during1®) we have entered the active underwriting busimesich now constitutes a n
operating segment for us. Risk strategies of thesenesses are to underwrite risks in a numbedasses of business where manage
believes that the risks and expected margins caevbkiated, and that the underwriting teams (supgdoy our other group functions) «
operate with competitive advantages.

Overall insurance risks include the risk that aqyomight be written for too low a premium or prdeiinappropriate cover (underwrit
risk). As part of the annual business planning esscrisk appetite is set and the basis on whiesethisk levels are monitored and the actio
be taken in the event of deviations from the planegels are determined.

Factors that go into the effective management ofeunriting risk may differ depending on the linelafsiness involved and the type
account being insured or reinsured. We strive tbgatie underwriting risk through numerous contrafgluding underwriter peer revie
authority limits, independent review of risks weitt and a reinsurance purchasing program.

We recognize the importance of information techggland management of data in supporting our busjreasd we utilize a number
technology platforms to assist in our underwritingk management, financial and regulatory repgripmocesses and procedures acros
organization. We review and seek to enhance otint#dogical systems on an ongoing basis.

Investments

We derive a significant portion of our income frour invested assets. As a result, our operatingtsedepend in part on the performa
of our investment portfolio. Because of the unpeidile nature of losses that may arise under auramce and reinsurance subsidiarie
insurance or reinsurance policies and as a reSwitioopportunistic commutation strategy in our #ié@ run-off business, our liquidity nee
can be substantial and may arise at any time. ExXoeghat portion of our portfolio that is invedtén noninvestment grade securities,
generally follow a conservative investment stratdgygigned to emphasize the preservation of oustedeassets and provide sufficient liqui
for the prompt payment of claims and contract liabs, as well as for settlement of commutatiogrants.

As of December 31, 2013, we had cash and cash aquote, inclusive of restricted amounts, of $1.0dbb. Our cash and ca
equivalent portfolio is comprised mainly of caskighigrade fixed deposits, commercfper with maturities of less than three months
money market funds. As of December 31, 2013, wd helestments on our balance sheet of $5.52 bill@umr investment portfolio consi:
primarily of investment grade, liquid, fixed matyrsecurities of short-to-medium duration, equiti@sl other investments.

Across all of our segments, we strive to structwe investments in a manner that recognizes ouidity needs for future liabilities.
that regard, we attempt to correlate the maturity duration of our investment
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portfolio to our general liability profile. If odiquidity needs or general liability profile unexgiedly change, we may adjust the structure o
investment portfolio to meet new business needs.

We utilize various companies to provide investnamhtisory and/or management services. We have agpgead/ investment managem
fees to the managers. These fees, which vary degend the amount of assets under managementetaled in net investment income. -
total fees we paid to our investment managershieryear ended December 31, 2013 were $5.43 miilmiyding approximately $0.9 millic
to our largest single investment manager.

Our investment performance is subject to a varadtyisks, including risks related to general ecoimronditions, market volatilit
interest rate fluctuations, foreign exchange rigljidity risk and credit and default risk. Inteteates are highly sensitive to many faci
including governmental monetary policies, domeatid international economic and political conditi@msl other factors beyond our contro
significant increase in interest rates could reisudtignificant losses, realized or unrealizedthia value of our investment portfolio. A portior
our noninvestment grade securities consists of alternativestments that subject us to restrictions ormgation, which may limit our abili
to withdraw funds for some period of time after thi#ial investment. The values of, and returnssugh investments may also be more vol
For more information on these risks, refer to “Itéf Risk Factors — Risks Relating to Our Investtsgrbeginning on page 39.

As of December 31, 2013 and 2012, the fair valuewf aggregate invested assets was approximateh6 $llion and $4.31 billior
respectively. Aggregate invested assets included:
» cash and cash equivalents, inclusive of restriatadunts

» a trading portfolio of fixed maturity securitiedyst-term investments and equities as well as ailable-forsale portfolio of fixe:
maturity securities and sh-term investments, all of which are recorded atJalue on our balance she

» a held-tomaturity portfolio of fixed maturity securities, [goorting our annuity business within Pavonia, whafe recorded
amortized cost on our balance sheet;

» investments in various private equity, fixed incorfiged income hedge, equity, real estate debt @thér funds, all of which a
recorded at fair value on our balance sk

For additional information regarding our investmguatrtfolio, refer to “ltem 7. ManagemestDiscussion and Analysis of Finan
Condition and Results of Operations, Results ofr@jns — Liquidity and Capital Resources — Invesiis”.

Regulation
General

The business of insurance and reinsurance is regula most countries, although the degree and ¢fpegulation varies significan
from one jurisdiction to another. We have a sigaifit presence in Bermuda, the United Kingdom, Alistand the United States, as we
several European countries, and are subject tosixte regulation under the applicable statuteh@sé¢ countries. A summary of the mat
regulations governing us in these countries isaét below.

Bermuda

As a holding company, Enstar Group Limited is nalbject to Bermuda insurance regulations. Howewues, Ihsurance Act 1978
Bermuda and related regulations, as amended, gether, the Insurance Act, regulate the insurandere@insurance business of our opere
subsidiaries in Bermuda. The Insurance Act impasesin solvency and liquidity standards and andind reporting requirements and gr
the Bermuda Monetary
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Authority, or BMA, powers to supervise, investigatequire information and the production of docutseand intervene in the affairs
insurance companies.

Significant requirements pertaining to our reguaBermuda subsidiaries vary depending on the @hasdich our company is register
but generally include the appointment of a princiiegresentative in Bermuda, the appointment ofndependent auditor, the appointmer
an approved loss reserve specialist, the filingrofual statutory financial statements, the filiigatutory financial returns, compliance v
group solvency and supervision rules (if applicakd@d compliance with the Insurance Code of Conhftetating to corporate governance,
management and internal controls).

Our regulated Bermuda subsidiaries must also comy a minimum liquidity ratio and minimum solvenenargin. The minimui
liquidity ratio requires that the value of relevasisets must not be less than 75% of the amourdenfant liabilities. The minimum solver
margin, which varies depending on the class ofirikarer, is determined as a percentage of eitheraserves for losses and loss expens
premiums or pursuant to a riflesed capital measure. With our pending acquisitibthe Torus companies, Torus Insurance (Bern
Limited, a Class 4 insurer domiciled in Bermudasubject to an enhanced capital requirement (or )Ed&fRermined pursuant to a riblase:
capital measure, and the Torus group of compan#sh®a subject to enhanced BMA supervision and E€fRting requirements.

Each of our regulated Bermuda subsidiaries wouldptmhibited from declaring or paying any divideriflst were in breach of i
minimum solvency margin or liquidity ratio or if éhdeclaration or payment of such dividends wouldseait to fail to meet such margin
ratio. In addition, each of our regulated Bermudbsgdiaries is prohibited, without the prior appaibef the Bermuda regulator, from reduc
by 15% or more its total statutory capital as sgtio its previous yeas' statutory financial statements. In addition, Bermuda insurant
companies that are in run-off are required to $&dlA approval for any dividends or distributions.

The BMA maintains supervision over the controllefsall Bermuda registered insurers, and accordingly person who, directly
indirectly, becomes a holder of at least 10%, 28%86 or 50% of our ordinary shares must notify thd/ABin writing within 45 days c
becoming such a holder (or ceasing to be suchdeholThe BMA may object to such a person and regthie holder to reduce its holding
ordinary shares and direct, among other things ubiing rights attaching to the ordinary shareallstot be exercisable.

United Kingdom and Lloyd’s
United Kingdom

Our U.K.-based insurance subsidiaries consist pifynaf run-off companies, but, following the Torus closing/lveilso include Toru
Insurance (UK) Limited, which is continuing to umaeite new business. These subsidiaries are reggilay the U.K. Prudential Regulat
Authority, or the PRA, and the Financial Conducttifarity, or the FCA, which together replaced thedFicial Services Authority effecti
April 1, 2013 (we collectively refer to the PRA aieCA in this section as the “U.K. Regulator”). OurK. run-off subsidiaries may n
underwrite new business. E.U. directives also albentain of our regulated U.K. subsidiaries to amrtcbusiness in E.U. states other thar
U.K. within the scope of permission granted by thék. Regulator without the necessity of additiofiaensing or authorization in E.
countries.

Our U.K.based insurance subsidiaries are required to niaiatlequate financial resources in accordance thighrequirements of tl
U.K. Regulator. The calculation of the minimum d¢apresources requirements in any particular cagemnids on, among other things, the
and amount of insurance business written and clpaigs by the insurance company.

In addition, the U.K. Regulat@’Individual Capital Adequacy Standards framewordCAS framework, requires insurance compani
carry out various capital modeling and risk managetnexercises in order to
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calculate a company-specific Individual Capital éssment amount, or ICA amount, which is the comjgmternal calculation of its capi
requirements under the ICAS framework. This isridiedl to ensure a company holds sufficient capiteh $hat there is no material risk tha
liabilities cannot be met as they fall due.

In 2009, the European Parliament approved the 8owd framework directive. Solvency Il is expectedtake effect in January 20
Solvency Il will set out new, strengthened Ewdde requirements on capital adequacy and risk gemant for insurers with the aim
increasing policyholder protection, instilling gtearisk awareness and improving the internaticoahpetitiveness of E.U. insurers.

The U.K. Regulatos rules require our U.K. insurance subsidiarieshtain regulatory approval for any proposed or acpayment of
dividend. The U.K. Regulator uses the ICA and thengated capital requirement for Solvency Il pugmsvhen assessing requests to t
distributions and therefore dividends approvedhey W.K. Regulator will often significantly differdm any surplus capital above the ensty’
minimum capital resources requirements.

Under the Financial Services and Markets Act of R0fr FSMA), any company or individual (togetherttwits or his concert partie
proposing to directly or indirectly acquire “contrmver a U.K. authorized insurance company (whicgeiserally defined as acquiring 10%
more of the shares or voting power in a U.K. autteal insurance company or its parent company) reesk prior approval of the U.
Regulator of his intention to do so. A person whalready deemed to have “contrelill require prior regulatory approval of if the yger
increases the level of “control” beyond 20%, 30%d 80%.

Lloyd’'s

We participate in the Lloyd’ market through our interests in: (i) Atrium Undgting Group, which manages Syndicate 609 and ipies
approximately one quarter of the syndicate’s cpaad (i) Shelbourne, which consists of an app\loyd’s managing agent, a corpol
member and S2008, a wholly aligned syndicate tleest permission to underwrite RITC and other legacydiscontinued business ty
transactions with other Lloyd’'s syndicates. In fherus amalgamation, we will acquire LlogdSyndicates 1301 and 2243 and T
Underwriting Management Limited.

Our Lloyd's operations are subject to regulation thg U.K. Regulator and compliance with the LlaydAct(s) and Byelaws a
regulations, as well as the applicable provisiohthe FSMA. The Council of Lloyd’s has wide diséogtary powers to regulate members
underwriting, and its exercise of these powers majfect the return on an investment of the corfeoraember in a given underwriting ye
This discretion includes the ability to assessaup% of a member’s underwriting capacity in any gear as a Central Fund contribution.

The underwriting capacity of a member of Lloyd's shbbe supported by providing a deposit (referreds¢d’Funds at Lloyd’s”jn the
form of cash, securities or letters of credit ineemount determined under the ICA. The amount ofilveds at Lloyds is assessed annually
is determined by Lloyd’s in accordance with theitd@adequacy rules established by the U.K. Regulat

Business plans, including maximum underwriting @itya for Lloyd’'s syndicates requires annual ap@mioly the Lloyds Franchis
Board, which may require changes to any business @l additional capital to support underwritingns.

In order to achieve finality and to release thepital, Lloyd's members are usually required to have transfeheddliabilities through a
approved RITC, such as offered by S2008. RITC egaly put in place after the third year of openag of a syndicate year of account.
successful conclusion of RITC, any profit from gyandicateS operations for that year of account can be rethitly the managing agent to
syndicate’s members.
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The Lloyd’s market is currently in the Solvencyinternal model application process under Lloyd’peswision. Our Lloyds operation
will therefore be required to meet Solvency Il stards when they come into effect.

Lloyd’s approval is required before any person aaquire control of a Lloyd’s managing agent or ldsycorporate member.

United States

Our insurance and reinsurance companies domiciléioki U.S. consist primarily of property and caguabmpanies and life and annui
companies in rumff, but, following the Torus closing, will alsodlude Torus Specialty Insurance Company (a U.Sesexand surplus lin
insurer) and Torus National Insurance Company @& ddmitted insurer that is licensed in all 50estand the District of Columbia), botf
which continue to issue new policies. Our U.S. iassiare subject to extensive governmental reguilahd supervision by the states in w
they are domiciled, licensed and/or eligible to et business. The insurance laws and regulatibriseostate of domicile have the m
significant impact on operations.

Generally, regulatory authorities have broad reigmjapowers over such matters as licenses, stasadrsblvency, premium rates, pol
forms, marketing practices, claims practices, itmesits, security deposits, restrictions on sizeigs that may be insured under a si
policy, methods of accounting, form and contenfirdincial statements, reserves and provisions fi@amed premiums, unpaid losses and
adjustment expenses, reinsurance, minimum capitdl surplus requirements, dividends and other Higtions to shareholders, peria
examinations, annual and other report filings, tadsactions among affiliates.

The Insurance Regulatory Information System, oiSIRIf the National Association of Insurance Comioissrs, or NAIC, assists sti
insurance departments in executing their statutogndates to oversee the financial condition of rawsce companies operating in tl
respective states. IRIS identifies certain indusatyos and specifies “usual valugst each ratio. Departure from the usual valuethefratio:
can lead to inquiries from individual state insuramcommissioners and regulatory review. For 20&8am of our U.S. insurers generated |
ratios that were outside of the usual ranges. @nky of our U.S. insurers (which was acquired whiteler regulatory supervision) has b
subject to any increased regulatory review, butethi® no assurance that our other U.S. insureisnailbe subject to increased scrutiny in
future.

U.S. insurers are also required to maintain minimiemels of solvency and liquidity as determinedldy, and to comply with riskase!
capital requirements and licensing rules. Insunergng less statutory surplus than required byrigiebased capital calculation will be sub,
to varying degrees of regulatory action. Some ofldi$. insurers, from time to time, may have riglsed capital levels that are below reqt
levels and be subject to increased regulatory isgraind control by their domestic and possibly othsurance regulators. As of Decembel
2013 and 2012, all of our U.S. insurers exceeded tlequired levels of riskased capital, with the exception of one subsidtaat wa
acquired while under supervision. As a consequefideing under regulatory supervision, the subsyigregulator must approve any anc
dividends and disbursements, new contracts or agges. We do not believe this subsidiary’s mompliance presents material risk to
operations or financial condition.

Applicable insurance laws also limit the amountdofidends or other distributions our U.S. insureen pay to us. The insural
regulatory limitations are generally based on stayunet income and/or certain levels of statusugplus as determined by the insusestate ¢
states of domicile. Generally, prior regulatory egal must be obtained before an insurer may pdividend or make a distribution abov
specified level.

All states have enacted legislation regulating fiasoe holding company systems that requires eatlrdnce company in the systen
register with the insurance department of its sbhAomicile and furnish information concerning thygerations of companies within the holc
company system that may materially
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affect the operations, management or financial timmdof the insurers within the system. In 2018e tNAIC adopted amendments to
Insurance Holding Company System Regulatory Act Bedulation, which have taken effect in some stateshich our U.S. insurers ¢
domiciled and may be adopted in other states irfuthee. The amendments impose more extensiverirdtional requirements on parents
other affiliates of licensed insurers with the mgp of protecting them from enterprise risk, inahgdrequiring an annual enterprise risk re
by the ultimate controlling person of the insurisntifying the material risks within the insuranicelding company system that could f
enterprise risk to the insurers and requiring a@edivesting its controlling interest to make afaential advance notice filing.

The NAIC has also adopted the Risk Management awd Risk and Solvency Assessment Model Act, whichuies insurers -
maintain a risk management framework and estaldishiegal requirement for insurers or their insaeagroup to conduct an Own Risk .
Solvency Assessment (ORSA) in accordance with tA&CNs ORSA Guidance Manual. The ORSA Model Act has teopted in states
which certain of our U.S. insurers are domiciledhva January 1, 2014 effective date. Neverthelgesgurrently anticipate that these insu
will meet the exemption from the requirements & @RSA Model Act for insurers and insurance growijils less than the requisite amoun
annual direct written and unaffiliated assumed puem

The Dodd Frank Wall Street Reform and Consumeréetimin Act, or the Doddrank Act, represents a comprehensive overhauie
financial services industry within the U.S. and,cam other things, established the Financial Sesvigeersight Council and created within
United States Department of the Treasury a newraktiessurance Office. These bodies are authoriaestudy, monitor and report to Congi
on the U.S. insurance industry and the significasfoglobal reinsurance to the U.S. insurance markie¢ DoddFrank Act also authorizes |
federal preemption of certain state insurance lamgs streamlines the regulation of reinsurance angliss lines/noradmitted insurance. Ma
provisions of the Dodd-Frank Act will become efigetover time, and certain provisions of the Ddetdnk Act require the implementatior
regulations that have not yet been adopted. Theggdations, when adopted, may affect our industg/@ur business.

Before a person can acquire control of a domestsurer (including a reinsurer) or any person cdirigp such insurer (includir
acquiring control of Enstar Group Limited), prioritien approval must be obtained from the insuracaramissioner of the state in which
domestic insurer is domiciled and, under certaiouchstances, from insurance commissioners in gthisdictions. Generally, state statutes
regulations provide that “controBver a domestic insurer or person controlling a estin insurer is presumed to exist if any persaectly o1
indirectly, owns, controls, holds with the power utote, or holds proxies representing, 10% or mdre¢he voting securities or securit
convertible into voting securities of the domestisurer or of a person who controls the domessaiier (although Florida statutes prese
presume control to exist at a 5% threshold).

One of the Pavonia companies that we acquired orctMail, 2013 has a Canadian branch operation, whisthbject to regulation by t
Office of Superintendent of Financial InstitutiansCanada. Canadian regulations require compliavitterisk-based capital measures and
place certain restrictions on dividends.

Australia

Our Australian regulated insurance entities (whinthude our insurance subsidiary and our operating holding company) are subjec
prudential supervision by the Australian PrudenRagulation Authority, or APRA. APRA is the primarggulatory body responsible
regulating compliance with the Insurance Act 19%BRA has issued prudential standards that appbyeteeral insurers in relation to cag
adequacy, the holding of assets in Australia, nelnagement, business continuity management, ra@nssirmanagement, outsourcing, &
and actuarial reporting and valuation, the tranafed amalgamation of insurance businesses, gove¥nand the fit and proper assessme
the insurer’s responsible persons.

APRA’s prudential standards require that all insurersta@ and meet prescribed capital adequacy reqpaings to enable their insura
obligations to be met under a wide range of cirdamses. As of
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January 1, 2013, APRA introduced capital reformat thave modified how Australian insurers meet thoaipital requirements and hi
introduced additional regulatory obligations witsspect to capital oversight and capital reportimgich apply to our subsidiary. The n
capital requirements were brought in to enhancesamhgthen capital adequacy in the market ancaser the level of internal oversight
review for insurers. Our Australian insurance sdiasy meets the new capital requirements.

An insurer must obtain APRA’written consent prior to making any capital reé=sa including any payment of dividends. Our insoe
subsidiary must provide APRA a valuation prepargdb appointed actuary that demonstrates thatathgitile assets of the insurer, after
proposed capital reduction, are sufficient to caigemsurance liabilities to a 99.5% level of scifncy of capital before APRA will consent t
capital release or dividend.

Under the Financial Sector (Shareholdings) Act 1988 interest of an individual shareholder or @augrof associated shareholders ii
insurer is generally limited to a 15% “stake” oétimsurer. A person’s stake is the aggregate op#nsons voting power and the voting pov
of the persors associates. A higher percentage limit may becaumegr by the Treasurer of the Commonwealth of Aliaten national intere
grounds. Any shareholder of Enstar Group Limitethvei “stake"greater than 15% has received approval to holdstake from the Treasu
of the Commonwealth of Australia.

Europe

In addition to Bermuda, the United Kingdom, Ausaiadnd the United States, we have subsidiariesiiows other countries, includi
Switzerland and Ireland, and, following the Torussing, we will also own Torus Insurance Europd,iechtensteirbased company tf
continues to underwrite new business. We may,earfuture, acquire new subsidiaries in other coaastri

Our Swiss insurance subsidiary is regulated bySiwess Financial Market Supervisory Authority, oNMA, pursuant to the Insuran
Supervisory Act 2004. This subsidiary is obligatednaintain a minimum solvency margin based onSbklency | and Swiss Solvency T
regulations as stipulated by the Insurance Supmnvidct. The amount of dividends that this subsigia permitted to distribute is restrictec
freely distributable reserves, which consist ofimtd earnings, the current year profit and freemees. Any dividend exceeding the cur
year profit requires FINM'’s approval. The solvency and capital requiremenist continue to be met following any distribution.

Our subsidiaries in other European jurisdictions also regulated. Typically, such regulation is tfeg protection of policyholders &
ceding insurance companies rather than shareholérde the degree and type of regulation to whigh are subject in each country r
differ, regulatory authorities generally have bragagbervisory and administrative powers over sucttermas licenses, standards of solve
investments, reporting requirements relating toitahystructure, ownership, financial condition agdneral business operations, spt
reporting and prior approval requirements with ezsgo certain transactions among affiliates, mgshaf accounting, form and content of
consolidated financial statements, reserves foaighjpsses and LAE, reinsurance, minimum capital surplus requirements, dividends
other distributions to shareholders, periodic exations and annual and other report filings.

Competition

Our non-life runeff and life and annuities business segments carpahternational markets with domestic and indional reinsurant
companies to acquire and manage insurance andirairt® companies in run-off and portfolios of imsuwe and reinsurance business in rul
off. The acquisition and management of companiespamtfolios in runeff is highly competitive, and driven by a numbérfactors, includin
proposed acquisition price, reputation, and finah@sources. Some of these competitors have gifgadacial resources than we do, have |
operating for longer than we have and have estaaifong-term and continuing business relationships
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throughout the insurance and reinsurance industwlich can be a significant competitive advantafye.a result, we may not be able
compete successfully in the future for suitableussition candidates or run-off portfolio managemengagements.

Our active underwriting business segment operat#sei highly competitive insurance and reinsuraneekets, where companies com)
on the basis of many factors, including premiunesareputation and perceived financial strengtl,tétms and conditions of the prodi
offered, ratings assigned by independent ratinqieigs, speed of claims payments and quality of adtnative services, relationships v
insurance and reinsurance companies and insuraeenidiaries, capacity and coverage offered, épes in the particular risk to
underwritten, and various other factors. We competie international insurance and reinsurancekatardirectly with numerous other part
including established global insurance and reimsgacompanies, stamp insurance and reinsurance entities, as wellapgat markets ar
securitization structures aimed at managing riskniMof these competitors have significant operatirggories, underwriting expertise ¢
capacity, extensive capital resources, and longstgrcustomer relationships. Any of these fact@s be a significant competitive advant
and may make it difficult for us to write businestectively and profitably.

Employees

As of December 31, 2013, we had 739 employees,whofn were executive officers. All nddermudian employees who operate ot
our Bermuda office are subject to governmental eygdrof Bermuda work permits. None of our employaescovered by collective bargain
agreements, and our management believes that lagionship with our employees is excellent. Followithe closing of our acquisition
Torus, we expect to add approximately 600 emplayees

Financial Information About Geographic Areas
For the year ended December 31, 2013, revenuesdxtennal customers in all of our operating segsieértiuded premiums written.

The following table summarizes our gross premium#en by each of our operating segments by gedgcagrea:

Non-life Life and Active
Run-off % Annuities % Underwriting %
(In thousands of U.S. dollars;

United State: $112,61: 100.C  $77,02: 81.1 $ 15,78« 49.C
United Kingdom — — — — 2,25¢ 7.C
Europe — — 2,79(C 2.€ 2,571 8.C
Asia — — — — 1,93t 6.C
Rest of worlc — — 15,16’ 16.C 9,664 30.C
Total $112,61°  100.( $94,98: 100.C $ 32,21!  100.(

In our active underwriting segment, we only had awnership in Atrium for a portion of the fourth gtex of 2013. Geograpf
distribution in subsequent years is subject to \w@sed upon market conditions and business stegtegi

In our non-life runeff segment, excluding premiums written, our rewendrom external customers included fees from mamagt
consulting and other services through our subsafidocated in Bermuda, the United States, theddniKingdom and Australia. Given 1
global nature of the clients and the risks, exingcand quantifying the consulting revenues attabie to certain geographic locations wouls
impracticable.

Available Information

We maintain a website with the address http://wuastargroup.com The information contained on our website is maflided as a ps:
of, or incorporated by reference into, this fililye make available free of
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charge (other than an investor's own Internet axcbarges) on or through our website our annuartem Form 10K, quarterly reports ¢
Form 10-Q, current reports on FormK8-and all amendments to these reports, as sooreanably practicable after the materit
electronically filed with or otherwise furnishedttee U.S. Securities and Exchange Commission,eStC. Our annual reports on FormK.0-
quarterly reports on Form 10-Q, current reportsFonm 8-K, and amendments to those reports are aladable on the SE& website ¢
http://www.sec.gov In addition, copies of our code of conduct areldgbverning charters for the audit, investment, inatmg and governan
and compensation committees of our board of dirscce available free of charge on our website. dili®@ic may read and copy any matel
we file with the SEC at the SE€Public Reference Room at 100 F Street, NE, Wgthin DC 20549. The public may obtain informatin
the operation of the Public Reference Room bymglihe SEC at 1-800-SEC-0330.
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ITEM 1A. RISK FACTORS

Any of the following risk factors could cause outual results to differ materially from historical anticipated results. These risks i
uncertainties are not the only ones we face. Theag be additional risks that we currently considet to be material or of which we are
currently aware, and any of these risks could causeactual results to differ materially from hisiwal or anticipated results.

You should carefully consider these risks alondhlite other information included in this documentluding the matters address
above under “Cautionary Note Regarding Forward-Lmgk Statements,as well as risks included elsewhere in our documétad with th
SEC, before investing in any of our securities.’i&y amend, supplement or add to the risk factossriteed below from time to time in fut
reports filed with the SEC.

Risks Relating to our Insurance Businesses

If we are unable to implement our business straggsuccessfully, including with respect to our nevaetive underwriting and life and
annuities segments, our business, results of opiera and financial condition may be materially aratlversely affected.

Our future results of operations will depend inndiigant part on the extent to which we can implemeur business strateg
successfully. We significantly expanded our poitfaf closed-life runeff business in 2013 with our acquisition of thes®@a companies. \
also entered the active underwriting business withacquisitions of Atrium and Arden (in late 2018hd our agreement to acquire Tort
transaction expected to close in the first quaste2014). We have limited experience with theserimsses. Our ability to develop and exe
our business strategies with respect to these nasinésses and our core non-life mffi-business is essential to our success, futuoevit
opportunities, expanded market visibility and irased access to capital.

Our business strategies include: generating fuaaggiisition opportunities that are carefully reveelhand priced effectively, including
utilizing our active underwriting platform; proféssally and efficiently managing claims; succedgfabmmuting assumed liabilities and ce
reinsurance assets; profitably underwriting setbagecialty lines; and prudently managing our itwesits in a manner that recognizes
liquidity needs. We may not be able to implement sitategies fully or realize the anticipated resof our strategies as a result of signifi
business, economic and competitive uncertaintieynof which are beyond our control. If we are deaio successfully implement ¢
business strategies, we may not be able to achigwe= growth in our earnings and our financial dition may suffer and, as a result, holt
of our ordinary shares may receive lower returns.

If our insurance and reinsurance subsidiaries’ logeserves are inadequate to cover their actual &ssur insurance and reinsurance
subsidiaries’ net earnings and capital and surplusuld be reduced, which could have a materially adse impact on our results of
operations and financial condition.

Our insurance and reinsurance subsidiaries aréregto maintain reserves to cover their estimaiiéidhate liability for losses and Ic
adjustment expenses for both reported and unreporteirred claims. These reserves are only estsnaftevhat our subsidiaries consider
settlement and administration of claims will coaséd on facts and circumstances known to the dalie®l as well as actuarial methodolo
and procedures. Our commutation activity and claetiement and development in recent years imouotlife runoff segment has resultec
net reductions in provisions for prior period lossad loss adjustment expenses of $257.1 milli@88® million and $293.5 million for tl
years ended December 31, 2013, 2012 and 2011 ctashe. Although past experience indicates that logs reserves have been more
adequate to meet our liabilities, because of tteedainties that surround estimating losses amslddgustment expenses, we cannot be ci
that ultimate losses will not exceed these estimafelosses and loss adjustment expenses in theefulf our subsidiariesteserves a
insufficient to cover their actual losses and ladgistment expenses, our subsidiaries would hasedment their reserves and incur a char
their earnings. These charges could be materiahardd reduce our net earnings and capital andwssirp
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The difficulty in estimating our non-life subsidies’ reserves is increased because these loss resapledei reserves for poten
asbestos and environmental, or A&E, liabilitiesfaicember 31, 2013, A&E gross and net loss resavees approximately 12.4% and 15..
respectively, of total gross and net loss reservi&E liabilities are especially hard to estimafer(many reasons, including long wait
periods and reporting delays and difficulties idfgitg contamination sources and allocating daméghkility), developed case law a
adequate claim history do not always exist for stiaims, and changes in the legal and tort enviemraffect the development of such cla
Ultimate values for such claims cannot be estimatgdg traditional reserving techniques and theeesggnificant uncertainties in estimat
the amount of our subsidiariegbtential losses for these claims. Our subsididngge not made any changes in reserve estimatestpht
arise as a result of any proposed U.S. federaklwgn related to asbestos. To further understhigl risk, see “ltem 7. Management’
Discussion and Analysis of Financial Condition &Results of Operations — Critical Accounting Policie- Losses and Loss Adjustm
Expenses — Latent Claims.”

In our active underwriting business, U.S. GAAP dnetpermit insurers and reinsurers to reservedtastrophes until they occur, wh
means that claims from these events could causaastal volatility in our financial results for wriscal quarter or year and could ha\
material adverse effect on our financial conditéom results of operations, as well as our finarsti@ngth ratings.

For a discussion of reserving risk in our life arhuities business, sed@ur life and annuities business is subject to tkk that actue
experience relating to mortality, morbidity, polipgrsistency, and investment yield may be diffetteart our assumptions and could cause
reserves to be inadequate, or our results of op@natin this business to suffer materially.”

Our expansion into the active underwriting businepgesents certain new risks and uncertainties déised below, as well as others that
we may encounter, which could cause a material adeeeffect on our business, financial condition amésults of operations.

Underwriting is inherently a matter of judgmentyaiving important assumptions about matters thatwpredictable and beyond
control, and for which historical experience anahability analysis may not provide sufficient guida. In addition to the risks a
uncertainties that impact all of our business sedmeur active underwriting business exposes ugsks that include, but are not limited
those set forth below. Any of these risks couldiltes underperformance of the active underwritmgsinesses compared to our expectat
and could also have a material adverse effect osiness, financial condition and results of apiens:

» Exposure to claims arising out of unpredictablauratand mamnade catastrophic events (including hurricanesdstorms, tsunami
severe weather, earthquakes, floods, fires, dreyghplosions, environmental contamination, actewbrism, war or political unre:
and changing climate patterns and ocean temperatmgitions, which could adversely affect our eagsiand financial condition a
cause substantial volatility in our results of gtems for any fiscal quarter or ye.

» Failure of our risk management and loss limitatinathods, or our catastrophe risk modeling procedseadequately manage
exposure to losses or provide sufficient protectigainst losses from catastropt

* The intense competition for business in this industncluding from major global insurance and reirsce companies a
underwriting syndicates with greater experiencer@sdurces than us, or as a result of industryatoiaion;

» Dependence on a limited nhumber of brokers, manag@rgral agents and other third parties to supparbusiness, both in terms
the volume of business we will rely on them to pland the credit risk we will assume from thq

» Susceptibility to the effects of inflation due teemiums being established before the ultimate ansoohlosses and loss adjustn
expense are know

33



Table of Contents

» Susceptibility of the reinsurance we underwritethte quality of the original underwriting decisionsde by the ceding compan
which may lead us to inaccurately assess the wskassume; an

» The cyclical nature of the insurance and reinswdnsiness, which could negatively impact premiataeg and policy terms, as wel
our ability to purchase reinsurance, and could eaus results of operations to fluctuate signiftbafrom period to period

Downgrades of financial strength ratings at Torug tloyd’'s could materially and negatively impact our activaderwriting business an
our company.

The Torus operating insurance entities we haveeagte acquire have been assigned a financial stramaging of “A-" (Excellent) b
A.M. Best. Following the announcement of the agreeiio acquire Torus, its ratings were placed umeeiew by A.M. Best with negati'
implication. A.M. Best stated it expects to resdiive under review status at a point after the cetigal of the transaction, following discussi
with Enstar, Stone Point Capital, and Toruzanagement. A ratings downgrade, withdrawal or tregavatch or outlook could negativi
impact Torus’competitive position in the industry, severely lirar prevent Torus from writing new insurance aathsurance contracts, ¢
permit certain ceding companies to cancel reinsigaontracts Torus has issued. Such a change alsaldnhibit our ability to implement a
business and growth strategies successfully foligwie acquisition.

In addition, Lloyd’s ratings apply to business wait through Syndicate 609 and Torus’ Syndicate 1B@ilyd’s is rated “A” Excellent
by A.M. Best and “A+” (Strong) by Fitch Ratings atandard and Poor’s. Financial strength ratingsndpades at Lloyd could adverse
affect our Lloyd’s syndicates’ ability to tradedertain classes of business at current levels.

Emerging claim and coverage issues could adverséfgct our business.

As industry practices and legal, judicial, sociatlather environmental conditions change, unexpeate unintended issues relate
claims and coverage may emerge. These issues maysaty affect the adequacy of our provision faskes and loss adjustment expenst
either extending coverage beyond the intent ofrenste policies and reinsurance contracts envisiatetie time they were written, or
increasing the number or size of claims. Our exms$o these uncertainties could be exacerbatechbgcease in insurance and reinsuri
contract disputes, arbitration and litigation. Tulk effects of these and other unforeseen emergiaign and coverage issues are extremely
to predict. In some instances, these changes miapetome apparent until some time after we haveies) or issued the contracts that
affected by the changes. As a result, the full exté liability under these insurance or reinsugnontracts may not be known for many y
after a contract has been issued.

Exit and finality opportunities provided by solvesthemes of arrangement may not continue to be k@e, which may result in the
diversion of our resources to settle policyholddaims for a substantially longer run-off period anihcrease the associated costs of run-
off of our insurance and reinsurance subsidiaries.

With respect to our U.K., Bermudian and Australiasurance and reinsurance subsidiaries, we aretalpersue strategies to achi
complete finality and conclude the roff-of a company by promoting solvent schemes ddragement. Solvent schemes of arrangement
been a popular means of achieving financial cestaind finality for insurance and reinsurance conigaincorporated or managed in the L
Bermuda and Australia, by making a one-time full final settlement of an insurance and reinsuraorepanys liabilities to policyholders.
solvent scheme of arrangement is an arrangememtebrta company and its creditors or any class efmthFor a solvent scheme
arrangement to become binding on the creditorseatimg of each class of creditors must be calléth the permission of the local court,
consider and, if thought fit, approve the solvesfitesne of arrangement. The requisite statutory nitgjof creditors of not less
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than 75% in value and 50% in number of those apesliictually attending the meeting, either in persoby proxy, must vote in favor o
solvent scheme of arrangement. Once the solveenhselof arrangement has been approved by the statagjority of voting creditors of tt
company, it requires the sanction of the local tatia hearing at which creditors may appear. Thetenust be satisfied that the scheme is
following a full consideration of the relevant egitte and of the scheme’s individual merits.

Should a solvent scheme of arrangement promotethpyf our insurance or reinsurance subsidiarigsofaeceive the requisite appro
by creditors or sanction by the court, or shouldestt schemes no longer be available to the satsnexve will have to run off these liabilit
until expiry, which may result in the diversiona@ir resources to settle policyholder claims foulassantially longer rumff period and increa:
the associated costs of run-off, resulting potdigtia a material adverse effect on our financiahdition and results of operations.

Our life and annuities business is subject to thek that actual experience relating to mortality,arbidity, policy persistency, and
investment yield may be different than our assunapis and could cause our reserves to be inadequat®ur results of operations in this
business to suffer materially.

On March 31, 2013, we acquired the Pavonia compdmen HSBC, thus substantially increasing our ethgfe insurance portfolio. Tt
performance of our life and annuities businessigali dependent on our ability to manage the offnsuccessfully and operate the busi
effectively and efficiently. Our reserves for lifad annuity policy benefits are based on certasuraptions, including mortality, morbidi
policy persistency/lapse rates, expenses, and uiscates, which are impacted by expected invedtiyiefds on the assets that support t
liabilities. The adequacy of our reserves is caggint on actual experience related to these keyrgstfans, which were generally establishe
the time of issue and reviewed and adjusted uperaoguisition. Under GAAP, these assumptions ackdd in throughout the life of t
contract unless a premium deficiency develops, Wwhieans the impact of difference between assungptiod actual experience is reflecte
results of operations each period. In additioradfual experience differs from these assumptions,reserves may not be adequate, w
would require us to add to reserves, or the costamins could increase. This could materially addesisely impact our results of operations
financial condition.

Our life subsidiaries are exposed to the risk dastmophic mortality, such as a pandemic or otlvenethat causes a large numbe
deaths. In an economibownturn, our life insurance subsidiaries may edgmee an elevated incidence of lapses of life iasce policie
because there is a greater risk that policyholdexg choose to defer paying insurance premiumsogr [gaying insurance premiums altoge
(or that the policyholders who remain may consfst mondiversified selection of holders). Any of these rgecould adversely affect ¢
results of operations and financial condition.

Fluctuations in the reinsurance industry may causeir operating results to fluctuate significantly.

The reinsurance industry historically has been exttbjo significant fluctuations and uncertainti€sctors that affect the industry
general may also cause our operating results tbutiie, or may adversely impact our ability to pxase reinsurance in our active underwr
business. As a result, the industry’s and our tability may be affected significantly by:

« fluctuations in interest rates, inflationary pregsuand other changes in the investment environmdrith affect returns on inves
capital and may affect the ultimate payout of las®unts and the costs of administering books aktgance busines

 volatile and unpredictable developments, such asetlthat have occurred since 2008 in the waittke financial and credit marke
which may adversely affect the recoverability ahseirance from our reinsurel

» changes in reserves resulting from different tygfedaims that may arise and the development atjablinterpretations relating to t
scope of insure’ liability; and

 the overall level of economic activity and the catitive environment in the industr
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Risks Relating to Our Acquisitions

Our inability to successfully price acquisitions dmmanage our portfolio of insurance and reinsurancempanies may adversely impact
our ability to grow our business and may resultinaterial losses.

Our runoff business entails acquiring and managing clogsdrance and reinsurance companies and portfefosmsurance ar
reinsurance. This business differs from the busiédraditional insurance and reinsurance undéngrin that our companies and portfolio:
run-off no longer underwrite new policies and are scibje the risk that their stated provisions forskes and loss adjustment expense, or |
will not be sufficient to cover future losses ahd tost of run-off. Because our non-life compaumied portfolios in rureff generally no longe
collect underwriting premiums, our sources of capib cover losses are limited to our stated resgrveinsurance coverage and rete
earnings. Although our life and annuities businesie collect premiums on iiorce policies, they are subject to the risk that premiums the
receive and their stated policy benefits for lifedaannuity contracts will not be sufficient to covature obligations and costs. Our ac
underwriting business, although it produces newniuen revenue, also remains subject to many of thieks.

In order for us to achieve positive operating ressuwe must first price acquisitions on favoratderts relative to the risks posed by
acquired businesses and then successfully manageactuired businesses by efficiently managing daioollecting from reinsurers a
controlling expenses. Failure to do these thingsessfully could result in us having to cover Iessastained with retained earnings, w
would materially and adversely impact our abiliygrow our business and may result in materialess

We have made, and expect to continue to make, asitjons of insurance and reinsurance companies, ath@se activities may not be
financially beneficial to us or our shareholders.

We have pursued and, as part of our strategy, Weavitinue to pursue growth through acquisitic®sce our formation in August 20(
we have acquired over 60 insurance and reinsuresio@anies and portfolios of insurance and reinsigdousiness, and we expect to cont
to make such acquisitions in the future. Sinceltbginning of 2013, we have expanded our acquisitfoom primarily property and casue
run-off business to several life and annuities canigs in rumeff, as well as active underwriting companies. Vé@rmot assure you that
performance of the companies acquired will meetexpectations, and we cannot be certain that artiiesfe acquisitions will be financia
advantageous for us or our shareholders.

The evaluation and negotiation of potential acdjoiss, as well as the integration of an acquiredifess or portfolio, could result it
substantial diversion of management resources. i8itipns could involve numerous additional riskglsas potential losses from unanticipi
litigation, levels of claims or other liabilitiesyd exposures, an inability to generate suffici@vienue to offset acquisition costs and finai
exposures in the event that the sellers of thaiemtive acquire are unable or unwilling to meeirtir@lemnification, reinsurance and ot
obligations to us (if any such obligations are lizcg).

Our ability to manage our growth through acquisisiavill depend, in part, on our success in addngstiese risks. Any failure by us
effectively implement our acquisition strategiesiidochave a material adverse effect on our busidgss)cial condition or results of operations.

We face challenges to realizing the expected bdredf acquisitions, which may cause underperformanelative to our expectations,
unforeseen liabilities and expenses, integratiorfidulties and other challenges, any or all of whiccould have a material adverse effect
on our business, financial condition or results operations.

The acquisitions we have made and expect to makihdnfuture may pose operational challenges, expsséo risks and dive
management’s time and energy, including relating to

» funding cash flow shortages that may occur if apéited revenues are not realized or are delayed, expenses are greater tl
anticipated
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» the value of assets being lower than expectednoingihing because of credit defaults or changesterest rates, or liabilities assun
being greater than expecte

* integrating financial and operational reportingteyss and internal controls, including assuranceoafpliance with Section 404 of 1
Sarbane®xley Act of 2002 and our reporting requirementdemthe Securities Exchange Act of 1934, as amefaietthe Exchanc
Act);

 establishing satisfactory budgetary and other firedrcontrols;

* leveraging our existing capabilities and experitide the business acquired and establishing syeengithin our organizatior

» funding increased capital needs and overhead e&p;

* integrating technology platform

» obtaining and retaining management personnel reddar expanded operatior

« fluctuating foreign currency exchange rates retptmthe assets and liabilities we may acqt

» goodwill and intangible asset impairment charges,

» complying with applicable laws and regulatio

In particular, our ability to integrate and sucdekg operate the Torus companies will be a key ponent to our continued succe
Torus will add approximately 600 new employeesdampared to the approximately 739 employees wealsaof December 31, 2013) an
number of new offices in various countries. Alonghwthe Atrium and Arden companies, the Torus grailpform a significant part of ot
new active underwriting segment. In addition to tieks discussed above, the potential challengemtefrating Torus and achieving
anticipated benefits include implementing businasd underwriting plans for Torus, establishing atiag efficiencies, managing expen:

retaining key employees, improving systems, worlgffgctively with Trident, (our joint venture paelr), and assimilating the Torus compa
into our internal control system.

Our failure to manage successfully these operaticimalenges and risks could have a material adveffect on our business, finan
condition or results of operations.

We may not complete future acquisitions within thime frame we anticipate or at all, which could hawa negative effect on our business,
financial condition or results of operations.

A key part of our business strategy is completieguasitions. Once we have signed a definitive ages@ to acquire a business
portfolio, conditions to closing, such as obtainiegulatory approvals or shareholder approvals,trhasmet before the acquisition car
consummated. These and other closing conditionsrmotipe satisfied at all, or may cause a mategkdydin the anticipated timing of closi
In addition, our ability to complete the acquisgition the originally anticipated terms, or at albbuld be jeopardized if a seller recei
competing proposals, if litigation is brought clealyjing the transaction or certain of its termsif segulators impose unexpected terms
conditions on the transaction. Failure to consunenaat acquisition on the originally anticipated teyrar a significant delay in the closi
could result in significant expense, diversioniofe and resources, reputational damage, litigatimha failure to realize the anticipated ben
of the acquisition, all of which could materiallghaersely impact our business, financial conditiod eesults of operations.

Risks Relating to Liquidity and Capital Resources
We may require additional capital and credit in tHeture that may not be available or may only beadlable on unfavorable terms.

Our future capital requirements depend on manyofagincluding acquisition activity, our ability tnanage the run#f of our assume
policies, our ability to establish reserves at Iewafficient to cover losses,
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and our underwriting plans. We may need to rais#itiathal funds through equity or debt financingstlire future. Our ability to secure t
financing may be affected by a number of factarsluding volatility in the worldwide financial magks and the strength of our capital pos
and operating results. Any equity or debt finangiiigavailable at all, may be on terms that are fasorable to us. In the case of eq
financings, dilution to our existing shareholdeuld result, and any securities that are part ahseaquity financing may have rigt
preferences and privileges that are senior to tlodseur already outstanding securities. If we cdnolmtain adequate capital or credit,
business, results of operations and financial damdicould be adversely affected by, among othangt) our inability to finance futu
acquisitions.

Uncertain conditions in the economy generally matarially adversely affect our business, resultsogferations and financial conditior

In the event of financial turmoil affecting the bl banking system and financial markets (includihg sovereign debt marke
additional consolidation of the financial servigedustry, or significant financial service institn failures, there could be a new or increme
tightening in the credit markets, low liquidity, daextreme volatility in fixed maturity, credit, aency, and equity markets. This could ha
number of effects on our business, including odilitglio obtain financing for future acquisitionEven if financing is available, it may only
available at an unattractive cost of capital, whiakuld decrease our profitability. Economic coratit could also affect demand for and cle
made under our products, our counter-party crégkt and the ability of our customers to estabtisimaintain their relationships with us.

Net investment income and net realized and unesdigains or losses also could vary materially fexpectations depending on gain
losses realized on the sale or exchange of finaims&uments; impairment charges resulting fronafeations of debt and equity securities
other investments; interest rates; cash balanceb;,changes in the fair value of derivative instratse Increased volatility in the financ
markets and overall economic uncertainty would eéase the risk that the actual amounts realizettenfuture on our financial instrume
could differ significantly from the fair values cantly assigned to them.

In addition, rating agency downgrades of the Urfel d.K. governmens credit rating and the credit ratings of certaimdpean countri
reflect a concern of the potential default of gowveent issuers and have created broader financiabiland uncertainty, which has weigl
heavily on the global banking system. These dowdegaand any future downgrades of the U.S. and boernment credit rating and tl
credit ratings of one or more European countriey materially adversely affect our business, finahciondition and results of operatic
including the return on and value of our investresent

Reinsurers may not satisfy their obligations to omsurance and reinsurance subsidiaries, which cduiesult in significant losses or
liquidity issues for us.

Our insurance and reinsurance subsidiaries areecuty) credit risk with respect to their reinsurbesause the transfer of risk t
reinsurer does not relieve our subsidiaries ofrth@bility to the insured. Many reinsurance comigarhave been negatively impacted by
difficult financial and economic conditions sinc@08, including unprecedented financial market ¢isan. A number of these compan
including some of those with which we conduct bass) have been downgraded and/or have been plagsehative outlook by various rat
agencies. In addition, reinsurers may be unwiliagpay our subsidiaries even though they are abl#otso, or disputes may arise regar
payment obligations. The failure of one or moreof subsidiariesteinsurers to honor their obligations in a timedghion may affect our ce
flows, reduce our net earnings or cause us to iaaignificant loss. Disputes with our reinsureyralso result in unforeseen expenses rel
to litigation or arbitration proceedings.

As of December 31, 2013, the balances recoverabia feinsurers amounted to $1.36 billion, of wh&2b6.2 million was associal
with one reinsurer, which represented 10% or mdréotal reinsurance balances recoverable. Of tHe6$2 million recoverable from t
reinsurer at December 31, 2013, all of it was sstum a trust account held for the benefit of omsurance and reinsurai
subsidiaries. Although our exposure to this
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reinsurer is mitigated by the trust fund, expogorthis and any other reinsurers who from timeneetrepresent meaningful percentages o
total reinsurance balances recoverable may inctbasesks described above.

We are a holding company, and we are dependentt@nability of our subsidiaries to distribute funds us.

We are a holding company and conduct substan@dlligf our operations through subsidiaries. Ouryaignificant assets are the cay
stock of our subsidiaries. As a holding company,ane dependent on distributions of funds from aursgliaries to fund acquisitions, ful
financial obligations in the normal course of owsimess, and pay dividends (in the event we sotayltlo so). Our subsidiaries may
generate sufficient cash from operations to enabl® make future acquisitions, fulfill other fir@al obligations or pay dividends.

In addition, the ability of our insurance and reirece subsidiaries to make distributions to usniged by applicable insurance laws
regulations (which are described in “Business — WRagpn” beginning on page 24). These laws and regulatiodste determinations by 1
regulators implementing them may significantly nestdistributions, and, as a result, our overagjlidity. The ability of all of our subsidiari
to make distributions to us may also be restrittgdamong other things, other applicable laws awlilations and the terms of our bank Ic
and our subsidiaries’ bank loans.

Fluctuations in currency exchange rates may causeto experience losses.

We maintain a portion of our investments, insuralkilities and insurance assets denominated mneagies other than U.S. dolle
Consequently, we and our subsidiaries may expeziéoieign exchange losses, which could adversdfctabur results of operations. !
publish our consolidated financial statements irs.Udollars. Therefore, fluctuations in exchangeegsatised to convert other currenc
particularly Australian dollars, British pounds aBdros, into U.S. dollars will impact our report@tancial condition, results of operations
cash flows from year to year.

Our failure to comply with covenants contained iruocredit facilities could trigger prepayment obbdgions, which could adversely affect
our results of operations and financial condition.

We and our subsidiaries currently have three oodétg credit facilities: our Revolving Credit Fatil the Clarendon Facility and t
SeaBright Facility. These credit facilities contaiarious business and financial covenants that sapestrictions on us and certain of
subsidiaries with respect to, among other thingsjtdtions on mergers and consolidations, acqois#tj indebtedness and guaran
restrictions as to certain dispositions of stocH dividends and stock repurchases, investment i@ntst and limitations on liens on stock.
may also enter into future credit facilities or @tlidebt arrangements containing similar or differestrictive covenants. Our failure to comr
with these covenants could result in an event fdudeunder the credit facilities, which could résn us being required to repay the amo
outstanding under these facilities prior to majyurithese prepayment obligations could have an adveifect on our results of operations
financial condition.

In addition, complying with these covenants coiraitl our financial and operational flexibility. Owredit facilities are described in m
detail in “Management’s Discussion and Analysi§ifancial Condition and Results of Operations —nRayable” on page 111.

Risks Relating to Our Investments

The value of our insurance and reinsurance subsides’ investment portfolios and the investment imoe that our insurance and
reinsurance subsidiaries receive from these poiitfslmay decline materially as a result of marketdtuations and economic conditions.

We derive a significant portion of our income fromr invested assets, which consist primarily okstments in fixed maturity securiti
The net investment income that our subsidiariefzeeérom investments in fixed maturity securitiedll generally increase or decrease \
changes in interest rates. The fair
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market value of our subsidiariefsked maturity securities generally increases ardases in an inverse relationship with fluctuaioninteres
rates, which are highly sensitive to many factorsluding governmental monetary policies, domeatid international economic and politi
conditions and other factors beyond our controk Tdir market value can also decrease as a resatiyodownturn in the business cycle
causes the credit quality of those securities terd@ate. Any such deterioration of credit ratirgsour fixed maturity security investments r
result in the need to liquidate these securitighénfinancial markets. If we are required to lapte these securities during a period of tighte
credit, we may realize a significant loss.

In addition, some of our fixed maturity securitisach as mortgage-backed and other asaeited securities, carry prepayment risk, o
risk that principal will be returned more rapidly slowly than expected, as a result of interest fatctuations. When interest rates dec
consumers will generally make prepayments on theirtgages, causing us to be repaid more quickly tia might have originally anticipatt
meaning that our opportunities to reinvest thesegeds back into the investment markets may bedatced interest rates (with the conv
being true in a rising interest rate environmeMprtgage-backed and other asbatked securities are also subject to default oiskhe
underlying securitized mortgages, which would daseethe value of our investments.

The fair market value of our subsidiaries’ fixedtoréty securities and short-term investments cfassias trading and/or available-for-
sale in our subsidiarieshvestment portfolios amounted to $3.9 billion atd@mber 31, 2013. The changes in the market valugur
subsidiaries’ securities that are classified asliiga or available-for-sale are reflected in ourafigial statements. Other-thtamporar
impairments in the value of our subsidiariised maturity securities are also reflected in 6oancial statements. As a result, a decline a
value of the securities in our subsidiaries’ inwssat portfolios may materially reduce our net inecamd shareholdersquity, and may cau
us to incur a significant loss. For more information our subsidiaries’ investment portfolios, séterfi 7. Managemers’ Discussion ar
Analysis of Financial Condition and Results of Ggtems — Liquidity and Capital Resources — Investtaéon page 102.

Our investments in alternative investments may liguid and volatile in terms of value and returnsyhich could negatively affect our
investment income and liquidity.

In addition to fixed maturity securities, we haneested, and may from time to time continue to gtyvim alternative investments sucl
private equity, fixed income, fixed income hedgguity and real estate debt funds. These and othelas investments may be illiquid due
restrictions on sales, transfers and redemptioay, mave different, more significant risk charadtes than our investments in fixed matc
securities and may also have more volatile valnesraturns, all of which could negatively affect awestment income and liquidity.

Alternative or “other’investments held by our insurance and reinsuramiosidiaries may not meet regulatory admissibildguirement:
which may limit our subsidiariesability to make capital distributions to us andnsequently, negatively impact our liquidity. As
December 31, 2013, we had an aggregate fair maee of $569.3 million of such investments, whicbmprised 10.3% of our to
investments, and during the first quarter of 20hdye made commitments with respect to addition@r@tive investments. For mu
information on our alternative investments, seertit7. Managemerst’ Discussion and Analysis of Financial Conditiord dResults ¢
Operations — Liquidity and Capital Resources — Biments” on page 102.

The valuation of our investments may include mettobolgies, estimations and assumptions that are sabte differing interpretations an
could result in changes to investment valuationathmay materially adversely affect our financial ndition or results of operations.

Fixed maturity and alternative investments, suclprasate equity, fixed income, fixed income hedgquity and real estate debt fur
represent the majority of our total cash and iregstssets. Other than fixed maturity securitiessified as held-toraturity and carried
amortized cost, these investments are reportegiratdlue on our consolidated balance sheet. Fdirevprices for all trading and available-for
sale securities in the fixed
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maturities portfolio are independently provided byr investment custodians, investment accountingicse providers and investmt
managers, each of which utilize internationallyogized independent pricing services. We record uhadjusted price provided by 1
custodians, accounting service providers or maisagéter we perform an internal validation proc&ssr value for our alternative investme
is estimated based primarily on the most recergborted net asset values reported by the fund neanatyich we may adjust in our judgm
following our internal review.

These valuation procedures for our alternative stments involve estimates and judgments, and duyérgpds of market disruptio
(such as periods of significantly rising or higleirest rates, rapidly widening credit spreadsliguildity), it may be difficult to value certain
our securities if trading becomes less frequennarket data becomes less observable. In additi@ne tmay be certain asset classes thi
now in active markets with significant observabltadthat become illiquid due to changes in theniina environment. In these cases,
valuation of a greater number of securities in iowestment portfolio may require more subjectivaiyd management judgment. As a re
valuations may include inputs and assumptionsahaiess observable or require greater estimasomedl as valuation methods that are n
sophisticated or require greater estimation, whigly result in values that could be less than thgevat which the investments could ultima
be sold. Further, rapidly changing and unpredietatsedit and equity market conditions could maligriaffect the valuation of securiti
carried at fair value as reported within our coitkdked financial statements and the periogidtiod changes in value could vary significal
Decreases in value could have a material advefset @ our financial condition and results of gpEms.

The nature of our business liquidity demands ancethtructure of our entitiesinvestment portfolios may adversely affect the penfiance
of our investment portfolio and financial resultsral our investing flexibility.

We strive to structure our investments in a marhat recognizes our liquidity needs for future iiidles. Because of the unpredicta
nature of losses that may arise under our insuramcereinsurance subsidiarigg’surance or reinsurance policies and as a resuttut
opportunistic commutation strategy, our liquidityeds can be substantial and may arise at any ltimbat regard, we attempt to correlate
maturity and duration of our investment portfoledur general liability profile. If we are unsucsks in managing our investment portfc
within the context of this strategy, we may be &fdo liquidate our investments at times and ategrihat are not optimal, and we may |
difficulty in liquidating some of our alternativevestments due to restrictions on sales, transfetisredemptions. This could have a mat
adverse effect on our business and the performainmgr investment portfolio.

We maintain each company within our organizatiod aach acquired portfolio of insurance and reinstgabusiness in separate stan
alone entities, and therefore, we have many indaligportfolios of cash and investments. Each imaest portfolio has its own regulatt
admissibility requirements, and each mffi-entity is likely to have negative cash flowsedto commutation activity, claims settlements
capital distributions. These factors reduce ouralV@vesting flexibility.

Risks Relating to Laws and Regulation

Insurance laws and regulations restrict our ability operate, and any failure to comply with thesavs and regulations, or any
investigations by government authorities, may havenaterial adverse effect on our business.

We are subject to extensive regulation under imsigdaws and regulations of a number of jurisdicdioExisting laws and regulatic
limit the amount of dividends that can be paid $ohy our insurance and reinsurance subsidiariescpbe solvency and capital adeqt
standards that they must meet and maintain, impestections on the amount and type of investmémds they can hold to meet solvency
capital adequacy requirements and require themaiotain reserve liabilities. Failure to comply witiese laws and
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regulations may subject our insurance and reinsgraubsidiaries to fines and penalties, restriemttirom conducting business or resu
commencement of insurance company delinquency pdings against a nasempliant insurance or reinsurance subsidiary. dpyication o
these laws and regulations may affect our liquidihd restrict our ability to expand our businessrafions through acquisitions or to

dividends on our ordinary shares. Furthermore, diamge with legal and regulatory requirements masult in significant expenses, wh
could have a negative impact on our profitabilitg. further understand these risks, see “Busine$egulation” beginning on page 24.

In addition to legal and regulatory requiremerttg, insurance and reinsurance industry has expedesubstantial volatility as a resul
current investigations, litigation and regulatotigty by various insurance, governmental and esgment authorities, including the SI
concerning certain practices within the insuranue r@insurance industry. Our life insurance sulbsids may be subject to life indusspecific
investigations, including ongoing industwjde investigations by state attorney generals @thér regulators into compliance with unclair
property laws and practices relating to forgdaeed insurance. Insurance and reinsurance coagp#mt we have acquired, or may acqui
the future, may have been or may become involveldare or other investigations and may have law$iléd against them. Our involvemen
any investigations and related lawsuits would cawséo incur legal costs and, if we or any of m8urance or reinsurance subsidiaries
found to have violated any laws, we could be regfuto pay fines and damages, perhaps in materialats

If we fail to comply with applicable insurance lavand regulations, we may be subject to disciplination, damages, penalties or
restrictions that may have a material adverse effen our business.

Our subsidiaries may not have maintained or be @bieaintain all required licenses and approvalsmaimtained or be able to maint
their businesses in full compliance with the lawsl aegulations to which they are subject, or tHevant insurance regulatory authorgy’
interpretation of those laws and regulations. Iditah, some regulatory authorities have relativietgad discretion to grant, renew or rev
licenses and approvals. If our subsidiaries do hnte the requisite licenses and approvals or docootply with applicable regulatc
requirements, the insurance regulatory authonitiag preclude or suspend our subsidiaries from ragrgn some or all of their activities, pl:
one or more of them into rehabilitation or liquidat proceedings, or impose monetary penalties emttrhese types of actions may ha
material adverse effect on our business and mayjygle us from making future acquisitions or obtainfuture management engagements.

Political, regulatory and industry initiatives codladversely affect our business.

Increasingly, governmental authorities seem tonberésted in the potential systemic risks posethbynsurance and reinsurance indu
as a whole. The insurance regulatory environmesthbieome subject to increased scrutiny across deuof jurisdictions, and authorit
regularly consider enhanced or new regulatory reguénts and seek to exercise their supervisoryodtithin new and more extensive we
Regulators are generally concerned with the primtecf policyholders above other constituenciesluding our shareholders. Additional le
and regulations have been and may continue to aetethin the wake of the recent or future finanarad credit crises that may have adv
effects on our operations, financial condition digdidity. We cannot predict the exact nature, timor scope of these initiatives; however
believe it is likely there will be increased regoly intervention in our industry in the future atigese initiatives could adversely affect
business.

Changes in current accounting practices and futupgonouncements may materially impact our reportedancial results.

Unanticipated developments in accounting practives require us to incur considerable additionalesmges to comply with su
developments, particularly if we are required tepgare information relating to prior periods for quarative purposes or to apply the 1
requirements retroactively. The impact of changes i
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current accounting practices and future pronouncésneannot be predicted but may affect the calimradf net income, shareholdeexjuity
and other relevant financial statement line itemsparticular, recent guidance and ongoing projeciisin place by standard setters glot
have indicated a possible move away from the curirsurance accounting models toward more “faiueélbased models, which coi
introduce significant volatility in the earningsioburance industry participants. Furthermore,suédating to certain accounting practices ir
insurance and reinsurance industry are currenilygbeviewed by applicable regulatory bodies angl @manges required by that review cc
have a material effect on the reported resultgpefations and financial condition of the industryparticular market participants.

Risks Relating to our Operations

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

Our success substantially depends on our abiligttiact and retain qualified employees and upenathility of our senior managem
and other key employees to implement our busineagegy. We believe that there are only a limitedhber of available qualified personne
the business in which we compete. We rely substifintipon the services of Dominic F. Silvester, @hnief Executive Officer, Paul J. Bhe:
and Nicholas A. Packer, our Executive Vice Predil@amd Joint Chief Operating Officers, Richard arr$, our Chief Financial Officer, a
our subsidiariesexecutive officers and directors, as well as ogalananagement teams, to implement our businestegies. The loss of t
services of any of our management or other keyopered, or the loss of the services of or our refehips with any of our directors, could h
a material adverse effect on our business.

Under Bermuda law, non-Bermudians (other than sgowé Bermudians, holders of a permanent resigaditificate or holders of
working residens certificate) may not engage in any gainful octiopain Bermuda without an appropriate governmewtatk permit. As
result, if we were to lose any of our key Bermudadd employees, the work permit laws and policiag hinder our ability to replace them.

Our directors and executive officers may have owstgp interests or other involvement with entitidsat could compete against us, and
conflicts of interest might prevent us from pursudrdesirable acquisition, investment and other busés opportunities.

Our directors and executive officers may have oshigrinterests or other involvement with entitibattcould compete against us, ei
in the pursuit of acquisition targets or in our ipess operations. On occasion, we have also pzatem in transactions in which one or mor
our directors or executive officers or their afftks had an interest, and we may do so in theefuiire interests of our directors and execi
officers in such transactions or such entities mesylt in a conflict of interest for those direst@nd officers.

The audit committee of our board of directors, vahis comprised entirely of independent directoesjews any material transactic
involving a conflict of interest and may take ansoas it deems appropriate in the particular cistances. We may not be able to pursu
advantageous transactions that we would otherwisgup in the absence of a conflict, in particulair audit committee is unable to detern
that any such transaction is on terms as favoi@bige could otherwise obtain in the absence oh#lico

If third-party administrators were to breach obligi@ns owed to us, our business and results of opierss could be adversely affected.

Certain of our subsidiaries rely on relationshipghwa number of third-party administrators, undentcacts pursuant to which these third
party administrators manage and pay claims on olosidiaries’behalf and advise with respect to case reservebebe relationships, we n
on controls incorporated in the provisions of tlienaistration agreement, as well as on the admatists internal controls, to manage
claims process within our prescribed parametershofigh we monitor these administrators on an orggbasis, our monitoring efforts may
be adequate or our administrators could exceed dlughorities or otherwise breach obligations oweeds, which, if material, could advers
affect our business and results of operations.
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With respect to certain of our subsidiariéi§¢ insurance products, our subsidiaries depenshupe counterparty to an administra
services agreement in order to collect policy ptens and maintain necessary customer data. Thereisk that the counterparty may fai
perform its obligations under the agreement to jsl®waccurate and timely premiums and data, orvileadr the counterparty could experie
difficulties with the operation of the supportirechnology systems. Any of these risks could resulnderperformance of our life and annui
business compared to our expectations, and coshl lsve a material adverse effect on our busifasmcial condition and results
operations.

If we experience difficulties with our informatiotechnology assets or cyber security, our businemsld be adversely affected.

We rely heavily on the successful, uninterruptattfioning of our information technology assets tgldcommunications systems, as
as those of any thirgarty service providers we use. Our business igmdgnt upon our ability to perform, in an efficiemtd uninterrupte
fashion, necessary business functions, such asgaldims, performing actuarial and other modefinmrtions, pricing, quoting and process
policies, acquisition work and other necessary llefiaancial and business functions. A failure afranformation technology assets
telecommunications systems could materially impactability to perform these functions, affect t@nfidentiality, availability or integrity «
information or information systems, expose ustigdtion and increase our administrative expenses.

Computer viruses, hackers and other external hazaglwell any internal process or employee fasluoauld expose our informati
technology assets to security breaches that masecaritical data to be corrupted or confidentiabmprietary information to be exposed.
potential consequences of a cylergurity incident could include liability, reputatial damage to our company, and dissatisfied cus&
policyholders and business partners. Such an intideuld cause us to lose business and commit resgumanagement time and mone
remediate these breaches, any of which in turndcloave an adverse impact on our business.

Risks Relating to Ownership of Our Ordinary Shares
Our stock price may experience volatility, theretgusing a potential loss of value to our investors.

The market price for our ordinary shares may flattusubstantially and could cause investment lodsesto, among other things,
following factors:

e announcements with respect to an acquisition arstmaent

» changes in the value of our ass

» our quarterly and annual operating rest

 sales, or the possibility or perception of futuates, by our existing shareholde
» changes in general conditions in the economy amd$urance industn

* the financial markets; ar

 adverse press or news announcem

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

We have a number of shareholders with large intgréscluding several that may be affiliated witlemmbers of our Board of Directa
The interests of Messrs. SilvesterSbea and Packer, Trident V, L.P. and its affiligtsTrident), Beck Mack & Oliver and Goldman, Sa&
Co. and its affiliates (or Goldman Sachs) may refuily aligned with your interests, and this magad to a strategy that is not in your |
interest. As of December 31, 2013, Messrs. Silve§tiShea and Packer, Trident, Beck Mack and Gold®achs beneficially
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owned approximately 8.8%, 1.9%, 2.5%, 9.7%, 8.6% 8%, respectively, of our outstanding votingimady shares. Goldman Sachs o
additional nonvoting ordinary shares that, together with its ngtshares, represented an economic interest titlgligver 20% as of Decemt
31, 2013. In connection with the Amalgamation Agneat to acquire Torus, we will issue voting ordinahares to affiliates of First Rese
Management, L.P. (or First Reserve) and Corsaicigfig Investors, L.P. (or Corsair) at the closowfghe Amalgamation constituting 9.5%
2.5%, respectively, of our outstanding voting oedinshares.

Although they do not act as a group, Trident, B&tkck, Goldman Sachs and each of Messrs. Silve€t&8hea and Packer (a
following closing of the Amalgamation, First Reserand Corsair) may exercise significant influenseromatters requiring sharehol
approval, and their concentrated holdings may detagieter possible changes in control of Enstaichvimay reduce the market price of
ordinary shares.

Some aspects of our corporate structure may disem# third-party takeovers and other transactionispit voting rights of certain
shareholders to 9.5% or prevent the removal of daard of directors and management.

Some provisions of our bylaws have the effect of making more difficult osciburaging unsolicited takeover bids from thirdtigaro
preventing the removal of our current board of tives and management. In particular, our laves make it difficult for any U.S. sharehol
or Direct Foreign Shareholder Group (a sharehaddgroup of commonly controlled shareholders oftBnthat are not U.S. persons) to ow
control ordinary shares that constitute 9.5% orevafrthe voting power of all of our ordinary shar€ke votes conferred by such shares wi
reduced by whatever amount is necessary so thetafly such reduction the votes conferred by shelnes will constitute 9.5% of the tc
voting power of all ordinary shares entitled toevgenerally. The primary purpose of this restritti® to reduce the likelihood that we will
deemed a “controlled foreign corporationithin the meaning of Internal Revenue Code of 1%86amended, or the Code, for U.S. feder:
purposes. However, this limit may also have theafbf deterring purchases of large blocks of adinary shares or proposals to acquire
even if some or a majority of our shareholders mdgem these purchases or acquisition proposdle to their best interests. In addition,
byedaws provide for a classified board, whose memipeag be removed by our shareholders only for caysa majority vote, and cont:
restrictions on the ability of shareholders to noaté persons to serve as directors, submit resokito a shareholder vote and request sy
general meetings.

These bydaw provisions make it more difficult to acquirentml of us by means of a tender offer, open mapkiethase, proxy contest
otherwise. These provisions may encourage persegigng to acquire control of us to negotiate withr directors, which we believe wol
generally best serve the interests of our sharenaltHowever, these provisions may have the effediscouraging a prospective acquirer f
making a tender offer or otherwise attempting téawbcontrol of us. In addition, these blgav provisions may prevent the removal of
current board of directors and management. To #tene these provisions discourage takeover attentipéy may deprive shareholders
opportunities to realize takeover premiums forrtisbiares or may depress the market price of theesha

There are regulatory limitations on the ownershimd transfer of our ordinary shares.

Insurance laws and regulations in the jurisdictionsvhich our insurance and reinsurance subsidiasjgerate require prior notices
regulatory approval of changes in control of aruies or its holding company. Different jurisdictmdefine changes in control differently, .
generally any purchaser of 10% or more of our airshares could become subject to regulation equired to file certain notices and rep
with the applicable insurance authorities (althoughkertain jurisdictions these obligations apmyat purchaser of 5% or more of our ordir
shares). These laws may discourage potential atiqnigroposals and may delay, deter or preventhange in control of us, includi
transactions that some shareholders might contidez desirable.
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The market value of our ordinary shares may declifidgarge numbers of shares are sold, including puwrant to existing registration
rights.

We have a registration rights agreement with MixeSter, Trident and certain other of our sharebidd This agreement provides !
Mr. Silvester and Trident may request that we éféecegistration under the Securities Act of 1983amended (or the Securities Act) of ce
of their ordinary shares. We have also entereddmntgistration rights agreement with Goldman Satl®nnection with our private placem
in 2011, which provides that it may make two redqsidlsat we effect a registration under the Seagif\ct of the voting ordinary shares
nonvoting ordinary shares issued to them in the peiy@acement. In connection with the Amalgamatiome&gnent to acquire Torus, we \
enter into a registration rights agreement witlstHreserve and Corsair at the closing of the Anmasdeon. The agreement will require us to
a resale shelf registration statement for theiri®eple Securities within 20 business days aftierdlosing, and will provide that, at any ti
after the six month anniversary of the closingsFRReserve may make three requests that we effegfistration under the Securities Act o
voting ordinary shares (including any voting ordinghares into which First Reserve’s naoting preferred shares may convert) and
Corsair may make one such request.

All of these investors also have (or, in the casEist Reserve and Corsair, will have) “piggybac&yistration rights with respect to
registration of voting ordinary shares for our oagtount or for the account of one or more of oarsholders. As of December 31, 2013,
following shares are subject to these registratigits agreements: (i) an aggregate of approxim&& million voting ordinary shares held
Mr. Silvester and Trident and (i) 665,529 votinglioary shares and 2,725,637 non-voting ordinaayeshheld by Goldman Sachs.

By exercising their registration rights, these leotdcould cause a large number of ordinary sharés tregistered and generally bec
freely tradable without restrictions under the S#ims Act immediately upon the effectiveness of tiegistration. Our ordinary shares hav
the past been, and may from time to time contirmuéd, thinly traded, and significant sales, pursuarnthe existing registration rights
otherwise, could adversely affect the market pfizeour ordinary shares and impair our ability &se capital through offerings of our eq;
securities.

Because we are incorporated in Bermuda, it may lificult for shareholders to serve process or enferjudgments against us or our
directors and officers.

We are a Bermuda company. In addition, certain wf afficers and directors reside in countries algsihe United States. All oi
substantial portion of our assets and the assdt®eeé officers and directors are or may be locatdside the United States. Investors may
difficulty effecting service of process within thinited States on our directors and officers whadeesutside the United States or recove
against us or these directors and officers on juelgmof U.S. courts based on civil liabilities pgiens of the U.S. federal securities laws ¢
though we have appointed an agent in the UnitettSta receive service of process. Further, nanctaay be brought in Bermuda against t
our directors and officers for violation of U.Sdéral securities laws, as such laws do not haweefof law in Bermuda. A Bermuda court v
however, impose civil liability, including the padsiity of monetary damages, on us or our directarsl officers if the facts alleged it
complaint constitute or give rise to a cause abactinder Bermuda law.

We believe that there is doubt as to whether thets®f Bermuda would enforce judgments of U.S.rtoabtained in actions against
or our directors and officers, as well as our iretefent auditors, predicated upon the civil liapiptovisions of the U.S. federal securities |
or original actions brought in Bermuda against uthese persons predicated solely upon U.S. federlrities laws. Further, there is no tr
in effect between the United States and Bermudsidlirg for the enforcement of judgments of U.S. teuand there are grounds upon w
Bermuda courts may not enforce judgments of U.Sirteso Some remedies available under the laws of jli$dictions, including son
remedies available under the U.S. federal secsilitiers, may not be allowed in Bermuda courts asrapnto that jurisdictiors public policy
Because judgments of U.S. courts are
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not automatically enforceable in Bermuda, it mayiiécult for you to recover against us based ugaoh judgments.

Shareholders who own our ordinary shares may haveredifficulty in protecting their interests thanhareholders of a U.S. corporation.

The Bermuda Companies Act, or the Companies Aciclwhpplies to us, differs in certain material &g from laws genera
applicable to U.S. corporations and their sharetvrsldAs a result of these differences, shareholddxs own our shares may have n
difficulty protecting their interests than sharaetek who own shares of a U.S. corporation. For @kanelass actions and derivative action:
generally not available to shareholders under Bdamlaw. Under Bermuda law, only shareholders hgldinllectively 5% or more of o
outstanding ordinary shares or numbering 100 oenaoe entitled to propose a resolution at our ggémaeeting.

We do not intend to pay cash dividends on our oy shares.

We do not intend to pay a cash dividend on ournamgi shares. Rather, we intend to use any retaaetngs to fund the developm
and growth of our business. From time to time, board of directors will review our alternatives litespect to our earnings and see
maximize value for our shareholders. In the futuve,may decide to commence a dividend programhferbenefit of our shareholders. /
future determination to pay dividends will be a ttiscretion of our board of directors and willlimeited by our position as a holding comp.
that lacks direct operations, the results of opamatof our subsidiaries, our financial conditimash requirements and prospects and
factors that our board of directors deems relevanaddition, there are significant regulatory aiber constraints that could prevent us f
paying dividends in any event. As a result, cagtgireciation, if any, on our ordinary shares mayaur sole source of gain for the foresee
future.

Our board of directors may decline to register amsfer of our ordinary shares under certain circurtasces.

Our board of directors may decline to registemadfer of ordinary shares under certain circumstgnacluding if it has reason to beli
that any norde minimis adverse tax, regulatory or legal coneegas to us, any of our subsidiaries or any ofsbareholders may occur &
result of such transfer. Further, our Hgers provide us with the option to repurchase,ooagsign to a third party the right to purchase
minimum number of shares necessary to eliminatesanf norde minimis adverse tax, regulatory or legal coneaqe. In addition, our boe
of directors may decline to approve or registeraadfer of shares unless all applicable consentkpezations, permissions or approvals of
governmental body or agency in Bermuda, the UrBtades or any other applicable jurisdiction reqlite be obtained prior to such tran:
shall have been obtained. The proposed transférmmyoshares will be deemed to own those sharedifadend, voting and reporting purpo
until a transfer of such shares has been registarexir shareholders register.

It is our understanding that while the precise fafrthe restrictions on transfer contained in ogyedaws is untested, as a matte
general principle, restrictions on transfers arforeeable under Bermuda law and are not uncommbasd restrictions on transfer may .
have the effect of delaying, deferring or prevem@inchange in control.

Risks Relating to Taxation

We might incur unexpected U.S., U.K. or Australiax liabilities if companies in our group that arexcorporated outside those
jurisdictions are determined to be carrying on atte or business there.

We and a number of our subsidiaries are compapi@seid under the laws of Bermuda or other jurisditgithat do not impose inco
taxes; it is our contemplation that these compawinot incur substantial income tax liabilitié#®m their operations. Because the opera
of these companies generally involve, or relaté¢he,insurance
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or reinsurance of risks that arise in higher taisglictions, such as the United States, United Horg and Australia, it is possible that the ta:
authorities in those jurisdictions may assert thatactivities of one or more of these companiesatess a sufficient nexus in that jurisdictio
subject the company to income tax there. Therelacertainties in how the relevant rules apply Bumance businesses, and in our eligibility
favorable treatment under applicable tax treafdesordingly, it is possible that we could incur stamtial unexpected tax liabilities.

U.S. persons who own our ordinary shares might bex@subject to adverse U.S. tax consequences asutref “related person
insurance income,” or RPII, if any, of our non-U.Sinsurance company subsidiaries.

If the RPII rules of the Code were to apply toas).S. person who owns our ordinary shares directipdirectly through foreign entiti
on the last day of the taxable year would be reguio include in income for U.S. federal income paxposes the shareholdepro rata sha
of our non-U.S. subsidiarieRPII for the entire taxable year, determined dkat RPIl were distributed proportionately to th&SUshareholde
at that date regardless whether any actual disioifois made. In addition, any RPII that is inchidi in the income of a U.S. taxemp
organization would generally be treated as unrdlhtesiness taxable income. Although we and ouridigiies intend to generally operate |
manner so as to qualify for certain exceptionshoRPII rules, there can be no assurance that thesptions will be available. According
there can be no assurance that U.S. persons whowmerdinary shares will not be required to redpgmgross income inclusions attributabl
RPII.

In addition, the RPII rules provide that if a shetgler who is a U.S. person disposes of sharesfameign insurance company that
RPII and in which U.S. persons collectively own 26%more of the total combined voting power of@iisses of stock entitled to vote, or
total value of the stock, any gain from the disposiwill generally be treated as dividend incorndte extent of the shareholdeshare of tt
corporations undistributed earnings and profits that were aedated during the period that the shareholder oithe shares (whether or
those earnings and profits are attributable to REllich a shareholder would also be required toptpmvith certain reporting requiremer
regardless of the amount of shares owned by thelsblaler. These rules should not apply to dispmsitiof our ordinary shares because we
not be directly engaged in the insurance busirnéss.RPII rules, however, have not been interprbtethe courts or the U.S. Internal Reve
Service, or the IRS, and regulations interpretirg RPII rules exist only in proposed form. Accoghn there is no assurance that our view
to the inapplicability of these rules to a dispiasitof our ordinary shares will be accepted byl&® or a court.

U.S. persons who own our ordinary shares would bibject to adverse tax consequences if we or onmore of our nond.S. subsidiarie
were considered a “passive foreign investment compaor PFIC, for U.S. federal income tax purposes.

We believe that we and our n&hS. subsidiaries will not be PFICs for U.S. fedl@raome purposes for the current year. Moreover de
not expect to conduct our activities in a mannat thill cause us or any of our ndhS. subsidiaries to become a PFIC in the futumvéber
there can be no assurance that the IRS will ndtesige this position or that a court will not sustauch challenge. Accordingly, it is poss
that we or one or more of our ndhS. subsidiaries might be deemed a PFIC by thediRé&scourt for the current year or any future yéawe
or one or more of our nod-S. subsidiaries were a PFIC, it could have maltadverse tax consequences for an investor tisathjgect to U.<
federal income taxation, including subjecting theeistor to a substantial acceleration and/or irseréa tax liability. There are currently
regulations regarding the application of the PFh8visions of the Code to an insurance companyhsocapplication of those provisions
insurance companies remains unclear in certaireotsp

U.S. persons who own 10 percent or more of our sf|amay be subject to taxation under the “controllfegeign corporation,” or CFC,

rules.

A U.S. person that is a “10% U.S. Shareholder” ofoaU.S. corporation (i.e., a U.S. person who ownssdréated as owning at le
10% of the total combined voting power of all clessf stock entitled to vote of the
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non-U.S. corporation) that is a CFC for an uninterrdgteriod of 30 days or more during a taxable yéwt owns shares in the CFC directl
indirectly through non-U.S. entities on the lasy ad the CFC$ taxable year, must include in its gross inconrelfcs. federal income ti
purposes its pro rata share of the CFC’s “subpamc&me,” even if the subpart F income is not distied. “Subpart F income” of a ndhS
insurance corporation typically includes foreigrrsmmal holding company income (such as interestdeinds and other types of pas:
income), as well as insurance and reinsurance iadgmluding underwriting and investment income).

A non-U.S. corporation is considered a CFC if “1045. Shareholders” own (directly, indirectly thréugonU.S. entities or t
attribution by application of the constructive owstap rules of section 958(b) of the Code (i.egristructively”)) more than 50% of the to
combined voting power of all classes of stock @it foreign corporation, or the total value of atick of that foreign corporation. For purpc
of taking into account insurance income, a CFC aistudes a noitd.S. insurance company in which more than 25% efttial combine
voting power of all classes of stock (or more tR&fo of the total value of the stock) is owned disgedndirectly through nond.S. entities ¢
constructively by 10% U.S. Shareholders on any diayng the taxable year of such corporation, if gness amount of premiums or ot
consideration for the reinsurance or the issuinmgfirance exceeds 75% of the gross amount ofathijpms or other consideration in res|
of all risks.

We believe that because of the dispersion of oaresbwnership, and provisions in our organizatiamluments that limit voting pow
no U.S. person (including our subsidiary Enstar UBW., which owns certain of our natoting shares) should be treated as owning (dir
indirectly through norJ.S. entities or constructively) 10% or more of th&al combined voting power of all classes of shares. However, t
IRS could successfully challenge the effectivertdgbese provisions in our organizational documeftsordingly, no assurance can be g
that a U.S. person who owns our shares will nathaeacterized as a 10% U.S. Shareholder.

Changes in U.S. federal income tax law could magdly affect us or our shareholders.

Legislation has been proposed on various occagsionsliminate perceived tax advantages of insuracam@panies that have le
domiciles outside the United States but have getteS. connections. For example, legislation hanh@oposed to disallow the deductiol
reinsurance premiums paid by U.S. companies taicenont.S. affiliates, although no such provision hasrbeeacted to date. It is possi
that such legislation could be enacted or simégidlation could be introduced in and enacted leyctirrent Congress or future Congresse:
enactment of some version of such legislation,tbelochanges in U.S. tax laws, regulations or pregations thereof, could have an adv
impact on us or our shareholders.

ITEM 1B. UNRESOLVED STAFF COMMENTS
Not applicable

ITEM 2. PROPERTIES.

We lease office space in Hamilton, Bermuda, whenepoincipal executive office is located. We alsade office space in a numbe
U.S. states, the United Kingdom, Australia andainel Upon closing of the Torus amalgamation, wé adgtjuire additional leased offices
Bermuda, India, the United Kingdom, several U.8test and several European countries.

We renew and enter into new leases in the ordicanyse of our business. We believe that this offigace is sufficient for us to cond
our current operations for the foreseeable futaltbough in connection with future acquisitionsnfréime to time, we may expand to differ
locations or increase space to support any suahitiyro
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ITEM 3. LEGAL PROCEEDINGS

We are, from time to time, involved in various legeoceedings in the ordinary course of businesduding litigation regarding clairr
We do not believe that the resolution of any cuityepending legal proceedings, either individuadlytaken as a whole, will have a mate
adverse effect on our business, results of op&mtio financial condition. Nevertheless, we carassiure you that lawsuits, arbitrations or ¢
litigation will not have a material adverse effect our business, financial condition or result®pérations. We anticipate that, similar to
rest of the insurance and reinsurance industrywillecontinue to be subject to litigation and arhtton proceedings in the ordinary cours
business, including litigation generally relatedtih@ scope of coverage with respect to asbestosavidonmental claims. There can be
assurance that any such future litigation will hate a material adverse effect on our businesaial condition or results of operations.

ITEM 4.  MINE SAFETY DISCLOSURES
Not applicable
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PART Il
ITEM5. MARKET FOR THE REGISTRANTS COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISUER
PURCHASES OF EQUITY SECURITIES
Our ordinary shares trade on the NASDAQ Global @éWarket under the ticker symbol ESGR.

Price Range of Ordinary Shares

The price range per ordinary share presented bedpresents the highest and lowest sales pricesufocommon stock on the NASD/
Global Select Market during each quarter of the tmast recent years.

2013 2012
High Low High Low
First Quarter $129.8: $112.7: $101.7( $94.9¢
Second Quarte $138.9¢ $118.5¢ $101.0( $89.0(
Third Quartel $147.8¢ $131.1% $105.4¢ $90.51
Fourth Quarte $142.6" $131.4¢ $112.0¢ $97.0(

Holders

On March 2, 2014, there were 2,025 shareholdersaufrd of our voting ordinary shares and 5 shadsrsl of record of our noweting
ordinary shares. The number of shareholders ofrdeaoour voting ordinary shares does not repregenactual number of beneficial owner
our voting ordinary shares because shares aredntigguheld in “street nameby securities dealers and others for the benefivesfeficia
owners who may vote the shares.

Dividends

We are a holding company and have no direct omeratiOur ability to pay dividends or distributiotspends almost exclusively on
ability of our subsidiaries to pay dividends to Usder applicable law, our subsidiaries may notatecor pay a dividend if there are reason
grounds for believing that they are, or would after payment be, unable to pay their liabilitiegreesy become due, or the realizable valt
their assets would thereby be less than the aggredaheir liabilities and their issued share talpand share premium accounts. Additis
restrictions apply to the ability of our insurarared reinsurance subsidiaries to distribute capitdl pay dividends, as described in “Business
Regulation” beginning on page 24, “ltem 7. ManagetseDiscussion and Analysis of Financial Conditiand Results of Operations-
Liquidity and Capital Resources” beginning on p&@ and “Note 20 — Retained Earnings and StatuRegtrictions”in the notes to o
consolidated financial statements included withm 8 of this Annual Report on Form KO-In addition, our outstanding credit facilit
contain restrictions on our ability and certairoaf subsidiaries’ ability to pay dividends.

We do not intend to pay a dividend on our ordinsimgres, and we did not pay any dividends on ounarg shares in 2013 or 20
Rather, we intend to reinvest distributions fronr subsidiaries back into the company. For a furttescription, see “Risk Factors Risks
Relating to Ownership of Our Ordinary Shares — Wendt intend to pay cash dividends on our ordirsdugres” beginning on page 47.
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Company Stock Performance

A graph reflecting our stock performance is inclddeelow. The graph reflects the investment of $200on December 31, 20
(assuming the reinvestment of dividends) in ouira shares, the NASDAQ Composite Index, and tASNAQ Insurance Index.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among Enstar Group Limited, the NASDAQ Composite Index, and the NASDAQ Insurance Index

$300 4
5250
5200
£150
$100
550 A
5“ 1 i 1 i ]
12108 1209 1210 1211 1212 1213
=—fH— Enstar Group Limited = = NASDAQ Composite <=3 == MASDAQ Insurance
“$1040 invested on 1273108 in stock or index, including reinvesiment of dividends
Fizcal yaar anding Dacambar 31,
12/08 12/09 12/10 12/11 12/12 12/13
Enstar Group Limited $100.0( | $123.47 | $143.02 | $166.0° | $189.3¢ | $234.8¢
NASDAQ Composite $100.0C | $144.8¢ | $170.5¢ | $171.3( | $199.9¢ | $283.3¢
NASDAQ Insurance $100.0C | $104.47 | $122.0: | $125.3( | $144.0: | $187.6(

Issuer Purchases of Equity Securities
None.
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ITEM 6. SELECTED FINANCIAL DATA

The following selected historical financial infortitm for each of the past five fiscal years hasnbéerived from our audited histori
financial statements. This information is only ansomary and should be read in conjunction with “ltf#mManagemen$ Discussion ar
Analysis of Financial Condition and Results of Cyiimms” and our audited consolidated financial statements raotes thereto included
Item 8 of this report. The results of operations gast accounting periods are not necessarily atidie of the results to be expected for

future accounting period.

Since our inception, we have made numerous aciquisiof companies and portfolios of business timgdact the comparability betwe
periods of the information reflected below. In partar, our 2013 acquisitions of SeaBright, PavpAialen and Atrium impact comparability
other periods, including with respect to net pramguearned. Our acquisitions are described in “lterBusiness — Recent Transactio@asit
Notes 3 and 4 to our audited consolidated finaratetements included in Item 8 of this rep

Years Ended December 31

2013 2012 2011 2010 2009
(in thousands of U.S. dollars, except share and pshare data)

Summary Consolidated Statements of

Earnings Data:
Net premiums earne $ 239,80 $ 3,611 $ 3,64 $ — $ —
Fees and commission incor 12,817 8,57( 17,85¢ 23,01¢ 16,10¢
Net investment income and net realized

unrealized gains (losse 163,94t 151,37. 77,89 113,04 85,60¢
Gain on bargain purcha — — 13,10¢ — —
Net reduction in ultimate losses and I

adjustment expense liabilitit 163,67. 237,95: 293,46: 311,83« 259,62°
Life and annuity policy benefit (78,359 30C (1,55%) — —
Acquisition costs (23,199 — — — —
Total other expense (254,86 (210,18) (195,84 (242,865 (184,33)
Share of earnings of partly owned comp. — — — 10,70¢ —
Net earnings 223,82. 191,51¢ 208,45t 215,73: 177,00¢

Less: Net earnings attributable to

noncontrolling interest (15,219 (23,507 (54,765 (41,645 (41,799

Net earnings attributable to Enstar Gre

Limited $ 208,60« $ 168,01 $ 153,69 $ 174,08t $ 135,21
Per Share Data(1):
Net earnings per share attributable to En

Group Limited ordinary shareholders —

basic $ 12.62 $ 10.22 $ 11.0¢ $ 12.91 $ 10.01
Net earnings per share attributable to En

Group Limited ordinary shareholders —

diluted $ 12.4¢ $ 10.1( $ 10.81 $ 12.6¢ $ 9.8¢4
Weighted average ordinary shares outstanc

— basic 16,523,36 16,441,46 13,930,22 13,489,22 13,514,20
Weighted average ordinary shares outstanding

— diluted 16,703,44 16,638,02 14,212,44 13,751,25 13,744,66
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December 31

2013 2012 2011 2010 2009
(in thousands of U.S. dollars, except per share dat

Summary Balance Sheet Data:
Total investment $ 5,519,79i $ 3,352,87! $ 3,335,19 $ 2,429,101 $ 1,620,99:
Cash and cash equivalents and restricted cas

cash equivalent 1,041,49: 954,85! 1,223,66! 1,455,35. 1,700,10!
Reinsurance balances recovere 1,363,81! 1,122,91 1,789,58. 961,44 638,26.
Total asset 8,620,15! 5,878,26. 6,606,13! 5,235,90 4,170,84
Losses and loss adjustment expense liabil 4,219,90! 3,650,12 4,272,08. 3,291,27! 2,479,13i
Policy benefits for life and annuity contra 1,273,10! 11,021 10,83t — —
Loans payabli 452,44¢ 107,43( 242,71( 245,27¢ 254,96
Total Enstar Group Limited shareholc’ equity 1,755,52. 1,553,75! 1,386,06! 948,42: 801,88:
Book Value per Share(2):

Basic $ 106.2: $ 94.2¢ $ 84.5¢ $ 73.2¢ $ 59.0¢

Diluted $ 105.2 $ 93.3( $ 82.9i $ 71.6¢ $ 58.0¢
Shares Outstanding:

Basic 16,528,34 16,477,80 16,391,07 12,940,66 13,579,69

Diluted 16,707,11 16,653,12 16,705,76 13,231,32 13,811,24

(1) Earnings per share is a measure based on net gadiinded by weighted average ordinary sharedandg. Basic earnings per shal
defined as net earnings available to ordinary $t@ders divided by the weighted average numbendihary shares outstanding for
period, giving no effect to dilutive securities.llded earnings per share is defined as net earraugsable to ordinary sharehold
divided by the weighted average number of sharésshare equivalents outstanding calculated usiagrémasury stock method for
potentially dilutive securities. When the effect difutive securities would be ardifutive, these securities are excluded from
calculation of diluted earnings per she

(2) Basic book value per share is defined as ttatar Group Limited shareholdeegjuity available to ordinary shareholders dividgdhz
number of ordinary shares outstanding as at theoéiige period, giving no effect to dilutive secigs. Diluted book value per shart
defined as total shareholdemsquity available to ordinary shareholders dividgdthhe number of ordinary shares and ordinary ¢
equivalents outstanding at the end of the perialtutated using the treasury stock method for atiéptially dilutive securities
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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 finahcondition and results of operations should badrin conjunction with o
consolidated financial statements and the relat#dsnincluded elsewhere in this annual report. Somthe information contained in tl
discussion and analysis or included elsewhereisnatinual report, including information with respgrour plans and strategy for our busin
includes forwardeoking statements that involve risks, uncertagt@d assumptions. Our actual results and the dimirevents could diffi
materially from those anticipated by these forwkmaking statements as a result of many factordudicg those discussed undétdutionar
Statement Regarding Forward-Looking StatementsisKRactors” and elsewhere in this annual report.

Management’s Discussion and Analysis of Financial @dition and Results of Operations
Table of Contents

Sectior Page
Business Overview 55
Key Performance Indicato 56
Drivers of Book Value Growt| 57
Critical Accounting Policie: 58
Accounting for Acquisition— Fair Value Measureme— Non-life Rur-off 59
Losses and Loss Adjustment Exper— Non-life Rur-off 60
Losses and Loss Adjustment Exper— Active Underwriting 73
Net Reduction in Ultimate Losses and Loss Adjustniepense Liabilitie: 74
Policy Benefits for Life and Annuity Contrac 74
Reinsurance Balances Recoverz 75
Premium Revenue Recogniti 75
Investments 76
Goodwill 79
Intangible Asset 79
Redeemable Noncontrolling Intert 79
Consolidated Results of Operatic— for the Years Ended December 31, 2013, 2012, afhd 80
Segment Reportin 83
Results of Operations by Segm~— for the Years Ended December 31, 2013, 2012, atd 84
Nonr-life Run-off Segmen 84
Life and Annuities Segme! 94
Active Underwriting Segmer 97
Liquidity and Capital Resourct 98
Reinsurance Balances Recovere 99
Cash Flows 10C
Investment: 10z
Loans Payabl 111
Aggregate Contractual Obligatio 114
Commitments and Contingenci 114
Off-Balance Sheet Arrangemel 11F

Business Overview

We are a Bermuda-based holding company with a fomes of acquiring and managing insurance and ueémece companies in ruff
and portfolios of insurance and reinsurance busiiresunoff, and providing management, consulting and o#evices to the insurance i
reinsurance industry.

Until 2013, all but one of our acquisitions had téethe non-life rureff business, which for us generally includes progpand casualt
workers’ compensation, asbestos and environmeraaktruction defect, marine, aviation and trarsit] other closed business.
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While our core focus remains the same, we haventlycdiversified our business profile in two distinways: first, by significant|
increasing our closed life and annuities businéssugh our acquisition of Pavonia, and second, mtgreng into the active underwriti
business through our acquisitions of Atrium and ekrdOur active underwriting business will expand2014 following the closing of o
acquisition of Torus, a transaction that we agteed July 2013 and that we expect to close infiits¢ quarter of 2014. We are partnering v
the Trident V funds in each of these active undiing acquisitions, with Enstar taking 60% equityerests and Trident taking 40% eq

interests.

Our strategies with respect to these new linesusiness and our core non-life run-off businessdiseussed in “ltem 1. Business

Company Overview” and “—Strategy,” beginning on pay

We operate our business internationally throughimaurance and reinsurance subsidiaries and owwuttorg subsidiaries in Bermuda,

United Kingdom, the United States, Europe and Aslistr

The table below summarizes the total number of epgals we had as at December 31, 2013 by operagmgent:

2013
Nonr-life run-off 52¢
Life and annuitie: 49
Active underwriting 161
Total 73¢

Upon completion of the Torus acquisition, we expaat total number of employees to increase by apprately 600 to 1,339. All «

these new employees will be included as part ofastive underwriting segment.

Key Performance Indicators

Our primary corporate objective is growing our bebk value per share. We believe this is drivemarily by growth in our net earnin
which is in turn driven in large part by succedsfebmpleting new acquisitions, effectively managoompanies and portfolios of business
we have acquired, and executing on our active wmiteérg strategies. Our growth in book value pearghon a fully diluted basis sir
becoming a public company on January 31, 2007tiosth in the table below. We have achieved a coumoled annual growth rate on

fully diluted book value per share of approximat&8/6% during this time.

Growth in Fully Diluted Book Value Per Share
December 31, 20006 = December 31, 2013
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Drivers of Book Value Growth

During the year ended December 31, 2013, we ineceaar book value per share on a fully diluted dagi 12.8% to $105.20 per shi
We grow our book value primarily in the followingaws:

* settling our non-life run-off net loss reservesiracquired businesses below their acquired faireséhet reduction in ultimate loss
and loss adjustment expense liabilit);

» earning premiums in excess of related losses fotifeuand annuities and active underwriting segtagalthough during 2013 we a
earned premiums in our n-life run-off segment as we implemented the-off process at SeaBrightnet premiums earne);

* generating investment income on our cash and imesgtportfolios inet investment income and net realized and unegliging);

» earning fees and commission income by providingeexpunoff management services for a fixed and/or incenbased fee in o
non-life run-off segment, and by providing managiemeral agency services through Atrium in ourvactinderwriting segmentfée:
and commission incon); and

¢ managing our expenses as we continue to grow @matpns [expense).

The following description summarizes these andrdfinancial statement measures that largely dineeamount of book value per st
that we attain.

Net Reduction in Ultimate Losses and Loss AdjustrhErpense Liabilities

Our non-life runeff segment earnings comprise primarily reducticorspotential increases, of net ultimate losses lard adjustme
expense liabilities. These liabilities are compiisé outstanding loss or case reserves (or OLRgéds incurred but not reported (or IBNR)
unallocated loss adjustment expenses (or ULAEYvese

Net ultimate losses and loss adjustment expensdities established by management utilizing analyserformed by independt
actuaries prepared on an annual basis are reviéyeosur management each quarter. Reserves reflecageaent best estimate of t
remaining unpaid portion of these liabilities. Prxeriod estimates of net ultimate losses and dofggstment expense liabilities may chang
our management considers the combined impact ofragations, policy buyacks, settlement of losses on carried reservestenttend c
incurred loss development compared to prior forscaddet reductions in ultimate losses and lossstjant expense liabilities are reporte
negative expenses by us. For more information om ti@ reserves are calculated, see “— Critical Aoting Policies —Losses and Lo
Adjustment Expenses” on page 60.

Net Premiums Earned

We derive income from premiums from our insurancé eeinsurance businesses. Insurance and reingupgamiums are a function
the amount and type of contracts written as weprasailing market prices and conditions. Propartg casualty premiums are earned ove
terms of the underlying coverage. Life and annpitgmiums are generally earned when the premiunuésfibm policyholders. Each of ¢
insurance and reinsurance contracts contain diffepeicing, terms and conditions and expected profargins. Therefore, the amouni
premiums is not necessarily an accurate indicat@muo anticipated profitability. Premium estimat® based upon information in underly
contracts and data received from clients, cedants lmokers. Changes in premium estimates are esgbesndd may result in significe
adjustments in any period. These estimates changetimne as additional information regarding thedemying business volume or insu
values of our clients is obtained. There is oftedetay in the receipt of updated premium infornmatfoom clients due to the time lag
preparing and reporting the data to us. After neMdy our underwriters and finance staff, we inceeasdecrease premium estimates as up
information from our clients is received.
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Net Investment Income and Net Realized and UnreadiZ5ains

Our net investment income is a function of the agerinvested assets and the average yield thatimeoa those invested assets.
investment yield on our fixed maturities investngeist a function of market interest rates as wethascredit quality and duration of our fiy
maturities portfolio. Our net realized and unreadizgains or losses on investments includes reatizés and losses on our fixed matt
securities and changes in fair value of our tradind available-fosale securities and other investments. We recogaaleed gains and los:
at the time of sale, and they, along with the cleanig fair value of our trading and available-$ale securities reflect the results of chan
market conditions, including changes in marketriggerates and changes in the maskpgrception of the credit quality of our fixed ondties
holdings. The change in fair value of other investis is principally a function of the success @& finds in which we are invested, wt
depends on, among other things, the underlyingegfies of the funds, the ability of the fund manrage execute the fund strategies and ge
economic and investment market conditions.

Fees and Commission Income

Our non-life run-off segment generates fee incoanadn-off and claims services based on a comhminadf fixed and succedssed fe
arrangements. Fee income will vary from period edqrl depending on the timing of completion of ssssbased fee arrangements. Succe
based fees are recorded when targets related talbpeoject completion or profitability goals aaehieved. Our active underwriting segn
earns profit commission income related to the pmiowni of managing general agency services to thdisgte 609 and its third-party members.

Expenses
Salaries and Benefits

We are a servicbased company and, as such, employee salariesesuafitb are our largest expense. We have expedesigaifican
increases in our salaries and benefits expensag &mve grown our operations, and we expect teattto continue if we are able to exp
our operations successfully.

We provide for the annual grant of bonus compeasatd our officers and employees, including ourigerexecutive officers. Boni
awards are based on a percentage of our consalidateaftertax profits. The percentage is 15% unless our Cosgteon Committee exercis
its discretion to change the percentage no laten t80 days after our year end. Bonus awards arabfmyn cash, ordinary shares
combination of both.

General and Administrative Expenses

General and administrative expenses include rahtamt-related costs, professional fees (legakstment, audit and actuarial) and trave
expenses. We have operations in multiple jurisolictiand our employees travel frequently in conoaatiith the search for acquisition
opportunities and in the general management obtsess.

Net Earnings Attributable to Noncontrolling Interes

Net earnings attributable to noncontrolling intéreslates to the share of earnings of our subs@tiam which there is either
noncontrolling interest or a redeemable noncontlinterest.

Critical Accounting Policies

We believe the following accounting policies afféioé more significant judgment and estimates usetié preparation of our financ
statements.
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Accounting for Acquisitions — Fair Value Measuremen
Non-Life Run-off

The most significant liability and asset of an acegh company are typically the liability for lossesd loss adjustment expenses ani
asset related to any reinsurance balances recdeavalthese liabilities that may be contractuallye do the acquired entity. The market
acquisition of rumeff companies is not sufficiently active and traagmt to enable us to identify reliable, market galues for acquired ass
and liabilities. Accordingly, consistent with preions of U.S. GAAP, we have developed internal neotet we believe allow us to detern
fair values that are reasonable proxies for maekétvalues. We are familiar with the major paggonts in the acquisition rusff market an
believe that the key assumptions we make in valacmuired assets and liabilities are consisterti e kinds of assumptions made by ¢
market participants. Furthermore, in our negotratd purchase prices with sellers, it is frequentiar to us that other bidders in the marke
using models and assumptions similar in natureuts during the competitive bid process. The majaftacquisitions are completed follow
a public tender process whereby the seller invitagket participants to provide bids for the tamequisition.

We account for acquisitions using the purchase atkthf accounting, which requires that the acquiemord the assets and liabilit
acquired at their estimated fair value. The failuga of each of the insurance and reinsurancesaaset liabilities acquired are derived fi
probability-weighted ranges of the associated ptef cash flows, based on actuarially preparedrmdition and management’s roff-
strategy. Our run-off strategy, as well as thabtbier run-off market participants, is expected ¢adifferent from the selles’as generally selle
are not specialized in running off insurance andstgance liabilities whereas we and other marketigipants do specialize in such run-offs.

The key assumptions used by us and, we believeth®r runeff market participants in the fair valuation offaared companies are (i) 1
projected payout, timing and amounts of claimsiliéds; (ii) the related projected timing and anmbwf reinsurance collections; (iii) a rigkee
discount rate, which is applied to determine thespnt value of the future cash flows; (iv) themeated unallocated loss adjustment expens
be incurred over the life of the run-off; (v) thmpact that any accelerated rofi-strategy may have on the adequacy of acquieet dek
provisions; and (vi) an appropriate risk margin.

The probabilityweighted projected cash flows of the acquired comipare based on projected claims payouts providethé selle
predominantly in the form of the seller's most mr#cimdependent actuarial reserve report. In thermdss of the selles’ actuarial reserve repc
our independent actuaries will determine the eggdhalaims payout.

With respect to our U.K., Bermudian and Australingurance and reinsurance subsidiaries, we aretalpersue strategies to achi
complete finality and conclude the roff-of a company by promoting solvent schemes odragement. Solvent schemes of arrangement
popular means of achieving financial certainty dimélity for insurance and reinsurance companiemiporated or managed in the U
Bermuda and Australia by making a one-time full &indl settlement of an insurance and reinsuraooepanys liabilities to policyholders. C
acquisition of a U.K., Bermudian or Australian camp, the claims payout projection is weighted adit@y to managemerst’ estimate
probability of being able to complete a solventesuk of arrangement. To the extent that solventrselef arrangement are not available t
acquired company, no weighting is applied to ttggqmted claims payout.

On acquisition, we make a provision for unallocakess adjustment expense liabilities. This provisamnsiders the adequacy of
provision maintained and recorded by the selléigimt of our runeff strategy and estimated unallocated loss adjestraxpenses to be incur
over the life of the acquired run-off as projecksdthe sellers actuaries or, in their absence, our actuariesh@@xtent that our estimate of
total unallocated loss adjustment expense provisidiifferent from the selles, an adjustment will be made. While our objecits/® accelera
the run-off by completing commutations of assumed @eded business (which would have the
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effect of shortening the life, and therefore thstcof the runeff), the success of this strategy is far from &iert Therefore, the estimates
unallocated loss adjustment expenses are basadhoimg off the liabilities and assets over the agally projected life of the ruoff. In thost
domiciles where solvent schemes of arrangemenawaable, managemestestimates of the total unallocated loss adjustregpenses a
probabilityweighted in accordance with the estimated time #haplvent scheme of arrangement could be completeidh has the effect
reducing the period of the rwff and the related unallocated loss adjustmeneeses. For those acquisitions in domiciles wheteesi
schemes of arrangement are not available, theagaddld loss adjustment expenses are estimatedhevprojected life of the run-off.

We believe that providing for unallocated loss atiiient expenses based on our offnstrategy is appropriate in determining the
value of the assets and liabilities acquired iraaquisition of a run-off company. We believe thttes participants in the ruoff acquisitior
marketplace factor into the price to pay for anuasitjon the estimated cost of running off the doegh company based on how that partici|
expects to manage the assets and liabilities.

The difference between the carrying value of reseacquired at the date of acquisition and thevédire is the Fair Value Adjustment,
FVA. The FVA is amortized over the estimated paypetiod and adjusted for accelerations on comnuutasiettlements or any other r
information or subsequent change in circumstanttes the date of acquisition. To the extent thaiacpayout experience after the acquis
is materially faster or slower than anticipatethattime of the acquisition, there is an adjustnterthe estimated ultimate loss reserves, or
are changes in bad debt provisions or in estimaftdature runeff costs following accelerated payouts, then thwuization of the FVA i
accelerated or decelerated, as the case may tsdflgct such changes.

Losses and Loss Adjustment Expenses
Non-life Run-off

The following table provides a breakdown of grassses and loss adjustment expense reserves bypftgxposure as of December
2013 and 2012.

2013 2012
OLR IBNR Total OLR IBNR Total
(in thousands of U.S. dollars

Asbestos $ 15247¢ $ 298,61 $ 451,09 $ 179,91° $ 355,006 $ 534,92
Environmenta 47 51¢ 40,88t 88,40 51,63: 42,08¢ 93,72(
General casualt 383,60 261,91: 645,52( 565,25( 384,64( 949,89(
Workers compensation/personal accic 944,07" 383,28 1,327,36. 652,03: 135,96t 788,00(
Marine, aviation and trans 137,05« 45,59° 182,65: 163,36 26,89¢ 190,26!
Construction defec 74,27" 89,36" 163,64( 92,27¢ 150,52( 242,79¢
Other 664,41¢ 233,78: 898,20: 489,44! 127,89t 617,34:
Total $2,403,431  $1,353,44. $3,756,87. $2,193,92. $1,223,01.  $3,416,93
Unallocated loss adjustment expen 247,64 233,18
Total $4,004,51. $3,650,12

Our primary objective in running off the operatiarfsacquired companies and portfolios of insurazice reinsurance business in rofifi-
is to increase book value by settling loss resebetaw their acquired fair value. The earnings tréan each acquired company or portfoli
insurance and reinsurance business, together hWithrdlated decrease in loss reserves, lead touztied in the capital required for ei
company, thereby providing the ability to distribltoth earnings and excess capital to the parempaoy.
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To the extent that the nature of the acquired teserves are conducive to commutation, our airo settle the majority of the acquil
loss reserves within a timeframe of approximatélg to seven years from the date of acquisitiontieextent that acquired reserves art
conducive to commutation, we will instead adoptisciglined claims management approach to pay oalidwlaims on a timely basis &
endeavor to reduce the level of acquired loss &dgist expense provisions by withdrawing, where appate, from existing litigation ai
otherwise streamlining claims handling procedures.

By adopting either of the above run-off strategies,would expect that over the targeted life ofrieoff, acquired ultimate loss reser
would settle below their recorded fair value, réaglin reductions in ultimate losses and loss stijient expense liabilities. There can b
assurance, however, that we will successfully inm@it our strategy.

Commutations of blocks of policies, along with didined claims management, have the potential todpce favorable clain
development compared to established reserves.debr rewlyacquired company, we determine a commutation glyateat broadly identifie
commutation targets using the following criteria:

* Previous commutations completed by existing padfobmpanies with policyholders of the ne-acquired company
* Nature of liabilities;

» Size of incurred loss reserve

* Recent loss development history; ¢

» Targets for claims audit

Once commutation targets are identified, they ai@ifized into target years of completion. At theginning of each year, the approac
commutation negotiations is determined by the cotatian team, including claims and exposure analgai$ broker account reconciliatio
On completion of this analysis, settlement paramedes set around incurred liabilities. CommutatiGstussions can take many months or
years to come to fruition. Commutation targetsawhpleted in a particular year ar«prioritized for the following year.

Every commutation, irrespective of value, requittes approval of our Chief Financial Officer or oofour two Joint Chief Operatil
Officers. The impact of the commutation activity the IBNR reserve is reflected as part of our ahaotuarial reviews of reserves. Howe'
if a significant commutation is completed during tyear, loss reserves will be adjusted in the spording quarter to reflect management’
then best estimate of the impact on remaining IBBi§erves.

The following table provides a breakdown of losald loss adjustment expense reserves (net of raimseibalances recoverable) by 1
of exposure as of December 31, 2013 and 2012:

2013 2012

% of % of

Total Total Total Total

(in thousands of U.S. dollars

Asbestos $ 405,32 14.1% $ 478,15- 17.2%
Environmenta 75,54 2.€% 79,397 2.%
General casualt 431,36: 15.(% 728,97t 26.2%
Workers compensation/personal accic 903,75t 31.2% 451,98( 16.2%
Marine, aviation and trans 101,54 3.5% 140,41 5.1%
Construction defec 100,57¢ 3.5% 145,70( 5.2%
Other 617,23: 21.2% 516,10( 18.5%
Unallocated loss adjustment expen 247,64: 8.€% 233,18¢ 8.4%
Total $2,882,98! 100.(% $2,773,90 100.(%
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As of December 31, 2013, the IBNR reserves (neeiofsurance balances receivable) accounted for.636#ion, or 33.4%, of our tot
net losses and loss adjustment expenses. The egeerlBNR (net of reinsurance balance receivabt®ounted for $939.7 million, or 33.7
of our total net loss reserves at December 31, .2012

Annual Losses and Loss Adjustment Reviews

Because a significant amount of time can lapse éetvihe assumption of risk, the occurrence of adognt, the reporting of the ever
an insurance or reinsurance company and the uiipegment of the claim on the loss event, thelltgldbr unpaid losses and loss adjustn
expenses is based largely upon estimates. Our reareag must use considerable judgment in the praafedeveloping these estimates.
liability for unpaid losses and loss adjustmentenqes for property and casualty business includeriats determined from loss reports
individual cases and amounts for IBNR reserveshSeaserves, including IBNR reserves, are estimbyethanagement based upon loss re
received from ceding companies, supplemented bywarestimates of losses for which no ceding compass reports have yet been rece
and the results of annual independent actuaridiesu

Loss advices or reports from ceding companies aremlly provided via the placing broker and coswrireaty statements, individ
claims files, electronic messages and large logg@sl or cash calls. Large loss advices and cdihare provided to us as soon as practic
after an individual loss or claim is made or seltley the insured. The remaining broker advicesissaed monthly, quarterly or annu:
depending on the provisions of the individual pielicor the ceding comparsypractice. For certain direct insurance policié®m the clain
are managed by Third Party Administrators (TPAS) dManaging General Agents (MGASs), loss bordereaexraceived either monthly
quarterly depending on the arrangement with the aRAMGA.

Where we provide reinsurance or retrocession reémae protection, the process of claims advice filmendirect insurer to the reinsut
and/or retrocessionaires naturally involves movelof communication, which inevitably createsagslor lags in the receipt of loss advict
the reinsurers/retrocessionaires relative to the difirst advice to the direct insurer. Certaipds of exposure, typically latent health expos
such as asbestostated claims, have inherently long reporting gelan some cases many years, from the date adossrred to th
manifestation and reporting of a claim and ultirhatentil the final settlement of the claim. For astos and environmental exposures,
actuaries apply explicit time lag assumptions ®irtheserving methodologies. This time lag varigpobrtfolio from one to five years depend
on the relative mix of domicile, percentages ofduct mix of insurance, reinsurance and retroceasig@insurance, primary insurance, ex
reinsurance, reinsurance of direct and reinsurafceinsurance within any given exposure categBmposure portfolios written from a non-
U.S. domicile are assumed to have a greater tigetHan portfolios written from a U.$Slemicile. Portfolios with a larger proportion
reinsurance exposures are assumed to have a dirstdag than portfolios with a larger proportiohinsurance exposures.

An industrywide weakness in cedant reporting affects the aatggand accuracy of reserving for advised claims.atfempt to mitiga
this inherent weakness as follows:

1. We closely monitor cedant loss reporting and, fase cedants identified as providing inadequattémety or unusual reporting
losses, we conduct, in accordance with the prowssiof the insurance and reinsurance contractsjletbtelaims audits at fl
insured’s or reinsured’s premises. Such claimstaumive the benefit of validating advised claimetedmining whether the cedant
loss reserving practices and reporting are adequradddentifying potential loss reserving issuesvbfch our actuaries need to
made aware. Any required adjustments to advisedslaeserves reported by cedants identified duttregclaims audits will k
recorded as an adjustment to the advised case/ee

2. Onsite claims audits are often supplemented byhéurteviews by our internal and external legal sofs to determine t
reasonableness of advised case reserves andsifleoed necessary, an adjustment to the reporsedreaerve will be recorde
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3. Our actuaries project expected paid and incurred tievelopment for each class of business, whichoisitored on a quarte!
basis. Should actual paid and incurred developrdéfar significantly from the expected paid and uned development, we w
investigate the cause and, in conjunction withamuaries, consider whether any adjustment to aténoss reserves is requir

Our actuaries consider the quality of ceding comppdeta as part of their ongoing evaluation of ilaeility for ultimate losses and Ic
adjustment expenses, and the methodologies thegtder estimating ultimate losses inherently congag¢e for potential weaknesses in
data, including weaknesses in loss reports provigecedants.

We strive to apply the highest standards of digugphnd professionalism to our claims adjustingcpssing and settlement and disp
with cedants are rare. However, we are from timgnte involved in various disputes and legal praliegs in the ordinary course of our cla
adjusting process. The majority of the losses cedats are from the subscription insurance mankéie(e there are often many insurers
reinsurers underwriting each policy), and we often involved in disputes commenced by otheiinsowers who act in unison with €
litigation or dispute resolution controlled by tlead underwriter. Coverage disputes arise whenirtbered/reinsured and insurer/reins
cannot reach agreement as to the interpretatioiheopolicy and/or application of the policy to aioh. Most insurance and reinsurance pol
contain dispute resolution clauses requiring ambdn or mediation. In the absence of a contradiisdute resolution process, civil litigat
would be commenced. We aim to reach a commercaaiteptable resolution to any dispute, using atibineor litigation as a last resort. \
regularly monitor and provide internal reports dapdtes involving arbitration and litigation andgege external legal counsel to proy
professional advice and assist with case management

In establishing reserves, management includes atmdon IBNR reserves using information from indegent actuarial estimates
ultimate losses. Our independent actuaries userggnaccepted actuarial methodologies to estimdtienate losses and loss adjustn
expenses and those estimates are reviewed by auarga@ent.

Nearly all of our unpaid claims liabilities are sithered to have a long claims payout tail. Gross leeserves for our non-life rudff
subsidiaries relate primarily to casualty exposuireduding latent claims, of which approximately.3% relate to asbestos and environme
or A&E, exposures.

Within the annual loss reserve studies producedobly independent actuaries, exposures for each diabsiare separated ir
homogeneous reserving categories for the purposstohating IBNR. Each reserving category contaitser direct insurance or assur
reinsurance reserves and groups relatively sinylaes of risks and exposures (for example, ashestogronmental, casualty, property) .
lines of business written (for example, marineatisn, nonmarine). Based on the exposure characteristicstandature of available data
each individual reserving category, a number of hodtlogies are applied. Recorded reserves for eatbgory are selected from
indications produced by the various methodologfter @onsideration of exposure characteristicsa diatitations and strengths and weakne
of each method applied. This approach to estimd@i¢R has been consistently adopted in the anrasd feserve studies for each pe
presented.

We review the external actuariggports for consistency and appropriateness of edelbgy and assumptions, including assumptiol
industry benchmarks, and discuss any concerns anggs with them. Our Chief Actuary and Chief FinahOfficer then consider tl
reasonableness of loss reserves recommended fxtunal actuaries, in light of actual loss deveiept during the year, using the follow
reports produced internally on a quarterly basiefh of our insurance and reinsurance subsidiarie

1. Gross, ceded and net incurred loss repoithis report provides, for each reporting period tbtal (including commuted policie
gross, ceded and net incurred loss developmermatin company and a commentary on each compdoss development prepa
by our Chief Actuary. The report highlights the sas of any unusual or significant loss developmestivity (including
commutations) and includes commentary on qualityrafiability of underlying date
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2. Actual versus expected gross incurred loss dpweknt report —T his report provides a summary, and commentaryetirerof eac
company’s (excluding companies or portfolios of ibass acquired in the current year) rmmmuted incurred gross los
compared to the estimate of the development of coonmuted incurred gross losses provided by ourrexteactuaries at tl
beginning of the year as part of the prior s reserving proces

3. Commutations summary scheduleFris schedule summarizes all commutations complétethg the year for all companies, |
identifies the policyholder with which we commutéide incurred losses settled by the commutatiomfgesing outstanding unps
losses and case reserves) and the amount of theutation settlemen

4.  Analysis of paid, incurred and ultimate lossesThis analysis for each company, and in the aggeegabvides a summary of 1
gross, ceded and net paid and incurred losseshentinpact of applying our external actuariestommended loss reserves. -
report, reviewed in conjunction with the previoeports, provides an analytical tool to review eagsinpanys incurred loss or ge
and reduction in IBNR reserves to assess whetrerultimate reduction in loss reserves appears naéd® in light of know
developments within each compal

The above reports provide our Chief Actuary ande€CHiinancial Officer with the relevant informatidn determine whether Ic
development (including commutations) during theryleas, for each company, been sufficiently meaningd as to warrant an adjustmer
the reserves recommended by our external actuiarig® most recent actuarial study. It is not palssto quantify how much of any rese
release specifically relates to commutations ooffable development of na@emmuted claims as the revised historical loss ld@weent use
by the actuaries to estimate required reservescdgnabination of both the elimination of historidaks development relating to commt
policies and non-commuted loss development.

When establishing loss reserves we have an exjecthsat, in the absence of commutations and sigit favorable or unfavorable non-
commuted loss development compared to expectatioss,reserves will not exceed the high, or be tkas the low, end of the followil
ranges of gross losses and loss adjustment expesseves implied by the various methodologies Wseeach of our insurance subsidiarie
of December 31, 2013.

The ranges of gross losses and loss adjustmennhsxpeserves implied by the various methodologsesi by each of our ndife
insurance and reinsurance subsidiaries as of Deme®ih 2013 were:

Low Selectec High
(in thousands of U.S. dollars
Asbestos $ 395,24¢ $ 451,09( $ 508,95¢
Environmenta 78,57: 88,40¢ 100,40(
General casualt 569,45: 645,52( 719,11¢
Workers compensation/personal accic 1,169,93 1,327,36! 1,444,34
Marine, aviation and trans 164,08: 182,65: 204,63t
Construction defec 140,93: 163,64( 177,06(
Other 803,69: 898,20: 1,012,13:
Unallocated loss adjustment expen 247,64: 247,64: 247,64:
Total $3,569,55. $4,004,51. $4,414,29!

Latent Claims

Our loss reserves are related largely to casuadppsures including latent exposures relating pripmao A&E. In establishing th
reserves for unpaid claims, management considets €arrently known and the current state of thwe dad coverage litigation. Liabilities ¢
recognized for known claims (including the cost refated litigation) when sufficient information hdsen developed to indicate
involvement of a specific
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insurance policy and management can reasonabipastits liability. In addition, reserves are elislled to cover loss development relate
both known and unasserted claims.

The estimation of unpaid claim liabilities is sutfj¢o a high degree of uncertainty for a numbereasons. First, unpaid claim liabilit
for property and casualty exposures in generalmpacted by changes in the legal environment, awwards, medical cost trends and ger
inflation. Moreover, for latent exposures in pautar, developed case law and adequate claim histonyot exist. There is significant cover
litigation related to these exposures, which cie@iigher uncertainty in the estimation of the ilisibs. As a result, for these types of expost
it is especially unclear whether past claim expergewill be representative of future claim expecenUltimate values for such claims car
be estimated using reserving techniques that eotttp losses to an ultimate basis using loss dpwsdat factors, and the uncertain
surrounding the estimation of unpaid claim liamtare not likely to be resolved in the near feitdrhere can be no assurance that the res
we establish will be adequate or will not be aderaffected by the development of other latentosxpes.

Our asbestos claims are primarily products liapititaims submitted by a variety of insureds whorafel in different parts of t
asbestos distribution chain. While most such claanise from asbestos mining and primary asbestosifaeturers, we have also been recei
claims from tertiary defendants such as smallerufeanturers, and the industry has seen an emerging bf nonproducts claims arising frc
premises exposures. Unlike products claims, prinpodicies generally do not contain aggregate polinyits for premises claims, whic
accordingly, remain at the primary layer and, thmasely impact excess insurance policies. As th&t waajority of our policies are exc
policies, this trend has had only a marginal eftecbur asbestos exposures thus far.

Asbestos reform efforts have been underway at twthfederal and state level to address the costseope of asbestos claims to
American economy. While congressional efforts teate a federal trust fund that would replace thie sgstem for asbestos claims fai
several states, including Texas and Florida, hassed reforms based on “medical critereguiring certain levels of medically documer
injury before a lawsuit can be filed, generallyuléiag in a drop of case filings in those statespiihg this reform measure.

Asbestos claims primarily fall into two general egdries: impaired and unimpaired bodily injury olai Property damage clai
represent only a small fraction of asbestos claimgpaired claims primarily include individuals seiffing from mesothelioma or a cancer ¢
as lung cancer. Unimpaired claims include asbestosil those whose lung regions contain pleuralglsq

Unlike traditional property and casualty insurdratteither have large numbers of individual clasmising from personal lines such
auto, or small numbers of high value claims as @uical malpractice insurance lines, our primarycsxpes arise from A&E claims that do
follow a consistent pattern. For instance, we nmagoenter a small insured with one large environmieclaim due to significant groundwa
contamination, while a Fortune 500 company may subomerous claims for relatively small values. Maover, there is no set pattern for
life of an environmental or asbestos claim. Soméheke claims may resolve within two years whewthers have remained unresolved
nearly two decades. Therefore, our open and closémis data do not follow any identifiable or digdbéle pattern.

Furthermore, because of the reinsurance natutgeaflims we manage, we focus on the activitiebeateinsured level rather than at
individual claims level. The counterparties withom we typically interact are generally insurerdasge industrial concerns and not indivic
claimants. Claims do not follow any consistent graitt They arise from many insureds or locations iara broad range of circumstances.
insured may present one large claim or hundredhausands of small claims. Plaintiffsbunsel frequently aggregate thousands of c
within one lawsuit. The deductibles to which claiame subject vary from policy to policy and yeay&ar. Often claims data is only availabl
reinsurers, such as us, on an aggregated basisrdiegly, we have not found claim count informatimnaverage reserve amounts to be rel
indicators of exposure for our reserve estimatiatess or for management of our liabilities. Weehtound data
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accumulation and claims management more effectidenaeaningful at the reinsured level rather thathatunderlying claim level. As a res
we have designed our reserving methodologies todependent of claim count information. As the leveexposures to a reinsured can \
substantially, we focus on the aggregate exposmdgpursue commutations and policy buy-backs vaghldrger reinsureds.

Our future environmental loss development may fleenced by other factors including:

» Existence of currently undiscovered polluted sigdgible for cleandp under the Comprehensive Environmental Resp
Compensation, and Liability Act (or CERCLA) andatd legislation

» Costs imposed due to joint and several liabilitgat all potentially responsible parties (or PR&®) capable of paying their sha
e Success of legal challenges to certain policy tesuth as th“absolut” pollution exclusion

» Potential future reforms and amendments to CERGiakticularly as the resources of Superfundhe-funding vehicle, establist
as part of CERCLA, to provide financing for clearaffpolluted sites where no PRP can be ident— become exhauste

The influence of each of these factors is not gagilkantifiable and, as with asbestetated exposures, our historical environmentad
development is of limited value in determining fig@nvironmental loss development using traditi@ealiarial reserving techniques.

There have been recent positive developments coimgetead paint liability, an area previously vielvas an emerging trend in lat
claim activity with the potential to adversely affeeserves. After a series of successful defefisgsby defendant lead pigment manufactt
in lead paint litigation, in 2005, a Rhode Islan@ltcourt ruled in favor of the government in aisamce claim against the defenc
manufacturers. Since the Rhode Island decisionerogovernment entities have employed the same yth&wr recovery against the
manufacturers. In 2008, the Rhode Island Supremet@eversed the sole legal liability loss expecith by lead pigment manufacturers in
paint litigation. The court rejected public nuisaras a viable theory of liability for use by thevgmment against the defendants and
invalidated the entire claim against the lead pigimmeanufacturers. Subsequent to the Rhode Islapde8ie Court decision at least one @
government entity, an Ohio municipality, voluntgriropped its lead paint suit. Thereafter, theeStditOhio, voluntarily dismissed its pend
action against lead pigment manufacturers. Otlate stupreme courts equally rejected the publicamais theory of liability, whereas no higt
state court has ever adopted this theory as amptate cause of action.

We believe that lead paint claims now pose a lokiglr to adverse reserve adjustment than previotiglyght, as the only trial cor
decision against lead pigment manufacturers to watereversed on the basis that public nuisanea isnproper liability theory by which
plaintiff may seek recovery against the lead pigmmeanufacturers. Even if adverse rulings underrizétiive theories succeed or if other st
ultimately permit recovery under a public nuisatizeory, it is questionable whether insureds haweage under their policies under wt
they seek indemnity. Insureds have yet to meettpdkrms and conditions to establish coverage dad Ipaint public nuisance claims
opposed to traditional bodily injury and propertgntage claims. Still, there is the potential foms#figant impact to excess insurers she
plaintiffs prevail in successive nuisance claimsgigeg in other jurisdictions and coverage is essaled.

Our independent, external actuaries use industnchrearking methodologies to estimate appropriatdRBreserves for our A&
exposures. These methods are based on comparitons mss experience on A&E exposures relativénttustry loss experience on Al
exposures. Estimates of IBNR are derived separdtelyach of our relevant subsidiaries and, for s@ubsidiaries, separately for dist
portfolios of exposure. The discussion that follogdescribes, in greater detail, the primary actlianethodologies used by our indepent
actuaries to estimate IBNR for A&E exposures.
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In addition to the specific considerations for eavhthod described below, many general factors angidered in the application of -
methods and the interpretation of results for qamtifolio of exposures. These factors include the of product types (e.g., primary insura
versus reinsurance of primary versus reinsuranaeingurance), the average attachment point ofreges (e.g., firsttollar primary verst
umbrella over primary versus higixcess), payment and reporting lags related tantieenational domicile of our subsidiaries, paymant
reporting pattern acceleration due to large “whallgs settlements (e.g., policy bipacks and commutations) pursued by us, and lis
individual risks remaining and general trends wittiie legal and tort environments.

1. Paid Survival Ratio Method In this method, our expected annual averagenpat amount is multiplied by an expected fu
number of payment years to get an indicated res€uehistorical calendar year payments are exagniogletermine an expected future an
average payment amount. This amount is multipligdu expected number of future payment years imat a reserve. Trends in caler
year payment activity are considered when seledimgexpected future annual average payment amégoepted industry benchmarks
used in determining an expected number of futungmeat years. Each year, annual payments data iateghdtrends in payments are re
evaluated and changes to benchmark future payneams are reviewed. Advantages of this method aemasé of application and simplicity
assumptions. A potential disadvantage of the meihditht results could be misleading for portfoladshigh excess exposures where signifi
payment activity has not yet begun.

2. Paid Market Share Method. In this method, our estimated market shar@jdied to the industry estimated unpaid lossesstmate
of industry ultimate. The ratio of our historicallendar year payments to industry historical cederygéar payments is examined to estimat
market share. This ratio is then applied to thémede of industry unpaid losses or estimate of stguultimate. Each year, calendar
payment data is updated (for both us and industistjmates of industry unpaid losses are reviewelthe selection of our estimated ma
share is revisited. This method has the advantfaafetitends in calendar year market share can lmeparated into the selection of comp
share of remaining market payments. A potentiahdirantage of this method is that it is particulagnsitive to assumptions regarding
time-lag between industry payments and our payments

3. Reserve-to-Paid Method. In this method, the ratio of estimated indusagerves to industry paid-tiate losses is multiplied by ¢
paid-to-date losses to estimate our reserves. f&peonsiderations in the application of this methoclude the completeness of our paid-tc
date loss information, the potential acceleratiomi@celeration in our payments (relative to theustdy) due to our claims handling practi
and the impact of large individual settlements.tEgear, paid-tadate loss information is updated (for both us dreibdustry) and updates
industry estimated reserves are reviewed. This odetras the advantage of relying purely on paid Ws& and so is not influenced
subjectivity of case reserve loss estimates. Anditedisadvantage is that the application to cantfplios that do not have complete inception
to-date paid loss history could produce misleadingltesTo address this potential disadvantage, iattam of the method is also consideret
multiplying the ratio of estimated industry resexwte industry losses paid during a recent periotneé (e.g., 5 years) times our paid lo:
during that period.

4. IBNR:Case Ratio Method. In this method, the ratio of estimated indusBMR reserves to industry case reserves is midtighy ou
case reserves to estimate our IBNR reserves. $peoifsiderations in the application of this metlmzlude the presence of policies reserve
policy limits, changes in overall industry caseeree adequacy and recent loss reporting historgh Eraar, our case reserves are update
estimate of industry reserves is updated and thkcapility of the industry IBNR:Case Ratio is rewied. This method has the advantage t
incorporates the most recent estimates of amowddad to settle open cases included in currentreaseves. A potential disadvantage is
results could be misleading where our case resatequacy differs significantly from overall indystase reserve adequacy. In these inste
the industry IBNR:Case Ratios were adjusted t@otfbur portfolio case reserve adequacy.
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5. Ultimate-to-Incurred Method. In this method, the ratio of estimated indusitymate losses to industry incurreddate losses
applied to our incurred-tdate losses to estimate our IBNR reserves. Spewtfisiderations in the application of this methodlude th
completeness of our incurred-tiate loss information, the potential acceleratioml@celeration in our incurred losses (relativéhim industry
due to our claims handling practices and the impédarge individual settlements. Each year inctiiedate loss information is updated |
both us and the industry) and updates to industiiynated ultimate losses are reviewed. This mettasdthe advantage that it incorporates
paid and case reserve information in projectingnalte losses. A potential disadvantage is thatltesould be misleading where cumula
paid loss data is incomplete or where our caservesadequacy differs significantly from overall usdry case reserve adequacy. In t
instances, the industry IBNR:Case Ratios were &elju® reflect our portfolio case reserve adequacy.

6. Decay Factor Method. In this method, a decay factor is directly #ggblto our payment data to estimate future payméite deca
factors were selected based on a review of the @agnpnd industry decays. This method is most uselfigre our data shows a decrea
pattern and is credible enough to be reliable. Weshod was introduced in 2013.

Under the Paid Survival Ratio Method, the Paid Ma&hare Method and the Reservd?ad Method, we first determine the estim;
total reserve and then deduct the reported outistgridise reserves to arrive at an estimated IBSBrve. The IBNR:Case Ratio Method 1
determines an estimated IBNR reserve which is tdted to the advised outstanding case reservasite at an estimated total loss rese
The Ultimate-to-Incurred Method first determinesemtimate of the ultimate losses to be paid and deelucts paid-tdate losses to arrive at
estimated total loss reserve and then deductsamdlisiy case reserves to arrive at the estimatedRIBierve. In the decay factor methoc
initial payment is selected and reserves are eshrdirectly from the projection of future payments

As of December 31, 2013, we had 30 separate inseramd/or reinsurance subsidiaries whose resergesategorized into approximat
259 reserve categories in total, including 33 dadtasbestos reserving categories and 23 distivitommental reserving categories.

To the extent that data availability allows, th& siethodologies described above are applied foh edcthe 33 asbestos resen
categories and each of the 23 environmental raspreategories. As is common in actuarial practice one methodology is exclusively
consistently relied upon when selecting a recomdsérve. Consistent reliance on a single methogdiogelect a recorded reserve woul
inappropriate in light of the dynamic nature oftibtite A&E liabilities in general, and our actuapesure portfolios in particular.

In selecting a recorded reserve, management coadite range of results produced by the methodbttan strengths and weaknesse
the methods in relation to the data available dedspecific characteristics of the portfolio undensideration. Trends in both our data
industry data are also considered in the reseneetsan process. Recent trends or changes in {bgamt tort and legal environments are
considered when assessing methodology resultsedecting an appropriate recorded reserve amourgdoln portfolio.

The following key assumptions were used to estim&E reserves at December 31, 2013:

1. $74 Billion Ultimate Industry Asbestos LossesThis level of industry-wide losses and its conmgar to industrywide paid
incurred and outstanding case reserves is thelmsehmarking assumption applied to Paid Market §hReserve-tdaid, IBNR:Cas
Ratio and the Ultimate-to-Incurred asbestos reagrimethodologies.

2. $40 Billion Ultimate Industry Environmental LossesThis level of industry-wide losses and its congan to industrywide
paid, incurred and outstanding case reserves isbéise benchmarking assumption applied to Paid Mdskare, Reserve-teaid
IBNR:Case Ratio and the Ultimate-to-Incurred envimental reserving methodologies.
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3. Loss Reporting Lag— Our subsidiaries assumed a mix of insurance am$ugdnce exposures generally through the La
market. As the available industry benchmark logermation, as supplied by our independent conggilintuaries, is compiled larg:
from U.S. direct insurance company experience |aasg reporting is expected to lag relative to aldéd industry benchmark informati
This timelag used by each of our insurance subsidiarieesdrom 1 to 5 years depending on the relative shomicile, percentages
product mix of insurance, reinsurance and retragrak reinsurance, primary insurance, excess imeaareinsurance of direct, ¢
reinsurance of reinsurance within any given exppsategory. Exposure portfolios written from a du$. domicile are assumed to h
a greater timdag than portfolios written from a U.S. domicileorBolios with a larger proportion of reinsuranogesures are assume
have a greater time-lag than portfolios with aéangroportion of insurance exposures.

The following tables provide a summary of the impafachanges in industry ultimate losses, fromdbkected $74 billion for asbestos
$40 billion for environmental, and changes in tineetlag, from the selected averages of 2.8 years toesiss and 2.2 years for environme
for us behind industry development that it is assdimelates to our insurance and reinsurance comfaRiease note that the table be
demonstrates sensitivity to changes to key assomgptusing methodologies selected for determinirgs land allocated loss adjustn
expenses, or ALAE, at December 31, 2013 and difien® the table on page 64, which demonstratesghge of outcomes produced by
various methodologies.

Gross

Asbestos
Loss
Sensitivity to Industry Asbestos Ultimate Loss Assuption Reserves
(in

thousands

of U.S.

dollars)

Asbestos— $79 billion $514,72¢
Asbestos— $74 billion (selected 451,09(
Asbestos— $69 billion 386,56:

Gross
Environmental

Sensitivity to Industry Environmental Ultimate Loss Assumption Loss Reserve:
(in thousands
of U.S. dollars’
Environmenta— $42.5 billion $ 107,16
Environmenta— $40 billion (selected 88,40:
Environmenta— $37.5 billion 69,78
Gross Gross
Asbestos Environmental
Loss
Sensitivity to Time-Lag Assumption* Reserves Loss Reserve:
(in thousands of U.S. dollars
Selected average of 2.8 years asbestos, 2.2 yearsrenental $451,09( $ 88,40¢
Increase all portfolio lags by one ye 493,02 95,54
Decrease all portfolio lags by one yi 414,82( 82,09¢

* Using $74 billion/$40 billion Asbestos/Environmelnitadustry Ultimate Loss assumptior

As with all assumptions, these assumptions aresitedi each year. Historically, asbestos and enmienmtal ultimates, as advised
industry publications, were used as the proxy farindustry ultimate. As such, $65.0 billion and3$3billion were used in 2012 as the pr
for the industry asbestos and environmental ulétmaDue to the inability of our external actuariesreview the data, methodologies
calculations supporting those industry publisheiireges, our external actuaries themselves hawmatsid ultimate industry losses using
techniques described starting on page 67. Thaseiques allow our external actuaries to bettenitor the impact on us of the selec
asbestos and environmental ultimate loss assungptioran annual basis and also allow them to momitiustry payments against expectati
The change in assumptions had no material impath®mestimate of our A&E reserves. The assumpganding loss reporting lag descri
on this page has not changed.
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All Other (Non-latent) Reserves

For our “All Other” (nonlatent) loss exposure, a range of traditional Idegelopment extrapolation techniques is appliedoby
independent actuaries and us. These methods adbaieohorts, or groups, of losses from similarcsypes will increase over time it
predictable manner. Historical paid, incurred, andstanding loss development experience is exanfioiedarlier years to make inferen
about how later yeardosses will develop. The application and considenabf multiple methods is consistent with the Aarial Standards
Practice.

When determining which loss development extrapotatinethods to apply to each company and each ofaegposure within ea
company, we and our independent actuaries con#igenature of the exposure for each specific sidogicand reserving segment and
available loss development data, as well as thidiions of that data. In cases where compspgeific loss development information is
available or reliable, we and our independent aiEsaelect methods that do not rely on histordeah (such as incremental or rofi-methods
and consider industry loss development informagmblished by industry sources such as the Reinsardssociation of America.
determining which methods to apply, we and our jrehelent actuaries also consider cause of lossgdatfiormation when available.

A brief summary of the methods that are considenedt frequently in analyzing ndatent exposures is provided below. This sumi
discusses the strengths and weaknesses of eachdnathwell as the data requirements for each rdetib of which are considered wt
selecting which methods to apply for each reseegenent.

1. Cumulative Reported and Paid Loss Developmerthddis. The Cumulative Reported (Case Incurred) Loss Devetnt metho
relies on the assumption that, at any given sthteaiurity, ultimate losses can be predicted bytiplying cumulative reported losses (p
losses plus case reserves) by a cumulative develoipfactor. The validity of the results of this imed depends on the stability of cl:
reporting and settlement rates, as well as theistemey of case reserve levels. Case reservestdwmne to be adequately stated for this me
to be effective; they only need to have a fairlypsistent level of adequacy at all stages of matuHistorical “age-to-agefoss developme
factors (or LDFs) are calculated to measure thativel development of an accident year from one nitgtpoint to the next. Age-tage LDF:
are then selected based on these historical fadibes selected age-tiye LDFs are used to project the ultimate lossks. Gumulative Pa
Loss Development Method is mechanically identicalkite Cumulative Reported Loss Development Methescdbed above, but the p
method does not rely on case reserves or clainrtieg@atterns in making projections. The validifiythe results from using a cumulative |
development approach can be affected by many donsjtsuch as internal claim department processitanges, a shift between single
multiple payments per claim, legal changes, oratemis in a compang’ mix of business from year to year. Typically, thest appropria
circumstances in which to apply a cumulative losgelopment method are those in which the exposuneature, full loss development dat
available, and the historical observed loss devatan is relatively stable.

2. Incremental Reported and Paid Loss Developmesthls. Incremental incurred and paid analyses are perforimeases whe
cumulative data is not available. The concept @f ithicremental loss development methods is simdathe cumulative loss developm
methods described above, in that the pattern dbiiisl paid or incurred losses is used to projbet remaining future development. -
difference between the cumulative and incrementthods is that the incremental methods rely on exdyemental incurred or paid loss ¢
from a given point in time forward, and do not rieqdull loss history. These incremental loss depetent methods are therefore helpful w
data limitations apply. While this versatility g incremental methods is a strength, the methoelssansitive to fluctuations in I
development, so care must be taken in applying them
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3. IBNR-to-Case Outstanding Method.This method requires the estimation of consistemtuative paid and reported (case) incu
loss development patterns and agedtonate LDFs, either from data that is specific the segment being analyzed or from applic
benchmark or industry data. These patterns impgyezific expected relationship between IBNR, inclgdoth development on known clai
(bulk reserve) and losses on true late reportachslaand reported case incurred losses. The IBNRatge Outstanding method can be usec
variety of situations. It is appropriate for lossvdlopment experience that is mature and possasgely high ratio of paid losses to repo
case incurred losses. The method also permits alnation of the difference in maturity between thssiness being reviewed and benchr
development patterns. Depending on the relationshipaid to incurred losses, an estimate of thatiked maturity of the business be
reviewed can be made and a subsequent estimatémoate losses driven by the implied IBNR to casgstanding ratio at the appropri
maturity can be made. This method is also usefutresHoss development data is incomplete and ordyctise outstanding amounts
determined to be reliable. This method is lessibddi in situations where relative case reservewisghas been changing over time.

4. Bornhuetter-Ferguson Expected Loss ProjectiopdrRed and Paid Methods. The BornhuetteFerguson Expected Loss Projec
Method based on reported loss data relies on thargstion that remaining unreported losses are etifumof the total expected losses ra
than a function of currently reported losses. Tkigeeted losses used in this analysis are baseditial selected ultimate loss ratios by y
The expected losses are multiplied by the unreggrézcentage to produce expected unreported loBsesunreported percentage is calcul
as one minus the reciprocal of the selected cuimal@icurred LDFs. Finally, the expected unrepolitesses are added to the current rep:
losses to produce ultimate losses. The calculatiakerlying the Bornhuettdterguson Expected Loss Projection Method basedaahlps:
data are similar to the Bornhuettéerguson calculations based on reported lossels, tht exception that paid losses and unpaid pexge!
replace reported losses and unreported percentdigesBornhuetteFerguson method is most useful as an alternativethier models fc
immature years. For these immature years, the ammaeported or paid may be small and unstable hackfore not predictive of futL
development. Therefore, future development is assuta follow an expected pattern that is suppoligdnore stable historical data or
emerging trends. This method is also useful wheangimg reporting patterns or payment patterns dististorical development of loss
Similar to the loss development methods, the BogtteuFerguson method may be applied to loss and ALAR ocombined or separate bs
The BornhuetteFerguson method may not be appropriate in circumst&awhere the liabilities being analyzed are vagture, as it is n
sensitive to the remaining amount of case resanuestanding, or the actual development to date.

5. Reserve Run-off Method. This method first projects the future values ofecasserves for all underwriting years to futuresagi
development. This is done by selecting a run-offgoa of case reserves. The selected case rumtafsrare chosen based on the observed ri
off ratios at each age of development. Once thHesdiave been selected, they are used to projeduthre values of case reserves. A pai
reserve factor is selected in a similar way. Th#osaof the observed amounts paid during each dewednt period to the respective ¢
reserves at the beginning of the periods are usedtimate how much will be paid on the case reseduring each development period. Tl
paid on reserve factors are then applied to the merve amounts that were projected during teedhase of this method. A summation of
resulting paid amounts yields an estimate of thbility. The Reserve Run-off Method works well whiwe historical rureff patterns ar
reasonably stable and when case reserves ultimsghelyw a decreasing trend. Another strength of miéghod is that it only requires ci
reserves at a given point in time and incremerda pnd incurred losses after that point, meartiag it can be applied in cases where full
history is not available. In cases of volatile datsere there is a persistent increasing trend $e caserves, this method will fail to produt
reasonable estimate. In several cases, relianaethjpomethod was limited due to this weakness.

Our independent actuaries select the appropria® development extrapolation methods to apply th emmpany and each clas:
exposure, and then apply these methods to calcatagstimate of ultimate losses. Our managemerithwis responsible for the final estim
of ultimate losses, reviews the calculations of indiependent actuaries, considers whether the ppate method was applied, and adjust:
estimate of
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ultimate losses as it deems necessary. Historicaklyhave not deviated from the recommendatiorsuofindependent actuaries. Paiddimte
losses are then deducted from the estimate of aféifosses to arrive at an estimated total losvesand reported outstanding case res
are then deducted from estimated total loss resdovealculate the estimated IBNR reserve.

Quarterly Reserve Reviews

In addition to an irdepth annual review, we also perform quarterlymaseeviews. This is done by examining quarterlid@and incurre
loss development to determine whether it is coestsivith reserves established during the precedimual reserve review and with expe:
development. Loss development is reviewed sepgrédel each major exposure type (e.g., asbestosyamaental, etc.), for each of ¢
relevant subsidiaries, and for large “wholesalehouutation settlements versus “routingdid and advised losses. This process is underta
determine whether loss development experience glariquarter warrants any change to held reserves.

Loss development is examined separately by expdgpeebecause different exposures develop diffgrenter time. For example, t
expected reporting and payout of losses for a garanunt of asbestos reserves can be expectedet@l@be over a different time frame an
a different quarterly pattern from the same amadinvironmental reserves.

In addition, loss development is examined separdteleach of our relevant subsidiaries. Companaes differ in their exposure prof
due to the mix of insurance versus reinsurancentixeof primary versus excess insurance, the unding years of participation and otl
criteria. These differing profiles lead to diffetexpectations for quarterly and annual loss dgraknt by company.

Our quarterly paid and incurred loss developmermtdftien driven by large, “wholesale” settlementssaeh as commutations and po
buy-backs —which settle many individual claims in a singlengaction. This allows for monitoring of the potahtprofitability of large
settlements, which, in turn, can provide informatabout the adequacy of reserves on remaining exg®shat have not yet been settled.
example, if it were found that large settlementseneonsistently leading to large negative, or fabbe, incurred losses upon settlemet
might be an indication that reserves on remainigpsures are redundant. Conversely, if it were dotlnat large settlements were consiste
leading to large positive, or adverse, incurredsdéssupon settlement, it might be an indicatiorpatticularly if the size of the losses w
increasing —that certain loss reserves on remaining exposuresleficient. Moreover, removing the loss developtmesulting from larg
settlements allows for a review of loss developnrefdated only to those contracts that remain exppdselosses. Were this not done, |
possible that savings on large wholesale settlesramild mask significant underlying developmente&maining exposures.

Once the data has been analyzed as described admoviedepth review is performed on classes of exposuté significant los
development. Discussions are held with approppatsonnel, including individual company managelsnts handlers and attorneys, to be
understand the causes. If it were determined thagldpment differs significantly from expectationsserves would be adjusted.

Quarterly loss development is expected to be farhatic for the types of exposure insured andsteied by us. Several quarters of
incurred loss development can be followed by spideglatively large incurred losses. This is cletegistic of latent claims and other insure
losses that are reported and settled many yeansth# inception of the policy. Given the high degof statistical uncertainty, and potet
volatility, it would be unusual to adjust resenagsthe basis of one, or even several, quartersssfdevelopment activity. As a result, unles:
incurred loss activity in any one quarter is oftfss@nificance that management is able to quattidyimpact on the ultimate liability for los:
and loss adjustment expenses, reductions or ireseadosses and loss adjustment expense liabilitie carried out in the fourth quarter b
on the annual reserve review described above.
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As described above, our management regularly reviemd updates reserve estimates using the mosntunformation available a
employing various actuarial methods. Adjustmensgsiliteng from changes in our estimates are recomié¢ide period when such adjustments
determined. The ultimate liability for losses andd adjustment expenses is likely to differ from dhiginal estimate due to a number of fac
primarily consisting of the overall claims activibgcurring during any period, including the comjgletof commutations of assumed liabilit
and ceded reinsurance receivables, policy buy-bacéggeneral incurred claims activity.

Losses and Loss Adjustment Expenses
Active Underwriting

The following table provides a breakdown of theakdiability for losses and loss adjustment expsnsg type of exposure for the y
ended December 31, 2013 (for the year ended Dege3ilhb2012 we did not have an active underwritioegrsent).

2013
OLR IBNR Total
(in thousands of U.S. dollars

General casualt $10,67( $ 12,88 $ 23,557
Workers compensation/personal accic 8,41« 10,16 18,57¢
Marine, aviation and trans 23,74 28,67¢ 52,42
Construction defec 4,48¢ 5,42; 9,911
Other 49,26: 59,501 108,76:
Total $96,57" $116,65: 213,22¢
Unallocated loss adjustment expen 2,164
Total $215,39.

The reserve for losses and loss expenses incledesves for unpaid reported losses and for IBNRrves. The reserves for ung
reported losses and loss expenses are establighedrimgement based on reports from brokers, cedimgpanies and insureds and repre:
the estimated ultimate cost of events or conditithias have been reported to, or specifically idadiby us. The reserve for incurred but
reported losses and loss expenses is establishethbggement based on actuarially determined estintditultimate losses and loss expetl
Inherent in the estimate of ultimate losses and bgenses are expected trends in claim severtyraguency and other factors which r
vary significantly as claims are settled. Accordynailtimate losses and loss expenses may diffaeri@dly from the amounts recorded in
consolidated financial statements. These estinaategeviewed regularly and, as experience develogsnew information becomes known,
reserves are adjusted as necessary. Such adjustifiemly, will be recorded in earnings in the pdrin which they become known. Prior pel
development arises from changes to loss estimatEgynized in the current year that relate to lesemes established in previous cale
years.

Quarterly Reserve Reviews

The reserve for losses and loss expenses is rediewa quarterly basis. Each quarter, paid andiaduoss development is reviewe(
determine whether it is consistent with expectedettgpment. Loss development is examined separdiglglass of business, and la
individual losses or loss events are examined agggrfrom regular attritional development. Disdass are held with appropriate persor
including underwriters, claims adjusters, actuatesountants and attorneys to fully understandtgug loss development and implications
the quarterend reserve balances. Based on analysis of thedlmgslopment data and the associated discussiomsagement determir
whether any adjustment is necessary to quarteresetve balances.
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Net Reduction in Ultimate Losses and Loss AdjustrhErpense Liabilities
Non-life Run-off and Active Underwriting

The change in our estimated total loss reserveddthr latent and all other exposures comparedabdhthe previous period, less
losses paid during the period, is recorded as actexh in net ultimate losses on our statementaohiags for the period. Our estimated t
loss reserve at December 31, 2013 was determinexgstimating the ultimate losses and deducting pahte losses. The estimated ultin
losses, for both latent and all other (ratent) liabilities, were determined by the amoahtadvised case reserves and the application
actuarial methodologies described above to estif&lfR reserves. Future changes in our estimatedltohate losses are likely to haw
significant impact on future operating results. @yerating objective is to commute our loss expeswand manage naommuted los
development in a disciplined manner such that &utincurred loss development will be less than etqubcA combination of futu
commutations and better-than-expected incurred desglopment of nosemmuted exposures could improve the trend of dtesselopmer
and, after the application of actuarial methodasdio the improved trend, reduce the December @13 2stimates of ultimate losses wii
positive impact on our future results. Howevers ihot possible to project future commutation settints or whether incurred loss developi
will be better than expected, and it is possibé thtimate loss reserves could increase baseleofattors discussed herein.

Policy Benefits for Life and Annuity Contracts

The following table provides a breakdown by typetloé total policy benefits for life and annuity ¢@cts for the years enc
December 31, 2013 and 2012.

2013 2012
(in thousands of
U.S. dollars)
Life $ 380,87 $11,027
Annuities 963,32:
1,344,19 11,027
Fair value adjustmen (71,09)) —
$1,273,10I $11,027

Our policy benefits for life and annuity contra¢ts policy benefits) are estimated using standardiaaial techniques and cash fl
models in accordance with the Financial AccountBtgndards Board (FASB) Accounting Standards Caific (ASC) 944, Financi
Services —nsurance. We establish and maintain our policyefienat a level that we estimate will, when takegether with future premiu
payments and investment income expected to be @ameassociated premiums, be sufficient to supglbftiture cash flow benefit obligatio
and third party servicing obligations as they beegrayable. We review our policy benefits regulamyl perform loss recognition testing be
upon cash flow projections.

Since the development of the policy benefits issbaspon cash flow projection models, we must maltienates and assumptions be
on experience and industry mortality tables, lontyeand morbidity rates, lapse rates, expenses iamelstment experience, including
provision for adverse deviation. The assumptiorsius determine policy benefits are determined@iriception of the contracts, reviewed
adjusted at the point of acquisition as required! are lockedn throughout the life of the contract unless aniten deficiency develops. T
assumptions are reviewed no less than annuallyaendnlocked if they would result in a material @de reserve change. We establish 1
estimates based upon transactpecific historical experience, information prowddby the ceding company for the assumed busined
industry experience. Actual results could differtenally from these estimates. As the experiencéhercontracts emerges, the assumptior
reviewed by management. We determine whether aetulanticipated experience indicates that exigbiolicy benefits, together with t
present value of future gross premiums, are sefiicto cover the present value of future benefigttlement and maintenance costs at
recover unamortized acquisition costs. If suchviere

74



Table of Contents

indicates that policy benefits should be greatantthose currently held, then the lockadassumptions are revised and a charge for |
benefits is recognized at that time.

Reinsurance Balances Recoverable
Non-life Run-off, Active Underwriting and Life aAdnuities

Our acquired insurance and reinsurance subsidiariai three of our business segments, prior @uesition by us, used retrocessic
agreements to reduce their exposure to the riskisafrance and reinsurance they assumed. Loss essegpresent total gross losses,
reinsurance receivables represent anticipated egimsvof a portion of those unpaid losses as welraounts receivable from reinsurers
respect to claims that have already been paid.aVhihsurance arrangements are designed to lissetoand to permit recovery of a portio
direct unpaid losses, reinsurance does not reliesvef our liabilities to our insureds or reinsuredberefore, we evaluate and monr
concentration of credit risk among our reinsur@sluding companies that are insolvent, in ffior facing financial difficulties. Provisiol
are made for amounts considered potentially unctitike.

In addition to the acquired retrocessional agregsyamm an annual basis, Atrium purchases a tailog@ards reinsurance progr
designed to manage its risk profile. The majorityAtrium’s total third party reinsurance cover isthvLloyd's Syndicates or other reinsul
rated A- or better.

To estimate the provision for uncollectible reirsure recoverable, the reinsurance recoverablesisafiocated to applicable reinsur
As part of this process, ceded IBNR is allocatedrdipsurer. We use a detailed analysis to estimat®llectible reinsurance. The prim
components of the analysis are reinsurance redolecbalances by reinsurer and bad debt provisippfieal to these balances to determine
portion of a reinsures balance deemed to be uncollectible. These pomsgiequire considerable judgment and are detetmisimg the curre
rating, or rating equivalent, of each reinsurer @imer to determine its ability to settle the remace balances) as well as other
considerations and assumptions, such as claimsamedage issues.

Premium Revenue Recognition
Non-life Run-off and Active Underwriting

Our premiums written are earned on a pta basis over the coverage period. Our reinseranemiums are recorded at the inceptic
the policy, unless policy language stipulates offie, and are estimated based upon informationnoterlying contracts and informati
provided by clients and/or brokers. A change imgaerance premium estimates is made when additiof@mation regarding changes
underlying exposures is obtained. Such changestimates are expected and may result in signifiadptstments in future periods. We rec
any adjustments as premiums written in the petieg tire determined.

With respect to retrospectively rated contractsgrghadditional premium would be due should lossesed predetermined, contractt
thresholds), any additional premiums are based gpatractual terms and management judgment iswedoin estimating the amount of los
that we expect to be ceded. Additional premiumslditwe recognized at the time loss thresholds sigelcifi the contract are exceeded anc
earned over the coverage period, or are earneddimtety if the period of risk coverage has pas§dthnges in estimates of losses recorde
contracts with additional premium features woulslitein changes in additional premiums recognized.

Life and Annuities

We generally recognize premiums from term life nagice, credit life and disability insurance anduassd life reinsurance as reve
when due from policyholders. Term life insurancgsuamed life reinsurance and
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credit life and disability insurance policies induthose contracts with fixed and guaranteed prasiand benefits. We match benefits
expenses with revenue to result in the recogniioprofit over the life of the contracts.

Investments
Valuation of Investments

Our non-life run-off, active underwriting and lifend annuity businesses invest in trading portfobibdixed maturity and shotern
investments and equities, a held-to-maturity ptidfof fixed maturity investments and an availafide-sale portfolio of fixed maturity a
short-term investments. We record both the tradimgj available-fosale portfolios at fair value on our balance shéet.our trading portfolio
the unrealized gain or loss associated with thiemdifice between the fair value and the amortizesl cbthe investments is recorded in
earnings. For our available-feale portfolios, the unrealized gain or loss (othan credit losses) is excluded from net earnargbreported :
a separate component of accumulated other compsigleeincome. Fixed maturity investments classifael held-tomaturity, which ar
securities that we have the positive intent antitgttdo hold to maturity, are carried at amortizeost. The cost of shoterm investments al
fixed maturities are adjusted for amortization frpiums and accretion of discounts.

Our other investments comprise investments in varfarivate equity, fixed income, fixed income hedgguity and real estate debt fur
all of which are recorded at fair value.

We measure fair value in accordance with ASC 820 W¥alue Measurements. The guidance dictates raefnark for measuring fe
value and a fair value hierarchy based on the yualiinputs used to measure fair value. The h@nagives the highest priority to unadjus
guoted prices in active markets for identical assetliabilities (Level 1 measurements) and thedstpriority to unobservable inputs (Lew
measurements). The three levels of the fair vaieraichy are described below:

e Level 1— Quoted prices for identical instruments in activarkets.

» Level 2 —Quoted prices for similar instruments in active ke#s; quoted prices for identical or similar instients in markets that ¢
not active; and mod-derived valuations in which all significant inpatsd significant value drivers are observable iivaanarkets

» Level 3— Model-derived valuations in which one or more significenuts or significant value drivers are unobsel®z

When the inputs used to measure fair value fathiwitifferent levels of the hierarchy, the levethim which the fair value measurem
is categorized is based on the lowest level inpat ts significant to the fair value measurementtsnentirety. Thus, a Level 3 fair va
measurement may include inputs that are obseryablel 1 and 2) and unobservable (Level 3).

The use of valuation techniques may require a figmt amount of judgment. During periods of marlletruption, including periods
rapidly widening credit spreads or illiquidity,ritay be difficult to value certain of our securitietrading becomes less frequent or market
becomes less observable.

Fixed Maturity Investments

Fixed maturity investments are subject to fluctadiin fair value due to changes in interest ratieanges in issuer specific circumstal
such as credit rating and changes in industry-§peagircumstances such as movements in credit dgréased on the markgtperception «
industry risks. As a result of these potential iliations, it is possible to have significant unizsd gains or losses on a security. At matt
absent any credit loss, fixed maturity investmeatsortized cost will equal their fair value and malized gain or loss will be recognizes
income. If, due to an unforeseen change in losmpay patterns, we need to sell any available-
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for-sale investments before maturity, we could readipmificant gains or losses in any period, whiclildoresult in a meaningful effect
reported net income for such period.

We perform regular reviews of our available-foresahd held-tanaturity fixed maturities portfolios and utilizepsiocess that considt
numerous indicators in order to identify investnsettiat are showing signs of potential other-tteanporary impairment losses. Th
indicators include the length of time and extenths unrealized loss, any specific adverse comtititistoric and implied volatility of tl
security, failure of the issuer of the securityrtake scheduled interest payments, significantgatiranges and recoveries or additional dec
in fair value subsequent to the balance sheet d@#te.consideration of these indicators and themegtbn of credit losses involve signific.
management judgment.

Any other-thantemporary impairment loss, or OTT], related to eddrloss would be recognized in earnings, andatheunt of the OT1
related to other factors (e.g. interest rates, ptacknditions, etc.) is recorded as a componentlir comprehensive income. If no credit
exists but either we have the intent to sell tixedi maturity investment or it is more likely thaaotrthat we will be required to sell the fiy
maturity investment before its anticipated recoyéngn the entire unrealized loss is recognizeshimings.

For the years ended December 31, 2013, 2012 andl, 204 did not recognize any other-th@mporary impairment charges thro
earnings.

Our fixed maturity portfolio is managed by our Chlavestment Officer and outside investment addsaiith oversight from ol
Investment Committee. Fair value prices for alldstments in the fixed maturity portfolios are inelegently provided by the investm
custodian, investment accounting service providet mvestment managers, each of which utilize r@#onallyrecognized independe
pricing services. Interactive Data Corporatiorhiswever, the main pricing service utilized to esiienthe fair value measurements for our f
maturity investments. We record the unadjustedeppiovided by the investment custodians, investraenbunting service providers or
investment managers and validate this price thraugiocess that includes, but is not limited tpcéimparison of prices against alterna
pricing sources; (ii) quantitative analysis (e.gmparing the quarterly return for each managedgatto its target benchmark); (iii) evaluati
of methodologies used by external parties to esérfaar value, including a review of the inputs dder pricing; and (iv) comparing the price
our knowledge of the current investment market. @ternal price validation procedures and reviewaif value methodology documentat
provided by independent pricing services have msibtically resulted in adjustment in the pricesamfied from the pricing service.

The independent pricing services used by the invest custodians, investment accounting serviceigeos and investment manag
obtain actual transaction prices for investmen#s tiave quoted prices in active markets. For détengn the fair value of investments that
not actively traded, in general, pricing serviceg Umatrix pricing”in which the independent pricing service uses alad#e market inpu
including, but not limited to, reported trades, tlemark yields, brokedealer quotes, interest rates, prepayment speetsjldrates and su
other inputs as are available from market sourcaketermine a reasonable fair value. In additioiting services use valuation models, u
observable data, such as an Option Adjusted Spremtel, to develop prepayment and interest rateasiwen The Option Adjusted Spre
model is commonly used to estimate fair value fwestments such as mortgage-backed and asset-hiagkstments.

Other Investments

Our other investments are comprised of privatetggfiked income, fixed income hedge, equity anal estate debt funds. Investment
the funds are carried at their net asset valueg;hwdpproximate fair value. We believe the repomed asset value represents the fair \
market participants would apply to an interesti@ fund. The fund managers value their underlyimvgstments at fair value in accordance
policies established by each fund, as describegdah of their financial statements and offering memda. The change in fair value is inclu
in net realized and unrealized gains on investmamisrecognized in net earnings. These investments
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are stated at fair value, which ordinarily will ttee most recently reported net asset value asedibig the fund manager or administrator.

We have ongoing due diligence processes with régpeands in which we invest and their managetsese processes are designe
assist us in assessing the quality of informativided by, or on behalf of, each fund and in detaing whether such information contin
to be reliable or whether further review is wareghtCertain funds do not provide full transpareatyheir underlying holdings; however,
obtain the audited financial statements for fundsually, and regularly review and discuss the fpedformance with the fund manager
corroborate the reasonableness of the reportedsset values. The use of net asset value as amagstof the fair value for investments
certain entities that calculate net asset valwepgsrmitted practical expedient. While reportedasset value is the primary input to the rev
when the net asset value is deemed not to be tndiaaf fair value, we may incorporate adjustmentthe reported net asset value (and na
the permitted practical expedient) on an investrbgrihvestment basis. These adjustments may ingbr@ficant management judgment.

For our investments in private equity funds, we suea fair value by obtaining the most recently jmed capital statement from 1
external fund manager or thighrty administrator. The funds calculate net aga&ie on a fair value basis. Due to a lag in thkelatéons
reported by the managers, we record changes imtlestment value with up to a three-month lag. &bmpublicly-traded companies with
these funds, we adjust the reported net asset balsed on the latest share price as of our regodtite. We have classified our investmen
private equity funds as Level 3 investments bectusgreflect our own judgment about the assumpttbat market participants might use.

The fixed income funds and equity funds in which weest have been classified as Level 2 investmbatause their fair value
estimated using the net asset value provided rdguad because the fixed income funds and equitgs$ are highly liquid.

For our investments in fixed income hedge funds,mesasure fair value by obtaining the most receptiplished net asset value
advised by the external fund manager or third-padiyinistrator. The investments in the funds aassified as Level 3.

The real estate debt fund in which we invest hanlassified as a Level 3 investment becausaiits/élue is estimated using the n
recent published net asset value.

Our remaining other investments are valued baseatefatest available capital statements and haea blassified as Level 3.

Certain funds included in other investments argesuitho a lock-up period. A loclep period refers to the initial amount of time awdsto
is contractually required to invest before havihg fbility to redeem the investment. Funds thapdwide for periodic redemptions m
depending on the funds’ governing documents, hhgeability to deny or delay a redemption requesiictv is called a “gate.The fund ma
restrict redemptions because the aggregate ambuedemption requests as of a particular date elscaespecified level. The gate is a me
for executing an orderly redemption process thate for redemption requests to be executed imali manner to reduce the possibility
adversely affecting the remaining investors inftived. Typically, the imposition of a gate delaypation of the requested redemption, with
remaining portion to be settled in cash sometiner afie redemption date.

Certain funds included in other investments maglmved to invest a portion of their assets imiliid securities, such as private equit
convertible debt. In such cases, a common mechanosmd is a “side-pocketwhereby the illiquid security is assigned to a sefs
memorandum capital account or designated accoypicdlly, the investor loses its redemption rigimshe designated account. Only when
illiquid security is sold, or is otherwise deeméyuid by the fund, may investors redeem their ie$éein the side-pocket.

As at December 31, 2013, five of our funds with aket value of $3.2 million included in other intregents were subject to gates or
sidepockets. These investments are all subject todation. There is, however, no significant uncetiain relation to the valuation of the
investments.
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A review of fair value hierarchy classificationsdenducted on a quarterly basis. Changes in theredisility of valuation inputs m:
result in a reclassification for certain financéalsets and liabilities. Reclassifications impactiegel 3 of the fair value hierarchy are repo
as transfers in/out of the Level 3 category adeflieginning of the quarter in which the reclasatfons occur.

Goodwill

Gooduwill represents the excess of the purchase prer the fair value of the net assets acquiregl. pétform an initial valuation of @
goodwill assets and assess goodwill for impairnoenan annual basis. If, as a result of the assegsme determine the value of our good
asset is impaired, goodwill is written down in heriod in which the determination is made. As at&meber 31, 2013, no impairment has t
recorded as a result of our assessment.

Intangible Assets

Intangible assets represent the fair value adjusisneslated to unpaid losses and loss expensesurance balances recoverable
policy benefits for life and annuity contracts ajowith the fair values of Lloyd syndicate capacity, customer relationships, mamag
contract and brand arising from the acquisitiorAbfum. Definitedived intangible assets are amortized over thdimeded useful lives. W
recognize the amortization of all intangible assetsur consolidated statement of earnings. Indtefiived intangible assets are not subje«
amortization. The carrying values of intangibleedssare reviewed for indicators of impairment orleaist an annual basis. Impairmer
recognized if the carrying values of the intangibksets are not recoverable from their undiscouotesth flows and are measured as
difference between the carrying value and thevialiue.

Redeemable Noncontrolling Interest

In connection with the Trident dovestments in our acquisitions of Arden and Atrjucertain subsidiaries have issued shares
noncontrolling interest (and will issue shares tooacontrolling interest in connection with the isracquisition). These shares are subje
agreements that provide the holder with certairemggtion rights. The interests are presented orbdtence sheet outside of equity undel
caption “redeemable noncontrolling interesasitl are carried at fair value. Noncontrolling ietds that do not contain such redemption fea
are presented in equity. We recognize changeseirfdin value that exceed the carrying value of egdagble noncontrolling interest throt
retained earnings as if the balance sheet date alswahe redemption date.
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Consolidated Results of Operations — For the Year&nded December 31, 2013, 2012 and 2011
The following table sets forth our consolidatedestzents of earnings data for each of the periodisated:

Years Ended December 31
2013 2012 2011
(in thousands of U.S. dollars

INCOME
Net premiums earne— nor-life run-off $112,61: $ — $ —
Net premiums earne— life and annuitie: 94,98 3,511 3,54:
Net premiums earne— active underwriting 32,21 — —
Fees and commission incot 12,817 8,57( 17,85¢
Net investment incom 93,29t 77,76( 68,67¢
Net realized and unrealized ga 70,65 73,61: 9,21«
Gain on bargain purcha — — 13,10t
416,57( 163,45. 112,39¢
EXPENSES
Net reduction in ultimate losses and loss adjustragpense liabilities
Losses incurred on current period premiums ea— nor-life run-off 74,13¢ — —
Losses incurre—active underwriting 19,35: — —
Reduction in estimates of net ultimate los (215,48() (218,119 (248,23()
Increase (reduction) in provisions for bad ¢ 1,99¢ (3,11)) (42,827)
Reduction in provisions for unallocated loss adpesit expense liabilitie (49,629 (39,299 (45,109
Amortization of fair value adjustmen 5,94 22,57. 42,69:
(163,679 (237,95) (293,46))
Life and annuity policy benefit 78,35¢ (300 1,55
Acquisition costt 23,19¢ — —
Salaries and benefi 124,61¢ 100,47: 89,84¢
General and administrative expen 86,61: 56,59: 71,81(
Interest expens 12,38¢ 8,42¢ 8,52¢
Net foreign exchange (gains) los: (4,369 40€ 373
157,12¢ (72,35¢) (121,349
EARNINGS BEFORE INCOME TAXES 259,44 235,80! 233,74
INCOME TAXES (85,619 (44,290 (25,289
NET EARNINGS 223,82: 191,51 208,45¢
Less: Net earnings attributable to noncontrollinigiies! (15,219 (23,509 (54,769
NET EARNINGS ATTRIBUTABLE TO ENSTAR GROUP LIMITEL $ 208,60« $ 168,01 $ 153,69:

The below table provides a split by operating segréthe net earnings attributable to Enstar Groinpited:

Years Ended December 31
2013 2012 2011
(in thousands of U.S. dollars

Segment split of net earnings attributable to EnSt@up Limited:

Nor-life run-off $199,87. $163,86¢ $136,35:
Active underwriting 3,69: — —
Life and annuitie: 5,03¢ 4,14¢ 17,34:
Net earnings attributable to Enstar Group Lim $208,60¢ $168,01° $153,69:

The following discussion and analysis of our finahcondition and results of operations should badrin conjunction with o
consolidated financial statements and the relatdsnincluded elsewhere in this annual report. Sofmthe information contained in tl
discussion and analysis or included elsewhereisnatinual report, including information with resperour plans and strategy for our busin
includes forward-looking
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statements that involve risks, uncertainties arglimptions. Our actual results and the timing ofnévecould differ materially from tho
anticipated by these forward-looking statementa assult of many factors, including those discuasedier ‘Cautionary Statement Regard
Forward-Looking Statements”, “Item 1A. Risk Factbend elsewhere in this annual report.

Comparison of Years Ended December 31, 2013 and2201

We reported consolidated net earnings, before aetirggs attributable to noncontrolling interest,approximately $223.8 million a
$191.5 million for the years ended December 31328d 2012, respectively. Our comparative resuéigevimpacted by our 2013 acquisitic
among other factors. During the year ended Dece®ibe2013, we completed the acquisitions of SedBiign February 7, 2013), Pavonia
March 31, 2013), Arden (on September 9, 2013) atriid (on November 25, 2013). The increase in clidated net earnings for the y
ended December 31, 2013 was attributable primagithe following:

Net premiums earned -Sombined net premiums earned for our three opgratagments were $239.8 million and $3.5 million tfoa
years ended December 31, 2013 and 2012, respgctiMe¢ significant increase in 2013 was due toabeuisitions of SeaBright, Pavor
Arden and Atrium.

Net investment income Net investment income was $93.3 million and $77iian for the years ended December 31, 2013 ant®;
respectively. The increase during 2013 was primaitiributable to the net investment income eaned larger base of cash and fixed mat
investments as a result of the SeaBright, Pavéai@den and Atrium acquisitions, although this wagiply offset by lower reinvestment yiel
on new purchases of fixed maturity investments.

Net realized and unrealized gains on investmentdetrealized and unrealized gains were $70.7 miliad $73.6 million for the ye:
ended December 31, 2013 and 2012, respectively.d€becase in net realized and unrealized gainseegtv2013 and 2012 was prima
attributable to net realized and unrealized lo$se2013 of $18.9 million on our fixed income seties, due primarily to increases in L
interest rates when applied to a larger base efifimaturity investments following the acquisitimisSeaBright, Pavonia, Arden and Atrium
compared to net realized and unrealized gains 8f73&illion in 2012), although this was largely s#f by significant increases in our
realized and unrealized gains on our equities ahdrdnvestments. Approximately $886.7 million avéstments within Pavonia have b
classified as held-to-maturity, and therefore dbaumtribute to reported net realized or unrealigaihs / (losses).

Net reduction in ultimate losses and loss adjustnespense liabilities these are comprised of the results of our nonrlifeoff anc
active underwriting segments.
The non-life run-off segment results related todbmbination of:

() net reduction in prior period ultimate losses amskladjustment expense liabilities of $257.1 millamd $238.0 million for tt
years ended December 31, 2013 and 2012, respgcliost

(i) losses of $74.1 million incurred on SeaBr’s current premiums earne
These movements related entirely to our non-lifeoff segment, as discussed in our non-life runseffment discussion below.

Active underwriting segment results related to ésscurred for Arden and Atrium of $19.4 milliondaare described in the act
underwriting discussion below.

Life and annuity policy benefits— Life and annuity policy benefits were $78.4 milliand $(0.3) million for the years enc
December 31, 2013 and 2012, respectively. The fgigni increase in 2013 was due to the acquisitibfPavonia. The movements rel
entirely to our life and annuities segment anddascribed in greater detail in the segment disondselow.
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Acquisition costs— Acquisition costs were $23.2 million and $nil féretyears ended December 31, 2013 and 2012, resggctThe
balance for 2013 was due to the acquisitions oB8ght ($14.4 million) and Pavonia ($8.8 million).

Salaries and benefits- Salaries and benefits were $124.6 million and $#.@flllion for the years ended December 31, 2013 201tR
respectively. The increase of $24.1 million wasrauily due to: (i) the salaries and benefits castsociated with the SeaBright, Pavonia
Atrium acquisitions (we did not acquire any emplkeyén the Arden acquisition) and (ii) an increat&25 million in our 2013 bonus accr
of $32.1 million (2012: $29.6 million) relating facreased net earnings for the year ended Decehe2013 and a bonus accrual rat
13.3% of pre-bonus net after-tax profits underamumual incentive compensation program (2012: 15%).

General and administrative expensesGeneral and administrative expenses were $86.6midnd $56.6 million for the years en
December 31, 2013 and 2012, respectively. The asereof $30.0 million was principally due to the geh and administrative expen
incurred in 2013 associated with the SeaBrightoR& Arden and Atrium acquisitions along with agament and agency fees associated
our amended and restated revolving credit facility.

Income tax expense 4acome tax expense was $35.6 million and $44.3anilfor the years ended December 31, 2013 and
respectively. Income tax expense is generated giwvaur foreign operations outside of Bermuda, ppialty in the United States, U.K a
Australia. Our income tax expense may fluctuataifigantly from period to period depending on theographic distribution of priaxx earning
or loss in any given period between different jdidtions with different tax rates.

Noncontrolling interest— Noncontrolling interest in earnings decreased by $d@llion to $15.2 million as a result of lowerreags ir
those companies in which there are either nonctinganterests or redeemable noncontrolling instse

Overall, net earnings attributable to Enstar Grbaimited increased by $40.6 million, or 24.2%, fréh68.0 million for the year end
December 31, 2012 to $208.6 million for the yeatezhDecember 31, 2013.

Comparison of Years Ended December 31, 2012 andl201

We reported consolidated net earnings, before aetiregs attributable to noncontrolling interest,approximately $191.5 million a
$208.5 million for the years ended December 31.22814d 2011, respectively. The decrease in earrohgpproximately $17.0 million w.
attributable primarily to the following:

0] an increase in net realized and unrealizedgyafr$64.4 million due primarily to: (a) mark-toarket changes in the market v
of our equity securities; (b) increases in realizggns on our fixed maturities; and (c) increasetums from our oth
investments

(i) a decrease in general and administrative experfsgs502 million due principally to decreased lefe¢s and settlement cc

related to certain litigation settled in 2011; ¢

(iii) an increase in net investment income of $9.1 mmilpoimarily as a result of higher average cashfamdl maturities balances 1
2012 as a result of the Clarendon National Insiga@@®@mpany acquisition, which was partially offsgtebdecrease in yields c
to declining yields in the global fixed maturitiegmrkets; partially offset b

(iv) a lower net reduction in ultimate losses and lafgsgament expense liabilities of $55.5 millic
(v) an increase in income taxes of $19.0 million dumtoeased tax liabilities recorded on the resofitsur taxable subsidiarie

(vi) a gain on bargain purchase of $13.1 million in 20&fich arose in relation to our acquisition of bag Life Limited (a
compared to no gain on bargain purchase in 2(
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(vii) an increase in salaries and benefits costs of $hdlién due primarily to an increase in salary tsofor our U.S. operations alc
with an increase in our discretionary bonus plaa essult of an increase in net earnings for thae;yend

(vii)  adecrease in fees and commission income of $9li@miue to lower revenue from incent-based fee arrangemer

Noncontrolling interest in earnings decreased by $3nillion to $23.5 million primarily as a reswf lower earnings in those compar
in which there are noncontrolling interests. Netng&s attributable to Enstar Group Limited incexhdy $14.3 million, or 9.3%, fra
$153.7 million for the year ended December 31, 2014168.0 million for the year ended December2giL2.

Segment Reporting

Due to our acquisitions of Pavonia, Arden and Atriwe reevaluated our segment reporting. We now aneasur results of operations
three segments: (i) non-life run-off; (ii) life amenuities, and (iii) active underwriting.

Non-life Run-off Segment

Our non-life runeff segment comprises the operations and finarreislilts of our subsidiaries that are running offirthproperty an
casualty and other non-life lines of businessldb ancludes our smaller management business, iobhwlie manage the ruwi portfolios o
third parties through our service companies.

Life and Annuities Segment

Our life and annuities segment comprises the ojpasand financial results of our subsidiaries trat operating our closddeck of life
and annuity business, which primarily consistshef tompanies we acquired in the Pavonia acquis@iioMarch 31, 2013. This busines
described in more detail below. Certain new critazaounting policies relating to this segmentdescribed in “Critical Accounting Policies.”

Annuities

The current operations of one of the Pavonia coimegarlate solely to the assumption of a closedktif structured settlement, lotte
and other immediate annuities (also known as thiegie payment annuity, or PPA, business). The camypno longer writes new busine
Reserves relating to the PPA business constityieoajnately 80% of the aggregate reserves acquirése Pavonia acquisition. The contri
within the portfolio are largely structured settkemts, although the portfolio also includes a sma#lenount of lottery annuities a
supplementary contracts.

The PPA business was issued from 1982 to 19959wjth the majority of the reserves pertain to theopefrom 1985 to 1989. Ti
contracts within the portfolio operate pursuanateariety of different payment features, such fasdontingency payments, certain payment
a combination thereof), orteane lump payments, or payments patterns suchwa, leompound increase or fixed amount increasengays
Regardless of payment structure, however, the gmtfyenerally has known and predictable cash flowkich makes the asset liabi
matching process and the mitigation of interes rask a vital component to our management of ibigfolio. We have a long duration held-to-
maturity investment portfolio designed to managedash flow obligations of the PPA business.

Life Business

The other operations of the acquired Pavonia compaslate to nomnnuity portfolios, which include credit life anddbility insurance
term life insurance, and corporate owned life iasge and assumed reinsurance of term and ordin@yahd accidental death
dismemberment products. This business is signifigashorter in duration than that of the PPA bustand, given the premium inca
associated with these portfolios, the reservesetbapon net present value of future cash flows)irrhighly sensitive to lapse rates as we
mortality rates.
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Active Underwriting Segment

For the year ended December 31, 2013, our actidemmiting segment comprised the operations ananfiral results of our recen
acquired subsidiaries Atrium and Arden. Followimg tclosing of the Torus Amalgamation, this segmeilitalso include Torus Insuran
Holdings Limited and its subsidiaries. We own farthe case of Torus, will own) a 60% interest im active underwriting companies, with
Trident V funds (managed by Stone Point Capital ) b@ning the remaining 40% interest.

Atrium is an underwriting business at Llogdof London, which manages Syndicate 609 and pesviapproximately 25% of t
syndicate’s underwriting capacity and capital (witle balance provided by traditional LlogdNames). Atrium specializes in accident
health, aviation, marine, property, norarine property, professional liability, propertydacasualty binding authorities, reinsurance, easi
energy, war and terrorism insurance, cargo anddihe

Arden is a Bermudaased reinsurance company that provides reinsuramo&trium (through an approximately 65% quota s
reinsurance arrangement with Atrium 5 Ltd, an Atrisubsidiary) and is currently in the process afning off certain other discontinu
businesses. Results related to Arderginsurance to Atrium are included within ourigetunderwriting segment, while results relate
Arden’s discontinued business are included withinrmon-life run-off segment.

Results of Operations by Segment — For the Years Eed December 31, 2013, 2012 and 2011
Non-life Run-off Segment
The following is a discussion and analysis of asults of operations for our non-life raff-segment for the years ended Decembe
2013, 2012 and 2011, which are summarized below:

Years Ended December 31
2013 2012 2011
(in thousands of U.S. dollars

INCOME
Net premiums earne $112,61: $ — $ —
Fees and commission incot 12,78t 9,28: 17,85¢
Net investment incom 64,04¢ 76,81 66,55¢
Net realized and unrealized ga 79,36¢ 71,73( 8,55:
268,81. 157,82t 92,96¢
EXPENSES
Net reduction in ultimate losses and loss adjustragpense liabilities
Losses incurred on current period premiums ea 74,13¢ — —
Reduction in estimates of net ultimate los (215,48() (218,119 (248,23()
Increase (reduction) in provisions for bad ¢ 1,99¢ (3,11)) (42,827)
Reduction in provisions for unallocated loss adjesit expense liabilitie (49,580 (39,299 (45,109
Amortization of fair value adjustmen 5,94 22,57. 42,69:
(182,979 (237,95) (293,46))
Acquisition costt 14,37¢ — —
Salaries and benefi 117,14: 99,34 89,44(
General and administrative expen 67,97¢ 55,73: 70,84
Interest expens 12,057 8,42¢ 8,52¢
Net foreign exchange (gains) los: (5,909 644 1,19(
22,67: (73,810 (123,46)
EARNINGS BEFORE INCOME TAXES 246,14( 231,63t 216,42¢
INCOME TAXES (34,19) (44,266 (25,31)
NET EARNINGS 211,94¢ 187,37! 191,11
Less: Net earnings attributable to noncontrollinigtiest (12,079 (23,509 (54,769
NET EARNINGS ATTRIBUTABLE TO ENSTAR GROUP LIMITEL $ 199,87: $ 163,86 $ 136,35:
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Summary Comparison of Years Ended December 31,&ed 2012

In our non-life runeff segment, we reported consolidated net earnihgfre net earnings attributable to noncontrollinggrest, ¢
approximately $212.0 million and $187.4 million fthre years ended December 31, 2013 and 2012, teshecThe increase in earnings
approximately $24.6 million was attributable prihato the following:

(i)
(ii)

(i)
(iv)
v)
(vi)

(vii)
(viii)
(ix)
()

an increase of $24.1 million in net underwritinguk comprised of net premiums earned, less lossesred on current peris
premiums and acquisition costs related to SeaBt

an increase of $19.2 million in net reduction itimate losses and loss adjustment expense ligsil{gxcluding losses incur
relating to premiums earned by SeaBright in the p&€&74.1 million);

a decrease in income tax expense of $10.1 mil
an increase in fees and commission income of $8llm
an increase in net realized and unrealized gaigg & million; anc

a net foreign exchange gain of $5.9 million for ylear ended December 31, 2013, which was a $6l@®mihcrease from the r
foreign exchange loss for the same period in 2pa#tjally offset by

an increase in salaries and benefits of $17.8anil

an increase in general and administrative experfses2.2 million;
a decrease in net investment income of $12.8 mijlkmd

an increase in interest expense of $3.6 mill

Noncontrolling interest in earnings decreased hy.4illion to $12.1 million for the year ended @eber 31, 2013 as a result of lo
earnings in those companies in which there are ertnalling interests. Net earnings attributableEtustar Group Limited increased by $:
million, or 22.0%, from $163.9 million for the yeanded December 31, 2012 to $199.9 million foryth& ended December 31, 2013.

Summary Comparison of Years Ended December 31,&©12011

We reported consolidated net earnings, before aetirgs attributable to noncontrolling interest,approximately $187.4 million a
approximately $191.1 million for the years endecc&maber 31, 2012 and 2011, respectively. The deeneasarnings of approximately $
million was attributable primarily to the factorsstribed in the consolidated results discussiopage 82. All of our results of operations
2012 and 2011, other than those related to Lagified imited, or Laguna, were reported within oumAde run-off segment. Amounts relat
to 2012 and 2011 operating results of Laguna haea bbeclassified to conform to the current periggsentation.

Noncontrolling interest in earnings decreased by.3$3nillion to $23.5 million primarily as a resuf lower earnings in those compar
in which there are noncontrolling interests. Netn@ays attributable to Enstar Group Limited incehdy $27.5 million, or 20.2%, frc
$136.4 million for the year ended December 31, 2014163.9 million for the year ended December2giL2.

Net Premiums Earned:

Years Ended December 31
2013 Variance 2012 Variance 2011
(in thousands of U.S. dollars

Gross premiums writte $ 14,16¢ $— $—
Ceded reinsurance premiums writ (4,93 = =
Net premiums writtel 9,23t $ 9,233 — $ — =
Gross premiums earnt 124,26 — —
Ceded reinsurance premiums ear (11,65) — =
Net premiums earne $112,61: $112,611 $— $ — $—
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Premiums Written

Gross premiums written consist of direct premiumstten and premiums assumed by SeaBright from tlioNal Council o
Compensation Insurance (or NCCI) residual markelpdJpon acquisition, SeaBright was placed inte-otf and, as a result, stopped writ
new insurance policies. SeaBright was renewingrgxgpinsurance policies when it was obligated tasddy regulators, but has now rece
approvals from all states relieving it of this gaition.

Gross and net non-life rusff premiums written by SeaBright from the dateaofjuisition to December 31, 2013 totaled $14.2ionilanc
$9.2 million, respectively. Now that SeaBrighxit from the mandatory renewal process has bpproved, we expect that SeaBright wil
longer generate premiums written other than forllsatjustments related to premium audits and rateshent premiums on previously writ
policies.

Premiums Earned

Our gross premiums earned totaled $124.3 milliomfthe date of acquisition to December 31, 2018le@eeinsurance premiums ear
from the date of acquisition to December 31, 20E8en$11.7 million. Accordingly, net non-life rwoff premiums earned totaled $11
million. With SeaBright no longer generating writ@remiums, we expect that the remaining unearmedthipms of $1.2 million as
December 31, 2013 will be realized and fully earbgdhe second quarter of 2014. We separately decbacquisition costs from the datt
acquisition to December 31, 2013 of approximatédl4.8 million associated with the premiums earne&bgBright.

Fees and Commission Income:

Years Ended December 31

2013 Variance 2012 Variance 2011
(in thousands of U.S. dollars
Total $12,78¢ $3,502 $9,28¢ $(8,575)  $17,85¢

Comparison of Years Ended December 31, 2013 an?l 201

Our management companies earned fees and commigsiome of approximately $12.8 million and $9.3lril for the years end
December 31, 2013 and 2012, respectively. The aserén fees and commission income of $3.5 millielated primarily to an increase
management fees earned from thpatty agreements. Fees and commission income a&scarpage of net earnings has declined in r
periods, and we would expect it to remain at ouadocurrent levels in future periods, excludingithpact of any onéime incentive based fe
that we might receive. While we intend to continagrovide management and consultancy servicesslmspection services and reinsure
collection services to thirgarty clients in limited circumstances, our coreu® continues to be acquiring and managing inseram
reinsurance companies and portfolios of businesgriroff.

Comparison of Years Ended December 31, 2012 andl 201

Our management companies earned fees and commigsimme of approximately $9.3 million and $17.9lrail for the years end
December 31, 2012 and 2011, respectively. The dser fees and commission income of $8.6 millielated primarily to the decrease
management fees earned from third-party agreements.

Net Investment Income and Net Realized and Unsesh{Eains:

Years Ended December 31

Net Investment Income Net Realized and Unrealized Gain
2013 Variance 2012 Variance 2011 2013 Variance 2012 Variance 2011
(in thousands of U.S. dollars
Total $64,04¢ $(12,765) $76,81:! $10,257 $66,55¢ $79,36¢ $7,638 $71,73( $63,177 $8,55:
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Comparison of Years Ended December 31, 2013 andl 201

Net investment income for the year ended DecembeP@13 decreased by $12.8 million to $64.0 milliaa compared to $76.8 milli
for the year ended December 31, 2012. The decreaserimarily a result of lower yields obtainedaur cash and fixed income portfolios
securities with higher yields matured and werewested at lower yields. This decrease is partiaffyet by net investment income attributz
to higher cash and investment balances due toghBr&jht acquisition, which closed on February@.2

Net realized and unrealized gains for the year éilecember 31, 2013 and 2012 were $79.4 million®&#id7 million, respectively. TI
increase of $7.7 million was primarily attributalbtethe combination of the following items:

(i) Anincrease of $38.4 million in net unrealized aadlized gains due to greater amounts investednid,improved performance
our private equity and other investment holdingsl

(i) Anincrease of $16.7 million in net unrealized aadlized gains due to greater amounts investednid,improved performance
our equity portfolios; partially offset k

(i) Net unrealized and realized losses related to finedme securities of $18.9 million (including $8dlion related to SeaBright) f
the year ended December 31 2013, compared to netlized and realized gains of $28.7 million foe #ame period in 2012, ¢
largely to increases in U.S interest rates duriregyea-ended December 31, 2013, as compared to the saind pe2012.

Comparison of Years Ended December 31, 2012 andl 201

Net investment income for the year ended Decembge2@12 increased by $10.2 million to $76.8 milli@s compared to $66.6 milli
for the year ended December 31, 2011. The increaseprimarily a result of higher than average cast fixed maturities for 2012 as a re
of the 2011 acquisition of Clarendon National Imgwae Company, or Clarendon. In 2012, we had ay&dl of net investment income fr
Clarendon as opposed to net investment income gproaimately six months in 2011 from the date ofudsition. Lower absolute yiel
obtained on cash and fixed maturities due to diegJigields in global fixed maturities markets offgart of this increase.

Net realized and unrealized gains for the year émdlecember 31, 2012 and 2011 were $71.7 million%t@ million, respectively. Ti
increase of $63.1 million was primarily attributaltb a combination of the following:

(i) anincrease of $11.7 million in net realizedngaon our fixed maturities and shoetrm investments mostly due to increased tre
in those asset classt

(i) an increase of $20.2 million in unrealized gainst@ding securities as a result of increases invédae of our investments
equities and fixed maturities in line with incresse the global markets; ai

(i) an increase of $30.2 million in returns from othrerestments due to increases in global equity awdifincome markets, combir
with greater amounts invested in those asset dags2012.
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Annualized Returns

The below table presents the annualized investnetmtns (inclusive of net investment income andreatized and unrealized gains)
we have earned on our average cash and investfoetit® years ended December 31, 2013, 2012 antt 201

Annualized Return Average Cash and Investment Balance
2013 2012 2011 2013 2012 2011
(in thousands of U.S. dollars’
Cash and fixed maturitie 0.8% 1.8(% 1.8¢% $4,122,02: $5,043,53: $3,773,05
Other investments and equiti 16.8¢% 11.8% 1.7(% 615,52! 413,31« 297,37
Combined overal 3.0% 2.68% 1.5(% 4,737,54 5,551,39! 5,022,60:

The average credit ratings of our fixed maturityestments as at December 31, 2013, 2012 and 20i& e, AA- and AA,
respectively.

Net Reduction in Ultimate Losses and Loss Adjudtfegpense Liabilities:

The following table shows the components of the emoent in the net reduction in ultimate losses asd hdjustment expense liabili
for the years ended December 31, 2013, 2012 antt 201

Years Ended December 31

2013 2012 2011
Prior Periods Current Period Total Prior Periods Prior Periods
(in thousands of U.S. dollars
Net losses pai $ 360,21 $  10,65¢ $ 370,87( $ 314,52¢ $ 288,17!
Net change in case and LAE reser (310,489 29,55¢ (280,93)) (265,22 (311,619
Net change in IBNR reserv: (265,206 33,92¢ (231,279 (267,429 (224,79)
(Reduction) increase in estimates of net ultimagsé: (215,48() 74,13¢ (141,34) (218,11¢) (248,23()
(Increase) reduction in provisions for bad ¢ 1,99¢ — 1,99¢ (3,11 (42,827)
Reduction in provisions for unallocated loss adjesit
expense liabilitie: (49,580) — (49,58() (39,299 (45,107
Amortization of fair value adjustmen 5,94 — 5,94 22,57: 42,69
Net (reduction) increase in ultimate losses ansd
adjustment expense liabilitis $ (257,119 $  74,13¢ $(182,97Y $(237,95) $(293,46))

Net change in case and LAE reserves comprises thement during the year in specific case resefaliiies as a result of clair
settlements or changes advised to us by our paldghs and attorneys, less changes in case resec@serable advised by us to our reinst
as a result of the settlement or movement of asdwite@ms. Net change in IBNR reserves represeglitange in our actuarial estimate
losses incurred but not reported, less amountsegable.

Comparison of Years Ended December 31, 2013 an?l 201

The net reduction in ultimate losses and loss auljeist expense liabilities for the year ended Deaandi, 2013 of $183.0 millic
included current period incurred losses of $74.1lioni related to SeaBright. Excluding SeaBrighturrent period incurred losses of $
million, ultimate losses and loss adjustment expsnelating to prior periods were reduced by $25illion, which was attributable to
reduction in estimates of net ultimate losses df5$2 million and a reduction in provisions for unahted loss adjustment expense liabilitie
$49.6 million, relating to 2013 run-off activityagially offset by an increase in provisions fodtebt of
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$2.0 million and amortization of fair value adjusints over the estimated payout period relatingoimpanies acquired amounting to §
million.

The reduction in estimates of net ultimate losstating to prior periods of $215.5 million compdsesductions in IBNR reserves
$265.2 million partially offset by net incurred fodevelopment of $49.7 million. The decrease irathigregate estimate of net IBNR reservt
$265.2 million (compared to $267.4 million duringetyear ended December 31, 2012), was comprisé®®B million relating to asbes
liabilities (compared to $36.4 million in 2012), .94million relating to environmental liabilities dmpared to $2.6 million in 2012), $4.
million relating to general casualty liabilitiesofopared to $96.3 million in 2012), $42.1 millionatng to workers compensation liabilit
(compared to $52.7 million in 2012) and $105.8 imvillrelating to all other remaining liabilities (opared to $79.4 million in 2012).

The aggregate reduction in net IBNR reserves ofs$6nillion relating to prior periods was a resaftthe application, on a ba
consistent with the assumptions applied in thergr@viod, of our actuarial methodologies to revikélorical loss development data, follow
108 commutations and policy bipacks, to estimate loss reserves required to dalglities for unpaid losses and loss adjustmeqgease
relating to noneommuted exposures. The prior period estimate ofeate net IBNR reserves was reduced as a rdsihié @ombined impa
on all classes of business of loss developmentigctiuring 2013, including commutations and thedi@ble trend of loss development rel:
to noneommuted policies compared to prior forecasts. figtancurred loss development resulting from seitiet of net advised case and L
reserves of $310.5 million for net paid losses 862 million related to the settlement of nmymmuted losses in the year and
commutations and policy buyacks of assumed and ceded exposures (includingothenutation of one of our top ten assumed expssame¢
one of our top ten ceded recoverables as at Jadu@@13). Net advised case and LAE reserves dditlavay of commutation and policy buy-
backs during the year ended December 31, 2013 aewua $29.8 million (comprising $97.3 million ofsumed case reserves and |
reserves partially offset by $67.5 million of cededurred reinsurance recoverable case reserves).

The increase in aggregate provisions for bad de®2d million was a result of additional provis@being allowed in the quarter
contractual disputes with reinsurers, offset byhcesllections and commutations on certain reinsteareceivables against which bad
provisions had been provided in earlier periods.

Comparison of Years Ended December 31, 2012 andl 201

The net reduction in ultimate losses and loss adjeist expense liabilities for the year ended DeaaBfh, 2012 of $238.0 million w
attributable to a reduction in estimates of neindte losses of $218.1 million, a reduction in @ggte provisions for bad debt of $3.1 mil
and a reduction in estimates of unallocated logssedent expense liabilities of $39.3 million, télg to 2012 rureff activity, partially offse
by the amortization, over the estimated payoutogkrf fair value adjustments relating to compamieguired amounting to $22.6 million.

The reduction in estimates of net ultimate losse$218.1 million comprised net incurred loss depetent of $49.3 million ar
reductions in net IBNR reserves of $267.4 milli@uring the three months ended December 31, 2012 pbour insurance entities, followi
an exposurdased review of all advised claims, allocated $32illon of net IBNR reserves to specific net casel LAE reserves. Excludi
this allocation, net incurred loss developmenttfa year ended December 31, 2012 was a favorablerilion and reductions in net IBM
reserves amounted to $215.0 million. The decreasieel aggregate estimate of net IBNR reserves b5 $2million, excluding the allocation
$52.4 million from net IBNR reserves to specifid nase and LAE reserves (compared to $224.8 mitliaring the year ended December
2011), was comprised of $36.4 million relating shestos liabilities (compared to $57.9 million Bil2), $2.6 million relating to environmer
liabilities (compared to $2.8 million in 2011), $36nillion relating to general casualty liabilitiésompared to $91.6 million in 2011) and $:
million relating to all other remaining liabilitiggompared to $72.5 million in 2011).
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The aggregate reduction in net IBNR reserves ob$2fhnillion was a result of the application, onasig consistent with the assumpti
applied in the prior period, of our actuarial metblmgies to revised historical loss developmenagitiiowing 101 commutations, to estim
loss reserves required to cover liabilities for aidplosses and loss adjustment expenses relatingnroommuted exposures. The prior pe
estimate of aggregate net IBNR reserves was redasedresult of the combined impact on all clas$édmisiness of loss development acti
during 2012, including commutations and the favizatend of loss development related to mommuted policies compared to prior forec:
The net incurred favorable loss development, exwetuthe allocation of $52.4 million from net IBNRgserves to specific net case and |
reserves, of $3.1 million, resulting from settlerehnet advised case and LAE reserves of $317lmfor net paid losses of $314.5 millic
related to the settlement of nopmmuted losses in the year and 101 commutatioss@iimed and ceded exposures. Net incurred liat
settled by way of commutation during the year enBedember 31, 2012 amounted to $26.6 million (casnmy $163.1 million of assum
incurred liabilities partially offset by $136.5 fidin of ceded incurred reinsurance recoverables)pared to the net aggregate reductic
advised case reserves during the same period @ft&3dillion (excluding the allocation of $52.4 nolh from net IBNR reserves to specific
case and LAE reserves).

Of the 101 commutations completed, three relatemutotop ten insured and/or reinsured exposureboae related to our top ten ce
reinsurance assets, all four of which commutativase completed in the three months ended June@®. Zhe remaining 97 commutatic
of which approximately 33% were completed during three months ended December 31, 2012, were ofales size, consistent with ¢
approach of targeting significant numbers of cedant reinsurer relationships, as well as targesiggificant individual cedant and reinst
relationships. The combination of the claims setdat activity in 2012, including commutations, ahe actuarial estimation of net IBI
reserves required for the remaining remmmuted exposures (which took into account therfe trend of loss development in 2012 rel
to such exposures compared to prior forecastsyltessin our management concluding that the losgeldpment activity that occurr
subsequent to the prior reporting period provideffigent new information to warrant a reduction et IBNR reserves of $215.0 milli
(excluding the allocation of $52.4 million from HBINR reserves to specific net case and LAE resgrive2012.

The reduction in aggregate provisions for bad dél$3.1 million was a result of the collection @frtain reinsurance recoverables agi
which bad debt provisions had been provided inergpkriods.
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Beqginning and Ending Reserves

The table below provides a reconciliation of thgibreing and ending reserves for losses and logsadent expenses for the years el

December 31, 2013, 2012, and 2011. Losses incandgaid are reflected net of reinsurance recolesab

(1)

Years Ended December 31

2013 2012 2011
(in thousands of U.S. dollars
Balance as at Januan® $3,650,12 $4,272,08: $3,291,27!
Less: total reinsurance reserves recover 876,22( 1,383,00: 525,441
2,773,90 2,889,07! 2,765,83!
Net reduction in ultimate losses and loss adjustragpense liabilities relate
to:
Current perioc 74,13¢ — —
Prior periods (257,119 (237,95 (293,46
Total net reduction in ultimate losses and lossistdjent expense
liabilities (182,979 (237,95) (293,46))
Net losses paid related 1
Current perioc (20,65€) — —
Prior periods (360,219 (314,529 (288,17
Total net losses pa (370,87() (314,52% (288,17
Effect of exchange rate movemt 4,93¢ 14,83 (7,987
Acquired on purchase of subsidiar 557,47t — 600,04t
Assumed busines 100,50¢ 422,47t 112,82:
Net balance as at December 2,882,98! 2,773,90 2,889,07!
Plus: total reinsurance reserves recover 1,121,53, 876,22( 1,383,00:
Balance as at December $4,004,51. $3,650,12 $4,272,08;

We have reclassified outstanding losses and Igsstatent expense liabilities of $11.0 million arD$ million to policy benefits for il
and annuity contracts as at January 1, 2013 and, 2@%pectively, to conform to the current periadsgntation. These amounts
associated with Laguna, which now forms part ofldarand annuities segment that was establishkalfing the acquisition of Pavoni

Salaries and Benefits:
Year Ended December 31

2013 Variance 2012 Variance 2011
(in thousands of U.S. dollars’
Total $117,14: $(17,799) $99,34. $(9,902) $89,44(

Comparison of Years Ended December 31, 2013 an?l 201
Salaries and benefits, which include expensesmgléd our discretionary bonus and employee shiamespwere $117.1 million and $9

million for the years ended December 31, 2013 drP2respectively.

The principal changes in salaries and benefits were

(i) increased staff costs due to an increase in owmageeheadcount from 392 in 2012 to 559 in 2013narily attributable to sta
acquired on completion of the SeaBright acquisjtand

(i) an increase in our bonus provision of $1.8 milliB®penses relating to our annual incentive compemsarogram will be variab
and are dependent on our overall profitabil
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Comparison of Years Ended December 31, 2012 antl 201

Salaries and benefits, which include expensesimgléd our discretionary bonus and employee shimespwere $99.3 million and $8!

million for the years ended December 31, 2012 dyd 2respectively.

The principal changes in salaries and benefits were

(i) anincrease in the discretionary bonus provisio28 million due to the increase in net earnirastlie year ended December
2012 as compared to 20!

(i) alower expense for 2011 attributable to the reldsck to earnings of approximately $4.0 milliotated to the unallocated porti
of the 2010 ye«end bonus accrual provision; a

(i) increased staff costs due to an increase in ouageeheadcount from 378 in 2011 to 392 in 2012ipbathble to staff acquired

completion of the Clarendon acquisition in July 20partially offset by reductions in headcount stthour U.K. and Australic
subsidiaries

General and Administrative Expenses:

Total

Years Ended December 31
2013 Variance 2012 Variance 2011
(in thousands of U.S. dollars

$67,97¢ $(12,248) $55,73: $15,110 $70,84:

Comparison of Years Ended December 31, 2013 an?l 201

General and administrative expenses increased By $illion from $55.7 million to $68.0 million durg the year ended December
2013, as compared to the year ended December 32, Z@e increase in expenses in 2013 related pitymar

() an increase in bank charges of $4.2 million duartangement fees for our revolving credit facilitith National Australia Ban
Barclays Bank and Royal Bank of Canada;
(i) additional general and administrative expenses 1df.8 million incurred in relation to the acquisiti@f SeaBright, which w

completed in 201

Comparison of Years Ended December 31, 2012 anfl 201

General and administrative expenses decreased®¥ #illion from $70.8 million to $55.7 million ding the year ended December
2012, as compared to the year ended December 31, 28e decrease in expenses in 2012 related piyriar

(i) a decrease in legal and professional fees of $hill@n due largely to higher 2011 legal fees aettlsment costs associated v
certain litigation that did not recur in 2012, ajowith reductions in audit, actuarial and consglthees of approximately $<
million; and

(i) areduction in bank costs of $5.6 million as a ltesiufewer costs associated with credit faciliges and letters of cred

Interest Expense:

Years Ended December 31

2013 Variance 2012 Variance 2011
(in thousands of U.S. dollars’
Total $12,057 $(3,631) $8,42¢ $ 103 $8,52¢
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Comparison of Years Ended December 31, 2013 andl 201

Interest expense of $12.1 million and $8.4 milliwas recorded for the years ended December 31, a6d32012, respectively. T
increase in interest expense was a result of areased total amount of loans outstanding duringytber ended December 31, 201!
compared to the same period in 2012, largely duba&eaBright acquisition.

Comparison of Years Ended December 31, 2012 andl 201

Interest expense of $8.4 million and $8.5 milliomswecorded for the years ended December 31, 20d22@11, respectively. T
decrease in interest expense was attributable phinta the lower interest rates on the loan fdi@8 outstanding during the year en
December 31, 2012 as compared to the same perkiilih

Income Tax Expense:

Years Ended December 31

2013 Variance 2012 Variance 2011
(in thousands of U.S. dollars
Total $34,19: $10,075 $44,26¢ $(18,955) $25,31:

Comparison of Years Ended December 31, 2013 andl 201
We recorded income tax expense of $34.2 million®4 3 million for the years ended December 313281d 2012, respectively.

Income tax expense is primarily generated throughfareign operations outside of Bermuda, prindipad the United States, Europe ¢
Australia. The effective tax rate, which is caltathas income tax expense or benefit divided bgrire before tax, is primarily driven by -
geographic distribution of prex net income between jurisdictions with compaedyi higher tax rates and those with comparativelyer
income tax rates and as a result may fluctuatefiigntly from period to period.

The decrease in income taxes of $10.1 million waes principally to decreased pi@« net income recorded in our U.S. and U.K. b
subsidiaries as compared to the prior year.

The effective tax rate was 13.9% for the year erldedember 31, 2013 compared with 18.8% for the geded December 31, 2012
2013, we had proportionately lower net income intax paying subsidiaries than in the previous year

Comparison of Years Ended December 31, 2012 andi 201
We recorded income tax expense of $44.3 million$2fi3 million for the years ended December 312281d 2011, respectively.

The effective tax rate was 18.8% for the year erddecember 31, 2012 compared with 10.8% in the gaded December 31, 2011. ¢

tax expense increased by $19.0 million for the wemted December 31, 2012 due principally to in@eéaaxable earnings from our U.Kase:
subsidiaries.

Noncontrolling Interest:

Years Ended December 31

2013 Variance 2012 Variance 2011
(in thousands of U.S. dollars’
Total $12,07¢ $11,426 $23,50: $31,263 $54,76¢
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Comparison of Years Ended December 31, 2013 andl 201

We recorded a noncontrolling interest in earning$X2.1 million and $23.5 million for the years eddDecember 31, 2013 and 2(
respectively.

The decrease for the year ended December 31, 284 38lue primarily to the decrease in earnings fasélcompanies where there exis
noncontrolling interest. The number of subsidiaifethis segment with a noncontrolling interestréased from 7 as at December 31, 2012
as at December 31, 2013.

Comparison of Years Ended December 31, 2012 andl 201

We recorded a noncontrolling interest in earning$28.5 million and $54.8 million for the years exdDecember 31, 2012 and 2(
respectively. The decrease for the year ended Daee8i, 2012 was due primarily to the decreaseiniegs for those companies where t
exists a noncontrolling interest. In addition, @mdary 1, 2012, Lloyd’ Syndicate 2008 (or S2008) transferred the assetdiabilities relatin
to its 2009 and prior underwriting years of accoutd its 2010 underwriting year of account by meafan RITC transaction. Following
transfer, the existing noncontrolling interest hieydother investors ceased, resulting in us nowighog 100% of the underwriting capacity
S2008. The number of subsidiaries with a noncalimigpinterest decreased from 8 as at December@lll B 7 as at December 31, 2012.

Life and Annuities Segment

On March 31, 2013, we acquired Pavonia and, asaltyeeevaluated our segment reporting. As parthat reevaluation, we ha
included the results of Laguna within the life aamhuities segment for each of the years ended Demedi, 2013, 2012 and 2011. With
acquisition of Pavonia in 2013, our results for fifie and annuities segment are substantially diffié from 2012 and 2011, when we ¢
owned Laguna.

The following is a discussion and analysis of asults of operations for our life and annuitiesnsegt for the years ended Decembe
2013, 2012 and 2011, which are summarized below:

Years Ended December 31
2013 2012 2011
(in thousands of U.S. dollars

INCOME
Net premiums earne $ 94,98¢ $3,511 $ 3,548
Net investment incom 30,18: 947 2,12(
Net realized and unrealized (losses) g (9,259 1,882 661
Gain on bargain purcha — — 13,10t
115,90 6,34( 19,42¢
EXPENSES
Life and annuity policy benefit 78,35¢ (300 1,55
Acquisition costs 8,82( — —
Salaries and benefi 4,79¢ 1,131 40¢€
General and administrative expen 16,03¢ 1,57¢ 96¢
Interest expens 1,45¢ — —
Net foreign exchange losses (gai 15¢ (23¢) (817)
109,62¢ 2,16 2,11«
EARNINGS BEFORE INCOME TAXE: 6,281 4,17: 17,31«
INCOME TAXES (1,247) (29) 27
NET EARNINGS ATTRIBUTABLE TO ENSTAR GROUP LIMITEL $ 5,03¢ $4,14¢ $17,34:
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Net Premiums Earned:

Years Ended December 31

2013 Variance 2012 Variance 2011
(in thousands of U.S. dollars
Term life insuranct $25,59( $22,079 $3,511 $ (32) $3,54:
Assumed life reinsuranc 15,58¢ 15,584 — — —
Credit life and disability 53,81( 53,810 — — —
$94,98:¢ $3,511 $3,54:

Net premiums earned were $95.0 million and $3.8ionilfor the years ended December 31, 2013 and ,.2@&pectively. Term lif
premiums consist primarily of monthly premium cotiens coupled with annual premiums earned as atele The term life business cons
of 10, 15, 20 and 30 year direct term business ajthroximately 90% of premiums to be earned overrtbxt 20 years. The assumed
reinsurance premiums will continue to be earned the year 2052; however, approximately 70% aneeeted to be earned within the next
years. Credit life and disability premiums are éixaonthly premiums received on credit products thastly consist of si-prime mortgages
the U.S. and Canada; approximately 90% of thesmipras are expected to be earned before the yed. Zibstantially all net premiul
earned in 2013 relate to the acquisition of theoR&v companies. We separately recorded acquisitimts from the date of acquisition
December 31, 2013 of approximately $8.8 millionoassted with the premiums earned by Pavonia. Tlenpmms are expected to reduce
approximately 15-20% per annum as the blocks oiless continue to run-off and policies lapse.

For our life and annuities business, our strataffgrd from our non-life rureff and active underwriting businesses, in particllecaus
we are unable to shorten the duration of the liéslin these businesses through either commuisatio policy buy backs. Instead, we will h
the policies associated with the life and annuibiesiness to their natural maturity in order to pyms as they fall due.

Net premiums earned in 2012 and 2011 related tbdlgena term life business.

Net Investment Income and Net Realized and Unezh(izosses) Gains:

Years Ended December 31

Net Investment Income Net Realized and Unrealized (Losses) Gair
2013 Variance 2012 Variance 2011 2013 Variance 2012 Variance 2011
(in thousands of U.S. dollars’
Total $30,18: $29,235 $947 $(1,173) $2,12C $(9,259 $(11,141) $1,88. $1,221  $661

Net investment income for the years ended Dece®bef013 and 2012 was $30.2 million and $0.9 nmillicespectively. The incree
was primarily due to the inclusion of the cash fireld income securities associated with the actjaisof the Pavonia companies on March
2013.

Net realized and unrealized (losses) gains for yhars ended December 31, 2013 and 2012 were @dl®n and $1.9 million
respectively. The increases in net realized anealized losses of $11.1 million was primarily dweunrealized losses on fixed incc
investments acquired with the n®RA Pavonia companies, largely due to increasékSn interest rates during the year ended DecefSth
2013.

The current operations of one of the Pavonia comegarelates solely to periodic payment annuitieg Neve a long duration held-to-
maturity investment portfolio to manage the castwfbbligations of these annuities. This heldstaturity portfolio is carried at amortized ¢
and as such we would not anticipate any unrealgsgds or losses on the portfolio. The heldstaturity portfolio, at acquisition, compris
approximately 71% of the Pavonia investments.
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Annualized Returns

The table below presents the annualized investmeguins (inclusive of net investment income andreatized and unrealized (loss
gains) that we have earned on our average casimeegtments for the years ended December 31, 2012 and 2011:

Average Cash anc

Annualized Return Investment Balances
2013 2012 2011 2013 2012 2011
(in thousands of U.S. dollars
Cash and fixed maturitie 1.9% 5.8(% 6.01% $1,040,45  $48,73t $46,28¢
Other investments and equiti 28% —% —% 10,92 — —
Combined overal 2.0(% 5.8(% 6.01% 1,044,441 $48,73t $46,28¢

The average credit ratings of our fixed maturityestments as at December 31, 2013, 2012 and 2014 e, AA- and AA,
respectively.

Gain on Bargain Purchase:

Years Ended December 31

201¢ Variance 201z Variance 2011
(in thousands of U.S. dollars
Total $— $ —  $— $(13,105  $13,10¢

Gain on bargain purchase of $13.1 million was reedrfor the year ended December 31, 2011. Theayalmargain purchase was eat
in connection with our acquisition of Laguna andresents the excess of the cumulative fair valueebfassets acquired of $34.3 million ¢
the cost of $21.2 million. This excess has, in atance with the provisions of the Business Comnattopic of the FASB Codification, be
recognized as income for the year ended Decemhe&1l. The gain on bargain purchase arose maiby r@sult of our reassessment, (
acquisition, of the total required estimated cdstsnanage the business to expiry. Our assessmatstd was lower than the acquired ¢
recorded by the vendor in the financial statemeftsaguna.

Life and Annuity Policy Benefits:

Years Ended December 31

2013 Variance 2012 Variance 2011
(in thousands of U.S. dollars

Periodic payment annuity benefits pi $ 37,49¢ $(37,496) $ — $ — $ —
Reductions in periodic payment annuity benefit ness (19,26 19,268 — — —
Net change on periodic payment annuity benefitroes 18,22¢ — —
Net life claims benefits pai 64,30" (64,307) — —
Net change in life claims benefit resen (15,447 15,143 (300 1,857 1,55
Amortization of fair value adjustmen 11,26: (11,262) — — —
Net ultimate change in life benefit reser 60,12¢ (300 1,55

$ 78,35¢ $(300) $1,55%

Life and annuity policy benefits were $78.4 milliand ($0.3) million for the years ended December2813 and 2012, respectively. F
benefits paid during the year ended December 313 2re $37.5 million, which was an average of apipnately $4.2 million per mont
offset by a reduction in PPA benefit reserves &.8Imillion. Net ultimate change in life benefisezves of $60.1 million was comprised of
life claims benefits paid of $64.3 million and ariation of fair value adjustments of $11.3 milljgrartially offset by net change in life clai
benefit reserves of $15.4 million.
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Life and annuity policy benefits for 2012 and 20#&lhated to the Laguna term life business.

General and Administrative Expenses:

Years Ended December 31

2013 Variance 2012 Variance 2011
(in thousands of U.S. dollars
Total $16,03¢ $(14,465) $1,57¢ $ (605) $96¢

General and administrative expenses were $16.@miind $1.6 million for the years ended Decemier2®13 and 2012, respective
Included within general and administrative experfeeshe years ended December 31, 2013 were $3libmielated to legal and professio
fees. The remaining $12.3 million included costsoatmted with information technology, rent, banlargfes and other expenses, of w
approximately $4.0 million related to non-recurringnsaction costs associated with the acquisérmhintegration of the Pavonia companies.

Active Underwriting Segment

Our active underwriting segment is comprised of thgerations and financial results of Atrium and #sbsidiaries (acquir
November 25, 2013) and Arden (acquired Septemb2083). Results related to Arc's reinsurance to Atrium are included within ouriva
underwriting segment, while results related to AYdeun-off business are included within our nde-liun-off segment. Following the closi
of the Torus amalgamation, the active underwritsegment will also include substantially all of Terinsurance Holdings Limited and
subsidiaries (some of Torus’ lines of businessraren-off and will accordingly be accounted forthin our non-life run-off segment).

The following is a discussion and analysis of oasults of operations for our active underwritinggreent for the year end
December 31, 2013, which are summarized below. Waak have a active underwriting business forytbars ended December 31, 2012
2011.

Year Ended
December 31, 201
(in thousands of U.S. dollars

INCOME
Net premiums earne $ 32,21
Fees and commission incor 2,70¢
Net investment incom 521
Net realized and unrealized ga 542
35,98:
EXPENSES
Net increase in ultimate losses and loss adjustegense liabilities
Losses incurre 19,35:
Reduction in provisions for unallocated loss adjesit expense liabilitie (49
19,30
Salaries and benefi 2,67¢
General and administrative expen 5,27(
Interest expens 33z
Net foreign exchange loss 1,38
28,96
EARNINGS BEFORE INCOME TAXE: 7,02(
INCOME TAXES (185)
NET EARNINGS 6,83t
Less: Net earnings attributable to noncontrollinigtiest (3,147
NET EARNINGS ATTRIBUTABLE TO ENSTAR GROUP LIMITEL $ 3,69:
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For our active underwriting segment, we reportedsotidated net earnings attributable to Enstar @roimmited, before net earnin
attributable to noncontrolling interest, of apprgitely $6.8 million from the dates of the acquisis of Atrium and Arden to December
2013.

The results arose primarily as a result of:

()  net underwriting result of $12.9 million (net premis earned of $32.2 million less $19.3 millionasdes incurred
(i) fees and commission income of $2.7 million compgsAtrium managing agency fees; ¢

(i) netinvestment income and net realized and uneghtiains of $1.1 million; partially offset |

(iv) salaries and benefits and general and administratipenses of $7.9 millio

Noncontrolling interest in earnings of $3.1 millioelated to Tridens 40% interest in the earnings of Atrium and Ard@sulting in ne
earnings from active underwriting attributable tesEr Group Limited of $3.7 million for the yearde December 31, 2013.

For 2014, we expect the income and expenses asmbeiith the active underwriting segment to inceeager 2013 levels as a result o
having a full year's results for our recently coetpld acquisitions of Atrium and Arden, along withaatial years results relating to Torus or
acquired. Earnings attributable to noncontrollingerest in 2014 will be dependent on the level@mhbined earnings for Atrium, Arden ¢
Torus. We also expect interest expense to incriea2614 from 2013, largely due to increased bornmsiunder our revolving credit facil
related to acquisition activity in this segment.

Liquidity and Capital Resources

Our capital management strategy is to preservécerif capital to enable us to make future acqoisit while maintaining a conservat
investment strategy. As we are a holding companlha&ve no substantial operations of our own, osetasconsist primarily of investment:
subsidiaries. The potential sources of the casWsflto Enstar as a holding company consist of divide advances and loans from
subsidiary companies.

Our future cash flows depend upon the availabdftdividends or other statutorily permissible paynsefrom our subsidiaries. The abi
to pay dividends and make other distributionsnstid by the applicable laws and regulations ofjthisdictions in which our insurance ¢
reinsurance subsidiaries operate, including Bermdida United Kingdom, the United States, Austraiad Europe, which subject th
subsidiaries to significant regulatory restrictiofthese laws and regulations require, among othig$, certain of our insurance
reinsurance subsidiaries to maintain minimum capésources requirements and limit the amount widdnds and other payments that ti
subsidiaries can pay to us, which in turn may liout ability to pay dividends and make other paytseRor more information on these I
and regulations, see “Business — Regulation” bégmon page 24.

As of December 31, 2013 and 2012, all of our insceaand reinsurance subsidiariespital resources levels were in excess o
minimum levels required, with the exception of @feour U.S. insurance companies that was acquitgitstaunder supervision and is no
compliance with its minimum risk-based capital leW&#e do not believe this company’s noampliance will have an impact on our ability
meet our cash obligations. In addition, our sulasids’ ability to pay dividends and make other forms aitidbutions may be further limited
repayment obligations in certain of our outstandoan facility agreements.

We believe that restrictions on liquidity resultifigm restrictions on the payments of dividendsoby subsidiary companies will not h:
a material impact on our ability to meet our cabligations. Retained earnings of our insurance rantsurance subsidiaries are not curre
restricted, as our minimum capital solvency margirescovered by share capital and additional paichpital.

98



Table of Contents

Historically, our sources of funds primarily corisid of cash and investment portfolios acquiredhencompletion of the acquisition of
insurance or reinsurance company in affi--These acquired cash and investment balancesclassified as cash provided by inves
activities. With our recent acquisitions of SeaBtjgPavonia, Arden and Atrium, we now collect prems. For 2014, we expect collec
premiums to increase as a result of owning Pavériden and Atrium for a full year, as well as reésuklated to our acquisition of Torus.
expect the premiums collected from these compdoiesore than offset the decrease in premiums cklat&eaBright, which is now in ruoff.
We expect to incur and pay losses associated hdiet premiums.

We expect to use funds acquired from cash and imesg portfolios, collected premiums, collectionsnf reinsurance debtors, fees
commission income, investment income and proceewtn fales and redemptions of investments, to megtoted claims payments ¢
operational expenses with the remainder used fguisitions and additional investments. We expegttause of cash from operations as
net claim payments, losses incurred on earned pramand operating expenses will generally be iregxof investment income earned
collected premiums. We expect our operating casWws] together with our existing capital base anshcand investments acquired on
acquisition of our insurance and reinsurance sidr#d, to be sufficient to meet cash requiremantsto operate our business. We current
not intend to pay dividends on our ordinary shares.

At December 31, 2013, we had total cash and caslvagnts, restricted cash and cash equivalentsimrestments of $6.56 billio
compared to $4.31 billion at December 31, 2012. ¢xash and cash equivalent portfolio is comprisethiypaf cash, highgrade fixed deposit
commercial paper with maturities of less than thremths and money market funds.

Reinsurance Balances Recoverable

Our acquired insurance and reinsurance subsidjgiés to acquisition, used retrocessional agregme reduce their exposure to
risk of insurance and reinsurance assumed. Ouransa and reinsurance subsidiaries remain liabtbg@xtent that retrocessionaires dc
meet their obligations under these agreements,tlefore, we evaluate and monitor concentratiorcreflit risk among our reinsure
Provisions are made for amounts considered potisntiacollectible.

On an annual basis, Atrium purchases a tailorevamgis reinsurance program designed to manage Syadé®©95 risk profile. Th
majority of Atrium’s total third party reinsurancever is with Lloyd’s Syndicates or other reinssreated A- or better.

As of December 31, 2013 and 2012, we had reinsarbatances recoverable of $1.36 billion and $1ilidy, respectively. The increa
of $240.9 million in reinsurance balances recovieraas primarily a result of our 2013 acquisitiopartially offset by commutations and c
collections made during the year ended Decembe2(R113.

At December 31, 2013 and 2012, the provision farollactible reinsurance recoverable relating toasarance balances recoverable
$338.6 million and $343.9 million, respectively. Estimate the provision for uncollectible reinswamecoverable, the balances are
allocated to applicable reinsurers which involvemagement judgment. As part of this process, cHfdR reserves are allocated by reinst
The ratio of the provision for uncollectible reimance recoverable to total reinsurance balancesveeable (excluding provision 1
uncollectible reinsurance recoverable) as of Deegrlh, 2013 decreased to 19.9% as compared to 28486 December 31, 2012, prima
as a result of reinsurance balances recoveralderopanies acquired during the year requiring mihipnavisions for uncollectible reinsurar
recoverable.
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Cash Flows
The following table summarizes our consolidatechdimsys from operating, investing and financingpdties in the last three years:

Years Ended December 31

Total cash (used in) provided by: 2013 2012 2011
(in thousands of U.S. dollars’

Operating activitie: $ (62,38 $(187,35() $(909,92()
Investing activities (365,789 228,63: 691,92:
Financing activitie: 423,07¢ (233,77 259,76¢
Effect of exchange rate changes on ¢ (5,949 (3,097 9,54¢
Net (decrease) increase in cash and cash equis (12,049 (195,589 51,32(
Cash and cash equivalents, beginning of 654,89( 850,47: 799,15:
Cash and cash equivalents, end of ) $ 643,84 $ 654,89( $ 850,47

See “Item 8. Financial Statements and Supplemematg —Consolidated Statements of Cash Flows for the yemadsd December :
2013, 2012 and 2011” for further information.

Operating

Net cash used in our operating activities for tharyended December 31, 2013 was $62.4 million comadp@ $187.4 million for the ye
ended December 31, 2012. This $125.0 million deearéa cash used in operating activities was duaaly to the following:

(i) anetincrease of $115.7 million in the purchasakes and maturities of trading securities betwa848 and 2012

(i) an increase in reinsurance balances recoveral#238.3 million in 2013 due primarily to increasealances associated with
current year acquisition

(i) a decrease in funds held by reinsured compani&d .8 million in 2013 compared to an increase28745 million in 2012, du
primarily to the RITC transaction completed by S2@©2012;

(iv) an increase in losses and loss adjustment expehs¥6.9 million in 2013 compared to $623.2 miiliom 2012 due to resen
acquired from our current year acquisition activapd

(v) an increase in unearned premiums of $82.0 millilo2013 due to our current year acquisition actietycompanies that wrote
continue to write premium:
Net cash used in our operating activities for taanended December 31, 2012 was $187.4 million eoedpto $909.9 million for the ye
ended December 31, 2011. This $722.6 million degréa cash used in operating activities was duagniy to the following:
(i) anincrease of $1.0 billion in sales and maturitiesading securities between 2011 and 2(
(i) adecrease in reinsurance balances recoverab#28fGmillion in 2012 due to reduced acquisitiotivdty in the year,;
(i) anincrease of $460.8 million in purchases of trgdiecurities between 2011 and 2012;

(iv) an increase in funds held by reinsured compani&®257.5 million in 2012 compared to a decreasel6f7$ million in 2011, du
primarily to the RITC transaction completed by S2@® December 31, 201
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Investing

Investing cash flows consist primarily of net caslguired on acquisitions along with net proceedshersale and purchase of available

for-sale securities and other investments. Net casth msivesting activities was $365.8 million duritige year ended December 31, Z
compared to net cash provided by investing actigsitof $228.6 million during the year ended Decenier2012. The decrease
$594.4 million in investing cash flows between 2@l 2012 was due primarily to the following:

0)

(i)
(i)
(iv)

an increase of $409.6 million in net cash usedafmuisitions between 2013 and 2012, due primavilthé acquisitions of Pavor
Arden, and Atrium during 201.

an increase of $78.6 million in restricted cash eash equivalents during 2013, compared to a deeme$73.2 million in 2012
a decrease of $157.4 million in the sales and ntptof available-for-sale securities between 2013 and 2012; partialsebby
a decrease of $107.2 million in the purchase cémiivestments between 2013 and 2(

Net cash provided by investing activities was $828illion during the year ended December 31, 20d2pmared to $691.9 million duri
the year ended December 31, 2011. This $463.3omitlecrease in investing cash flows was due priyniarithe following:

0]
(ii)
(i)

(iv)

a decrease of $73.2 million in restricted cash@wh equivalents during 2012, compared to a dezi@E290.2 million in 2011
a decrease of $91.1 million in the sales and ntgtafiavailabl-for-sale securities between 2012 and 2(

an increase of $189.8 million in the purchase bEptnvestments between 2012 and 2011 due to treased allocation to ott
investments during 2012; partially offset

a decrease of $88.5 million in net cash used fquisitions between 2012 and 20

Financing

Net cash provided by (used in) financing activitvess $423.1 million during the year ended Decendier2013 compared to ($232
million during the year ended December 31, 2012 Tictrease of $656.9 million in cash provided hyaficing activities was primar
attributable to the following:

0)
(i)
(i)

an increase of $369.8 million in cash receivedkattable to bank loans between 2013 and 2012, ateteease of $95.0 million
the repayment of bank loans between 2013 and :

an increase in contribution to surplus of subsidlay redeemable noncontrolling interest of $96.0iom in 2013 compared to $i
in 2012; anc

a distribution of capital and dividends to noncoling interests of $3.9 million in 2013 compared®99.2 million in 2012

Net cash (used in) provided by financing activitiwas $(233.8) million during the year ended Decende 2012 compared
$259.8 million during the year ended December 311,12 This $493.5 million increase in cash usedimarfcing activities was primar|
attributable to the following:

(i)
(ii)

$287.4 million in net proceeds from the privatecgiment of shares in 2011 to affiliates of Goldmanls & Co. compared to $nil
2012; anc

a decrease of $274.2 million in cash receiaétdbutable to bank loans between 2012 and 20&llatgely to decreased acquisition

funding requirements partially offset by a decreais®142.9 million in the repayment of bank loa
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Investments

Aggregate invested assets, comprising cash and egsivalents, restricted cash and cash equivaldixes]y maturities, shortern
investments, equities and other investments, wergbillion as of December 31, 2013 compared t8B4illion as of December 31, 2012,
increase of 52.2%. The increase in cash and indestsets resulted principally from the completibhe acquisitions of SeaBright, Pavo
Arden, and Atrium.

We hold trading portfolios of fixed maturities, stterm investments and equities; availablegale portfolios of fixed maturities a
short-term investments; and a held-to-maturity fptidt of fixed maturities. Our available-faale and trading portfolios are recorded at
value.

Our held-tomaturity portfolio relates to our PPA business witbur life and annuities segment. In an effortrtatch the expected c:
flow requirements of the lontgrm liabilities associated with the business, weest a portion of our fixed maturity investmentsionge
duration securities that we intend to hold to mituiVe classify these securities as heldwtaturity in our consolidated balance sheet.
held-tomaturity portfolio is recorded at amortized coss @ result, we do not record changes in the fdurevaf this portfolio, which shou
reduce the impact on shareholders’ equity of flattns in fair value of those investments.

The table below shows the aggregate amounts aheestments carried at fair value as of Decembef0813 and 2012:

December 31, 201 December 31, 201,
% of Total % of Total
Fair Value Fair Value Fair Value Fair Value
(in thousands of U.S. dollars

U.S. government and agen $ 468,28¢ 10.C% $ 366,86: 10.9%
Non-U.S. governmer 562,51¢ 12.1% 389,57¢ 11.6%
Corporate 2,201,57! 47.2% 1,715,87! 51.2%
Municipal 41,03 0.€% 20,44¢ 0.€%
Residential mortgag-backec 235,96 5.1% 120,09:. 3.€%
Commercial mortga¢-backec 114,63 2.5% 131,32¢ 3.5%
Asse-backed 285,06t 6.1% 79,26+ 2.4%
Total fixed maturity and shc-term investment 3,909,08! 83.9% 2,823,44. 84.2%
Other investment 569,29: 12.2% 414,84! 12.4%
Equities— U.S. 115,28 2.5% 92,40¢ 2.8%
Equities— Internationa 66,74¢ 1.4% 22,18: 0.6%
Total investment $4,660,41. 100.(% $3,352,87! 100.(%

The table below shows the aggregate fair valuesuofinvestments classified as heldr@turity and carried at amortized cost a
December 31, 2013 and 2012:

December 31, 201 December 31, 201,
% of Total % of Total
Fair Value Fair Value Fair Value Fair Value
(in thousands of U.S. dollars’

U.S. government and agen $ 18,13: 2.3% $ — —%
Non-U.S. governmer 22,32i 2.8% — —%
Corporate 759,10( 94.% — —%
Total investment $799,55¢ 100.(% — —%

As at December 31, 2013, we held investments onbalance sheet totaling $5.5ilion, compared to $3.35 billion at December
2012, with net unrealized appreciation includeddéoumulated comprehensive

102



Table of Contents

income of $3.1 million compared to $5.7 million Becember 31, 2012. As at December 31, 2013, weadpadoximately $2.9 billion «
restricted assets compared to approximately $1ill@bat December 31, 2012 due to 2013 acquisitiotivity.

Across all of our segments, we strive to structure investments in a manner that recognizes ouidity needs for future liabilities.
that regard, we attempt to correlate the maturity duration of our investment portfolio to our gexidiability profile. If our liquidity needs «
general liability profile unexpectedly change, waynadjust the structure of our investment portftdioneet new business needs.

For our non-life rumff segment, our strategy of commuting our liakdbt has the potential to accelerate the naturabytagf losse:
Therefore, we maintain a relatively shdrration investment portfolio in order to providgquiidity for commutation opportunities and av
having to liquidate longer dated investments. Adowly, the majority of our investment portfolio resists of highly rated fixed maturiti
including U.S. government and agency investmerit)ly rated sovereign and supranational investmérigh-grade corporate investmet
and mortgage-backed and adsatked investments. We allocate a portion of ouestment portfolio to other investments, includjiyvate
equity funds, fixed income funds, fixed income hedgnds, equity funds and a real estate debt filiddecember 31, 2013, these of
investments totaled $569.3 million, or 10.3%, of tadal balance sheet investments (December 312:2R114.8 million or 12.4%).

For our life and annuities segment, we do not cotenaur policy benefits for life and annuity contsadiabilities and, as a result,
maintain a longer duration investment portfoliotth#tempts to match the cash flows and duratioowf liability profile. Accordingly, th
majority of this portfolio consists of highly ratéised maturity investments, primarily corporatenbs.

Our fixed maturity investments associated with B&A business are primarily highly rated corporatads with which we attempt
match duration and cash flows to the liability @eofor this business. As these fixed maturity isiveents are classified as helda@turity, we
invest surplus cash flows from maturities into lenglated fixed maturities. As at December 31, 2Qh8, duration of our fixed matur
investment portfolio associated with our PPA busineas shorter than the liabilities, as a signifi@anount of the liabilities extend beyonc
years and it is difficult, due to limited investni@ptions, to match duration and cash flows beytbad period

Our fixed maturity investments associated with oonPPA life business are primarily highly rated coggerbonds with which v
attempt to match duration and cash flows to thbilitg profile for this business (the non-PPA lifaisiness has a shaltwation liability
profile). These fixed maturity investments are sifisd as trading, and therefore we may sell existiecurities to buy higher yielding securi
and funds in the future. As at December 31, 2088, duration of our fixed maturity investment polifioassociated with our noRPA life
business was shorter than the liabilities, althowghave the discretion to change this in the &utur
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Fixed Maturity and Short-term Investments
The maturity distribution for our fixed maturity @short-term investments held as of December 313 20id 2012 was as follows:

December 31, 201 December 31, 201,
% of % of
Fair Value Total Fair Value Total
(in thousands of U.S. dollars’

Due in one year or le: $ 871,88: 18.5% $1,032,61. 36.€%
Due after one year through five ye. 2,114,777 44.% 1,342,25 47.5%
Due after five years through ten ye 478,03: 10.2% 99,95’ 3.5%
Due after ten yeal 608,29: 12.9% 17,92¢ 0.6%
4,072,97 86.5% 2,492,75 88.2%
Residential mortga-backec 235,96 5.(% 120,09:. 4.2%
Commercial mortga¢-backea 114,63 2.4% 131,32¢ 4.7%
Asse-backed 285,06t 6.1% 79,264 2.8%
Total $4,708,64 100.(% $2,823,44. 100.(%

As at December 31, 2013 and 2012, our fixed matumitestments and sharm investment portfolio had an average creditityuaating
of A+ and AA-, respectively. At December 31, 2013 and 2012 fimed maturity investments rated BBB or lower corepd 9.5% and 11.3
of our total investment portfolio, respectively.

At December 31, 2013, we had $313.5 million of ste@m investments (December 31, 2012: $319.1 oniJli Shortterm investments a
managed as part of our investment portfolio ancerewmaturity of one year or less when purchasedrt&rm investments are carried at
value.
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The following tables summarize the composition loé amortized cost and fair value of our fixed mifuinvestments, shotermr
investments, equities and other investments caatiéalir value at the date indicated by ratingassgned by major rating agencies.

Non-
Amortized Investment
Fair % of Total AAA BBB Not
At December 31, 201 Cost Value Investments Rated AA Rated A Rated Rated Grade Rated
(in thousands of U.S. dollars
Fixed maturity and short-term investments
U.S. government & agenc $ 468,19¢ $ 468,28¢ 10.(% $ 4,391 $ 458,47 $ 434 $ — $ — $ 4,987
Nor-U.S. governmer 553,72« 562,51¢ 12.1% 215,22« 208,32. 115,42 11,09t 12,45: —
Corporate 2,197,95! 2,201,57 47.2%  143,55: 542,21( 1,052,31! 388,81! 26,50° 48,17¢
Municipal 40,88¢ 41,03« 0.S% 8,50( 25,35¢ 7,17¢ — — —
Residential mortga¢-backec 236,98 235,96« 5.1% 12,59¢ 204,21 7,500 3,96( 80¢ 6,87¢
Commercial mortga¢-backec 115,35: 114,63 2.5% 38,08: 31,89: 29,63: 8,82¢ 6,20€ —
Asse-backec 283,94( 285,06( 6.1% 207,14t 34,80¢ 13,26( 4,73 7,17¢ 17,94¢
Total fixed maturity and shc-term investment $3,897,04 3,909,08! 83.9%  629,49( 1,505,28 1,225,74 417,42¢ 53,14¢ 77,98
16.1% 38.5% 31.2% 10.7% 1.4% 2.C%
Equities
U.S. 115,28! 2.5% — — — — — 115,28!
Internationa 66,74¢ 1.4% — — — — — 66,74¢
Total equities 182,03: 3.% — — — — — 182,03!
0.C% 0.C% 0.C% 0.C% 0.C% 100.%
Other investments
Private equity fund 161,22 3.5% — — — — — 161,22¢
Fixed income fund 194,37! 4.2% — — — — — 194,37!
Fixed income hedge funt 68,157 1.4% — — — — — 68,157
Equity funds 109,35! 2.2% — — — — — 109,35!
Real estate debt fur 32,11 0.7% — — — — — 32,11
Other 4,06¢ 0.1% — — — — — 4,06¢
Total other investmen: 569,29:. 12.2% — — — — — 569,29:
0.C% 0.C% 0.C% 0.C% 0.C% 100.%
Total investments $4,660,41 100.(% $629,49( $1,505,28! $1,225,74! $417,42¢ $ 53,14¢ $829,30°
13.5% 32.2% 26.2% 9.C% 1.1% 17.€%

105



Table of Contents

Non-
Amortized Investment
Fair % of Total AAA BBB Not
At December 31, 201 Cost Value Investments Rated AA Rated A Rated Rated Grade Rated
(in thousands of U.S. dollars
Fixed maturity and
short-term investments
U.S. government & agenc $ 362,28 $ 366,86 10.&% $ — $ 366,86: $ — $ — $ — $ —
Non-U.S. governmer 380,40: 389,57¢ 11.€% 244,36t 103,51! 39,05 2,64¢ — —
Corporate 1,694,65; 1,715,87 51.2%  140,70¢ 434,90: 803,66. 301,78 27,40¢ 7,400
Municipal 19,74 20,44¢ 0.6% — 14,47( 5,831 13¢ — —
Residential mortga¢-backec 119,53t 120,09: 3.6% 17,21¢ 81,25 2,85¢ 16,94( 1,82 —
Commercial mortga¢-backec 130,84: 131,32 3.2% 62,597 9,82¢ 29,88« 21,40¢ 7,61¢ —
Asse-backec 78,644 79,26¢ 2.4% 64,23] 8,17 5,07( 174 1,60¢ —
Total fixed maturity and
shor-term investment $2,786,10° 2,823,44. 84.2% 529,12t 1,019,00! 886,36. 343,09: 38,45: 7,40(
18.7% 36.1% 31.2% 12.2% 1.4% 0.2%
Equities
U.S. 92,40¢ 2.8% — — — — — 92,40¢
Internationa 22,18: 0.€% — — — — — 22,18:
Total equities 114,58 3.4% — — — — — 114,58t
0.C% 0.C% 0.C% 0.C% 0.C% 100.%
Other investments
Private equity fund 127,69t 3.8% — — — — — 127,69¢
Fixed income fund 156,23! 4.7% — — — — — 156,23
Fixed income hedge funt 53,93 1.€% — — — — — 53,93
Equity fund 55,88: 1.7% — — — — — 55,88:
Real estate debt fur 16,17¢ 0.5% — — — — — 16,17¢
Other 4,921 0.1% — — — — — 4,921
Total other investmen: 414,84! 12.4% — — — — — 414,84!
0.C% 0.C% 0.C% 0.C% 0.C% 100.(%
Total investments $3,352,87 100.(% $529,12¢ $1,019,00! $886,36. $343,09: $ 38,45: $536,83:
15.8% 30.4% 26.5% 10.2% 1.1% 16.(%

The following table summarizes the compositionhaf &mortized cost and fair value of our hgldnaturity fixed maturity investments

at December 31, 2013 by ratings as assigned byrmatjog agencies (as at December 31, 2012, wenbadvestments classified as held-to

maturity).

Non-
Amortized Investment
Fair % of Total AAA AA BBB Not
At December 31, 201 Cost Value Investments Rated Rated A Rated Rated Grade Rated
(in thousands of U.S. dollars

Fixed maturity

U.S. government & agenc $ 19,99: ¢ 18,13: 2% $ — $ 18,05¢ $ — $ — $ — $ 74

Non-U.S. governmer 23,59: 22,327 2.8% — 22,327 — — — —

Corporate 815,80: 759,10( 94.%% 44,55; 198,80: 463,00: 47,15" 5,12¢ 462
Total fixed maturity investmen $ 859,38°  $799,55¢ 100.(%  $44,55:. $239,18! $463,00: $47,15] $ 5,12¢ $ 53¢

5.€% 29.%% 57.%% 5.¢% 0.€% 0.1%

The fair value of our fixed maturity investmentdiluctuate with changes in the interest rate emvinent and when changes occur ir
overall investment market and in overall econonaiaditions. We recorded no impairments in 2013 abitk2
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Our fixed maturity portfolio is managed by our Chlavestment Officer and outside investment adwsaith oversight from ol
Investment Committee.

At December 31, 2013 and 2012, our gross unrealzEsks on our available-fesgle investments totaled $0.4 million and $0.7iomi|
respectively. At December 31, 2013 and 2012, we Behnd 23, respectively, available-&ale investments that were in an unrealized
position for longer than twelve months. As at Deben31, 2013 and 2012, no investments were corgidaher-than-temporarily impaired.

At December 31, 2013, our gross unrealized losse®w held-to-maturity investments totaled $60.0iom. Our held-tomaturity
investments relate entirely to our Pavonia PPArmss acquired on March 31, 2013.

Other Investments
The table below shows the fair value of our poitfaif other investments held at December 31, 201B2012:

Total Total
Fair Value Fair Value

2013 2012

(in thousands of U.S
Dollars)

Private equity fund $161,22¢ $127,69¢
Fixed income fund 194,37! 156,23!
Fixed income hedge funi 68,157 53,93:
Equity funds 109,35! 55,88:
Real estate debt fur 32,11: 16,17¢
Other 4,064 4,921
$569,29: $414,84!

As at December 31, 2013 and 2012, we had totalngefdi capital commitments related to other investmeh$114.2 million and $87
million, respectively.

Measuring the Fair Value of Other Investments udileg Asset Valuations

The following table presents the fair value, unfediccommitments and redemption frequency for albwiff other investments. The
investments are all valued at net asset value Be@@mber 31, 2013.

Investments

Gated/ without
Side Pocke Gates or
Total Side Unfunded Redemption
Fair Value Investments Pockets Commitments Frequency
(in thousands of U.S. Dollars’
Private equity fund $161,22¢ $ — $161,22¢ $ 113,58! Not eligible
Fixed income fund 194,37! — 194,37! —  Daily to monthly
Fixed income hedge funds 68,157 3,15( 65,00 —  Quarterly after lockip period
expire
Equity funds 109,35! — 109,35! —  Bi-monthly
Real estate debt fur 32,11 — 32,11 —  Monthly
Other 4,064 — 4,064 655  Not eligible

$569,29¢ $ 3,150 $566,140 $ 114,24

Management regularly reviews and discusses funidimeance with their fund managers to corroboragertasonableness of the repa
net asset values and to assess whether any evavgsodccurred within the lag period that would mathr affect the valuation of tt
investments.
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Private equity funds

This class comprises several private equity fuhds invest primarily in the financial services istly. All of our investments in prive
equity funds are subject to restrictions on redéngtand sales that are determined by the govedvogments and limit our ability to liquid;
those investments. These restrictions have beplade since the dates we made the initial investsnen

As of December 31, 2013 and December 31, 2012,ade$Bt61.2 million and $127.7 million, respectivady,other investments recorc
in private equity funds, which represented 2.5% &6 of total investments, cash and cash equitaland restricted cash and c
equivalents at December 31, 2013 and December@®IR, Zespectively. Due to a lag in the valuatioggorted by the managers, we re«
changes in the investment value with up to a thneeth lag.

Fixed income funds

This class comprises a number of positions in dified fixed income funds that are managed by thpagdty managers. Underlyi
investments vary from high grade corporate bondsotinvestment grade senior secured loans and bontdsréwgenerally invested in ligt
fixed income markets. These funds have regularbfiplied prices. The funds have liquidity terms theaty from daily to monthly.

Fixed income hedge funds

This class comprises hedge funds that invest iiversified portfolio of debt securities. The hedgads are not currently eligible 1
redemption due to imposed locip- periods of three years from the time of ourahinvestment. Once eligible, redemptions will frermittec
quarterly with 90 days’ notice. The first investrhanthe funds will be eligible for redemption indvth 2014.

Equity funds
This class comprises equity funds that investdlivarsified portfolio of international publicly-tded equity securities.

Real estate debt fund

This class comprises a real estate debt fund nkasts primarily in U.S. commercial real estatentoand securities. A redemption req
for this fund can be made 10 days after the da@ngfmonthly valuation; the fund states that il wike commercially reasonable effort:
redeem the investment within the next monthly prio

Other

This class primarily comprises a fund that provittesis to educational institutions throughout th&.Uand its territories. Through th
investments, we participate in the performancehefunderlying loan pools. This investment matureemthe loans are paid down and ca
be redeemed before maturity.

Eurozone Exposure

At December 31, 2013, we did not own any investsémfiixed maturity securities (which includes bertiat are classified as cash
cash equivalents) or fixed income funds issuedhgystovereign governments of Portugal, Italy, Ird)a@reece or Spain. Our fixed matu
securities and fixed income funds exposures to
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Eurozone Governments (which includes regional amdiaipal governments including guaranteed agendigsiating are highlighted in t
following table:

Ratings
BB and
AAA AA BBB below NR Total
(in thousands of U.S. dollars

Germany $33,36¢ $2121( $ — $ — % — $ 54,57¢
Supranationa 7,54¢ 2,46¢ — — — 10,01t
Netherland: 7,63¢ 9,16¢ — — — 16,80:
Norway 18,02¢ 19,55 — 12,45: — 50,03(
France. 7,26¢ 43,50¢ — — — 50,77
Finland 2,51¢ — — — — 2,51¢
Sweder 1,00( 19,06: 5,831 — — 25,89¢
Austria — 1,80z — — — 1,80z

77,36 116,76! 5,831 12,45: — 212,41°
Euro Region Government Fun — — — — 13,01 13,01¢

$77,36¢ $116,76' $5,837 $12,45: $225,43. $225,43:

Our fixed maturities exposure to Eurozone Goverrtsigwhich include regional and municipal governmseirtcluding guarante:
agencies) by maturity date are highlighted in til¥ing table. Our fixed income fund holdings halagly liquidity and are not included in
maturity table below.

By Maturity Date

more than z
3 months 3to6 6 months 1to2
or less months to 1 year years years Total
(in thousands of U.S. dollars’
Germany $ — $373¢ $3558 $19,31( $ 27,97F $ 54,57¢
Supranationa — — — 3,23¢ 6,77¢ 10,01t
Netherland: — — 1,00t 4,58 11,21t 16,80:
Norway 1,567 — 2,01¢ 1,77(C 44,67 50,03(
France 8,59( 7,251 2,70 5,47¢ 26,74" 50,77
Finland — — 50C — 2,01¢ 2,51¢
Sweder — 67C 5,02¢ 12,08( 8,12 25,89¢
Austria — — — 66E 1,13 1,802

$10,15° $11,66¢ $14,807 $47,12: $128,66¢ $212,41
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At December 31, 2013, we owned investments in catposecurities (which includes bonds that aresilad as cash and ce
equivalents) of issuers where the ultimate parembpany was located within the Eurozone. This inefudecurities that were issued
subsidiaries whose location was outside of the Eame. Our exposures by country and listed by ragegtor and maturity date are highligt
in the following tables:

Ratings
BB and
AAA AA A BBB below Total
(in thousands of U.S. dollars’
Germany $722: $189% $1453F $ — $ — $ 23,65
Belgium — — 32,76( — — 32,76(
Netherland: 8,62: 38,80" 22,27¢ 36,00 60¢ 106,32(
Sweder 4,30« 16,46¢ 2,50¢ — — 23,28(
Norway 5,14¢ 8,37¢ 1,53¢ — — 15,057
France 21,22¢ 11,12¢ 23,04: 4,33( 10,48: 70,20¢
Ireland 59¢ — — — 2,00 2,601
Spain — — — 21,02( — 21,02(
Italy — — 7,78( 2,96: — 10,74
Luxembourg 5,44: 44t 72¢ 59t — 7,212
Austria 417 — — — — 417
Finland 461 — 121 — — 582
$53,44. $77,12(  $105,28¢ $64,91: $13,09¢ $313,85!
Sector
Financial Energy Industrial Telecom Utility Other Total
(in thousands of U.S. dollars

Germany $ — $ — $407¢ $ — $17,08 $249( $ 23,65
Belgium — — — — — 32,76( 32,76(
Netherland: 2,12¢ — 54,89¢ — 43,93¢ 5,36% 106,32(
Sweder 22,82( — — 46C — — 23,28(
Norway 6,67¢ 8,37¢ — — — — 15,05%
France — — — 67,75: 2,457 70,20¢
Ireland — — — — 2,00 59¢ 2,601
Spain 1,39¢ — — 14,42¢ 5,19« — 21,02(
Italy — — — — 10,74 — 10,74
Luxembourg — — — — 1,76¢ 5,44: 7,212
Austria 417 — — — — 417
Finland — — — — 582 — 582
$33,44( $8,37¢  $58,97¢ $14,88¢ $149,06' $49,11(  $313,85!
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By Maturity Date

more

3 months 3to6 6 months 1to2 than 2
or less months to 1 year years years Total
(in thousands of U.S. dollars’
Germany $1,237 $300: $5032 $369 $ 10,687 $ 23,65
Belgium — — — 1,56¢ 31,19 32,76(
Netherlands — 1,32¢ 28,26¢ 16,80: 59,92( 106,32(
Sweder — 70C 1,312 — 21,26¢ 23,28(
Norway — 1,722 — — 13,33¢ 15,055
France 5,69¢ 10,98 8,22 14,67" 30,63( 70,20¢
Ireland — — — — 2,601 2,601
Spain 9,65¢ — 3,82 2,07¢ 5,45¢ 21,02(
Italy — 2,42: — 54( 7,78( 10,74:
Luxembourg — — 214 — 6,99¢ 7,21z
Austria — 417 — — — 417
Finland 121 — — — 461 582

$16,71.  $20,57¢ $46,877 $39,36: $190,32°  $313,85!

Fixed maturity securities issued by companies k@t the United Kingdom and Switzerland are nolided in the tables.

None of the fixed maturity securities we owned @&c®mber 31, 2013 were considered impaired and weoti@xpect to incur al
significant losses on these securities.

Loans Payable

Our loans payable consist of credit facilities tethto our 2011 acquisition of Clarendon, or thar@hdon Facility, our term facili
related to the 2013 acquisition of SeaBright, @ SeaBright Facility, and our Revolving Credit Riaigi or the EGL Revolving Credit Facilit
which can be used for permitted acquisitions aneegd corporate purposes. Until they were fullyaidpon December 3, 2012, we also
loans outstanding related to share repurchase ragreée with three of our executives and certaintérasid a corporation affiliated with 1
executives.

For the years ended December 31, 2013, 2012 antl, 24 incurred interest expense of $12.4 millio&,4%nillion and $8.5 millior
respectively, on our loan facilities and loans tedlato the share repurchase agreements. All ofcatrently outstanding loan facilities
floating rate loans, and the fair values of thesm$ approximate their book values.

Amounts of loans payable outstanding, and accrottast, as of December 31, 2013 and 2012 tota2.84%illion and $107.4 milliol
respectively, and comprise:

As at December 31

Facility Date of Facility Term 2013 2012
(in thousands of
U.S. dollars)

EGL Revolving Credit Facilit July 8, 201z 5Years $ 258,80( $ —
SeaBright Facility December 21, 201 3 Years 111,00( —
Clarendon Facility July 12, 201! 4 Years 78,99¢ 106,50(
448,79! 106,50(
Accrued interest on loans payaa 3,651 93(
Total loans payabl $ 452,44t $ 107,43(
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Amendment and Restatement of EGL Revolving Cradility

On July 8, 2013, we, and certain of our subsidéaras borrowers, as well as certain of our subdédiaas guarantors, entered intc
amendment and restatement of our existing Revol@reglit Facility Agreement with National AustraBank Limited, or NAB, and Barcla
Bank PLC, or Barclays, as mandated lead arrantB, Barclays and Royal Bank of Canada, as origieatlers, and NAB as agent, or
Restated Credit Agreement. The Restated Credit ekgeat provides for a fivgear EGL Revolving Credit Facility (expiring in JuP018
pursuant to which we are permitted to borrow ugoaggregate of $375.0 million, which is availatd€und permitted acquisitions and
general corporate purposes. The previously exidReagolving Credit Facility Agreement had providexdt & threeyear $250.0 million facilit
that was set to terminate in June 2014. Our alityraw on the EGL Revolving Credit Facility isbgect to customary conditions.

The EGL Revolving Credit Facility is secured byiratfpriority lien on the stock of certain of owrtsidiaries and certain bank accol
held with Barclays in our name and into which ameugceived in respect of any capital release ftentain of our subsidiaries are require
be paid. Interest is payable at the end of eadrast period chosen by us or, at the latest, eacmanths. The interest rate is LIBOR ¢
2.75%, plus an incremental amount tied to certegulatory costs, if any, that may be incurred kg lénders. Any unused portion of the E
Revolving Credit Facility will be subject to a contment fee of 1.10%. The EGL Revolving Credit Figilmposes various financial a
business covenants on us, the guarantors and rcesther material subsidiaries, including limitasomn mergers and consolidatic
acquisitions, indebtedness and guarantees, réastiscis to dispositions of stock and assets, céistnis on dividends and limitations on liens.

During the existence of any event of default (eecjed in the Restated Credit Agreement), the aigey cancel the commitments of
lenders, declare all or a portion of outstandingpants immediately due and payable, declare all poréion of outstanding amounts pay:
upon demand or proceed against the security. Duhiagexistence of any payment default, the intenatst would be increased by 1.0%.
EGL Revolving Credit Facility terminates and all @amts borrowed must be repaid on the fifth annimgrof the date of the Restated Cr
Agreement. As of December 31, 2013, all of therfgial covenants relating to the EGL Revolving Cré&dicility were met.

During 2013, we borrowed $258.8 million under theLERevolving Credit Facility to fund certain acgtiens and for general corpor:
purpose. The interest rate on these borrowingsppeoximately 2.9%, subject to periodic adjustnmardaccordance with the terms of the E
Revolving Credit Facility.

Clarendon Facility

On March 4, 2011, we, through Clarendon Holdings,,lentered into a $106.5 million term facilityragment, or the Clarendon Faci
with NAB. The Clarendon Facility provides a foyear term loan facility, which was fully drawn upon July 12, 2011 to fund 50% of
purchase price of Clarendon.

The Clarendon Facility is secured by a securitgriest in all of the assets of Clarendon Holdings,, las well as a first priority lien on
stock of both Clarendon Holdings, Inc. and Clarendoterest is payable at the end of each intgresbd chosen by Clarendon Holdings,
or, at the latest, each six months. The interdst iEgLIBOR plus 2.75%. The Clarendon Facility isct to various financial and busin
covenants, including limitations on mergers andsolidations, restrictions as to disposition of &taad limitations on liens on the stock. A
December 31, 2013, all of the financial covenaelating to the Clarendon Facility were met.

During the existence of any payment default, therést rate is increased by 1.0%. During the exégteof any event of default |
specified in the term facility agreement), the lersdmay declare all or a portion of outstanding am® immediately due and payable, dec
all or a portion of borrowed amounts payable upemand, or proceed against the security. The Clarer@cility terminates and all amou
borrowed must be repaid on July 12, 2015.
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On July 31, 2013, we repaid $27.5 million of theéstanding principal on the Clarendon Facility redgcthe outstanding principal as
December 31, 2013 to $79.0 million.

SeaBright Facility

On December 21, 2012, we, through AML Acquisiti@arp., or AML Acquisition, entered into a Term Hagi Agreement with NAE
and Barclays, or the SeaBright Facility. The SegiiarFacility provides a fouyear term loan facility, which, AML Acquisition fiy drew dowr
on February 5, 2013 in an amount of $111.0 millempartially fund our acquisition of SeaBright. \8equired SeaBright on February 7, 2
by way of a merger of AML Acquisition with and infeeaBright, or the Merger, with SeaBright survivihge Merger as our indirect, wholly-
owned subsidiary.

Following completion of the Merger, SeaBright (he survivor of the Merger) became the borrower utide SeaBright Facility and t
facility became secured by a security interestlinfahe assets of SeaBright, a pledge of thelstfSeaBright by its sole stockholder, a ple
of the stock of SeaBright Insurance Company, Paldthnaged Care Services, Inc., and PointSure Insar&ervices, Inc. (which are wholly-
owned subsidiaries of SeaBright) by SeaBright, aseécurity interest in all of the assets of Palddamaged Care Services, Inc. and Point
Insurance Services, Inc.

From the date of the SeaBright Facility until thevd down on February 5, 2013, the undrawn and wetbmd amount of the SeaBri
Facility incurred a fee of 1% per annum. Interastamounts borrowed under the SeaBright Facilityagable at the end of each interest pe
chosen by the borrower or, at the latest, eacimsimths. The interest rate is LIBOR plus 2.75% Far first 18 months from February 5, 2C
and increases to LIBOR plus 3.50% thereafter; herést rate is subject to increase by an incremhantount tied to certain regulatory cost
any, that may be incurred by the lenders. The SghBFacility imposes various financial and busgesvenants on SeaBright, includ
limitations on mergers and consolidations, acqois#, indebtedness and guarantees, restrictiots dispositions of stock and assets (ex
for certain permitted dispositions), restrictions dividends, and limitations on liens. As at DecemB®1, 2013, all of the financial covene
relating to the SeaBright Facility were met.

During the existence of any payment default, therest rate would be increased by 1.0%. Duringettistence of any event of default
specified in the SeaBright Facility), the lendergyncancel their commitments, declare all or a partf outstanding amounts immediately
and payable, declare all or a portion of borrowetbants payable upon demand, or proceed againssebarity. The SeaBright Facil
terminates and all amounts borrowed must be regaidecember 21, 2016, the fourth anniversary ofitite the facility was put in place.

SeaBright Surplus Notes

On August 26, 2013, we fully repaid the outstandmmopcipal and accrued interest of $12.1 millios@sated with the subordina
floating rate surplus notes issued by SeaBrigt# private placement in May 2004. Interest expensehe period from February 7, 2013 |
date of acquisition of SeaBright) to December 31,2was $0.3 million.
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Aggregate Contractual Obligations

The following table shows our aggregate contracmigligations and commitments by time period renmgnio due date as

December 31, 2013.

Payments Due by Perioc

More than
Less than 1-3 3-5
Total 1 year years years 5 years
(in thousands of U.S. dollars
Operating Activities
Estimated gross reserves for losses and loss amjnsexpense® $4,438.. $ 908.: $1,525.: $724.( $1,280.
Policy benefits for life and annuity contra® 2,570.¢ 84.€ 1444 136.% 2,205.:
Operating lease obligatiol 14.: 5.k 8.1 0.7 —
Investing Activities
Investment commitmen 114. 52.C 62.2 — —
Financing Activities
Acquisition funding® 69.2 69.2 — — —
Loan repayments (including estimated interest pas) 426.3 426.: — — —
Total $7,633.( $1,545.¢ $1,739.¢ $861.< $3,485.¢

(1)

(2)

(3)

The reserves for losses and loss adjustmentnsgs represent managemerg'stimate of the ultimate cost of settling lossHse
estimation of losses is based on various complexsabjective judgments. Actual losses paid mayedifperhaps significantly, from t
reserve estimates reflected in our financial stategm Similarly, the timing of payment of our esited losses is not fixed and there
be significant changes in actual payment activitye assumptions used in estimating the likely paymdue by period are based on
historical claims payment experience and indusaynment patterns, but due to the inherent unceytéinthe process of estimating
timing of such payments, there is a risk that th@ants paid in any such period can be significadifferent from the amounts disclos
above.

The amounts in the above table represent our estimaf known liabilities as of December 31, 20131 @lo not take into accot
corresponding reinsurance recoverable amountswbald be due to us. Furthermore, reserves for foasel loss adjustment exper
recorded in the audited consolidated financialesteints as of December 31, 2013 are computed oir @alae basis, whereas !
expected payments by period in the table abovéharestimated payments at a future time and doefiect the fair value adjustment
the amount payable.

Policy benefits for life and annuity contracts netmd in our audited consolidated balance sheettaBeaember 31, 2013
$1,273.1 million are computed on a discounted bagiereas the expected payments by period in thie &bove are the estima
payments at a future time and do not reflect aadist of the amount payab!

The acquisition funding does not include the amassociated with the expected future issuance hyf 2612,346 shares (which v
consist of a combination of voting ordinary shased Series B convertible naoting preference shares) in relation to the adtijosof
Torus.

Commitments and Contingencies

Investments
The following table provides a summary of our catsling unfunded investment commitments for the yesmded December 31, 2(
and 2012:
December 31, 201 December 31, 201,
Original Commitments Original Commitments
Commitments Funded Unfunded Commitments Funded Unfunded
(in thousands of U.S. dollars’
$291,00C $176,76! $114,24( $251,00C $163,40! $87,59:
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Guarantees

As at December 31, 2013 and 2012, we had, in tpilental guarantees supporting the obligation®wf subsidiary, Fitzwilliar
Insurance Limited, in the amount of $228.5 millemd $213.3 million, respectively.

Acquisitions

We have entered into definitive agreements witpeesto: (i) the Reciprocal of America loss poitfdransfer, which we expect to cle
in the second quarter of 2014; and (ii) the Amalgaom of Veranda Holdings Ltd. and Torus, which exgect to close in the first quartel
2014. The Torus acquisition agreement is describétilote 3 — Acquisitions”in the notes to our consolidated financial statemnarclude:
within Item 8 of this Annual Report on Form 10-Kndathe Reciprocal of America agreement is describetNote 4 —Significant Nev
Business” in the notes to our consolidated findrete@tements included within Item 8 of this Ann&adport on Form 10-K

In connection with the acquisition of Torus, we @dantered into an Investor Agreement with Trident at closing we will enter intc
Shareholders’ Agreement with Trident. Our obligasicand rights relating to the Investors and Shddehsi Agreements are described
“Note 3 —Acquisitions” in the notes to our consalied financial statements included within Item 8hi$ Annual Report on Form 10-K.

Pursuant to the Amalgamation Agreement to acquorug, we have agreed that at the closing of the Idanaation, we will issL
2,612,346 shares (which will consist of a combmmatof voting ordinary shares and Series B convertitbnvoting preference shares)
partially fund the purchase price, as describetNimte 3 — Acquisitions.”At closing, we will also enter into the Sharehol&ghts Agreemel
with First Reserve and the Registration Rights Agrent with First Reserve and Corsair; the obligetiand rights under these agreement
also described in Note 3.

Legal Proceedings
Refer to “Item 3. Legal Proceedings” for a desaoipof our litigation matters.

Off-Balance Sheet Arrangements
At December 31, 2013, we did not have any off-badesheet arrangements, as defined by Item 303(@)@¢gulation S-K.
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ITEM 7A.  QUANTITATIVE AND QUALITATIVE INFORMATION ABOUT MARK ET RISK

Our balance sheets include a substantial amouass#ts and, to a lesser extent, liabilities whasevhlues are subject to market ri:
Market risk represents the potential for an ecordosgs due to adverse changes in the fair valiefofancial instrument. Our primary mar
risks are interest rate risk, credit risk, equityce risk, and foreign currency exchange rate rigke following provides an analysis of
potential effects that these market risk exposooetd have on our future earnings.

Interest Rate Risk

We have calculated the effect that an immediatallgdushift in the U.S. interest rate yield curvewld have on our cash and investm
at December 31, 2013 and 2012. The modeling ofdffext was performed on cash and fixed incomestments classified as trading
available-for-sale. The results of this analysessummarized in the table below.

Interest Rate Movement Analysis on Market Value
of Cash and Investments Classified as Trading andvailable-for-Sale

Interest Rate Shift in Basis Points

At December 31, 201! -100 -50 0 +50 +100
(in millions of U.S. dollars)
Total Market Value $4,99¢ $4,97¢ $4,951 $4,91¢ $4,88¢
Market Value Change from Ba 1.C% 0.6% 0% (0.7% (1.9%
Change in Unrealized Valt $ 48 $ 28 $ 0 $ (32 $ (63
At December 31, 201 -100 -50 0 +50 +100
Total Market Value $3,79¢ $3,791 $3,77¢ $3,76( $3,741
Market Value Change from Ba 0.4% 0.2% 0% (0.9% (0.9%
Change in Unrealized Valt $ 16 $ 13 $ O $ (19 $ (37)
Credit Risk

As a holder of fixed maturity investments and mutiuends, we also have exposure to credit risk agsault of investment ratin
downgrades or issuer defaults. In an effort togaie this risk, our investment portfolio consistanarily of investment gradeated, liquid
fixed maturity investments of short-tnedium duration and mutual funds. At December 31,32 approximately 51.4% of our fixed matu
investments and shoerm investment portfolio was rated AA or higher &ymajor rating agency (December 31, 2012: 46.2%) ®2.8%
(December 31, 2012: 11.4%) rated BBB or lower. pboefolio as a whole had an average credit quaditing of A+ (December 31, 2012: AA-
). In addition, we manage our portfolio pursuantgitidelines that follow what we believe are prudste#ndards of diversification. T
guidelines limit the allowable holdings of a singésue and issuers and, as a result, we do navielie have significant concentration
credit risk.

We also have exposure to credit risk as it reltdesur reinsurance balances recoverable. Our amdju@insurance subsidiaries, prio
acquisition, used retrocessional agreements taceetheir exposure to the risk of insurance andstegmce assumed. Additionally, on an an
basis, Atrium purchases a tailored outwards rearster program designed to manage its risk profile. <Dbsidiaries remain liable to the ex
that retrocessionaires and reinsurers do not rheatdbligations under these agreements and, tirerefve evaluate and monitor concentre
of credit risk among our reinsurers.

As at December 31, 2013 and December 31, 201%ueince balances recoverable with a carrying valug256.2 million and $144
million, respectively, were associated with onenserer, which represented 10% or more of totalstei@nce balances recoverable. Of
$256.2 million and $144.1 million recoverable framinsurers as at December 31, 2013 and Decemb@032, $256.2 million and $12:
million, respectively, were secured by trust fuhé#d for the benefit of our insurance and reinsceasubsidiaries.

116



Table of Contents

Equity Price Risk

Our portfolio of equity investments, including teguity funds included in other investments (coliey, “equities at risk”) has exposul
to equity price risk, which is the risk of potetiass in fair value resulting from adverse chanigestock prices. Our global equity portfolic
correlated with a blend of the S&P 500 and MSCI Wandices and changes in this blend of indices ld/@pproximate the impact on «
portfolio. The fair value of our equities at riskecember 31, 2013 was $291.4 million (Decembe2@I2: $170.5 million). At December :
2013 the impact of a 10% decline in the overallkatprices of our equities at risk would be $29illiom (December 31, 2012: $17.0 millio
on a pre-tax basis.

Foreign Currency Risk

Through our subsidiaries located in various foreiguintries, we conduct our insurance and reinseraperations in a variety of non-
U.S. currencies. As the functional currency for tiegority of our subsidiaries is the U.S. dollductuations in foreign currency exchange r
related to these subsidiaries will have a diregidnt on the valuation of our assets and liabiliiesominated in local currencies. All change
foreign exchange rates, with the exception of no8:dollar denominated investments classified aflahle-forsale, are recognized currer
in foreign exchange gains (losses) in our constdiiatatements of earnings.

We have exposure to foreign currency risk due tosenership of our Irish, U.K. and Australian sutiaries whose functional currenc
are the Euro, British pound and Australian dollar.

The foreign exchange gain or loss resulting fromttanslation of our subsidiariefiancial statements (expressed in Euro, Britishno
and Australian dollar functional currency) into Uddllars is classified in the currency translataamjustment account, which is a compone
accumulated other comprehensive income in sharetsldquity.

Our foreign currency policy is to broadly managdyeve possible, our foreign currency risk by seekimgnatch our liabilities und
insurance and reinsurance policies that are payabfereign currencies with assets that are denatath in such currencies, subjec
regulatory constraints, and to selectively useifpreurrency exchange contracts. The matching go@ecarried out quarterly in arrears
therefore any mismatches occurring in the periogt gige rise to foreign exchange gains and losségwcould adversely affect our opera
results. We are, however, required to maintaintaseenont.S. dollars to meet certain local country braneti eegulatory requirements, wh
restricts our ability to manage these exposuresutiit the matching of our assets and liabilitiesadidition, we do utilize foreign currer
forward contracts to mitigate foreign currency risk
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The table below summarizes our net exposure asesember 31, 2013 and 2012 to foreign currenciesofor subsidiaries who
functional currency is U.S. dollars:

2013 GBP Euro AUD CDN Other Total
(in'millions of U.S. dollars)

Total net foreign currency expost $67.C $18.C $1.C $16.C $(10.00 $ 92.(C

Pre-tax impact of a 10% movement of the U.S. dolla $ 6.7 1.8 $0.1 $ 1€ $(10 $ 9.z

2012 GBP Euro AUD CDN Other Total
(in millions of U.S. dollars)

Net foreign currency exposu $48.7 $34.5 $3.€ $17.€ $ 7.2 $111.¢

Foreign currency derivative amot (27.9 — e — — (27.6)

Total net foreign currency expost $21.1 $34.5 $3.€ $17.€ $ 7.2 $ 83.t

0.4 $1.8 $ 0.7 $ 84

©¥
N
[y
©¥
w
D
&%

Pre-tax impact of a 10% movement of the U.S. dolla
(1) Assumes 10% change in U.S. dollar relative to othverencies

The table below summarize our net exposure as oémber 31, 2013 and 2012 to foreign currenciestiorsubsidiaries whose functio
currency is Australian dollars:

2013 Euro GBP CDN usD NZD Total
~ (in millions of Australian dollars) ~—
Total net foreign currency expost $4.C $1.C $2.0 $43.C $3.C $49.C
Pre-tax impact of a 10% movement of the Australianaigll) $0.4 $0.1 $0.2) $ 42 $0.2 $ 4.8
2012 Euro GBP. CDN usbD NZD Total
(in millions of Australian dollars)
Total net foreign currency expost $1.¢ $1.7 $(5.77 $38.L $2.5 $38.€
Pre-tax impact of a 10% movement of the Australianaigll) $0.2 $0.2 $0.6) $ 3.8 $0.2 $ 3.8

(1) Assumes 10% change in Australian dollar relativeth®r currencie

Effects of Inflation

We do not believe that inflation has had or wilba material effect on our consolidated resultsparations, however, the actual eff
of inflation on our results cannot be accuratelpwn until claims are ultimately resolved. Inflatiomy affect interest rates, as well as lo
and loss adjustment expenses (by causing the €athaims to rise in the future). Although loss ness are established to reflect likely |
settlements at the date payment is made, we waeilgubject to the risk that inflation could causesthcosts to increase above establ
reserves.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
Enstar Group Limited:

We have audited the accompanying consolidated balaheets of Enstar Group Limited and subsidiarsesf December 31, 2013 ¢
2012, and the related consolidated statementsrafnggs, comprehensive income, changes in sharetsdleguity, and cash flows for each
the years in the two-yeaeriod ended December 31, 2013. In connection authaudits of the consolidated financial statementsalso hay
audited financial statement Schedules I, 1I, M,dnd VI as of December 31, 2013 and 2012 and dchef the years in the twaear perio
ended December 31, 2013. These consolidated fialastgitements and financial statement Schedulethareesponsibility of the Comparsy’
management. Our responsibility is to express aniopion these consolidated financial statementsfimadcial statement Schedules base
our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighaiBlo(United States). Thc
standards require that we plan and perform thet daodibtain reasonable assurance about whethdimntecial statements are free of mate
misstatement. An audit includes examining, on aldasis, evidence supporting the amounts and digidg in the financial statements. An @
also includes assessing the accounting princigded and significant estimates made by managenmemtelhas evaluating the overall finan
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetaerferred to above present fairly, in all materéspects, the financial position
Enstar Group Limited and subsidiaries as of Decer8ibe2013 and 2012, and the results of their dgergand their cash flows for each of
years in thetwo-yearperiod ended December 31, 2013, in conformity vaiticounting principles generally accepted in theté¢hiStates «
America. Also in our opinion, the related financithtement Schedules, when considered in relatiothé basic consolidated finant
statements taken as a whole, presents fairly) imatlerial respects, the information set forth d¢irer

We also have audited, in accordance with the stasdzf the Public Company Accounting Oversight Bo@snited States), Enstar Grc
Limited’s internal control over financial reportiras of December 31, 2013, based on the criterabksited ininternal Control —Integratec
Framework (1992 issued by the Committee of Sponsoring Organizatadrthe Treadway Commission (COSO), and our regeteed March «
2014 expressed an unqualified opinion on the dffexess of the Company’s internal control overfiicial reporting.

/sl KPMG Audit Limited

Hamilton, Bermuda
March 3, 2014
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
Enstar Group Limited

We have audited the accompanying consolidatednséaitts of earnings, comprehensive income, changsisareholdersaquity and cas
flows of Enstar Group Limited and subsidiaries (tB®@mpany”)for the year ended December 31, 2011. Our auditiatduded the financi
statement Schedule Il for the year ended DecentheR@11 listed in the Index at Item 15. These cbdated financial statements and
financial statement Schedule Il are the resporitsibilf the Companys management. Our responsibility is to express f@nian on thes
consolidated financial statements based on outaudi

We conducted our audit in accordance with the stadedof the Public Company Accounting Oversight lo@Jnited States). Tho
standards require that we plan and perform thet dodibtain reasonable assurance about whethdimidngcial statements are free of mate
misstatement. An audit includes examining, on altasis, evidence supporting the amounts and disas in the financial statements. An a
also includes assessing the accounting princigded and significant estimates made by managenmemtelhas evaluating the overall finan
statement presentation. We believe that our auditigges a reasonable basis for our opinion.

In our opinion, such consolidated financial statetagresent fairly, in all material respects, thsufts of operations and cash flow:
Enstar Group Limited and subsidiaries for the y@mated December 31, 2011 in conformity with accawgngirinciples generally accepted in
United States of America. Also, in our opinion, tieéated financial statement Schedule 1l when aersid in relation to the basic consolid:
financial statements taken as a whole, presenty,fa all material respects, the information &&th therein for the year ended Decembe
2011.

/s/ Deloitte & Touche Ltd.

Hamilton, Bermuda
February 24, 2012
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ENSTAR GROUP LIMITED
CONSOLIDATED BALANCE SHEETS
As of December 31, 2013 and 2012

ASSETS
Shor-term investments, trading, at fair val
Shor-term investments, availal-for-sale, at fair value (amortized cost: 2(— $32,477; 201:— $nil)
Fixed maturities, trading, at fair vali
Fixed maturities, he-to-maturity, at amortized co
Fixed maturities, availat-for-sale, at fair value (amortized cost: 2(— $210,825; 201:— $245,396)
Equities, trading, at fair valt
Other investments, at fair vall
Total investment
Cash and cash equivalel
Restricted cash and cash equival
Accrued interest receivah
Accounts receivabl
Premiums receivabl
Income taxes recoverak
Deferred tax asse
Reinsurance balances recover:
Funds held by reinsured compar
Goodwill and intangible asse
Other asset

TOTAL ASSETS

LIABILITIES

Losses and loss adjustment exper

Policy benefits for life and annuity contra

Unearned premiur

Insurance and reinsurance balances pay

Accounts payable and accrued liabilit

Income taxes payab

Deferred tax liabilities

Loans payabl

Other liabilities

TOTAL LIABILITIES

COMMITMENTS AND CONTINGENCIES

REDEEMABLE NONCONTROLLING INTEREST

SHAREHOLDERS' EQUITY

Share capite
Authorized, issued and fully paid, par value $lhe@ithorized 2013: 156,000,000; 2012: 156,000,
Ordinary shares (issued and outstanding 2013: 2386; 2012: 13,752,17.
Nor-voting convertible ordinary share
Series A (issued 2013: 2,972,892; 2012: 2,972,
Series C (issued and outstanding 2013: 2,725,68R72:2,725,637
Treasury shares at cost (Series A-voting convertible ordinary shares 2013: 2,972,89%;2: 2,972,892
Additional paic-in capital
Accumulated other comprehensive incc
Retained earninc
Total Enstar Group Limited Shareholc’ Equity
Noncontrolling interes

TOTAL SHAREHOLDERY EQUITY

TOTAL LIABILITIES, REDEEMABLE NONCONTROLLING INTEREST AND SHAREHOLDER! EQUITY

See accompanying notes to the consolidated finbsteilements
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2013

2012

(expressed in thousands of U.¢

dollars, except share data

$ 281,00 $ 319,11
32,50¢ =
3,381,71 2,253,21
859,38 —
213,86( 251,12:
182,03: 114,58
569,29 414,84!
5,519,79i 3,352,87
643,84 654,89
397,65’ 299,96!
38,86¢ 22,93
75,35: 15,39¢
111,74¢ —
5,481 8,63:
34,29 8,10¢
1,363,81! 1,122,091
237,78t 365,25;
150,07: 21,22;
41,44 6,06¢
$ 8,620,15! $ 5,878,26
$  4,219,90! $ 3,650,12
1,273,101 11,02
70,69¢ =
281,02t 143,12;
97,10: 73,25¢
23,72 19,07:
53,32t 14,45:
452, 44¢ 107,43
70,44: 84,53t
6,541,77: 4,103,02
100,85¢ —
13,80: 13,75:
2,97¢ 2,97¢
2,72¢ 2,72¢
(421,559 (421,559
962,14! 958,57:
13,97¢ 24,43¢
1,181,45' 972,85:
1,755,52; 1,553,75.
222,00 221,47
1,977,52; 1,775,23
$  8,620,15! $ 5878,26
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ENSTAR GROUP LIMITED

CONSOLIDATED STATEMENTS OF EARNINGS
For the Years Ended December 31, 2013, 2012 and 201

INCOME
Net premiums earne— nor-life run-off
Net premiums earne— life and annuitie:
Net premiums earne— active underwriting
Fees and commission incot
Net investment incom
Net realized and unrealized ga
Gain on bargain purcha

EXPENSES
Net reduction in ultimate losses and loss adjustragpense liabilities

Losses incurred on current period premiums ea— nor-life run-off
Losses incurre— active underwriting
Reduction in estimates of net ultimate los
Increase (reduction) in provisions for bad ¢
Reduction in provisions for unallocated loss adjesit expense liabiliti¢
Amortization of fair value adjustmen

Life and annuity policy benefit
Acquisition costt

Salaries and benefi

General and administrative expen
Interest expens

Net foreign exchange (gains) los:

EARNINGS BEFORE INCOME TAXES
INCOME TAXES

NET EARNINGS

Less: Net earnings attributable to noncontrollinigiiest

NET EARNINGS ATTRIBUTABLE TO ENSTAR GROUP LIMITEL
EARNINGS PER SHARE— BASIC

Net earnings per ordinary share attributable tad&rSroup Limitec
shareholder

EARNINGS PER SHARE— DILUTED

Net earnings per ordinary share attributable ta&rSroup Limitec
shareholder

Weighted average ordinary shares outstan— basic

Weighted average ordinary shares outstan— diluted

2013 2012 2011
(expressed in thousands of U.¢
dollars, except share and per share date

$ 112,61: $ — $ —
94,98 3,511 3,54:
32,21 — —
12,81% 8,57( 17,85¢
93,29t 77,76( 68,67¢
70,65 73,61: 9,21¢
— — 13,10¢
416,57( 163,45: 112,39¢
74,13¢ — —
19,35 — —
(215,48() (218,11¢) (248,23()
1,99¢ (3,11)) (42,82))
(49,629 (39,299 (45,102
5,94 22,57 42,69
(163,67;) (237,95)) (293,46)
78,35¢ (300) 1,557
23,19¢ — —
124,61t 100,47: 89,84¢
86,61: 56,59: 71,81(
12,38¢ 8,42¢ 8,52¢
(4,369 40€ 373
157,12 (72,356 (121,340
259,44 235,80¢ 233,74.
(35,619 (44,290 (25,289
223,82. 191,51¢ 208,45t
(15,219 (23,509 (54,769
$ 208,60 $ 168,01 $ 153,69
$ 12.62 $ 10.2: $ 11.0%
$ 12.4¢ $ 10.1( $ 10.81
16,523,36 16,441,46 13,930,22
16,703,44 16,638,02 14,212,44

See accompanying notes to the consolidated finbsteitements
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ENSTAR GROUP LIMITED

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
For the Years Ended December 31, 2013, 2012 and 201

NET EARNINGS

Other comprehensive income, net of t
Unrealized holding gains on investments arisingrauthe yea

Reclassification adjustment for net realized angkalived gains included in net earnit

Unrealized losses arising during the year, neeofassification adjustme
Decrease (increase) in defined benefit pensioiiitial

Currency translation adjustme
Total other comprehensive lo
Comprehensive incomr

Less comprehensive income attributable to nonctintyanterest
COMPREHENSIVE INCOME ATTRIBUTABLE TO ENSTAF

GROUP LIMITED

2013 2012 2011
(expressed in thousands of U.¢
dollars)

$223,82. $191,51¢ $208,45!
68,11¢ 69,72: 5,39:
(70,657 (73,612 (9,219
(2,536) (3,89)) (3,82))
4,93( (2,467 (3,719
(19,479 3,55¢ (903)
(17,079 (2,796 (8,447)
206,74 188,72: 200,01¢
(8,600) (23,36¢) (54,24/)
$198,14. $165,35¢ $145,77.

See accompanying notes to the consolidated finbsteitements
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ENSTAR GROUP LIMITED

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’

For the Years Ended December 31, 2013, 2012 and 201

Share Capital— Ordinary Shares
Balance, beginning of ye.
Issue of share
Share awards granted/ves

Balance, end of yei

Share Capital— Series A Nor-Voting Convertible Ordinary Shares
Balance, beginning and end of yi

Share Capital— Series C Nor-Voting Convertible Ordinary Shares
Balance, beginning of ye:
Preferred shares convert
Issue of share

Balance, end of ye:

Share Capital— Preference Share:
Balance, beginning of ye.
Issue of share
Shares converte

Balance, end of yei

Treasury Shares
Balance, beginning and end of yi

Additional Paid-in Capital
Balance, beginning of ye:
Equity attributable to Enstar Group Limited on as@iion of Issue of shares and warrants,
Share awards granted/ves
Amortization of equity incentive ple

Balance, end of ye:

Accumulated Other Comprehensive Income Attributableto Enstar Group Limited
Balance, beginning of ye:
Foreign currency translation adjustme
Decrease (increase) in defined benefit pensioiilitial
Net movement in unrealized holding losses on imaests

Balance, end of yei

Retained Earnings
Balance, beginning of ye.
Net earnings attributable to Enstar Group Lim
Balance, end of yei

Noncontrolling Interest
Balance, beginning of ye:
Return of capita
Dividends paic
Net earnings attributable to noncontrolling intére
Foreign currency translation adjustme
Net movement in unrealized holding losses on imaests

Balance, end of yei

* Excludes earnings attributable to redeemable ndnabng interest.

EQUITY
2013 2012 2011
(expressed in thousands of U.S. dollar:
$ 13,750 $ 13,66 $  12,94(
6 43 674
45 44 51
$  13,80¢ $ 13,75: $ 13,66¢
$ 2,97¢ $ 297 $ 297
$ 2,72¢ $ 2,72 $ =
— — 75C
— = 1,97¢
$ 2,72¢ $ 2,72 $ 2,72
$ — $ — $ —
— — 75C
— — (750
$ = $ = $ —
$ (421,559 $ (421,559 $ (421,55)
$ 958,57: $ 956,32 $ 667,90°
65C (872) 284,98:
= 34¢ 77€
2,92¢ 2,771 2,66:
$  962,14! $ 958,57: $ 956,32
$  24,43¢ $  27,09¢ $ 35,01
(13,557 2,20¢ (972)
4,93( (2,46]) (3,71%)
(1,839 (2,40 (3,23))
$  13,97¢ $  24,43¢ $  27,09¢
$ 972,85 $ 804,83t $ 651,14
208,60: 168,01 153,69:
$ 1,181,45 $ 972,85 $ 804,83f
$ 221,47¢ $ 297,34 $ 267,400
— (30,244 (16,20()
(3,90¢) (68,98) (8,100)
11,04¢ 23,50: 54,76¢
(5,91¢6) 1,352 69
(702) (1,489 (589)
$ 222,00( $ 221,47t $ 297,34

See accompanying notes to the consolidated finbsteilements
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OPERATING ACTIVITIES:

ENSTAR GROUP LIMITED

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2013, 2012 and 201

2013

2012

2011

(expressed in thousands of U.S. dollar:

Net earnings $ 223,82. $ 191,51¢ $ 208,45¢
Adjustments to reconcile net earnings to cash flpmesided by operating activitie
Gain on bargain purcha — — (13,10%)
Net realized and unrealized investment gi (18¢) (42,23)) (8,020
Net realized and unrealized gains from other innesits (70,467) (31,379 (1,199
Other items 11,27¢ (765) 1,51¢
Depreciation and amortizatic 1,05¢ 1,46¢ 1,592
Net amortization of premiums and discou 51,50¢ 28,75¢ 25,08t
Net movement of trading securities held on behfaffaticyholders 3,48t 24,22t (6,81¢€)
Sales and maturities of trading securi 2,679,82 2,468,58 1,463,63
Purchases of trading securit (2,713,58) (2,618,02) (2,158,50)
Changes in assets and liabiliti
Reinsurance balances recoverz 430,54: 666,79 238,81t
Funds held by reinsured compar 175,75 (257,509 166,95:
Other asset 155,17 63,95: (28,50¢€)
Losses and loss adjustment exper (706,88() (623,17 (675,109
Policy benefits for life and annuity contra 6,44: — —
Insurance and reinsurance balances pay (165,891) (65,47%) (24,837
Unearned premiun (81,967 — —
Accounts payable and accrued liabilit (22,295 (3,209 (18,307
Other liabilities (31,999 9,11¢ (81,589
Net cash flows used in operating activit (62,38) (187,35() (909,92()
INVESTING ACTIVITIES:
Acquisitions, net of cash acquir (409,56() — (88,50%)
Sales and maturities of availa-for-sale securitie 196,50° 353,91. 445,05:
Purchase of he-to-maturity securitie: (112) — —
Purchase of availat-for-sale securitie (15,739 — —
Maturities of hel-to-maturity securitie: 18,44¢ —
Movement in restricted cash and cash equiva (78,639 73,22¢ 290,20
Purchase of other investme (107,399) (214,55)) (24,787
Redemption of other investmer 28,56¢ 16,83¢ 66,92¢
Other investing activitie 2,132 (789) 3,031
Net cash flows (used in) provided by investing\atiéis (365,789 228,63: 691,92.
FINANCING ACTIVITIES:
Net proceeds from issuance of sh¢ — — 287,37
Distribution of capital to noncontrolling intere — (30,24%) (16,200
Contribution by redeemable noncontrolling intel 96,68¢ — —
Dividends paid to noncontrolling intere (3,909¢) (68,987) (8,100
Receipt of loan: 369,80!( — 274,15(
Repayment of loar (39,509 (134,54) (277,459
Net cash flows provided by (used in) financing\atés 423,07t (233,77 259,76¢
EFFECT OF EXCHANGE RATE CHANGES ON FOREIGN CURREN@ASH AND CASH EQUIVALENTS (5,949 (3,097 9,64¢
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENT (11,049 (195,58, 51,32(
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAF 654,89( 850,47: 799,15
CASH AND CASH EQUIVALENTS, END OF YEAF $ 643,84 $ 654,89 $ 850,47:
Supplemental Cash Flow Information
Net income taxes pa $ 32,11 $ 27,93t $ 64,67¢
Interest paid $ 9,11« $ 9,15¢ $
6,94¢

See accompanying notes to the consolidated finbsteitements
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ENSTAR GROUP LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2013, 2012 and 2011
(Tabular information expressed in thousands of U.Sdollars except share and per share data)

1. DESCRIPTION OF BUSINESS

Enstar Group Limited (“Enstar” or the “Company”) sviormed in August 2001 under the laws of Bermddiee Companys core focus
to acquire and manage insurance and reinsurancpacoes in run-off and portfolios of insurance arthsurance business in roff; and tc
provide management, consulting and other serviz#setinsurance and reinsurance industry.

With the Company’s 2013 acquisitions of the clod¢d®. life and annuity operations of HSBC Holdings (‘Pavonia”), Arder
Reinsurance Company Ltd. (“Arden”) and Atrium Unagters Ltd. (“Atrium”), it now measures the results of its operations lieetfsegment
(i) non-life run-off; (ii) life and annuities; angii) active underwriting. The Company’s non-lifarr-off segment comprises the operations
financial results of those subsidiaries acquiredlie purpose of running off their property anduzdty business, this segment also include
discontinued business of Arden. The Comparijé and annuities is comprised primarily of Paia) which operates a closed block of life
annuity business. The Company’s active underwrisegment is comprised of Atrium and Ardemreinsurance of Atrium. Atrium is
underwriting business at Lloyd’'s of London, whiclamages Syndicate 609 and provides one quarteredafythdicates capital. The syndice
provides insurance and reinsurance on a worldwaédiésb

2.  SIGNIFICANT ACCOUNTING POLICIES
Basis of Preparation
The consolidated financial statements have beguaped in conformity with accounting principles geaily accepted in the United Sts
of America (“U.S. GAAP”).

Certain reclassifications have been made to ther prear reported amounts to conform to the curngdr presentation. The
reclassifications had no impact on net earningsipusly reported.

Basis of Consolidation

The consolidated financial statements include s, liabilities and results of operations of @lanpany as of December 31, 2013
2012 and for the years ended December 31, 2012, 20d 2011. Results of operations for subsidiategpiired are included from the date
their acquisition by the Company. Intercompany $eantions are eliminated on consolidation.

Use of Estimates

The preparation of these consolidated financiakstants requires management to make estimatessanthptions that affect the repol
amount of assets and liabilities and disclosurearftingent assets and liabilities at the date efdbnsolidated financial statements anc
reported amounts of revenues and expenses durmgethorting period. While management believes that amounts included in t
consolidated financial statements reflect its kesdimates and assumptions, actual results couler dibm those estimates. The Company’
principal estimates include, but are not limited to

» reserves for losses and loss adjustment expe

» policy benefits for life and annuity contrac

» reinsurance balances recoverable, including theigioms for uncollectible amount

» otherthar-temporary impairments in the carrying value of &lde-for-sale investment securitie
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ENSTAR GROUP LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (C ontinued)

» valuation of certain other investments that aresuesd using significant unobservable inp
« valuation of goodwill and intangible assets; i
» fair value estimates associated with accountingéguisitions

Significant Accounting Policies
The Company’s significant accounting policies aeeatibed below:

(a) Cash and cash equivalents

The Company considers all highly liquid debt instents purchased with an original maturity of 3 rhenbr less to be cash and ¢
equivalents.

(b) Investments
Short-term investments and fixed maturity investesnen

Shortterm investments comprise investments with a migtgreater than three months but less than onefyear the date of purcha:
Fixed maturities comprise investments with a matwf one year and greater from the date of purehas

Shortterm investments and fixed maturities classifiedrading are carried at fair value, with realized ainrealized holding gains ¢
losses included in net earnings and reported aakted and unrealized gains and losses.

Short-term investments and fixed maturity investtaeassified as held-towaturity securities, which are securities that@wmpany he
the positive intent and ability to hold to maturigre carried at amortized cost. The cost of steort investments and fixed maturities
adjusted for amortization of premiums and accretibdiscounts.

Short-term and fixed maturity investments clasdifess available-fosale are carried at fair value, with unrealizedngaand losst
excluded from net earnings and reported as a depesaponent of accumulated other comprehensiveniac Realized gains and losse:
sales of investments classified as available-fte-aee recognized in the consolidated statemendsiofings.

The costs of shoterm and fixed maturity investments are adjustedamortization of premium or discount, recognizesing the
effective yield method and included in net investin@come. For mortgage-backed and abseked investments, and any other holding
which there is a prepayment risk, prepayment assangare evaluated and revised on a regular basis.

Investment purchases and sales are recorded @uedate basis. Realized gains and losses on the Balgastments are based uj
specific identification of the cost of investments.

Fixed maturity investments classified as availdblesale and held-toaaturity are reviewed quarterly to determine ifytteve sustaine
an impairment of value that is, based on managém@mtgement, considered to be other than tempofémy.process includes reviewing e
fixed maturity investment that is below cost andl) determining if the Company has the intent td $eé fixed maturity investmer
(2) determining if it is more likely than not th&e Company will be required to sell the fixed miagunvestment before its anticipated
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ENSTAR GROUP LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (C ontinued)

recovery; and (3) assessing whether a credit kisssethat is, whether the Company expects treaptiesent value of the cash flows expect
be collected from the fixed maturity investmenteiss than the amortized cost basis of the invedtnervaluating credit losses, the Comg
considers a variety of factors in the assessmerat fdfed maturity investment including: (1) the &@nperiod during which there has be¢
significant decline below cost; (2) the extent loé decline below cost and par; (3) the potentialtfie investment to recover in value; (4
analysis of the financial condition of the issu@j the rating of the issuer; and (6) failure of tksuer of the investment to make schec
interest or principal payments. If management amhe$ an investment is other-than-temporarily ingghi(*‘OTTI"), then the differenc
between the fair value and the amortized cost @fitliestment is presented as an OTTI charge ikdheolidated statements of earnings,
an offset for any noncreditlated loss component of the OTTI charge to begeized in other comprehensive income. Accordinghly the
credit loss component of the OTTI amount would harvémpact on the Company’s earnings.

Equities

Equities are classified as trading and are caatiddir value with realized and unrealized holdgains and losses included in net earr
and reported as net realized and unrealized gahéoases.

Other investments

Other investments include investments in limitedimerships and limited liability companies (coligety “private equities”)and fixec
income, hedge, equity and real estate debt funmeétively “funds”) that carry their investments at fair value. Thaseds are stated at f
value, which ordinarily will be the most recentlgported net asset value as advised by the fund gearm administrator. Many of t
Companys fund investments publish net asset values onilp biasis and provide daily liquidity; others repa@n a monthly basis. Priv:
equities typically report quarterly. The Companyidaes the reported net asset value representsithealue market participants would ap
to an interest in the various private equitiesundis. The change in fair value is included in eetized and unrealized gains on investment:
recognized in net earnings.

(c) Derivative instruments

The Company recognizes all derivatives as eithsetasor liabilities in the consolidated balancesth@nd carries them at the fair valu
the instrument. The Company uses derivative instntsfor purposes of its overall foreign currensk management strategy. Changes ir
value and realized gains or losses on derivatisguments are recorded in net foreign exchangesgaid losses.

(d) Losses and loss adjustment expenses
Non-life run-off

The liability for losses and loss adjustment expsniicludes an amount determined from reportednslaand an amount, based
historical loss experience and industry statistios,losses incurred but not reported determinddgua variety of actuarial methods. Th
estimates are continually reviewed and are nedgssabject to the impact of future changes in éastsuch as claim severity and freque
changes in economic conditions including the impafcinflation, legal developments and changes iniaoattitudes. While managem
believes that the amount is adequate, the ultifieidity may be significantly in excess of, or gethan, the amounts provided. Adjustments
be reflected as part of net increase or reductiolosses and loss adjustment expense liabilitighénperiods in which they become kno
Premium and commission adjustments may be triggkyeithcurred losses and any amounts are recordéeisame period that the rele
incurred loss is recognized.
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Commutations provide an opportunity for the Comptmgxit exposures to entire policies with insuradd reinsureds for an agreed u
payment, or payments, often at a discount to tegipusly estimated ultimate liability. As a resoftexiting all exposures to such policies
advised case reserves and incurred but not rep@iBNR”) reserves relating to the insured or reinsured Amgirated. A commutation
recognized upon the execution of a commutatiomsgleagreement. Following completion of a commutatidi the related balances, includ
insurance and reinsurance balances payable argfeivable, funds held by ceding companies, andesossd loss adjustment expel
(including fair value adjustments and estimated RBNare written off with corresponding gain or lassorded in the net reduction of ultim
losses. A commutation may result in a net gairspegetive of whether the settlement exceeds thesadvdase reserves. Advised case res
are those reserve estimates for a specific losssses reported to the Company by either the brokarsured or reinsured. IBNR reserves
established by the Company at a class of businegxmosure level for claims that have not yet besported to the Company but «
reasonably be expected to have occurred, as wédirabe future development of reported claims. ddnenutation settlement is a negotie
settlement of both the advised case reserves argstimate of the IBNR reserves that relate to tbkcies being commuted. For lat
exposures with a long reporting tail, the estimdés@| of IBNR reserves may be significantly highiean the advised case reserves. In su
instance, the commutation settlement of a blockuah policies may be greater than the advisedreasgves but less than the aggregate «
advised case reserves plus the estimated relat¢id [Bserves, resulting in a total saving to theaiaimg liability.

To the extent possible, all prior historical logsélopment that relates to commuted exposuresnisnalted to produce revised histori
loss development for the remaining non-commutedosupes. The Comparg/ estimates of IBNR reserves are not determinethe
policyholder level but at the aggregate class afrimss or exposure level. Therefore, the Compapg dot typically identify a specific amoi
of IBNR reserves settled with each commutationhBigton an annual basis in the fourth quarterGbmpanys actuaries apply their actua
methodologies to the remaining aggregate exposurésevised historical loss development informatmneassess their estimates of gros:
net ultimate liabilities and required gross and IBNR reserves. Should a commutation that the Campgansiders significant occur in one
the first three quarters, then the Company, in wactjon with its independent actuaries, would eatanthe amount of IBNR that would
associated with the policies being commuted. Iffthancial impact (including release of IBNR) oftkommutation is considered significi
the Company would adjust its estimate of ultimaissland loss adjustment expense liabilities in gharter that the commutation v
concluded. The agreed commutation settlement trded in net losses paid.

To the extent that commuted policies are protetigdeinsurance, then the Company will, on compietidd a commutation with ¢
insured or reinsured, negotiate with the reinsutersontribute their share of the commutation satént. Any amounts received from s
reinsurers will be recorded in net losses paidtaedmpact of any savings or loss on reinsuranceverable on unpaid losses will be inclu
in the actuarial reassessment of net ultimateliisgsi and net IBNR reserves.

Commutations of acquired companies’ exposures tiaveffect of accelerating the payout of claims pared to the probabilityreightec
ranges of actuarially projected cash flows that @wnpany applies when estimating the fair valuesissfets and liabilities at the time
acquisition. Any material acceleration of payowgether with the impact of any material loss resesagings in any period will also accele
the amortization of fair value adjustments in thetiod.

The Company’s insurance and reinsurance subsidiat#® establish provisions for loss adjustmenergps relating to ruoff costs fo
the estimated duration of the roff; which are included in losses and loss adjustregpenses. These provisions are assessed atepacting
date, and provisions relating to future periodsadjeisted to reflect any changes in estimatesep#riodic runeff costs or the duration of t
run-off,
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including the impact of any acceleration of the-offiperiod that may be caused by commutations. iBiavs relating to the current per
together with any adjustment to future roffi-provisions are included in net reduction inimfite loss and loss adjustment expenses i
consolidated statements of earnings.

Active underwriting

The reserve for losses and loss expenses incledesves for unpaid reported losses and for IBNRrves. The reserves for ung
reported losses and loss expenses are establighedrimgement based on reports from brokers, cedimgpanies and insureds and repre:
the estimated ultimate cost of events or conditibias have been reported to, or specifically idatiby the Company. The reserve for incu
but not reported losses and loss expenses is issidhlby management based on actuarially determestichates of ultimate losses and
expenses. Inherent in the estimate of ultimateesnd loss expenses are expected trends in ofsianity and frequency and other fac
which may vary significantly as claims are settld@cordingly, ultimate losses and loss expenses difigr materially from the amour
recorded in the consolidated financial statemenkgse estimates are reviewed regularly and, asrierpe develops and new informai
becomes known, the reserves are adjusted as ngceSsah adjustments, if any, will be recorded @néngs in the period in which th
become known. Prior period development arises fotranges to loss estimates recognized in the cuyesnt that relate to loss resetr
established in previous calendar years.

(e) Reinsurance balances recoverable

Amounts billed to, and due from, reinsurers re$rdim paid movements in the underlying assumed lessirand are calculated
accordance with the terms of the individual reiasige contracts.

Similarly, reinsurance balances recoverable reladeithe Companyg assumed case reserves are calculated by apphgngrms of ar
applicable reinsurance coverage to movements inuttderlying assumed case reserves. The Compagstimate of reinsurance balar
recoverable related to its assumed IBNR reserviec@gnized on a basis consistent with the undeglgssumed IBNR reserves.

The Companys reinsurance balances recoverable are preserttefl a@rovision for uncollectible amounts, refiagtthe amount deem
not collectible due to credit quality, collectionoplems due to location of the reinsurer, contralctlisputes with reinsurers over individ
contentious claims, contract language or coveradgersome other reason.

(f) Retroactive reinsurance and novations

Consideration received for business assumed by affayovation and premiums received on retroactivasigance is recorded in
balance sheet. The difference between the consiidiereceived and liabilities assumed is recordedmintangible asset or liability. Intangi
assets or liabilities are subsequently amortizédguthe interest method over the expected clairttiesgent periods. As changes in estimate
timing or amount of losses and loss adjustment e are recognized, the amortization is adjustedspectively and included in losses
loss adjustment expenses in the period of the eharg

(g) Premium revenue recognition

Premiums written are earned on a pata basis over the period the coverage is provi&sinsurance premiums are recorded a
inception of the policy, are based upon contradierahs and for certain business is estimated bassechderlying contracts or from informat
provided by clients and/or brokers. Changes insigiance premium estimates are expected and maly iresignificant adjustments in futt
periods. These
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estimates change over time as additional informatégarding changes in underlying exposures isidxda Any subsequent differences ari
on such estimates are recorded as premiums witttiére period they are determined.

Insurance premiums are recorded at the inceptidheopolicy and are earned on a pro-rata basistbegperiod of coverage.

Unearned premiums represent the portion of premiamitgen that relate to the unexpired terms of gie in force. Premiums ceded
similarly pro-rated over the period the coveragpravided with the unearned portion being defeaggrepaid reinsurance premiums.

Certain contracts that the Company wrote, priagding into runeff, are retrospectively rated and additional ptemiwill be due shou
losses exceed peetermined, contractual thresholds. These requidstitional premiums are based upon contractualgexnd manageme
judgment is involved with respect to the estimatehe amount of losses that the Company expectseteeded. Additional premiums
recognized at the time loss thresholds specifigtiéncontract are exceeded and are earned oveoteeage period, or are earned immedi:
if the period of risk coverage has passed. Chamgestimates of losses recorded on contracts vdtlitianal premium features will result
changes in additional premiums based on contratguals.

Life and annuities

The Pavonia companies, prior to going into aif}-wrote various U.S. and Canadian life insurarineluding credit life and disabili
insurance, term life insurance, assumed life rearste and annuities. The Pavonia companies willitwoa to recognize premiums on term
insurance, assumed life reinsurance and crediatitedisability insurance.

Premiums from term life insurance, credit life atidability insurance and assumed life reinsuraneeganerally recognized as reve
when due from policyholders. Term life, assumed fé&insurance and credit life and disability pel&cinclude those contracts with fixed
guaranteed premiums and benefits. Benefits andnsggeare matched with such revenue to result irettegnition of profit over the life of tl
contracts.

(h) Premiums Receivable

Premiums receivable represent amounts currently atite amounts not yet due on insurance and reinseirpolicies. Premiums f{
insurance policies are generally due at incep®yemiums for reinsurance policies generally becdme over the period of coverage base
the policy terms. The Company monitors the cradit associated with premiums receivable, taking sunsideration that credit risk is redu
by the Companyg contractual right to offset loss obligations nearned premiums against premiums receivable. Atsaleemed uncollectit
are charged to net earnings in the period theydatermined. Changes in the estimate of premiumtenriwill result in an adjustment
premiums receivable in the period they are detegthirCertain contracts are retrospectively rated @odide for a final adjustment to 1
premium based on the final settlement of all los®emiums receivable on such contracts are adjusised on the estimate of losses
Company expects to incur, and are not consideredidtil all losses are settled.

(i) Policy Benefits for Life and Annuity Contracts

The Company’s policy benefits for life and annuityntracts (“policy benefits"are calculated using standard actuarial technigume
cash flow models in accordance with the Financietdunting Standards Board (“FASB”) Accounting Stami$ Codification (“ASC")944
Financial Services — Insurance. The
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Company establishes and maintains its policy bemeti a level that the Company estimates will, wteken together with future premil
payments and investment income expected to be @ameassociated premiums, be sufficient to supglbftiture cash flow benefit obligatio
and third party servicing obligations as they beegrayable. The Company reviews its policy beneétgilarly and performs loss recognil
testing based upon cash flow projections.

Since the development of the policy benefits issbaspon cash flow projection models, the Compankesa@stimates and assumpti
based on experience and industry mortality tabtesyevity and morbidity rates, lapse rates, expermsel investment experience, includir
provision for adverse deviation. The assumptiorsius determine policy benefits are determinet@iriception of the contracts, reviewed
adjusted at the point of acquisition, as requised] are lockedh throughout the life of the contract unless anmiten deficiency develops. T
assumptions are reviewed no less than annuallyaamdinlocked if they would result in a material e reserve change. The Comj
establishes these estimates based upon transapteific historical experience, information prowddey the ceding company for the assu
business and industry experience. Actual resultddcdiffer materially from these estimates. As theerience on the contracts emerges
assumptions are reviewed by management. The Congeteymines whether actual and anticipated expegiémdicates that existing poli
benefits, together with the present value of futgiress premiums, are sufficient to cover the presatue of future benefits, settlement
maintenance costs and to recover unamortized atiqui€osts. If such a review indicates that pollmgnefits should be greater than tt
currently held, then the locked-in assumptionsravésed and a charge for policy benefits is recogphiat that time.

Because of the many assumptions and estimatesrussthblishing policy benefits and the loegm nature of the contracts, the reser
process, while based on actuarial techniqueshiréntly uncertain.

(j) Redeemable noncontrolling interest

In connection with the acquisitions of Arden andidw, and with the proposed acquisition of Torusuance Holdings Limite
(“Torus™), (as described in Note 3, Aequisitions) certain subsidiaries have issued iirissue shares to a noncontrolling interest. Ehglsare
provide certain redemption rights to the holderjoihmay be settled in the Company’s own sharesashcat the Compars/'option. Th
Company classifies redeemable noncontrolling istevdth redemption features that are not solehhimithe control of the Company witt
temporary equity in its consolidated balance sheats carries them at the redemption value, whicfaiisvalue. The Company recogni
changes in the fair value that exceed the carryalge of redeemable noncontrolling interest throwgthined earnings as if the balance ¢
date were also the redemption date. For a desumipfithe redemption rights refer to Note 3 — Aaifinns.

(k) Fees and commission income

Fixed fee income is recognized in accordance withterm of the Company’s third-party managemeneagents. Timéased fees a
recognized as services are provided. Sucbased fees are recognized when all of the conahotguirements specified in the agreemen
met. Profit commissions are recorded on an acchadss, and are earned in line with the annualwatary results of the syndicate manage
Atrium.

() Foreign exchange

The reporting currency of the Company is the U@lad Assets and liabilities of entities whose dtianal currency is not the U.S. do
are translated at period end exchange rates. Reariexpenses of such foreign
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entities are translated at average exchange rat@ggdhe year. The effect of the currency tramstaadjustments for these foreign entitie
included in accumulated other comprehensive income.

Other foreign currency assets and liabilities @ considered monetary items are translated diaege rates in effect at the bale
sheet date. Foreign currency revenues and expemsesanslated at transaction date exchange ratese exchange gains and losse:
included in the determination of net earnings.

(m) Earnings per share

Basic earnings per share is based on the weightexhge number of ordinary shares outstanding actu@as any dilutive effects
warrants, options and convertible securities. Bilueéarnings per share is based on the weightedgez@umber of ordinary and ordinary sl
equivalents outstanding calculated using the tmyasiock method for all potentially dilutive sedigs. When the effect of dilutive securil
would be anti-dilutive, these securities are exetlitom the calculation of diluted earnings persha

(n) Acquisitions

The Company uses the purchase method in accoulatirerquisitions. The difference between the falue of net assets acquired
purchase price is recorded as goodwill or negagoedwill.

The purchase method of accounting requires thaddhairer record the assets and liabilities acquatetheir estimated fair value. The
values of each of the reinsurance assets anditiebicquired are derived from probabiliteighted ranges of the associated projected
flows, based on actuarially prepared informatiod amnagement’s strategy. The Company’s run-oftessg as well as that of other rofff
market participants, is expected to be differeairfithe sellers as generally sellers are not speeihin running off insurance and reinsure
liabilities whereas the Company and other markgigipants do specialize in such run-offs.

The key assumptions used by the Company and, iévasl, by other ruweff market participants in the fair valuation ofgaidrec
companies are (i) the projected payout, timing ambunt of claims liabilities; (ii) the related peofed timing and amount of reinsura
collections; (iii) a riskfree discount rate, which is applied to determhmee pgresent value of the future cash flows; (iv)@ékmated unallocat
loss adjustment expenses to be incurred overfeheflithe run-off; (v) the impact of any accelethten-off strategy; and (vi) an appropriate 1
margin.

The difference between the original carrying vabfieeinsurance liabilities and reinsurance asseqsiieed at the date of acquisition :
their fair value is recorded as an intangible asseither liability, which the Company refers tothe fair value adjustment (“FVA”)The FVA
is amortized over the estimated payout period ¢dtanding losses and loss expenses acquired. Texthat the actual payout experience i
the acquisition is materially faster or slower traanicipated at the time of the acquisition, thisran adjustment to the estimated ultimate
reserves, or there are changes in bad debt prasisioin estimates of future rwif costs following accelerated payouts, then theuizatior
of the FVA is adjusted to reflect such changes.

(o) Goodwill

Gooduwill represents the excess of the purchase mmer the fair value of the net assets acquiréd Tompany performs an ini
valuation of its goodwill assets and assesses gdloftw impairment on an annual basis. If, as aute®f the assessment, the Comg
determines the value of its goodwill asset is imgrhi goodwill is written down in the period in whithe determination is made. No impairn
has been recorded as a result of the assessment.
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(p) Intangible Assets

Intangible assets represent the fair value adjusisneslated to unpaid losses and loss expens@surance balances recoverable
policy benefits for life and annuity contracts ajowith the fair values of Lloyd syndicate capacity, customer relationships, mamag
contract and brand arising from the acquisitiorAtfum. Definitedived intangible assets are amortized over the#fuldives. The Compat
recognizes the amortization of all intangible assetthe consolidated statement of earnings. Inidtefiived intangible assets are not subje:
amortization. The carrying values of intangibleetssare reviewed for indicators of impairment orleaist an annual basis. Impairmer
recognized if the carrying values of the intangibksets are not recoverable from their undiscouotesth flows and are measured as
difference between the carrying value and thevaliue.

(q) Share-based compensation

Share-based payment awards settled in ordinargskae recorded in additional pandeapital. The fair value of the award is meas.at
the grant date and expensed over the vesting period

(r) Income taxes

Certain subsidiaries and branches of the Compaayatgin jurisdictions where they are subject t@tian. Current and deferred inco
taxes are charged or credited to net income, areitain cases, to accumulated other compreheimsieene, based upon enacted tax laws
rates applicable in the relevant jurisdiction ie fieriod in which the tax becomes accruable orzazlk. Deferred income taxes are prov
for all temporary differences between the basesssfets and liabilities used in the financial statets and those used in the var
jurisdictional tax returns. When managen’s assessment indicates that it is more likely thatinthat deferred income tax assets will nc
realized, a valuation allowance is recorded agaimestieferred tax assets.

The Company recognizes a tax benefit relating twettain tax positions only where the position isrenlikely than not to be sustair
assuming examination by tax authorities. A liabili recognized for any tax benefit (along with amgrest and penalty, if applicable) clair
in a tax return in excess of the amount alloweddorecognized in the financial statements under. BSAP. Any changes in amou
recognized are recorded in the period in which @reydetermined.

New Accounting Standards Adopted in 2013
ASU 2011-11, Disclosures About Offsetting AssedsLaabilities

In December 2011, the FASB issued new disclosugeiimements regarding the nature of an ergtityights of setoff and relat
arrangements associated with its financial instmisiand derivative instruments. The new disclosareslesigned to make financial staterr
that are prepared under U.S. GAAP more comparablindse prepared under International Financial Rejp Standards. The Compe
adopted the amended guidance effective Januar@1i3.2rhe adoption of the guidance did not have tenah impact on the consolida
financial statements.

ASU 2013-02, Presentation of ltems Reclassifieah ff@cumulated Other Comprehensive Income

In February 2013, the FASB issued new disclosugeiirements for items reclassified from accumulatéiter comprehensive incor
This guidance requires entities to disclose innglsi location (either on the face of the finangtdtement that reports net earnings or ir
notes) the effects of reclassification out of acalated other comprehensive income. The Companytaddpis guidance effective Januar
2013. The adoption of the guidance did not haveaterial impact on the consolidated financial statets.
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Recently Issued Accounting Pronouncements Not Ydbpted

ASU 2013t1 Presentation of an Unrecognized Tax Benefit WhRet Operating Loss Carryforward, a Similar Taosk, or a Tax Cred
Carryforward Exists

In July 2013, the FASB issued ASU No. 201B-Presentation of an Unrecognized Tax Benefit Wdndlet Operating Loss Carryforwe
a Similar Tax Loss, or a Tax Credit Carryforwardgx (“ASU 2013-11"). The objective of ASU 2013-is to improve the financial statem
presentation of an unrecognized tax benefit whaetaoperating loss carryforward, a similar tax Jagsa tax credit carryforward exists. A
2013411 seeks to reduce the diversity in practice byiping guidance on the presentation of unrecognizedbenefits to better reflect 1
manner in which an entity would settle at the répgrdate any additional income taxes that woutidiitsfrom the disallowance of a tax posit
when net operating loss carryforwards, similar l@sses, or tax credit carryforwards exist. ASU 2Q13is effective for annual and intel
reporting periods beginning after December 15, 204ith both early adoption and retrospective amplan permitted. The Company
currently evaluating the impact of this guidancayhver, it is not expected to have a material impacdhe Companyg consolidated stateme
of operations and financial position.

3. ACQUISITIONS
2014
Torus Insurance Holdings Limited
Amalgamation Agreement

On July 8, 2013, the Company, Veranda Holdings(tN@randa”),an entity in which the Company owns an indirect G@%rest throug
its 60% interest in Bayshore Holdings Limited (“Bagre”), Hudson Securityholders Representative LLC and Tdéngsirance Holding
Limited (“Torus”) entered into an Agreement andrPtH Amalgamation (the “Amalgamation AgreemenfThe Amalgamation Agreeme
provides for the amalgamation (the “Amalgamatioof)Veranda and Torus (the combined entity, the “Agamated Company”)Torus is i
global specialty insurer and holding company ofwgholly-owned insurance vehicles, including two ydiés syndicates, one of which is in run-
off.

The purchase price for the Amalgamation is appraxaty $692.0 million and will be paid half in caahd half in the Company’stock
The Company and Kenmare Holdings Ltd. (its whollyaed subsidiary) (“Kenmareill contribute to Bayshore, the parent compan
Veranda, approximately $69.2 million in cash an6l12,346 shares of the Company (which will consfsa @ombination of voting ordina
shares, par value $1.00 per share (the “Votingrargi Shares”) and newly-created Series B convertibhvoting preference shares, par vi
$1.00 per share (the “Non-Voting Preferred Shajéa"gxchange for a 60% interest in Bayshore. Tridént.P., Trident V Parallel Fund, L.
and Trident V Professionals Fund, L.P. (collectryéTrident”) will contribute to Bayshore approximately $276.8limm in cash in exchang
for a 40% interest in Bayshore. Bayshore will usdontributed funds and shares to pay the purgivasefor the Amalgamation.

The number of shares to be issued by the Compdiiweis and was determined by reference to an aguped value per share under
Amalgamation Agreement of $132.448, which was therage closing price of the Voting Ordinary Sharesr the 20 trading days prior to
date of signing of the Amalgamation Agreement. fihal purchase price for the Amalgamation cannotetrmined until closing because
overall value of the stock component will be an antoequal to the price of the Compamy/oting Ordinary Shares on the closing
multiplied by the fixed number of shares that vibi# issued. Following the Amalgamation, the Compang Trident will continue to ow
respectively, a 60% and 40% indirect interest eAlmalgamated Company through their ownership gisBare.
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Completion of the Amalgamation is conditioned amoag other things, governmental and regulatory amis and satisfaction of varic
customary closing conditions. The transaction {geexed to close in the first quarter of 2014.

Stock Issuance

FR XI Offshore AlV, L.P., First Reserve Fund XII,R., FR XII A Parallel Vehicle L.P. and FR Torus-Bwestment, L.P. (collectivel
“First Reserve”) will receive Voting Ordinary ShareNonVoting Preferred Shares and cash consideratiohdartransaction. In the event t
the number of Voting Ordinary Shares deliverableFist Reserve at the closing of the Amalgamatiayuld cause First Reserve, as
immediately after such closing, to beneficially owating Ordinary Shares that constitute more th&@¥®of the voting power of all shares
the Company, then the Company will issue to FissdRve, at the closing, the total number of shafdsting Ordinary Shares represen
9.5% of the voting power of all shares of the Compas of immediately after the closing and Néoting Preferred Shares representing
remainder of the shares that First Reserve islemtib under the Amalgamation Agreement. Corsaécgty Investors, L.P. (“Corsairiill
receive both Voting Ordinary Shares and cash censihn in the transaction. The remaining Torugedalders will receive all cash. A:
result of the Amalgamation, First Reserve will igeeapproximately 9.5% and 11.5%, respectivelythef Companys Voting Ordinary Shar
and outstanding share capital and Corsair will ivecapproximately 2.5% and 2.1%, respectively,hif €Companys Voting Ordinary Shar
and outstanding share capital.

The Company and First Reserve will enter into ar&halder Rights Agreement at the closing of the Ryaaation, under which tl
Company has agreed that First Reserve will haveighe to designate one representative to the CoyipaBoard of Directors. This designat
right terminates if First Reserve ceases to beiadlficown at least 75% of the total number of Vgti@rdinary Shares and Naroting Preferre
Shares acquired by it under the Amalgamation Agesgm

The Company will also enter into a RegistrationtiggAgreement with First Reserve and Corsair attbsing of the Amalgamation tt
provides First Reserve and Corsair with certaihtédo cause the Company to register under therfiestAct of 1933, as amended (the “Agt”
the Voting Ordinary Shares (including the Votingdary Shares into which the Nafeting Preferred Shares may convert) issued putsio
the Amalgamation and any securities issued by th@gany in connection with the foregoing by way csheare dividend or share split ol
connection with any recapitalization, reclassifigator similar reorganization (the foregoing, cotleely, “Registrable Securities”’Pursuant t
the Registration Rights Agreement, the Company Hilesa resale shelf registration statement for Regjistrable Securities within 20 busir
days after the closing of the Amalgamation. In &ddj at any time following the simionth anniversary of the closing of the Amalganma
First Reserve will be entitled to make three writtequests for the Company to register all or aay pf the Registrable Securities under
Act, subject to certain exceptions and conditiogisferth in the Registration Rights Agreement. @arsvill have the right to make one si
request. First Reserve and Corsair will also bentgah “piggyback” registration rights with respeotthe Companyg registration of Votin
Ordinary Shares for its own account or for the act@f one or more of its securityholders.

Trident Co-investment in Torus

In connection with the Amalgamation Agreement, @@mpany, Kenmare and Trident entered into an lovesAgreement on July
2013 governing their investments in Bayshore, aedriare and Trident entered into individual equiiynmitment letters obligating each
fund its respective portion of the purchase praretie Amalgamation noted above. Completion of Karets and Triden$ funding obligatior
is conditioned on,
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among other things, the satisfaction of certaind@tioms tied directly to the satisfaction of thesihg conditions under the Amalgama
Agreement.

Upon the funding of the equity commitments at thesiog of the Amalgamation, Kenmare and Tridentehagreed to enter intc
Shareholders’ Agreement (the “Bayshore Sharehdldeneement”). Among other things, the Bayshore i8halders’Agreement will provid
that Kenmare would appoint three members to thesBarg board of directors and Trident would apptit members.

The Bayshore Shareholders’ Agreement includes eyiar period during which neither party can transterownership interest
Bayshore to a third party (the “Restricted Perio&tllowing the Restricted Period: (i) each party tmféer the other party the right to buy
shares before the shares are offered to a thitgh;dd@y Kenmare can require Trident to participaiea sale of Bayshore to a third party as
as Kenmare owns 55% of Bayshore; (iii) each pasy the right to be included on a pro rata bas&niy sales made by the other party;
(iv) each party has the right to buy its pro rdtare of any new securities issued by Bayshore.

During the 90day period following the fifth anniversary of théosing of the Amalgamation, and at any time follogithe seven
anniversary of such closing, Kenmare would haverigitet to redeem Triderd’shares in Bayshore at their then fair marketejalthich wouli
be payable in cash. Following the seventh annivegrshthe closing, Trident would have the rightremuire Kenmare to purchase Trident’
shares for their then current fair market valuejcwiKenmare would have the option to pay eithecash or by delivering the Compasy’
ordinary voting shares.

Trident is a holder of approximately 9.7% of then@anys ordinary shares. James D. Carey, a member amar sgimcipal of Ston
Point Capital LLC (the Manager of Trident), is amlger of the Compang’Board of Directors. Refer to Note 19 for inforinatregarding th
Company’s other transactions with Trident and fifiti@es.

2013
Atrium

On November 25, 2013, Kenmare, the Company’s whkmNyed subsidiary, together with Trident, completieel acquisition of Atriun
The purchaser of Atrium, Northshore Holdings Lirditg¢Northshore”),is 60% owned by Kenmare and 40% owned by Tridetriud is ar
underwriting business at Lloyd’'s of London that rages Syndicate 609 (“S609”) and provides approxipaine quarter of the syndicate’
capital. Atrium specializes in accident and headtfiation, marine property, nanarine property, professional liability, propertydacasualt
binding authorities, reinsurance, upstream enewgy,and terrorism insurance, cargo and fine art.

The purchase price for Atrium was $158.0 milliorertthare$ portion of the purchase price was $94.8 milliand was financed |
borrowings under the Company’s revolving crediilfge

The purchase price and net assets acquired atalaie are as follows:

Purchase pric $158,00(
Net assets acquired at fair va $119,15.
Excess of purchase price over fair value of nettasacquire! $ 38,84¢

The purchase price was allocated to the acquireetagand liabilities of Atrium based on estimataid ¥alues at the acquisition date.
Company recognized goodwill of $38.8 million, allvehich was recorded
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within the active underwriting segment and is hbtttable primarily to Atriuns assembled workforce. The Company also recogrimkfinite
lived intangible assets of $63.0 million and ottefinite lived intangible assets of $27.0 million.

The Company has not completed the process of detiegnthe fair value of the intangible assets acepliand deferred taxes. Th
valuations will be completed within the measuremaatiod, which cannot exceed 12 months from thauiaiepn date. As a result, the {
value recorded for these items is a provisionairege and may be subject to adjustment. Once cdethlany adjustments resulting from
valuations may impact the individual amounts reedrtbr assets acquired and liabilities assumediefisas the residual goodwill.

The following table summarizes the provisional fatues of the assets acquired and liabilitiesragslat the acquisition date.

ASSETS
Shor-term investments, availal-for-sale, at fair valu $ 33,53t
Shor-term investments, trading, at fair val 12,52¢
Fixed maturities, availak-for-sale, at fair valu 156,14.
Fixed maturities, trading, at fair vali 10,75!
Total investment 212,95.
Cash and cash equivalel 44,84:
Restricted cash and cash equivalt 12,30¢
Premiums receivabl 41,85t
Reinsurance balances recoverz 32,37t
Deferred premiun 26,224
Funds withhelc 19,57¢
Intangibles 90,00(
Other asset 7,971
TOTAL ASSETS 488,11
LIABILITIES
Losses and loss adjustment expel 216,31¢
Insurance and reinsurance balances pay 20,83«
Unearned premiur 42,73¢
Deferred taxe 39,74(
Other liabilities 49,32¢
TOTAL LIABILITIES 368,95¢
NET ASSETS ACQUIRED AT FAIR VALUE 119,15:
Goodwill 38,84¢
ACQUISITION DATE FAIR VALUE $158,00(

The net unearned premiums acquired include a deeref$16.7 million to adjust net unearned premitangair value. This fair valt
adjustment is included within unearned premiumghenconsolidated balance sheet. This amount wikiiertized to acquisition costs in
consolidated statements of earnings and compreleimgiome over the next two years. The amortizagipproximates the amount of Atriusn’
deferred acquisition costs that would have beeoagm®ized as acquisition costs had they not beervéiired under acquisition accounting. A
December 31, 2013, the remaining balance of thevédile adjustment was $16.7 million.
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The following table summarizes the provisional ng#le assets recorded in connection with the aitijm:

Economic

Amount Useful Life
Syndicate capacity $32,90( Indefinite
Management contra 30,10( Indefinite
Distribution channe 20,00( 15 Years
Brand 7,00( 10 years

Intangible assets as of the acquisition « $90,00(

The fair value of the Lloyd’'s syndicate capacityswastimated using the multi-period exceasnings method, a form of the incc
approach. Lloyd’s syndicate capacity representtuftis authorized premium income limit to write imance business in the Lloygmarket
Atrium’s proportionate share of S609, (the syndicdirough which it conducts its Lloygloperations) is approximately 25%. The capac
renewed annually at no cost to the Company but beafreely purchased or sold, subject to Li@ydpproval. The ability to write insurai
business within the syndicate capacity is indediniith the premium income limit being set annudlly the Company, subject to Lloyd’
approval.

Atrium provides underwriting, actuarial and suppedrvices to S609 pursuant to a management conffhet fair value of tr
management contract was estimated using the inapm®ach.

Distribution channels represent broker relationshgmd the network of insurance companies througichwitrium conducts i
operations. The fair value of Atriusidistribution channel was estimated using therimeapproach. Critical inputs into the valuation elddr
customer relationships and broker relationshipBide estimates of expected premium and attritidestaand discounting at a weighted ave
cost of capital. Brand represents the intangibéetielated to the name and was valued using tloenia approach.

From the date of acquisition to December 31, 2@48,Company earned premiums of $10.7 million, rdedrlosses incurred of $
million on those earned premiums, and recorded B®&I®n in net earnings related to Atrium in itercsolidated statement of earnings.

Arden

On September 9, 2013, Kenmare, the Company’s wiosliyed subsidiary, together with Trident, completieel acquisition of Arde
Northshore, the purchaser of Arden, is 60% ownedkéymare and 40% owned by Trident. Arden is a Bela-based reinsurance compi
that provides reinsurance to Atrium and is curseintlthe process of running off certain other digttmued businesses.

Results related to Arden’s reinsurance to Atrium iacluded within the Comparg/active underwriting segment, while results relat
Arden’s discontinued business are included withen@ompany’s non-life run-off segment.

The purchase price for Arden was $79.6 million. ianes portion of the purchase price was $47.8 milliand was financed |
borrowings under the Company’s revolving crediilfac

Purchase pric $79,60(
Net assets acquired at fair va $79,60(
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The following summarizes the estimated fair valokthe assets acquired and the liabilities assusseaf the date of acquisition:

Active Non-life
Underwriting Run-off Total

ASSETS
Shor-term investments, trading, at fair val $ 16,34( $ 12,51: $ 28,85.
Fixed maturities, trading, at fair vali 9,351 46,07, 55,42¢
Other investment — 2,861 2,861

Total investment 25,69: 61,45¢ 87,14%
Cash and cash equivalel — 23,031 23,031
Restricted cash and cash equivalt 10,21: 21,59¢ 31,81:
Premiums receivabl 74,45: 49,76¢ 124,22:
Reinsurance balances recovere — 354,81( 354,81(
Other asset — 12,01¢ 12,01¢
TOTAL ASSETS 110,35¢ 522,68 633,04
LIABILITIES
Losses and loss adjustment expel 56,16( 427,56 483,72
Insurance and reinsurance balances pay — 59,30¢ 59,30¢
Unearned premiur — 10,41: 10,41:
TOTAL LIABILITIES 56,16( 497,28: 553,44:
NET ASSETS ACQUIRED AT FAIR VALUE $ 54,19¢ $ 25,40¢ $ 79,60(

From the date of acquisition to December 31, 2@8,Company earned premiums of $21.3 million, réedrlosses incurred of $1
million on those earned premiums, and recorded B8ll®n in net earnings related to Arden in it:isolidated statement of earnings.

Pavonia

On March 31, 2013, the Company and its wholyaed subsidiary, Pavonia Holdings (US), Inc., clatgul the acquisition of all of t
shares of Household Life Insurance Company of Datew(*"HLIC DE”) and HSBC Insurance Company of Detagv (‘HSBC DE”)from
Household Insurance Group Holding Company, a sidrgiccf HSBC Holdings plc. HLIC DE and HSBC DE dreth Delawaredomicilec
insurers in run-off. HLIC DE owns three other insusr domiciled in Michigan, New York, and Arizonahieh are also in ruff (collectively
with HLIC DE and HSBC DE, the “Pavonia companie§he aggregate cash purchase price was $155.6 mihd was financed in part b
drawing of $55.7 million under the Compasyevolving credit facility. The Pavonia companigste various U.S. and Canadian life insura
including credit life and disability insurance,refife insurance, assumed life reinsurance anditieau

The purchase price and fair value of the assetsihjin the Pavonia acquisition were as follows:

Purchase pric $155,56¢
Net assets acquired at fair va $155,56:
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The following summarizes the estimated fair valokthe assets acquired and the liabilities assusseaf the date of acquisition:

ASSETS
Shor-term investments, trading, at fair val $ 40,40¢
Shor-term investments, he-to-maturity, at fair value 10,26¢
Fixed maturities, trading, at fair vall 329,98!
Fixed maturities, he-to-maturity, at fair valug 876,47
Total investment 1,257,13
Cash and cash equivalel 81,84¢
Accrued interest receivab 15,18t
Funds held by reinsured compar 47,76
Other asset 59,00z
TOTAL ASSETS 1,460,92i
LIABILITIES
Policyholder benefits for life and annuity contis 1,255,63
Reinsurance balances paya 39,47
Unearned premiur 5,61¢
Other liabilities 4,63t
TOTAL LIABILITIES 1,305,36:
NET ASSETS ACQUIRED AT FAIR VALUE $ 155,56«

As of March 31, 2013, the date of acquisition o fhavonia companies, all of the companies weresreith runeoff or, immediatel
following the acquisition, were placed into roff; and accordingly are no longer writing any newlicies. The Pavonia companies '
continue to collect premiums in relation to the xpieed policies assumed on acquisition.

For the period from the date of the acquisitiobcember 31, 2013, the Company had earned preno@i$®2.2 million, recorded lif
and annuity benefits and acquisition costs of $88ilion on those earned premiums, and recorded 88llion in net earnings related to
Pavonia companies in its consolidated statemeeaofings.

SeaBright

On February 7, 2013, the Company completed itsiaitiqun of SeaBright, through the merger of itsinedt, wholly-owned subsidiar
AML Acquisition, Corp. (“AML Acquisition”), with aml into SeaBright (the “Merger”), with SeaBright siving the Merger as the Compasy’
indirect, wholly-owned subsidiary. SeaBright owreaBright Insurance Company, an lllinaiemiciled insurer that is commercially domici
in California, which wrote direct worker€ompensation business. The aggregate cash purphiasepaid by the Company for all eqt
securities of SeaBright was approximately $252.lliani which was funded in part with $111.0 millidrorrowed under a fourear term loa
facility provided by National Australia Bank (“NAB’and Barclays Bank PLC.

Immediately following the acquisition, SeaBright svplaced into rumff, and accordingly is no longer writing new inance policie:
Since its acquisition, SeaBright had renewed exgimsurance policies when it was obligated to @b\ regulators, but has received apprc
from all states relieving it of this obligation tenew any further policies.
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The purchase price and fair value of the assetsiehjin the SeaBright acquisition were as follows:

Purchase pric $252,09:
Net assets acquired at fair va $252,09:

The following summarizes the estimated fair valokthe assets acquired and the liabilities assusseaf the date of acquisition:

ASSETS

Shor-term investments, trading, at fair val $ 25,17
Fixed maturities, trading, at fair vali 683,78(
Total investment 708,95:
Cash and cash equivalel 41,84¢
Accrued interest receivab 6,34
Premiums receivabl 112,51(
Reinsurance balances recovere 117,46:
Other asset 4,51¢
TOTAL ASSETS 991,62¢
LIABILITIES

Losses and loss adjustment expet 592,77:
Unearned premiur 93,89:
Loans payabl 12,00(
Insurance balances paya 3,24:
Other liabilities 37,62
TOTAL LIABILITIES 739,53
NET ASSETS ACQUIRED AT FAIR VALUE $252,09:

The net unearned premiums acquired include a deerea$l4.4 million to adjust net unearned premitonfair value. This fair valt
adjustment is included within unearned premiumshenconsolidated balance sheet. This amount hasadmuertized to acquisition costs in
consolidated statements of earnings during 2018.darhortization approximates the amount of SeaBsgieferred acquisition costs that wc
have been recognized as acquisition costs hadnbielgeen fair valued under acquisition accountikgat December 31, 2013, this fair ve
adjustment was fully amortized.

Gross and net premiums written by SeaBright from dlate of the acquisition to December 31, 2013&dt$17.8 million and $9
million, respectively. Because SeaBrighéxit from the mandatory renewal process was apgrahe Company expects that SeaBright wi
longer generate premiums written other than forllsatjustments related to premium audits and ratestent premiums on previously writ
policies.

From the date of acquisition to December 31, 2ah8, Company earned premiums of $112.8 million, rded losses incurred a
acquisition costs of $86.6 million on those earpeeimiums, and recorded $3.5 million in net lossdated to SeaBright in its consolids
statement of earnings.

Pro Forma Financial Information — Atrium, Arden andthe Pavonia companies (Unaudited)

The following pro forma condensed combined statanoérearnings for the years ended December 31, 2032012 combines t
historical consolidated statements of earningh@f@ompany (inclusive of those of
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SeaBright since its acquisition on February 7, 204i8h those of Atrium, Arden and Pavonia, givinffeet to the business combinations
related transactions of Atrium, Arden and Pavorsaifahey had occurred on January 1, 2013 and 28dshectively. For the year en
December 31, 2013, the results shown for Atriungefrand Pavonia represent their results from Jgriyd013 to the respective date of €
acquisition. The results for Atrium, Arden and Paiagpost-acquisition are included in the resulmmifor the Company.

The pro forma financial information presented beisvior informational purposes only and is not reseeily indicative of the results
operations that would have been achieved if theiaitipns of Atrium, Arden and the Pavonia compartiad taken place on January 1, 20:
2012, respectively.

Unaudited
Enstar Group Enstar Group
Pro forma Limited - Pro
Twelve Months Ended December 31, 201 Limited Atrium Arden Pavonia Adjustments Forma
Total income $ 416,57 $91,12¢ $ 15,91 $ 48,27 $ = $ 571,88.
Total expense (192,749 (68,545 (18,787 (48,099 (9,53)) (337,70)
Noncontrolling interes (15,219 — — (7,170 (22,389
Net earning: $ 208,60« $ 22,58: $(2877) $ 181 $ (16,70) $ 211,79
Net earnings per ordina
share—basic $ 12.8:
Net earnings per ordina
share—diluted $ 12.6¢
Weighted average ordinary shares outstanding -
basic 16,523,36
Weighted average ordinary shares outstanding —
diluted 16,703,44

Summary of the Pro Forma Adjustments to the Pro Foma Condensed Combined Statement of Earnings for thEwelve Months
Ended December 31, 2013 (Unaudited):

Unaudited
Expenses Atrium Arden Pavonia Total
(i) Adjustment to interest expense to reflect the faiag costs of the acquisition for
the yeal $(3,105)  $(1,111) $ (442  $(4,659
(i) Adjustment to recognize amortization of definiteelil intangible asse (2,039 (21¢) (2,82 (5,076

(i) Net adjustment related to the unlocking and reassest of the actuarial estima
of the business acquirt — — (2,16€) (2,16€)
(iv)  Adjustment to income taxes for pro forma adjustra 467 — 1,902 2,36¢

$(4,677)  $(1,329 $(3,53)  $(9,53))
(v) Adjustment to noncontrolling interest for pro formdjustment: $(8,406€) $1,23¢ $ — $(7,170)
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Unaudited
Enstar Group Enstar Group
Pro forma Limited - Pro
Twelve Months Ended December 31, 201 Limited Atrium Arden Pavonia Adjustments Forma
Total income $ 163,45 $ 82,34 $ 199,93¢ $ 280,22 $ = $ 725,96.
Total expense 28,06¢ (52,277 (108,18) (267,98)) (21,855 (422,23:)
Noncontrolling interes (23,507) — — — (47,979 (71,477
Net earnings $ 168,01° $ 30,06¢ $ 91,75 $ 12,24« $ (69,82¢) $ 232,25!
Net earnings per ordinary she— basic $ 14.1%
Net earnings per ordina
share— diluted $ 13.9¢
Weighted average ordinary shares outstandin
basic 16,441,46
Weighted average ordinary shares outstanding —
diluted 16,638,02

Summary of the Pro Forma Adjustments to the Pro Foma Condensed Combined Statement of Earnings for thEwelve Months
Ended December 31, 2012 (Unaudited):

Unaudited
Expenses Atrium Arden Pavonia Total
(i) Adjustment to interest expense to reflect the faiag costs of the acquisitior
for the yeal $(368) $(1,859) $(2,227) $ (7,766
(i) Adjustment to recognize amortization of definiteelil intangible asse (2,039 (327) (11,300 (13,660)
(i) Net adjustment related to the unlocking and reassest of the actuarii
estimates of the business acqui — — (8,669 (8,664
(iv)  Adjustment to income taxes for pro forma adjustra 46€ — 7,767 8,23¢
$ (5,250) $ (2,18)) $(14,42)) $(21,85%)
(v) Adjustment to noncontrolling interest for pro formdjustment: $(11,400) $(36,577) $ — $(47,977)
2011
Clarendon

On July 12, 2011, the Company, through its whollyned subsidiary, Clarendon Holdings, Inc., congaahe acquisition of 100% of 1
shares of Clarendon National Insurance Companya&idon”) from Clarendon Insurance Group, Inc., an affiliafe Hannover R
(“Hannover”). Clarendon is a New Jersey-domicilasuirer that is in ruff. Clarendon owns three other insurers, two ddeddn New Jerse
and one domiciled in Florida, that are also in afin-The purchase price was $219.1 million and ¥iganced in part by $106.5 million unde
four-year term loan facility provided by NAB ancethremainder from available cash on hand.
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In addition, on July 12, 2011, the Company, throutghwholly-owned subsidiary, Fitzwilliam Insurant¢émited (“Fitzwilliam”), in
connection with the acquisition of Clarendon, esdieinto a reinsurance agreement with Hannover, lwpiovides adverse development ct
(*ADC") to Clarendon to reinsure Hannover for the first.$8@illion of the ADC. The Company provided a paedmguarantee to Hannovel
the amount of $80.0 million supporting the obligas of Fitzwilliam.

The purchase price and fair value of the assetsi@thin the Clarendon acquisition were as follows:

Purchase pric $219,07
Net assets acquired at fair va $219,07°

The following summarizes the estimated fair valokthe assets acquired and the liabilities assusseaf the date of acquisition:

ASSETS
Shor-term investments, tradir $ 60,37¢
Fixed maturities, tradin 623,53(
Equities 5,014
Total investment 688,92(
Cash and cash equivalel 138,51¢
Restricted cash and cash equivalt 7,19¢
Reinsurance balances recovere 1,065,34.
Accrued interest and other receivak 9,65¢
TOTAL ASSETS 1,909,63.
LIABILITIES
Losses and loss adjustment expet 1,654,43
Insurance and reinsurance balances pay 1,94:
Funds withhelc 26,277
Accounts payabl 7,90(
TOTAL LIABILITIES 1,690,55!
NET ASSETS ACQUIRED AT FAIR VALUE $ 219,07
Laguna

On March 25, 2011, the Company, through its whollyned subsidiary, Kenmare, completed the acquisitibLaguna Life Limitec
formerly known as CitiLife Financial Limited (“Laga”), from Citigroup Insurance Holding Corporati¢€itigroup”), an affiliate of Citigrou
Inc. Laguna is an Ireland-based life insurer tlsaini run-off. The purchase price wa$580 million (approximately $21.2 million) and v
funded from available cash on hand. The origindigclosed purchase price B@&O million (approximately $42.4 million) was rexhd, prio
to completion of the acquisition, after Citigrougceived approval from Laguna’s regulator to disti#h€15.0 million (approximately $21
million) to its shareholders.

The purchase price and fair value of the net as®epsired in the Laguna acquisition were as foltows

Purchase pric $ 21,22:
Net assets acquired at fair va $ 34,32¢
Excess of net assets over purchase price (gaiamain purchase $(13,109
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The gain on bargain purchase of approximately $8lion, relating to the acquisition of Laguna,oae primarily as a result of 1
reassessment by the Company, upon acquisitionheftdtal required estimated costs to manage thendmsssto expiry. The Comparsy’
assessment of costs was lower than the acquireés rmzorded by the vendor in the financial stateémehLaguna.

The following summarizes the estimated fair valofthe assets acquired and the liabilities assussenf the date of acquisition:

ASSETS
Shor-term investments, tradir $ 1,15¢
Fixed maturities, tradin 30,76¢
Total investment 31,91¢
Cash and cash equivalel 13,27
Reinsurance balances recoverz 1,45¢
Other asset 1,32¢
TOTAL ASSETS 47,97
LIABILITIES
Losses and loss adjustment exper 11,89¢
Accounts payabl 1,751
TOTAL LIABILITIES 13,64¢
NET ASSETS ACQUIRED AT FAIR VALUE $34,32¢

4. SIGNIFICANT NEW BUSINESS
2014
Shelbourne RITC Transactions

The Company, through its wholly-owned U.K.-basebsidiary, Shelbourne Group Limited (“Shelbournéfijests in reinsurance to clc
contract (“RITC") transactions (the transferring lbilities from one Lloyd’s syndicate to anothevjth Lloyd’'s of London insurance a
reinsurance syndicates in roff: Shelbourne was originally formed in Decemb®02 in conjunction with other investors. Shelbouawens
100% of Shelbourne Syndicate Services Limited Ma@aging Agency for Lloyd’s Syndicate 2008 (“S20D& syndicate approved by Lloyd’
of London on December 16, 2007 to undertake RI'8@dactions with Lloyd’s syndicates in run-off.

Effective January 1, 2014, S2008 entered into afCRIransaction with another Lloy&l’'syndicate in respect of its 2011 and i
underwriting years of account, under which S20G&iased net insurance reserves of approximatebyEmillion (approximately $25.3 millio
for consideration of an approximately equal amount.

Reciprocal of America

On July 6, 2012, PWIC entered into a definitiveslpsrtfolio transfer reinsurance agreement withifrecal of America (in Receiversh
and its Deputy Receiver relating to a portfolio wbrkers’ compensation business. The estimated total ligslito be assumed |
approximately $169.0 million, with an equivalent@mt of assets to be received as consideration plation of the transaction is conditior
upon, among other things, regulatory approvals satdfaction of customary closing conditions. Thansaction is expected to close in
second quarter of 2014.
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2013
Shelbourne RITC Transactions

Effective January 1, 2013, Lloyd’'s Syndicate 2008eeed into a RITC of the 2009 underwriting yearagtount of another Lloyd’
syndicate and a 100% quota share reinsurance agnéemith a further Lloyds syndicate in respect of its 2010 underwritingrye&faaccoun
under which S2008 assumed total gross insuraneeviessof approximately33.8 million (approximately $51.4 million) for cadsration of a
equal amount.

American Physicians

On April 26, 2013, the Company, through its whalyned subsidiary, Providence Washington Insurararagany (“PWIC”),complete:
the assignment and assumption of a portfolio ofkex®’ compensation business from American Physicians rAsse Corporation al
APSpecialty Insurance Company (collectively “APSptal assets and liabilities assumed were apprabaiy $35.3 million.

2012
Claremont

On August 6 and December 17, 2012, the Compangugiir Fitzwilliam, entered into novation agreemenith Claremont and two
Claremonts reinsurers with respect to their existing qudias contracts. Under the novation agreementsyifliean replaced the reinsurers
the quota share contracts in exchange for totatsissd liabilities of approximately $38.0 million.

Zurich Danish Portfolio

On June 30, 2012, the Company, through the Daniahch of its whollyewned subsidiary, Marlon Insurance Company Lir
(“Marlon™), acquired, by way of loss portfolio transfer undemizh law, a portfolio of reinsurance and profesaiaisability business from t
Danish branch of Zurich Insurance Company (“ZurjciMarlon received total assets and assumed liesilof approximately $60.0 million.

Shelbourne RITC Transactions

On January 1, 2012, S2008 transferred the assdtfadnilities relating to its 2009 and prior undeiting years of account into its 20
underwriting year of account by means of an RITahsaction. Following the transfer, the existing awrtrolling interest held by its ott
investors ceased, resulting in the Company nowigioy 100% of the underwriting capacity for S2008.

Effective December 31, 2012, S2008 entered into@¥d.quota share reinsurance agreement with anblbwed’s syndicate in respect
its 2009 and prior years of account (the “2009 Liads"), under which S2008 assumed total gross insuran@vess of approximate
£193.0 million (approximately $313.3 million) foorsideration of an equal amount. Effective Jandar3014, the 2012 Lloyd’ underwritin
year of account of S2008 entered into a partialRifansaction with respect to the 2009 liabilit

2011

Insurance Australia Group

On September 20, 2011, the Company, through itdlyvbwned subsidiary, Gordian Run-off Limited (“Gban”), acquired an inwart
reinsurance portfolio from Insurance Australia Grdumited via an Australian Federal Court approgetieme. Gordian received total as
and assumed total net reinsurance liabilities pfaximately 9.7 million Australian dollars (appraxately $10.0 million).
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Claremont

On September 1, 2011, the Company, through Fitamill entered into a novation agreement with Clargnaond certain of its reinsur:
with respect to three specific quota share cordradnder the novation agreement, Fitzwilliam repth¢hose companies as reinsure
Claremont on the quota share contracts, assunahijties of $22.5 million and receiving assetsaafequal amount.

Shelbourne RITC Transactions

In February 2011, S2008 entered into RITC agreesnarith two Lloyd's syndicates assuming total gross insurance resest
approximately $129.6 million for consideration of equal amount.

5.  INVESTMENTS

Trading

The estimated fair values of the Company’s investsién fixed maturity securities, shdgrm investments and equities classifie
trading securities were as follows:

December 31 December 31
2013 2012

U.S. government and agency $ 439,94t $ 361,90t
Non-U.S. governmer 476,22: 265,72.
Corporate 2,123,67 1,598,87!
Municipal 41,03¢ 20,44¢
Residential mortgar-backed 218,45 115,59«
Commercial mortga¢-backec 114,63 130,84
Asse-backed 248,74¢ 78,92¢
Total fixed maturity and shc-term investment 3,662,72. 2,572,32.
Equities— U.S. 115,28! 92,40¢
Equities— Internationa 66,74¢ 22,18:
$3,844,75. $2,686,90!

Included within residential and commercial mortgégeked securities as at December 31, 2013 wereritiesuissued by U..
governmental agencies with a fair value of $177il8an (as at December 31, 2012: $68.4 million wintmesidential and commercial mortgage

backed securities).

The following tables set forth certain informatimygarding the credit ratings (provided by majomgiagencies) of the Compasyfixec
maturity securities and short-term investmentssifiesl as trading:

% of Total

As at December 31, 201 Fair Value Fair Value
AAA $ 502,05 13.7%
AA 1,430,10 39.1%
A 1,191,14; 32.5%
BBB or lower 461,61« 12.6%
Not Ratec 77,80 2.1%
$3,662,72 100.(%
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% of Total

As at December 31, 201 Fair Value Fair Value
AAA $ 418,29 16.2%
AA 958,26° 37.2%
A 812,42¢ 31.6%
BBB or lower 376,34 14.¢%
Not Ratec 6,98 0.2%
$2,572,32 100.(%

Held-to-maturity

The Company holds a portfolio of held4tmaturity securities to support the Pavonia annbitginess. The amortized cost and estin
fair values of the Company’s fixed maturity sedestclassified as held-to-maturity were as follows:

Gross
Gross Unrealized
Unrealizec

Holding

Amortized Holding Losses
As at December 31, 201 __Cost __Gains Non-OTTI. Fair Value
U.S. government and agency $ 19,99: $ 6 $ (1,86€) $ 18,13:
Non-U.S. governmer 23,59: 19 (1,289 22,32]
Corporate 815,80: 10t (56,809 759,10(
$859,38 $ 13C $(59,959) $799,55¢

As at December 31, 2013, none of these securiti#s wonsidered to be other-than-temporarily impiire
As at December 31, 2012, the Company had no inwgatlassified as held-to-maturity.

The contractual maturities of the Company’s fixedtumity securities classified as held#twturity are shown below. Actual maturit
may differ from contractual maturities because t®waers may have the right to call or prepay obliyadi with or without call or prepaym

penalties.

% of Total
Amortized Fair
As at December 31, 201 Cost Value Fair Value
Due in one year or less $ 17,54: $ 17,57¢ 2.2%
Due after one year through five ye. 87,69¢ 86,61 10.8%
Due after five years through ten ye 133,10: 126,54: 15.8%
Due after ten yeal 621,04t 568,82¢ 71.2%
$859,38 $799,55¢ 100.(%
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The following table set forth certain informatioggarding the credit ratings (provided by majorngitagencies) of the Compasyfixec
maturity securities classified as held-to-maturity:

% of Total
Amortized Fair
As at December 31, 201 Cost Value Fair Value
AAA $ 47,94¢ $ 44,55:; 5.6%
AA 259,16 239,18t 29.%
A 496,98t 463,00: 57.%
BBB or lower 54,75¢ 52,28: 6.5%
Not Ratec 53C 53€ 0.1%
$859,38 $799,55¢ 100.(%

Available-for-sale

The amortized cost and estimated fair values ofXthimpany’s fixed maturity securities and short-témrestments classified as available
for-sale were as follows:

Gross
Gross Unrealized
Unrealized
Holding
Amortized Holding Losses Fair
As at December 31, 201 Cost Gains Non-OTTI Value
U.S. government and agency $ 28,05( $ 30: $ (10 $ 28,34
Non-U.S. governmer 84,44: 1,871 (22 86,29:
Corporate 76,94 1,221 (259) 77,90«
Residential mortga-backed 17,52 10z (118) 17,501
Asse-backed 36,34+ 4 (30 36,31¢
$243,30: $ 3,501 $ (439 $246,36¢
Gross
Gross Unrealized
Unrealized
Holding
Amortized Holding Losses Fair
As at December 31, 201 Cost Gains Non-OTTI _ Value
U.S. government and agency $ 4,50 $ 454 $ — $ 4,951
Non-U.S. governmer 120,63« 3,37: (157) 123,85¢
Corporate 115,13¢ 2,37¢ (529 116,99
Residential mortga-backec 4,30¢ 23C (40) 4,49¢
Commercial mortga¢-backed 474 7 — 481
Asse-backed 33€ 9 (12 33t
$245,39¢ $ 6,452 $ (729 $251,12:

Included within residential mortgadecked securities as at December 31, 2013 wereittesissued by U.S. governmental agencies
a fair value of $12.5 million (as at December 3112 $3.5 million within residential and commeraiabrtgage-backed securities).
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The following tables summarize the Company’s fixedturity securities and short-term investmentssifigsl as available-fosale in a

unrealized loss position as well as the aggregatevflue and gross unrealized loss by lengthmétihe securities have continuously been
unrealized loss position:

12 Months or Greater Less Than 12 Months Total
Unrealizec Unrealized Unrealizec
Fair Fair Fair
As at December 31, 201 Value Losses Value Losses Value Losses
U.S. government and agency $ — $ — $ 11,41¢ $ (10 $ 11,41¢ $ (10
Non-U.S. governmer — — 20,40¢ (22 20,40¢ (22
Corporate — — 51,47¢ (259) 51,47¢ (259
Residential mortga-backec — — 13,63: (11¢) 13,63 (118
Asse-backed — — 24,89¢ (30 24,89¢ (30)
$ — — $121,83( $ (439 $121,83( $ (439
12 Months or Greater Less Than 12 Months Total
Unrealized Unrealized Unrealizec
Fair Fair Fair
As at December 31, 201 Value Losses Value Losses Value Losses
Non-U.S. government $ 2,64¢ $ (82 $ 2,39¢ $ (69 $ 5,04¢ $ (15))
Corporate 13,93¢ (86) 8,68¢ (43¢) 22,62: (524)
Residential mortgar-backed 1,12¢ (40 — — 1,12¢ (40
Asse-backed 174 (12) — 174 (12)

$17,88( $ (2200 $11,08 $ (507) $2896¢ $ (727)

As at December 31, 2013 and 2012, the number ofrities classified as available-feale in an unrealized loss position was 135 an
respectively, with a fair value of $121.8 millionca$29.0 million, respectively. The increase intiaenber of these securities was due prim
to investment portfolios acquired in connectionhagicquisitions completed during 2013. Of these rsies, the number of securities that
been in an unrealized loss position for twelve merdr longer was 2 and 23, respectively. As of Déme 31, 2013, none of these secut
were considered to be other than temporarily ingahir

The contractual maturities of the Company’s fixeatumity securities and short-term investments diassas available-fosale are show
below. Actual maturities may differ from contradtumaturities because borrowers may have the rightatl or prepay obligations with
without call or prepayment penalties.

% of Total
Amortized Fair

As at December 31, 201 Cost Value Fair Value
Due in one year or less $ 45,29t $ 45,59¢ 18.5%
Due after one year through five ye. 141,40( 143,44! 58.2%
Due after five years through ten ye 69 70 0.1%
Due after ten yeal 2,671 3,42¢ 1.4%
189,43! 192,53¢ 78.2%
Residential mortgar-backec 17,52: 17,501 7.1%
Asse-backed 36,34« 36,31¢ 14.7%
$243,30. $246,36: 100.(%
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% of Total
Amortized Fair

As at December 31, 201 Cost Value Fair Value
Due in one year or less $173,11: $173,94¢ 69.2%
Due after one year through five ye. 64,08¢ 68,29¢ 27.2%
Due after ten yeal 3,074 3,56( 1.4%
240,27t 245,80° 97.%
Residential mortgar-backed 4,30¢ 4,49¢ 1.8%
Commercial mortga¢-backec 474 481 0.2%
Asse-backed 33¢ 33E 0.1%
$245,39¢ $251,12: 100.(%

The following tables set forth certain informatimygarding the credit ratings (provided by majomgiagencies) of the Compasyfixec
maturity securities and short-term investmentssifiesl as available-for-sale:

% of Total
Amortized Fair
As at December 31, 201 Cost Value Fair Value
AAA $125,72¢ $127,43: 51.7%
AA 74,69: 75,18: 30.5%
A 33,83¢ 34,60: 14.1%
BBB or lower 8,957 8,96: 3.€%
Not Ratec 90 18C 0.1%
$243,30: $246,36:¢ 100.(%
% of Total
Amortized Fair
As at December 31, 201 __Cost __Value Fair Value
AAA $107,61! $110,82¢ 44.1%
AA 59,53¢ 60,74: 24.2%
A 12,77: 73,93t 29.4%
BBB or lower 5,281 5,19 2.1%
Not Ratec 192 41¢€ 0.2%
$245,39¢ $251,12: 100.(%

Other-Than-Temporary Impairment Process

The Company assesses whether declines in the dhie \of its fixed maturity investments classifiesl available-for-sale and held-to-
maturity represent impairment losses that are dtiemtemporary and whether a credit loss exists in azrwee with its accounting policies.
assessing whether it is more likely than not that@ompany will be required to sell a fixed maguiitvestment before its anticipated recov
the Company considers various factors includindutsre cash flow requirements, legal and regujatequirements, the level of its cash, ¢
equivalents, short-term investments and fixed nitgtimvestments available-f@gale in an unrealized gain position, and othernvealefactors
For the year ended December 31, 2013, the Compidnyod recognize any other-thaemporary impairment losses due to required sales
Company determined that, as at December 31, 2@l&adlit losses existed.
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Other Investments
The estimated fair values of the Company’s otheestments were as follows:

December 31 December 31
2013 2012
Private equity funds $ 161,22 $ 127,69t
Fixed income fund 194,37! 156,23!
Fixed income hedge funt 68,15’ 53,93:
Equity funds 109,35! 55,88:
Real estate debt fur 32,11 16,17¢
Other 4,06¢ 4,921
$ 569,29: $ 414,84!

Private equity funds

This class comprises several private equity fuhds invest primarily in the financial services isthy. All of the Companyg investmen
in private equity funds are subject to restrictiars redemptions and sales that are determined dygdlverning documents and limit
Companys ability to liquidate those investments. Thesérig®ns have been in place since the dates tiialimvestments were made by
Company.

As of December 31, 2013 and December 31, 2012Ctmepany had $161.2 million and $127.7 million, exgjvely, of other investmer
recorded in private equity funds, which represeré&dso and 3.0% of total investments, cash and egsivalents and restricted cash and
equivalents at December 31, 2013 and December®P, 2espectively. Due to a lag in the valuaticepsorted by the managers, the Comj
records changes in the investment value with up ttreemonth lag. Management regularly reviews and disesifisnd performance with th
fund managers to corroborate the reasonablendb® oéported net asset values and to assess wiaethevents have occurred within the
period that would affect the valuation of the inwesnts.

Fixed income funds

This class comprises a number of positions in dified fixed income funds that are managed by thpiagdty managers. Underlyi
investments vary from high grade corporate bondsotinvestment grade senior secured loans and bontdsréwenerally invested in ligt
fixed income markets. These funds have regularbfiplied prices. The funds have liquidity terms theaty from daily to monthly.

Fixed income hedge funds

This class comprises hedge funds that invest iiversified portfolio of debt securities. The hedgads are not currently eligible 1
redemption due to imposed lock-up periods of tiyesr's from the time of the Compasyhitial investment. Once eligible, redemptiondl \e
permitted quarterly with 90 days’ notice. The ezstidate at which the funds will be eligible fodeenption is March 2014.

Equity funds
This class comprises equity funds that investdlivarsified portfolio of international publicly-tded equity securities.
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Real estate debt fund

This class comprises a real estate debt fund niasts primarily in U.S. commercial real estatentoand securities. A redemption req
for this fund can be made 10 days after the datngfmonthly valuation; the fund states that il wibke commercially reasonable effort:
redeem the investment within the next monthly prio

Other

This class primarily comprises a fund that proviltesis to educational institutions throughout th&.Uand its territories. Through th
investments, the Company participates in the perdmce of the underlying loan pools. This investnreatures when the loans are paid d
and cannot be redeemed before maturity.

Redemption restrictions on other investments

Certain funds included in other investments argesuitho a lock-up period. A loclep period refers to the initial amount of time amesto
is contractually required to invest before havihg fbility to redeem the investment. Funds thapdwide for periodic redemptions m
depending on the funds’ governing documents, hhgeability to deny or delay a redemption requestictv is called a “gate.The fund ma
restrict redemptions because the aggregate améuad@mption requests as of a particular date elscaespecified level. The gate is a me
for executing an orderly redemption process thiata for redemption requests to be executed imalyi manner to reduce the possibility
adversely affecting the remaining investors inftived. Typically, the imposition of a gate delaypation of the requested redemption, with
remaining portion to be settled in cash sometiner dfie redemption date.

Certain funds included in other investments maglmved to invest a portion of their assets imiliid securities, such as private equit
convertible debt. In such cases, a common mechansmd is a “side-pocketivhereby the illiquid security is assigned to a safs
memorandum capital account or designated accoypicdlly, the investor loses its redemption rigimshe designated account. Only when
illiquid security is sold, or is otherwise deemélid by the fund, may investors redeem their iegein the side-pocket.

At December 31, 2013, the Company had $3.2 millibmvestments subject to sigckets ($nil as of December 31, 2012). Manage
has not made any adjustments to the fair valumagti reported by the fund managers for the sidé&gied investments.

The following tables present the fair value, unfedd@ommitments and redemption frequency for akkoithvestments. These investments
are all valued at net asset value as at Decemb&03B and December 31, 2012:

Gated/Side Investments

Total Fair Pocket without Gates Unfunded Redemption
December 31, 201 Value Investments or Side Pocket Commitments Frequency
Private equity funds $161,22¢ $ — $ 161,22¢ $ 113,58! Not eligible
Fixed income fund 194,37! — 194,37! — Daily to monthly
Fixed income hedge funds Quarterly after lock-up periods

68,157 3,15( 65,00° — expire

Equity funds 109,35! — 109,35! — Bi-monthly
Real estate debt fur 32,11 — 32,11 — Monthly
Other 4,064 — 4,064 658 Not eligible

$569,29: $ 3,15( $ 566,14: $ 11424
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Investments

without
Gated/Side Gates or

Total Fair Pocket Side Unfunded Redemption
December 31, 201 Value Investments Pockets Commitments Frequency
Private equity funds $127,69¢ $ — $127,69¢ $ 86,93¢ Not eligible
Fixed income fund 156,23! — 156,23! — Daily to monthly
Fixed income hedge funds 53,93: — 53,93 — Quarterly after lock-up periods

expire

Equity fund 55,88: — 55,88: — Bi-monthly
Real estate debt fur 16,17¢ — 16,17¢ — Monthly
Other 4,921 — 4,921 658 Not eligible

$414,84! $ — $414,84! $ 87,59

Fair Value of Financial Instruments

Fair value is defined as the price at which to aellasset or transfer a liability (i.e. the “exitcp”) in an orderly transaction betwe
market participants. The Company uses a fair vhlagrchy that gives the highest priority to quopeites in active markets and the lov
priority to unobservable data. The hierarchy iskerodown into three levels as follows:

* Level 1 —Valuations based on unadjusted quoted prices imeantarkets for identical assets or liabilitiesttttee Company has t
ability to access. Valuation adjustments and bltiskounts are not applied to Level 1 instrume

* Level 2 —Valuations based on quoted prices in active marketsimilar assets or liabilities, quoted prices identical assets
liabilities in inactive markets, or for which sidicant inputs are observable (e.g. interest ratesdd curves, prepayment spee
default rates, loss severities, etc.) or can beoborated by observable market d:

* Level 3 —Valuations based on inputs that are unobservalulesigmificant to the overall fair value measuremditte unobservat
inputs reflect the Compa’s own judgment about assumptions that market [jaaitics might use

The following is a summary of valuation techniqoesnodels the Company uses to measure fair valiessgt and liability classes.

Fixed Maturity Investments

The Company’s fixed maturity portfolio is managegdthe Companys Chief Investment Officer and outside investmeanhtigors witt
oversight from the Comparg/investment Committee. Fair values for all semsitn the fixed maturities portfolio are indepentle providec
by the investment custodians, investment accounseryice providers and investment managers, eaclwhi¢h utilize internationall
recognized independent pricing services. Interacihata Corporation is, however, the main pricingyise utilized to estimate the fair va
measurements for the Compasifixed maturity investments. The Company recongsunadjusted price provided by the investmentoclishs
investment accounting service providers or thestment managers and validates this price throyglo@ess that includes, but is not limitec
(i) comparison of prices against alternative pgcsources; (ii) quantitative analysis (e.g. comuprihe quarterly return for each mane
portfolio to its target benchmark); (iii) evaluatiof methodologies used by external parties to
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estimate fair value, including a review of the itgpused for pricing; and (iv) comparing the priogte Company knowledge of the curre
investment market. The Compaasyinternal price validation procedures and revidwfair value methodology documentation providec
independent pricing services have not historicaiulted in adjustment in the prices obtained fthenpricing service.

The independent pricing services used by the invest custodians, investment accounting serviceigeos and investment manag
obtain actual transaction prices for securitie$ Have quoted prices in active markets. For det@ngithe fair value of securities that are
actively traded, in general, pricing services usgattix pricing” in which the independent pricing service uses olzd®#e market inpu
including, but not limited to, reported trades, tlemark yields, brokedealer quotes, interest rates, prepayment speetsjldrates and su
other inputs as are available from market sourcaketermine a reasonable fair value. In additioiting services use valuation models, u
observable data, such as an Option Adjusted Spreatel, to develop prepayment and interest rateasme The Option Adjusted Spre
model is commonly used to estimate fair value &musities such as mortgage-backed and asset-baekedties.

The following describes the techniques generalgdu® determine the fair value of the Companfyjxed maturity investments by as
class.

* U.S. government and agency securities consistafrgges issued by the U.S. Treasury and mortgagsthrough agencies such
the Federal National Mortgage Association, the Felddome Loan Mortgage Corporation and other agendihe significant inpt
used to determine the fair value of these secaritielude the spread above the risk-free yield eureported trades and broker
dealer quotes. These are considered to be obserwadoket inputs and, therefore, the fair valuethebe securities are classit
within Level 2.

 Non-U.S. government securities consist of bonds issbhgdnont.S. governments and agencies along with suprara
organizations. The significant inputs used to deiee the fair value of these securities includegheead above the rigkee yielc
curve, reported trades and brokkzaler quotes. These are considered to be obsemsrket inputs and, therefore, the fair value
these securities are classified within Leve

» Corporate securities consist primarily of investitrgrade debt of a wide variety of corporate issuasiadustries. The fair valu
of these securities are determined using the spabade the risk-free yield curve, reported tradeskerdealer quotes, benchm.
yields, and industry and market indicators. Thesec@nsidered observable market inputs and, theretbe fair values of the
securities are classified within Level 2. Wherecioig is unavailable from pricing services, the Camp obtains nominding quote
from brokerdealers. This is generally the case when therdaw aolume of trading activity and current transaigs are not orderl
In this event, securities are classified within €e8. As at December 31, 2013, the Company hactorgorate security classified
Level 3.

* Municipal securities consist primarily of bondsued by U.Sdomiciled state and municipal entities. The faifuea of thes
securities are determined using the spread abaveish-free yield curve, reported trades, brottealer quotes and benchm
yields. These are considered observable marketdrgnd, therefore, the fair values of these saesritre classified within Level

» Asset-backed securities consist primarily of inmesttgrade bonds backed by pools of loans with a vanéwynderlying collatere
The significant inputs used to determine the falue of these securities include the spread abdwveisk{ree yield curve, report
trades, benchmark yields, brokdgaler quotes, prepayment speeds and default fdtese are considered observable market i
and, therefore, the fair values of these securitiesclassified within Level :
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* Residential and commercial mortgage-backed seesriticlude both agency and nagency originated securities. The signific
inputs used to determine the fair value of thesmurities include the spread above the fige yield curve, reported trad
benchmark yields, broketealer quotes, prepayment speeds and default fittese are considered observable market input:
therefore, the fair values of these securitiesciassified within Level 2. Where pricing is unaadile from pricing services, t
Company obtains non-binding quotes from brottealers. This is generally the case when therdasvasolume of trading activit
and current transactions are not orderly. In thisng securities are classified within Level 3. ais December 31, 2013, !
Company had no residential or commercial mort-backed securities classified as Leve

Equities

The Companys equities are predominantly traded on the majehamges and are primarily managed by two exterdaisars. Th
Company uses Interactive Data Corporation, annat@nally recognized pricing service, to estimite fair value for all of its equities. T
Company’s equities are widely diversified and thisreo significant concentration in any specifidustry.

The Company has categorized all of its investmanequities as Level 1 investments because thevdires of these investments
based on quoted prices in active markets for idehtissets or liabilities. Because their fair vadgémates are based on observable market
the Company has categorized its investments irepeaf stock as Level 2, with the exception of aneestment in preferred stock that has |
categorized as Level 3.

Other investments

The Company has ongoing due diligence processés reffpect to funds in which it invests and theimegers. These processes
designed to assist the Company in assessing thigycpfanformation provided by, or on behalf ofaeh fund and in determining whether s
information continues to be reliable or whethetter review is warranted. Certain funds do not mtewull transparency of their underlyi
holdings; however, the Company obtains the auditeghcial statements for funds annually, and redyleeviews and discusses the fi
performance with the fund managers to corrobotser¢asonableness of the reported net asset valuesise of net asset value as an est|
of the fair value for investments in certain epstthat calculate net asset value is a permitiactipal expedient. While reported net asset \
is the primary input to the review, when the netedsvalue is deemed not to be indicative of failueathe Company may incorpor
adjustments to the reported net asset value (ahdus® the permitted practical expedient) on an stment by investment basis. Th
adjustments may involve significant management noelgt. As at December 31, 2013, there were no $gmnif adjustments made to
reported net asset value.

For its investments in private equity funds, tharany measures fair value by obtaining the mostnte provided capital statemi
from the external fund manager or third-party adstiator. The funds calculate net asset value fairavalue basis. For all publicliradec
companies within these funds, the Company adjlstgdported net asset value based on the latest phiae as of the Comparsyteportin
date. The Company has classified its investmenpsiviate equity funds as Level 3.

The fixed income funds and equity funds in whichk ompany invests have been classified as Levav@stments because their
value is estimated using the published net as$a¢\zand because the fixed income funds and equiitsts are highly liquid.
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For its investments in fixed income hedge funds,@mmpany measures fair value by obtaining the mazsintly published net asset v
as advised by the external fund manager or thirtd/@aministrator. The investments in the fundsaassified as Level 3.

The real estate debt fund in which the Company stevénas been valued based on the most recent prdbliset asset value. T
investment has been classified as Level 3.

The Companys remaining other investments are valued baseti®tatest available capital statements and have tlassified as Lev

Fair Value Measurements

In accordance with the provisions of the Fair VaMieasurement and Disclosure topic of the FASB Aatiog Standards Codificati
(“ASC") 820, the Company has categorized its investts that are recorded at fair value among leagfsllows:

December 31, 201.

Quoted Prices ir

e signiian Unobservabi
Markets for Observable
Identical Assets Inputs Inputs Total Fair
(Level 1) (Level 2) (Level 3) Value
U.S. government and agency $ — $ 468,28¢ $ — $ 468,28¢
Non-U.S. governmer — 562,51t — 562,51¢
Corporate — 2,200,971 60¢ 2,201,57
Municipal — 41,03¢ — 41,03¢
Residential mortgar-backed — 235,96 — 235,96
Commercial mortga¢-backed — 114,63 — 114,63
Asse-backed — 285,06t — 285,06¢
Equities— U.S. 97,47( 13,09( 4,72¢ 115,28
Equities— Internationa 35,67: 31,07: — 66,74¢
Other investment — 303,72 265,56¢ 569,29:
Total investment $ 133,14 $4,256,36. $ 270,90: $4,660,41
December 31, 201,
Quoted Prices ir
R Significant
Active Slgrlglecrant Unogbservable
Markets for Observable

Identical Assets Inputs Inputs Total Fair

_(Levell) _(Level2) _(Level3) __Value
U.S. government and agency $ = $ 366,86: $ — $ 366,36:
Non-U.S. governmer — 389,57¢ — 389,57¢
Corporate — 1,715,33 54C 1,715,87!
Municipal — 20,44¢ — 20,44¢
Residential mortga¢-backed — 120,09:. — 120,09:
Commercial mortga¢-backed — 131,32¢ — 131,32¢
Asse-backed — 79,26¢ — 79,26¢
Equities— U.S. 83,94 5,05¢ 3,401 92,40¢
Equities— Internationa 10,377 11,80¢ — 22,18:
Other investment — 212,11! 202,73( 414,84!
Total investment $ 94,32: $3,051,88! $ 206,67: $3,352,87!
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The following table presents the Company'’s faiueahierarchy for those assets classified as hefdaturity in the consolidated balal
sheet but for which disclosure of the fair valugdquired as of December 31, 2013 (there were setsglassified as held-toaturity as ¢

December 31, 2012):

December 31, 201

Quoted Prices ir

Active
Markets for
Identical
Assets
(Level 1)
U.S. government and agency $ —
Non-U.S. governmer —
Corporate —
Total investment $ —

Significant
Other
Observable

Inputs
(Level 2)
$ 18,13:
22,32i
759,10(

During 2013 and 2012, the Company had no transietsseen Levels 1 and 2.

Significant
Unobservable
Inputs Total Fair
(Level 3) Value

$ = $ 18,13:
— 22,32i
— 759,10(

$ — $799,55¢

The following table presents a reconciliation of theginning and ending balances for all investmemgasured at fair value on a recur
basis using Level 3 inputs during the twelve momthded December 31, 2013:

Level 3 investments as of January 1, 2013
Purchase

Sales

Total realized and unrealized gains through eas
Net transfers into and/or (out of) Leve

Level 3 investments as of December 31, 2

Fixed
Maturity

Investments

$ 54C

| S |

$  60¢

Other Equity
Investments Securities Total
$202,73( $ 3,401 $206,67:
44,03: — 44,03:
(28,56¢) - (28,56¢)
47,37¢ 1,32¢ 48,76¢
$265,56¢ $4,72¢ $270,90:

The amount of net gains (losses) for the twelve tnmended December 31, 2013 included in earnirtgbwtable to the fair value
changes in assets still held at December 31, 2@E3348.8 million. All of this amount was includedriet realized and unrealized gains.

The following table presents a reconciliation of theginning and ending balances for all investmemgasured at fair value on a recur

basis using Level 3 inputs during the year endeceber 31, 2012:

Level 3 investments as of January 1, 2012
Purchase

Sales

Total realized and unrealized gains through eas
Net transfers into and/or (out of) Leve

Level 3 investments as of December 31, 2

160

Fixed
Maturity
Investments

$  bIcC

21

$  54C

Other Equity
Investments Securities Total
$137,72° $ 297" $141,22:
63,73 — 63,73
(16,839 — (16,839
18,11( 42¢ 18,55
$202,73( $ 3,401 $206,67:
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The amount of net gains (losses) for the twelve tiended December 31, 2012 included in earnirtgbwable to the fair value
changes in assets still held at December 31, 2@E2$4:8.6 million. All of this amount was includedriet realized and unrealized gains.

Net Realized and Unrealized Gains
Components of net realized and unrealized gairssél) for the years ended December 31, 2013, 212C411 were as follows:

2013 2012 2011
Gross realized gains on available-for-sale seeusriti $ 70& $ 5,85( $ 80¢
Gross realized losses on availe-for-sale securitie (219 (727) (477
Net realized gains on trading securil 13,48¢ 13,56¢ 3,73¢
Net unrealized (losses) gains on trading secul (13,79) 23,54 3,94t
Net realized and unrealized gains on other invests 70,46: 31,37¢ 1,194
Net realized and unrealized ga $ 70,65: $ 73,61 $ 9,21«
Proceeds from sales and maturities of avai-for-sale securitie $196,50° $353,91. $445,05.

Net Investment Income
Major categories of net investment income for tharg ended December 31, 2013, 2012 and 2011 araaizad as follows:

2013 2012 2011

Interest from fixed maturity investments $123,55! $ 78,76 $ 70,75
Interest from cash and cash equivalents and-term investment 13,70¢ 14,92« 13,23:
Net amortization of bond premiums and discot (51,505 (28,759 (25,245
Dividends from equitie 4,92: 2,961 1,78¢
Other investment 652 661 734
Interest on other receivabl 2,001 6,887 6,572
Other income 2,99¢ 5,22¢ 3,11¢
Interest on deposits held with cliel 3,65( 1,36¢ 1,18¢
Investment expenst (6,68%) (4,279 (3.462)
$ 93,29¢ $ 77,76( $ 68,67¢
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Restricted Assets

The Company is required to maintain investmentsaasth and cash equivalents on deposit with variegglatory authorities to supp
its insurance and reinsurance operations. The tmergs and cash and cash equivalents on deposivaitable to settle insurance
reinsurance liabilities. The Company also utiliiest accounts to collateralize business withrissirance and reinsurance counterparties. -
trust accounts generally take the place of letteredit requirements. The assets in trusts asiteslll are primarily highly rated fixed matu
securities. The carrying value of the Companyéstricted assets, including restricted cash 37% million and $300.0 million, as
December 31, 2013 and December 31, 2012 was asvill

December 31

December 31

2013 2012

Collateral in trust for third party agreements $2,002,37. $ 570,39:
Assets on deposit with regulatory authori 608,94( 212,01:
Collateral for secured letter of credit facil 310,93t 246,60¢
$2,922,25, $1,029,01

The increase of approximately $1.89 billion in ries¢d assets related primarily to restricted asseijuired in connection with 1
Company'’s acquisitions of SeaBright, Pavonia, Ardad Atrium.

6. DERIVATIVE INSTRUMENTS

The Company uses foreign currency forward contrastgart of its overall foreign currency risk masagnt strategy or to obt:
exposure to a particular financial market, as aslfor yield enhancement. These derivatives werdesignated as hedging investments.

The following table sets forth the estimated faitue of derivative instruments recorded within othgsets on the condensed consolic
balance sheet as at December 31, 2013 and 2012galirkd gains (losses) on derivative instrumeat®rded in net earnings for the ye
ended December 31, 2013, 2012 and 2011:

Fair Value as al Net Foreign
Foreign Exchange Contract Settlement Exchange
Forward Contract Contract Date Settlement Date Amount Amount December 31, Gains (Losses
2013
Australian dollai November 26, 201 January 3, 201 AU$45,00( $41,03¢ $ 77¢ $ 77¢
U.S. dollar July 1, 201 January 3, 201 $40,88 AU$45,00( (630) (630)
Australian dollal February 8, 201 May 10, 201 AU$45,00( $36,09¢ — 305
British pound March 6, 201 March 6, 201 UKP17,00( $26,611 — 1,028
$ 14¢ $ 1,47¢
2012
Australian dollai February 8, 201 May 10, 201 AU$35,00( $36,09¢ $ (23¢) % (23¢)
British pound March 6, 201 March 6, 201 UKP17,00t( $26,61: (2,029 (1,029
Australian dollai February 8, 201 December 19, 20: AU$25,00( $26,16! — —
$ (1,26) $ (1,267
2011
U.S. dollar September 22, 20 December 2, 20: $33,97: AU$35,00( $ — $ 3,00¢
Australian dollai August 23, 201 December 2, 20: AU$35,00( $36,98: — —
Australian dollai October 12, 201 June 30, 201 AU$45,00( $42,47¢ — (1,919
$ — $ 1,091
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7. REINSURANCE BALANCES RECOVERABLE

2013 2012
Non-life Active Non-life Active
Run-off Underwriting Life Total Run-off Underwriting  Life_ Total
Recoverable from reinsurers ¢
Outstanding losse $ 788,70! $ 10,77% $28,55¢ $ 828,03¢ $ 665,30: $ — $— $ 665,30:
Losses incurred but not report 402,67! 9,881 782 413,34 295,92: — — 295,92:
Fair value adjustmen (69,847 4,391 — (65,45€) (85,00%) e (85,009
Total reinsurance reserves recover: 1,121,53 25,05¢ 29,33¢ 1,175,92 876,22( — — 876,22(
Paid losses recoverat 177,45¢ 7,84 2,58¢ 187,89: 246,40¢ — 291 246,69¢
$1,298,99: $ 32,90( $31,92] $1,363,81 $1,122,62: $ —  $291 $1,122,91!

Non-life Run-off and Active Underwriting

The Companys acquired insurance and reinsurance subsidigoiésy, to acquisition, used retrocessional agreemémtreduce the
exposure to the risk of insurance and reinsurassamaed. The Comparg/insurance and reinsurance subsidiaries remdite lia the extel
that retrocessionaires do not meet their obligatiamder these agreements, and therefore, the Cgnepatuates and monitors concentratio
credit risk among its reinsurers. Provisions aréefar amounts considered potentially uncollectible

On an annual basis, Atrium purchases a tailorediangs reinsurance program designed to manage $66R’profile. In addition, Atriu
maintains a quota share reinsurance agreement Avidbn. The majority of Atrium’s total third partyeinsurance cover is with Lloysl’
syndicates or other reinsurers rated A- or better.

The fair value adjustments, determined on acqaisitif insurance and reinsurance subsidiaries, asedon the estimated timing of |
and loss adjustment expense recoveries and an edsinterest rate equivalent to a risk free rateskcurities with similar duration to 1
reinsurance recoverables acquired plus a spreaeflert credit risk, and are amortized over thenestied recovery period, as adjusted
accelerations in timing of payments as a resutiomimutation settlements.

As of December 31, 2013 and 2012, the Company deaduding reinsurance recoverables related toifésaind annuities, reinsurar
balances recoverable of $1.33 billion and $1.1Robil respectively. The increase of $208.9 millionreinsurance balances recoverable
primarily a result of the completion of acquisitioim the year ended December 31, 2013 partiallyedthy commutations and cash collect
made during the year.

At December 31, 2013 and 2012, the provision farollactible reinsurance recoverable relating tmgerance balances recoverable
$338.6 million and $343.9 million, respectively. Estimate the provision for uncollectible reinswmmecoverable, the balances are
allocated to applicable reinsurers which involvenagement judgment. As part of this process, cededried but not reported (“IBNR”
reserves are allocated by reinsurer. The ratiohefgrovision for uncollectible reinsurance recobégato total non-life rureff and activi
underwriting reinsurance balances recoverable (elkafj provision for uncollectible reinsurance reexable) as of December 31, 2
decreased to 19.9% as compared to 23.4% as of ecedh, 2012,
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primarily as a result of reinsurance balances re@e of companies acquired during the year reggiminimal provisions for uncollectik
reinsurance recoverable.

Life and Annuities

As at December 31, 2013, the reinsurance balamueverable associated with the Comparlife and annuities business amountin
$31.9 million consisted of term life business cetdgdPavonia to reinsurers under various quota shaengements. All of the reinsurers
rated A- and above by a major rating agency.

Top Ten Reinsurers

At December 31, 2013 and 2012, the top ten reinswkthe Companyg’ business accounted for 68.3% and 63.1%, respigtivf tota
reinsurance balances recoverable (which includes feserves recoverable and recoverables on pegddpand included $290.1 million :
$194.5 million, respectively, of IBNR reserves reemble. With the exception of one BBB+ rated reres and one norated reinsurer fro
which $41.4 million and $256.2 million, respectiyelvas recoverable (December 31, 2012: $37.7 milind $nil, respectively), the other
ten reinsurers, as at December 31, 2013 and 2042, all rated A- or better. Reinsurance balanossverable by reinsurer were as follows:

2013 2012

Reinsurance % of Reinsurance % of

Recoverable: Total Recoverable: Total
Top 10 reinsurers $ 930,94 68.2% $ 708,95 63.1%
Other reinsure’ balances > $1 millio 423,01 31.(% 409,66¢ 36.5%
Other reinsure’ balances < $1 millio 9,86: 0.7% 4,30( 0.4%
Total $1,363,81! 100.(% $1,122,91! 100.(%

As at December 31, 2013 and 2012, reinsurance d&edarecoverable with a carrying value of $256.2ioml and $144.1 millior
respectively, were associated with one reinsurbighvrepresented 10% or more of total reinsuradantzes recoverable. Of the $256.2 mil
and $144.1 million recoverable from reinsurers at@nber 31, 2013 and 2012, $256.2 million and #1&illion, respectively, were secu
in a trust account held for the benefit of the Camps insurance and reinsurance subsidiaries.

8. LOSSES AND LOSS ADJUSTMENT EXPENSES

2013 2012
Non-life Active Non-life Active
Run-off Underwriting Total Run-off Underwriting Total
Outstanding $2,541,93. $ 79,82¢ $2,621,76! $2,358,32! $ = $2,358,32!
Incurred but not reporte 1,717,871 98,58: 1,816,45. 1,588,31! — 1,588,31!
Fair value adjustmel (255,29) 36,98 (218,309 (296,51 — (296,51))
$4,004,51. $ 215,39. $4,219,90! $3,650,12 $ — $3,650,12

The liability for losses and loss adjustment expsriacludes an amount determined from reportednslaind amount based on histol
loss experience and industry statistics for lossesrred but not reported using a variety of adgalanethods. The Comparsg/loss reservi
cover multiple lines of business, which include keys compensation, general casualty, asbestos raricbemental, marine, aviation a
transit, construction defects and other non-lifiesi of business.
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The reserves for unpaid reported losses and Igsstatent expenses for Atrium are established byagament based on reports fi
brokers, ceding companies and insureds and repsefism estimated ultimate cost of events or comustithat have been reported to
specifically identified by the Company. The resefeeincurred but not reported losses and loss esge is established by management
on actuarially determined estimates of ultimateséssand loss expenses. Inherent in the estimatétiofate losses and loss expenses
expected trends in claim severity and frequency @thér factors which may vary significantly as olai are settled. Accordingly, ultimi
losses and loss expenses may differ materially fteramounts recorded in the consolidated finarst&kements. These estimates are revi
regularly and, as experience develops and newnrdtion becomes known, the reserves are adjusteeé@ssary. Such adjustments, if |
will be recorded in earnings in the period in whittey become known. Prior period development arfse® changes to loss estime
recognized in the current year that relate to tessrves established in previous calendar years.

In establishing the reserves for losses and logstlent expenses related to asbestos and envintahwaims, management consic
facts currently known and the current state oflédweand coverage litigation. Liabilities are rectgu for known claims (including the cost
related litigation) when sufficient information haeen developed to indicate the involvement ofeciig insurance policy, and managen
can reasonably estimate its liability. In additioeserves have been established to cover additeqaisures on both known and unrepc
claims. Estimates of the reserves are reviewedupddted continually. Developed case law and adeqtlaim history do not exist for st
claims, especially because significant uncertagxigts about the outcome of coverage litigation amether past claim experience will
representative of future claim experience.

In view of the changes in the legal and tort enwinent that affect the development of such claims,uncertainties inherent in valu
asbestos and environmental claims are not likelgegagesolved in the near future. Ultimate valuassiach claims cannot be estimated u
traditional reserving techniques and there areiffignt uncertainties in estimating the amount loé {Companys potential losses for the
claims.

There can be no assurance that the reserves shtblby the Company will be adequate or will notaoersely affected by t
development of other latent exposures. The Comgaligbility for unpaid losses and loss adjustmetgemses as of December 31, 2013
2012 included $467.7 million and $557.6 millionspectively, that represented an estimate of itsufi@nate liability for asbestos a
environmental claims. The gross liability for suclaims as at December 31, 2013 and 2012 was $5#4idn and $628.7 millior
respectively.
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The tables below provide a reconciliation of thgibreing and ending reserves for losses and logsadent expenses for the years el
December 31, 2013, 2012 and 2011, split betweemdimelife runeff segment and the active underwriting segment ag follows (losst
incurred and paid are reflected net of reinsuraaceverables):

Non-Life Run-off Segment

1)

Balance as at Januanf!l
Less: total reinsurance reserves recover

Net increase (reduction) in ultimate losses and &mjustment expen:
liabilities:
Current perioc
Prior periods
Total net reduction in ultimate losses and lossistdjent expense
liabilities
Net losses paic
Current perioc
Prior periods
Total net losses pa
Effect of exchange rate movemt
Acquired on purchase of subsidiar
Assumed busines
Net balance as at December
Plus: total reinsurance reserves recover
Balance as at December

Non-Life Run-off

2013 2012 2011
$3,650,12 $4,272,08; $3,291,27
876,22 1,383,00: 525,44(
2,773,90 2,889,07 2,765,83)
74,13 — —
(257,119 (237,95)) (293,46))
(182,979 (237,95 (293,46))
(10,65¢) — —
(360,21/) (314,529 (288,17Y)
(370,870) (314,529 (288,17Y)
4,93¢ 14,83 (7,987
557,47¢ — 600,04
100,50 422 47 112,82
2,882,908 2,773,90 2,889,07'
1,121,53; 876,22 1,383,00:
$4,004,51; $3,650,12 $4,272,08

The Company reclassified $11.0 million of reseraeguired on the purchase of subsidiaries previaesigrded in 2011 to policy bene
for life and annuity contracts. In addition, then@many has reclassified outstanding losses andaldjsstment expenses of $11.0 mil
and $10.8 million to policy benefits for life andraity contracts as at January 1, 2013 and 20%pgertively, to conform to the curn
period presentation. These amounts are associated_aguna, which now forms part of the Companiife and annuities segment t

was established following the acquisition of the@dtaa companies

166



Table of Contents

ENSTAR GROUP LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (C ontinued)

The net reduction (increase) in ultimate losseslass adjustment expense liabilities for the yearded December 31, 2013, 2012
2011 was as follows:

Non-Life Run-off
Years Ended December 31

2013 2012 2011
Prior Current Prior Prior
Period Period Total Period Period
Net losses pai $ 360,21« $10,65¢ $ 370,87( $ 314,52¢ $ 288,17!
Net change in case and LAE reser (310,489 29,55¢ (280,93)) (265,22 (311,619
Net change in IBNR reserv: (265,206 33,92¢ (231,279) (267,427 (224,79)
(Reduction) increase in estimates of net ultimassé: (215,48() 74,13¢ (141,34) (218,119 (248,23()
Increase (reduction) in provisions for bad ¢ 1,99¢ — 1,99¢ (3,11)) (42,827)
Reduction in provisions for unallocated loss adpestt expense
liabilities (49,580 — (49,580) (39,299 (45,107
Amortization of fair value adjustmen 5,94 — 5,941 22,57. 42,69:
Net (reduction) increase in ultimate losses and &mjustmen
expense liabilitie! $(257,119 $74,13¢ $(182,97Y) $(237,95) $(293,46)

(1) For the years ended December 31, 2012 and 201 Campany had no premium income and therefore n@itiperiod activity

Net reduction (increase) in case and loss adjudtregpense reserves (“LAE reserves9mprises the movement during the yes
specific case reserve liabilities as a result afnes settlements or changes advised to the Combpwrits policyholders and attorneys, |
changes in case reserves recoverable advised I@oiimpany to its reinsurers as a result of theesatht or movement of assumed claims.
reduction in IBNR represents the change in the Gomyjs actuarial estimates of losses incurred btiteygorted.

Year Ended December 31, 2013

The net reduction in ultimate losses and loss auljeist expense liabilities for the year ended Deaandi, 2013 of $183.0 millic
included current period incurred losses of $74.1lioni related to SeaBright. Excluding SeaBrighturrent period incurred losses of $
million, ultimate losses and loss adjustment expsnelating to prior periods were reduced by $25illion, which was attributable to
reduction in estimates of net ultimate losses df5$2 million and a reduction in provisions for unahted loss adjustment expense liabilitie
$49.6 million, relating to 2013 ruaff activity, partially offset by an increase inopisions for bad debt of $2.0 million and amortiaatof fair
value adjustments over the estimated payout peelating to companies acquired amounting to $5/8ani

The reduction in estimates of net ultimate loss#ating to prior periods of $215.5 million compudsesductions in IBNR reserves
$265.2 million partially offset by net incurred odevelopment of $49.7 million. The decrease inathgregate estimate of net IBNR reserve
$265.2 million (compared to $267.4 million duringetyear ended December 31, 2012), was comprisé&b@B million relating to asbes
liabilities (compared to $36.4 million in 2012), .94million relating to environmental liabilities dmpared to $2.6 million in 201:
$42.6 million relating to general casualty lial@i (compared to $96.3 million in 2012), $42.1 iwiil relating to workers compensat
liabilities (compared to $52.7 million in 2012) a$#i05.8 million relating to all other remainingbikities (compared to $79.4 million in 2012).
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The aggregate reduction in net IBNR reserves ob®6nillion, relating to prior periods, was a rdsof the application, on a ba
consistent with the assumptions applied in thergr@iod, of our actuarial methodologies to revikélorical loss development data, follow
108 commutations and policy bipacks, to estimate loss reserves required to dalglities for unpaid losses and loss adjustmeqgease
relating to noneommuted exposures. The prior period estimate gfeagte net IBNR reserves was reduced as a rdsik @eombined impa
on all classes of business of loss developmentigctiuring 2013, including commutations and thedi@ble trend of loss development rel:
to noneommuted policies compared to prior forecasts. figtancurred loss development resulting from seitiet of net advised case and L
reserves of $310.5 million for net paid losses 86&2 million, related to the settlement of mmmmuted losses in the year and
commutations and policy buyacks of assumed and ceded exposures (includingotihenutation of one of our top ten assumed expgsaine
one of our top ten ceded recoverables as at Jadu&d13). Net advised case and LAE reserves dditlavay of commutation and policy buy-
back during the year ended December 31, 2013 amduwot $29.8 million (comprising $97.3 million ofsaened case reserves and L
reserves partially offset by $67.5 million of cededurred reinsurance recoverable case reserves).

The increase in aggregate provisions for bad dEB2®d million was a result of additional provis@being allowed in the quarter
contractual disputes with reinsurers, offset byhcesllections and commutations on certain reinsteareceivables against which bad
provisions had been provided in earlier periods.

Year Ended December 31, 2012

The net reduction in ultimate losses and loss adjeist expense liabilities for the year ended Decardhh, 2012 of $238.0 million w
attributable to a reduction in estimates of neimdte losses of $218.1 million, a reduction in @&ggte provisions for bad debt of $3.1 mil
and a reduction in estimates of unallocated logssedent expense liabilities of $39.3 million, télg to 2012 rureff activity, partially offse
by the amortization, over the estimated payoutogkrf fair value adjustments relating to compamieguired amounting to $22.6 million.

The reduction in estimates of net ultimate losse$218.1 million comprised net incurred loss depetent of $49.3 million ar
reductions in net IBNR reserves of $267.4 milliBuring the three months ended December 31, 20X2pbthe Companyg insurance entitie
following an exposurdased review of all advised claims, allocated $52ildlon of net IBNR reserves to specific net casel LAE reserve
Excluding this allocation, net incurred loss depahent for the year ended December 31, 2012 wasazafale $3.1 million and reductions
net IBNR reserves amounted to $215.0 million. Therdase in the aggregate estimate of net IBNRwesaf $215.0 million, excluding t
allocation of $52.4 million from net IBNR reservisspecific net case and LAE reserves (comparekR 2.8 million during the year enc
December 31, 2011), was comprised of $36.4 miltelating to asbestos liabilities (compared to $57ifion in 2011), $2.6 million relating
environmental liabilities (compared to $2.8 million2011), $96.3 million relating to general casydhbilities (compared to $91.6 million
2011), and $79.7 million relating to all other rémiag liabilities (compared to $72.5 million in 201

The aggregate reduction in net IBNR reserves ob$2fhnillion was a result of the application, onasig consistent with the assumpti
applied in the prior period, of the Compasigctuarial methodologies to revised historicas ldsvelopment data, following 101 commutati
to estimate loss reserves required to cover ligslifor unpaid losses and loss adjustment expar$siing to norcommuted exposures. 1
prior period estimate of aggregate net IBNR resemmas reduced as a result of the combined impacillonlasses of business of |
development activity during 2012, including comntigias and the favorable trend of loss developmefdted to norcommuted policie
compared to prior forecasts. The net incurred fablerloss
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development, excluding the allocation by one of @wnpanys insurance entities of $52.4 million from net IBMéserves to specific net ¢
and LAE reserves, of $3.1 million, resulting fromttement of net advised case and LAE reserves3a¥ $ million for net paid losses
$314.5 million, related to the settlement of remmmuted losses in the year and 101 commutatiorsssdimed and ceded exposures.
incurred liabilities settled by way of commutatidaring the year ended December 31, 2012 amount&2@® million (comprising $163
million of assumed incurred liabilities partiallyffeet by $136.5 million of ceded incurred reinswarrecoverables) compared to the
aggregate reduction in advised case reserves dilmngame period of $317.6 million (excluding thleaation of $52.4 million from net IBN
reserves to specific net case and LAE reserves).

The reduction in aggregate provisions for bad @éi$3.1 million was a result of the collection @frtain reinsurance recoverables agi
which bad debt provisions had been provided inergperiods.

Year Ended December 31, 2011

The net reduction in ultimate losses and loss adjeist expense liabilities for the year ended DeaaBfh, 2011 of $293.5 million w
attributable to a reduction in estimates of ndtndte losses of $248.2 million, a reduction in @&ggte provisions for bad debt of $42.8 mil
and a reduction in estimates of unallocated logssadent expense liabilities of $45.1 million, talg to 2011 rumff activity, partially offse
by the amortization, over the estimated payoutguerf fair value adjustments relating to compamieguired amounting to $42.7 million.

The reduction in estimates of net ultimate losgeg2d1.2 million comprised net incurred favoralded development of $23.4 million &
reductions in net IBNR reserves of $224.8 millidhe decrease in the aggregate estimate of net IBN&ves of $224.8 million was compri
of $57.9 million relating to asbestos liabiliti€k2.8 million relating to environmental liabilitiesd $164.1 million relating to all other remair
liabilities. The aggregate reduction in net IBNRserves of $224.8 million was a result of the amlan, on a basis consistent with
assumptions applied in the prior period, of the @any’s actuarial methodologies to revised historicak ldgvelopment data, followi
113 commutations (including three commutations deted shortly after December 31, 2011), to estimags reserves required to cc
liabilities for unpaid losses and loss adjustmeeaises relating to naabmmuted exposures. The prior period estimate gfeggte net IBN
reserves was reduced as a result of the combinedcimon all classes of business of loss developraetitity during 2011, includir
commutations and the favorable trend of loss deretmt related to non-commuted policies comparemito forecasts.

The net incurred favorable loss development of 423llion, resulting from settlement of net advisedse and LAE reserves
$311.6 million for net paid losses of $288.2 milljorelated to the settlement of nhoommuted losses in the year and approximately
commutations of assumed and ceded exposures, exgltite three commutations completed subsequebetember 31, 2011. Net incur
liabilities settled by way of commutation duringetilear ended December 31, 2011 (excluding the tosenutations completed subseque
DecembeBl, 2011) amounted to $71.5 million compared tontdiereduction in advised case reserves duringahee period of $311.6 millio
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The reduction in aggregate provisions for bad dél$42.8 million was a result of the collectionjrparily during the three months ent
December 31, 2011, of certain reinsurance recolesamgainst which bad debt provisions had beenigedvin earlier periods.

Active Underwriting Segment

2013
Active
Underwriting

Balance as of January 1 $ —
Less: total reinsurance reserves recover —
Acquired on purchase of subsidiar 200,37-
Net increase in ultimate losses and loss adjusteegnses incurre:

Current perioc 19,30:
Net losses paic

Current perioc (30,62¢)
Effect of exchange rate movemt 1,28¢
Net balance as of December 190,33
Plus: total reinsurance reserves recover 25,05¢
Balance as at December $ 215,39.

The net increase in ultimate losses and loss ad@grdt expense liabilities for the active underwgtisegment for the year enc
December 31, 2013 was as follows:

Year Ended December 31, 201

Prior Period Current Period Total

Net losses pai $ — $ 30,62¢ $30,62¢
Net change in case and LAE reser — (9,627) (9,62
Net change in IBNR reserv: — (1,659 1,65:¢
Increase in estimates of net ultimate los — 19,35: 19,35:
Reduction in provisions for unallocated loss adpestt expense

liabilities — (49 49
Net increase in ultimate losses and loss adjustegrense liabilitie: $ — $ 19,308 $19,30¢

9. POLICY BENEFITS FOR LIFE AND ANNUITY CONTRACT S

The Company has entered into long duration cordrihett subject the Company to mortality, longewity morbidity risks and which ¢
accounted for as life and annuity premiums earhéd.and annuity benefit reserves are establishedguassumptions for investment yie
mortality, morbidity, lapse and expenses, includingrovision for adverse deviation. The Compangl@isthes and reviews its life and ann
reserves regularly based upon cash flow projectibhe Company establishes and maintains its lifeamuity reinsurance reserves at a |
that the Company estimates will, when taken togetlith future premium payments and investment ine@xrpected to be earned on assoc
premiums, be sufficient to support all future clstv benefit obligations and third party serviciaggligations as they become payable. The
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assumptions used to determine policy benefit reseave best estimate assumptions that are ldokiddeughout the life of the contract unle:
premium deficiency develops. The assumptions arewed no less than annually and are unlockedey ttesult in a material reserve chai
The Company establishes these estimates basedrapsaction specific historical experience, infotioraprovided by the ceding company
industry experience studies. Actual results couffed materially from these estimates. As the eigraze on the contracts emerges,
assumptions are reviewed by management. The Congeteymines whether actual and anticipated expegiémdicates that existing poli
reserves, together with the present value of futmoss premiums, are sufficient to cover the presatlue of future benefits, settlement
maintenance costs. If such a review produces reseirv excess of those currently held then the Incssumptions are revised anc
additional life and annuity benefit reserve is igtiaed at that time.

Policy benefits for life and annuity contracts a®acember 31, 2013 and 2012 were as follows:

2013 2012

Life $ 380,87 $11,02%
Annuities 963,32 —
1,344,19 11,02}

Fair value adjustmen (71,09 —
$1,273,10! $11,02%

10. PREMIUMS WRITTEN AND EARNED

The following tables provide a summary of net pnems written and earned in our non-life roffi- active underwriting and life al
annuities segments for the years ended Decemb@0338, 2012 and 2011:

2013 2012 2011
Premiums Premiums Premiums Premiums Premiums
Premiums

Written Earned Written Earned Written Earned
Non-life run-off
Direct $17,25( $121,98¢ $ — $ — $ — $ —
Assumec (3,089 2,27¢ — — — —
Ceded (4,939 (11,65)) — — — —
Net $ 9,23¢ $112,61: $ o $ = $ — $ =
Active underwriting
Direct 10,21+ 12,41¢ $ — $ — $ — $ —
Assumec 19,89( 19,79¢ — — — —
Ceded - - - - - -
Net $30,10¢ $ 32,21 $ — $ — $ — $ —
Life and annuities
Life $63,85¢ $ 94,98 $ 3,611 $ 3,511 $ 3,54: $ 3,54t

Non-life run-off

Net premiums written and earned by SeaBright tdt&&2 million and $112.6 million from the dateamfquisition to December 31, 20
respectively. Now that SeaBright’s exit from thendatory renewal process
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has been approved, the Company expects that S&aBrily no longer generate premiums written otheaurt for small adjustments relatec
premium audits and reinstatement premiums on puslfonritten policies. As at December 31, 2013,B&ht had total unearned premium:
$1.2 million.

Active underwriting

Net premiums written and earned by Atrium and Ardembined totaled $30.1 million and $32.2 millioespectively, from their dates
acquisition to December 31, 2013. As at DecembeR313, Atrium and Arden had total unearned premsiwi$59.5 million and $6.3 millio
respectively.

Life and annuities

Life and annuity premiums written by the Companlife and annuities segment totaled $63.9 mill$8.5 million and $3.5 million fc
the years ended December 31, 2013, 2012 and 2@4dedtively, and net earned premiums, over the gmmeds, totaled $95.0 million, $:
million and $3.5 million, respectively. The Compé&sijife companies continue to collect premiums iatren to the unexpired policies assur
on acquisition. As at December 31, 2013, Pavoniatbtal unearned premiums of $3.7 million.

For the year ended December 31, 2013, the Comgdifig’and annuities segment consisted of both Ravand Laguna, while for t
years ended December 31, 2012 and 2011, it codgi$ieaguna only

11. RETROSPECTIVELY RATED CONTRACTS

On October 1, 2003, SeaBright began selling wotkeosnpensation insurance policies for which the poensi varied based on ¢
experience. Accrued retrospective premiums arermé@ted based upon the loss experience of busingdsigct to such experience rat
adjustment, and are determined by and allocatéadividual policyholder accounts. Accrued retrogpex premiums are recorded as addit
to written or earned premium, and return retrospeqgiremiums are recorded as reductions from writteearned premium. During the pel
from February 7, 2013, the date of acquisitiorDezember 31, 2013, none of the Comparditect premiums written related to retrospecti
rated contracts. The Company has recorded $8.8omifbr retrospective premiums receivable and $2ilion for return retrospecti
premiums payable as at December 31, 2013.

12. GOODWILL AND INTANGIBLE ASSETS
The following tables show the Company’s goodwiltlantangible assets as at December 31, 2013 a2t 201

Intangible assets witt Intangible assets witt Intangible assets witt
2013 Goodwill a definite life-Other an indefinite life Total a definite life-FVA
Balance as at January 1, 20 $21,22: $ — $ — $ 21,22: $ 211,50°
Acquired during the ye: 38,84¢ 27,00( 63,00( 128,84¢ 33,62:
Intangible assets amortizati — — — — (21,18
Balance as at December 31,
2013 $60,07( $ 27,00( $ 63,00( $150,07( $ 223,94
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Intangible Intangible

assets assets Intangible asset:

with a with an

definite indefinite with a
2012 Goodwill life-Other life Total definite life-FVA
Balance as at January 1, 2012 $21,22: $ — $ — $21,22: $  243,90:
Acquired during the yes — — — — (9,825
Intangible assets amortizati — — — — (22,577)
Balance as at December 31, 2( $21,22: $ — $ — $21,22: $ 21150

Intangible assets with a definite life include:

0] Fair value adjustments (“FVA"jelate to outstanding losses and loss adjustmemeneses, policy benefits for life and ann
contracts and reinsurance recoverables and anediedtlas a component of each balance sheet line e are amortized
proportion to future premiums for policy benefits fife and annuity contracts and over the estichgi@yout or recovery peri
for outstanding losses and loss adjustment expamkgeinsurance recoverables; .

(i) Other intangible assets relate to the valuesoaiated with the distribution channel and brasidted to the Comparg/acquisitio
of Atrium. These assets will be amortized on aigit-line basis a over a period of ten to fifteen ye

Intangible asset amortization during the years érdecember 31, 2013, 2012 and 2011 totaled $21l®mi$22.6 million and $42
million, respectively

The gross carrying value, accumulated amortizadioth net carrying value of intangible assets by gpBecember 31, 2013 and 2!
were as follows:

2013 2012
Gross Carrying Accumulated Net Carrying Gross Carrying Accumulated Net Carrying
Value Amortization Value Value Amortization Value
Intangible assets with a definite lif
Fair value adjustment
Losses and loss adjustment expe $ 500,48 $(282,179) $ 218,300 $ 552,45! $(255,94) $ 296,51.
Reinsurance balances recovere (179,116 113,65¢ (65,457 (178,37 93,37: (85,009
Policy benefits for life and annuity
contracts 86,33 (15,239 71,09 — — —
Total 407,70: (183,759 223,94 374,07¢ (162,57)) 211,50°
Other::
Distribution channe 20,00( — 20,00( — — —
Brand 7,00( — 7,00( — — —
Total 27,00( — 27,00( — — —
Total intangible assets with a definite | 434,70: (183,75¢) 250,94 374,07¢ (162,57) 211,50°
Intangible assets with an indefinite lit
Lloyd’s syndicate capaci 32,90( — 32,90( — — —
Management contra 30,10( — 30,10( — — —
Total intangible asse $ 497,70. $(183,75) $ 313,94 $ 374,07¢ $(162,57) $ 211,50
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At December 31, 2013 the allocation of the goodwdallthe Company’s non-life ruoff and active underwriting segments was $
million and $38.8 million, respectively, as comphte $21.2 million and $nil as at December 31, 2012

The estimated amortization expense for each ofitieesucceeding fiscal years related to the Commmtangible assets with a defir
life for each segment is as follows:

Non-life Active Life and

Year Run-off Underwriting Annuities Total

2014 $23,48¢ $ (5,699 $ 9,271 $ 27,06¢
2015 19,24¢ (5,62¢) 8,24¢ 21,86¢
2016 16,37¢ (3,389 7,37: 20,36t
2017 14,56¢ (1,779 6,86 19,65:
2018 12,94( (579 6,13 18,49¢
Total $86,61¢ $ (17,059 $37,88: $107,44¢

13. LOANS PAYABLE

The Company’s loans payable consist of loan faedlitised to partially finance certain of the Conyparacquisitions or significant ne
business transactions and its Revolving Creditlida¢the “EGL Revolving Credit Facility”)which can be used for permitted acquisitions
general corporate purposes. The Company’s crediliti@s related to the Compars/’2011 acquisition of Clarendon National Insur:
Company (the “Clarendon Facility”) and its termifiéa related to the 2013 acquisition of SeaBrigtite “SeaBright Facility”)Until they wert
fully repaid on December 3, 2012, the Company Ak loans outstanding related to share repurchieemments with three of its executi
and certain trusts and a corporation affiliatechwlite executives.

For the years ended December 31, 2013, 2012 andl, 260@ Company incurred interest expense of $18lbm $8.4 million anc
$8.5 million, respectively, on its loan facilitiesd loans related to the share repurchase agrezmdindf the Companyg currently outstandir
loan facilities are floating rate loans, and thie ¥alues of these loans approximate their bookes

Amounts of loans payable outstanding, and accrotteast, as of December 31, 2013 and 2012 tota2.84%illion and $107.4 milliol
respectively, and comprise:

December 31 December 31
Facility

Facility Date of Facility Term 2013 2012
EGL Revolving Credit Facility July 8, 201 5 Year: $ 258,80( $ —
SeaBright Facility December 21, 20: 3 Year: 111,00( —
Clarendon Facility July 12, 201 4 Year: 78,99¢ 106,50(
448,79! 106,50(
Accrued interes 3,651 93C
Total loans payabl $ 452,44t $ 107,43

Amendment and Restatement of EGL Revolving CredicHity

On July 8, 2013, the Company, and certain of itssgliaries, as borrowers, as well as certain dfutssidiaries, as guarantors, entered
an amendment and restatement of its existing Ren@Rredit Facility
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Agreement with National Australia Bank Limited (“NB&) and Barclays Bank PLC (“Barclays"as mandated lead arrangers, NAB, Barc
and Royal Bank of Canada, as original lenders,N#iB as agent (the “Restated Credit Agreementtje Restated Credit Agreement prov
for a fiveyear EGL Revolving Credit Facility (expiring in u2018) pursuant to which the Company is permiteeborrow up to an aggreg
of $375.0 million, which is available to fund pettail acquisitions and for general corporate purgRoEke previously existing Revolving Cre
Facility Agreement had provided for a three-yea5®2 million facility that was set to terminatedone 2014. The Compasyability to drav
on the EGL Revolving Credit Facility is subjectdastomary conditions.

The EGL Revolving Credit Facility is secured byiratfpriority lien on the stock of certain of th@@panys subsidiaries and certain bi
accounts held with Barclays in the name of the Camgpand into which amounts received in respecingfaapital release from certain of
Companys subsidiaries are required to be paid. Interepaj@ble at the end of each interest period chbgaihe Company or, at the latt
each six months. The interest rate is LIBOR plT$%, plus an incremental amount tied to certaimlagry costs, if any, that may be incui
by the lenders. Any unused portion of the EGL Rewig) Credit Facility will be subject to a commitnidiee of 1.10%. The EGL Revolvi
Credit Facility imposes various financial and besis covenants on the Company, the guarantors ataincether material subsidiari
including limitations on mergers and consolidaticesquisitions, indebtedness and guarantees,atgmtis as to dispositions of stock and as
restrictions on dividends and limitations on lieAs. of December 31, 2013 all of the financial couats relating to the EGL Revolving Cre
Facility were met.

During the existence of any event of default (eecjed in the Restated Credit Agreement), the aigey cancel the commitments of
lenders, declare all or a portion of outstandingants immediately due and payable, declare all poréion of outstanding amounts paye
upon demand or proceed against the security. Duhiagexistence of any payment default, the intenatst would be increased by 1.0%.
EGL Revolving Credit Facility terminates and all @mts borrowed must be repaid on the fifth annimgrof the date of the Restated Cr
Agreement.

During 2013, the Company borrowed $258.8 milliomlemthe EGL Revolving Credit Facility to fund centacquisitions and for gene
corporate purposes. The interest rate on thesewimgs was approximately 2.9%, subject to peri@djustment in accordance with the te
of the EGL Revolving Credit Facility.

Clarendon Facility

On March 4, 2011, the Company, through ClarendoldiHgs, Inc., entered into a $106.5 million terraifidy agreement (theClarendo!
Facility”) with NAB. The Clarendon Facility providea fouryear term loan facility, which was fully drawn upon July 12, 2011 to fund 5(C
of the purchase price of Clarendon.

The Clarendon Facility is secured by a securitgriest in all of the assets of Clarendon Holdings,, las well as a first priority lien on
stock of both Clarendon Holdings, Inc. and Clarendaterest is payable at the end of each intgresbd chosen by Clarendon Holdings,
or, at the latest, each six months. The interdst iEgLIBOR plus 2.75%. The Clarendon Facility ishject to various financial and busin
covenants, including limitations on mergers andsolidations, restrictions as to disposition of &taad limitations on liens on the stock. A
December 31, 2013, all of the financial covenaelating to the Clarendon Facility were met.

During the existence of any payment default, therest rate is increased by 1.0%. During the extsteof any event of default
specified in the term facility agreement), the lersdmay declare all or a portion of outstanding am® immediately due and payable, dec
all or a portion of borrowed amounts payable upemand, or proceed against the security. The Clarer@cility terminates and all amou
borrowed must be repaid on July 12, 2015.

175



Table of Contents

ENSTAR GROUP LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (C ontinued)

On July 31, 2013, the Company repaid $27.5 milladrnthe outstanding principal on its Clarendon Rciteducing the outstandi
principal as of December 31, 2013 to $79.0 million.

SeaBright Facility

On December 21, 2012, the Company, through AML Asitjan, Corp. (“AML Acquisition”), entered into a Term Facility Agreem
with NAB and Barclays (the “SeaBright Facility”)h& SeaBright Facility provides a foyear term loan facility, which AML Acquisition fuyt
drew down on February 5, 2013 in an amount of ¥lidillion to partially fund the Comparny’acquisition of SeaBright Holdings, |
(“SeaBright”). The Company acquired SeaBright on February 7, 231&ay of a merger of AML Acquisition with and in®eaBright (th
“Merger”), with SeaBright surviving the Merger as iadirect, wholly-owned subsidiary of the Company.

Following completion of the Merger, SeaBright (he survivor of the Merger) became the borrower utide SeaBright Facility and t
facility became secured by a security interestlinfahe assets of SeaBright, a pledge of thelstfSeaBright by its sole stockholder, a ple
of the stock of SeaBright Insurance Company, Paldthnaged Care Services, Inc., and PointSure Insar&ervices, Inc. (which are wholly-
owned subsidiaries of SeaBright) by SeaBright, asécurity interest in all of the assets of Palddimaged Care Services, Inc. and Point
Insurance Services, Inc.

From the date of the SeaBright Facility until thevd down on February 5, 2013, the undrawn and wetbm amount of the SeaBri
Facility incurred a fee of 1% per annum. Interastamounts borrowed under the SeaBright Facilityagable at the end of each interest pe
chosen by the borrower or, at the latest, eacimsimths. The interest rate is LIBOR plus 2.75% Fa first 18 months from February 5, 2!
and increases to LIBOR plus 3.50% thereafter; herést rate is subject to increase by an incremhantount tied to certain regulatory cost
any, that may be incurred by the lenders. The SghBFacility imposes various financial and busgesvenants on SeaBright, includ
limitations on mergers and consolidations, acqois#, indebtedness and guarantees, restrictiots dispositions of stock and assets (ex
for certain permitted dispositions), restrictions dividends, and limitations on liens. As at Decem®1, 2013, all of the financial covene
relating to the SeaBright Facility were met.

During the existence of any payment default, therest rate would be increased by 1.0%. Duringettistence of any event of default
specified in the SeaBright Facility), the lendergyncancel their commitments, declare all or a partf outstanding amounts immediately
and payable, declare all or a portion of borrowetbants payable upon demand, or proceed againsseterity. The SeaBright Facil
terminates and all amounts borrowed must be regaidecember 21, 2016, the fourth anniversary ofitite the facility was put in place.

SeaBright Surplus Notes

On August 26, 2013, the Company fully repaid théstaunding principal and accrued interest of $12illian associated with tt
subordinated floating rate surplus notes issuedSkbgBright in a private placement in May 2004. ieserexpense for the period fr
February 7, 2013 (the date of acquisition of Segiigjito December 31, 2013 was $0.3 million.

14. REDEEMABLE NONCONTROLLING INTEREST

The redeemable noncontrolling interest comprises4®% ownership interest in Northshore held by &mtd Northshore owns 100%
Atrium and Arden. The redeemable noncontrollingeiiest is classified outside of permanent sharehsiidequity on the Company’
consolidated balance sheets due to the redemption
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rights held by Trident, which are described in N8te- Acquisitions. The Company recognizes changes imgbddlemption value of the Tride
interest in Northshors’earnings as if the balance sheet date was asedemption date. As at December 31, 2013, there no adjustmer

recorded through retained earnings as the redempéilue of the Trident interest approximated itsyiag value.

A reconciliation of the beginning and ending camgyiamount of the equity attributable to the redddmaoncontrolling interest is

follows:

Balance as at December 31, 2012

Redeemable noncontrolling interest, initial conttibns

Net earnings attributable to redeemable noncomipihteres!
Balance as at December 31, 2(

15. SHARE CAPITAL

As at December 31, 2013 and 2012, the authorizatestapital was 111,000,000 ordinary shares (“\go@rdinary Shares”) and non-
voting convertible ordinary shares (“Non-Voting @rary Shares”)each par value $1.00 per share and 45,000,000rgnefe shares of f
value $1.00 per share. Each Voting Ordinary Shatiles the holder thereof to one vote. In accocdanith the Company’s bylaws, howeve
any U.S. shareholder or direct foreign sharehotteup whose shares constitute 9.5% or more of thimgy power of our Voting Ordina

Shares would be entitled to less than one votedoh Voting Ordinary Share held by them.

Issued and fully paid Voting Ordinary Shares of yaue $1.00 each:

Redeemable
noncontrolling

interest

96,68¢
4,17(¢

$ 100,85¢

2013 2012
Balance, beginning of year $13,75: $13,66¢
Issue of share 6 43
Share awards granted/ves 45 44
Balance, end of ye: $13,80: $13,75:
Issued and fully paid Series A non-voting convéetitirdinary shares of par value $1.00 each:
2013 2012
Balance, beginning and end of year $2,97: $2,97:
Issued and fully paid Series C non-voting convégtdrdinary shares of par value $1.00 each:
2013 2012
Balance, beginning and end of year $2,72¢ $2,72¢

Series B, C and D Non-Voting Ordinary Shares

In connection with the transactions consummatedyant to the April 20, 2011 Investment Agreemehe (tinvestment Agreement”
between the Company and GSCP VI AlV Navi, Ltd., ®S@ Offshore Navi, Ltd., GSCP VI Parallel AIV NaJitd., GSCP VI Employe

Navi, Ltd., and GSCP VI GmbH Navi, L.P. (collectiyg
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the “Purchasers”), each of which is an affiliateGdldman, Sachs & Co., the Company has authorizaah\foting Ordinary Shares in thr
different series: Series B, C and D. Only SerieddD-Voting Ordinary Shares are issued and outstandihgre is no economic difference
the sub-series of Non-Voting Ordinary Shares, baté are slight differences in the limited votiights of each sulBeries that are designec
address certain regulatory matters that may afffecPurchasers.

In accordance with the Investment Agreement, then@oy issued and sold to the Purchasers, at tliffeeedt closings that occurr
during 2011, securities for an aggregate purchase pf $291.6 million. As a result of all threesings, the Purchasers received: (i) 665
Voting Ordinary Shares, (ii) 2,725,637 Series C Nating Ordinary Shares, and (iii) warrants prowiglithe right to acquire 340,820 Non:
Voting Ordinary Shares for an exercise price of$QJper share, subject to certain adjustments gtkite on April 20, 2021.

The Purchasers may elect to convert their Votingi@ry Shares into Series B Non-Voting Ordinary r8ka Series C NoWoting
Ordinary Shares or Series D Non-Voting Ordinaryr8haHolders of the Series C Nbioting Ordinary Shares have the right to convedh
shares, on a share-for-share basis, subject @irerdjustments, into Series D N¥oting Ordinary Shares at their option. Holdergtef Serie
B Non-Voting Ordinary Shares would have the rightbnvert such shares on a sharestoare basis, subject to certain adjustments, ioting
Ordinary Shares, Series C Non-Voting Ordinary ShareSeries D Non-Voting Ordinary Shares at thptiam.

Series B Convertible Participating N-Voting Perpetual Preferred Stock

In connection with the agreement to acquire ToomsJuly 8, 2013, the Company’s Board of Directargated 4,000,000 shares of Se
B Convertible Participating Non-Voting Perpetuakferred Stock, par value $1.00 per share (the “Moting Preferred Shares”jrom the
authorized and unissued preference shares. The &ogmyll issue a combination of Voting Ordinary $mand Non/oting Preferred Shar
to certain shareholders of Torus at closing ofAhealgamation, as described in Note 3 — Acquisitions

The Non-Voting Preferred Shares:

e rank on parity with the Voting Ordinary Shares atmh-Voting Ordinary Shares, but would rank senior ty ather class or seri
of share capital of the Company, unless the tefrasp such class or series shall provide otherv

« would receive dividends when, and if, and in thmmeamounts (on an asnverted basis), dividends are declared on thény
Ordinary Shares and/or N-Voting Ordinary Shares

e automatically convert on a one-to-one basis injov@ting Ordinary Shares upon the transfer of siicm-Voting Preferred Shar
to any person other than an affiliate of First Resef that transfer qualifies as a widely dispersdfering and (ii) a new series
Nonr-Voting Ordinary Shares of the Company upon the@gl by the Company’s shareholders of an amendtoethie Company
bye-laws to authorize such serit

* have a liquidation preference of $0.001 per stemnd,thereafter are entitled to participate (onsocaverted basis) with the Voti
Ordinary Shares and the N-Voting Ordinary Shares in the distribution of remag assets; an

* have no voting rights other than: (i) in the evehta proposed change to the Compangtganizational documents that wc
significantly and adversely affect the rights o# tNonVoting Preferred Shares, (ii) certain share exckang reclassifications
the NonVoting Preferred Shares, (iii) certain mergers onsolidations of the Company, or (iv) a voluntaiguldation o
dissolution of the Compan
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16. EARNINGS PER SHARE

The following table sets forth the comparison ofibaand diluted earnings per share for the yeate@m®ecember 31, 2013, 2012
2011:

2013 2012 2011
Basic earnings per ordinary she
Net earnings attributable to Enstar Group Lim $ 208,60: $ 168,01 $ 153,69
Weighted average ordinary shares outstan— basic 16,523,36 16,441,46 13,930,22
Net earnings per ordinary share attributable tad&rSroup

Limited — basic $ 12.62 $ 10.22 $ 11.02
Diluted earnings per ordinary sha
Net earnings attributable to Enstar Group Lim $ 208,60: $ 168,01 $ 153,69
Weighted average ordinary shares outstan— basic 16,523,36' 16,441,46 13,930,22
Share equivalent:

Unvested share 117,85( 162,45: 196,67(

Restricted share uni 18,05¢ 19,47¢ 69,72:

Warrants 44,16 —

Options — 14,62¢ 15,82¢
Weighted average ordinary shares outstan— diluted 16,703,44 16,638,02 14,212 44
Net earnings per ordinary share attributable tad&rSroup

Limited — diluted $ 12.4¢ $ 10.1C $ 10.81

17. EMPLOYEE BENEFITS
Summary
Components of salaries and benefits are summaazéallows:
2013 2012 2011
Salaries and benefits $ 83,56: $ 63,68¢ $55,64:
Defined contribution pension plan expel 6,02 4,24( 4,86¢
2006 equity plai 2,92 2,89¢ 2,66:
Annual incentive pla 32,10% 29,65( 26,67¢
Total salaries and benef $124,61¢ $100,47: $89,84¢
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Employee share plans
Employee share awards are summarized as follows:

2013 2012 2011
Weighted Weighted Weighted
Average Average Average
Number of Fair Number of Fair Number of Fair

Value of Value of Value of

Shares the Award Shares the Award Shares the Award

Nonvestec— January 1 160,64« $17,98¢ 203,93( $20,02¢ 153,93( $13,01¢
Grantec 4,95¢ 557 5,63: 472 71,62 5,957
Vested (50,449 5,85t (48,919 4,73¢ (21,62) 1,90
Nonvestec— December 3: 115,15¢  $15,99° 160,64« $17,98¢ 203,93(  $20,02¢

2006 Equity Incentive Plan / 2011-2015 Annual Incéve Compensation Program

For the years ended December 31, 2013, 2012 antl 21191 and 16,328 shares, respectively, werarded to employees under
2006 Equity Incentive Plan (the “Equity Plan”).

The total unrecognized compensation cost relatetie¢cCompany’s nomested share awards under the Equity Plan as agnieer 31
2013 and 2012 was $4.7 million and $7.6 millionspectively. This cost is expected to be recognieeenly over the next 1.8 yee
Compensation costs of $2.9 million, $2.8 milliord&#2.7 million relating to these share awards wecegnized in the Comparsy/statement
earnings for the years ended December 31, 2012, &3d 2011, respectively.

The total value of the awards for the years endecebhber 31, 2013 and 2012 were $nil and $1.5 millidh the value of the 2012 awi
being charged against the Enstar Group Limited Z15 Annual Incentive Compensation Program (thecehtive Program™accrua
established for the year ended December 31, 2011.

The accrued expense relating to the Incentive RBrodor the years ended December 31, 2013 and 2@52%82.1 million and $2¢
million, respectively, as compared to $26.7 millitox the year ended December 31, 2011 relatinchéoBnstar Group Limited 200831(
Annual Incentive Compensation Program (“2006 PnygyaThe 2006 Program ended effective December 31, 200(-ebruary 23, 2011, t
Company adopted the Incentive Program.

Enstar Group Limited Employee Share Purchase Plan

For the years ended December 31, 2013, 2012 antl 26inpensation costs of less than $0.1 millioatiey to the shares issued ur
the Amended and Restated Enstar Group Limited EyeplocShare Purchase Plan (the “Share Plan”) wemgnée=d in the Company’

statement of earnings. As at December 31, 2013 20d 2011, 4,959, 5,442 and 5,208 shares haveismed to employees under the S
Plan.

Deferred Compensation and Ordinary Share Plan foohtEmployee Directors

For the years ended December 31, 2013, 2012 ant, 30866 3,029 and 4,193 restricted share unispeatively, were credited to 1
accounts of non-employee directors under the ErStaup Limited Deferred Compensation and Ordinaharg Plan for Noremployet
Directors. The Company recorded expenses relatdfietoestricted share units for the years endecdber 31, 2013, 2012 and 2011 of ¢
million, $0.3 million and $0.4 million, respectiyel
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Pension Plan

The Company provides pension benefits to eliginipleyees through various plans sponsored by thep@amn All pension plans, exct
for the noncontributory defined benefit pensionnpkcquired in the 2010 PW Acquisition Company teatisn (the “PWAC Plan”)are
structured as defined contribution plans. Pensigreese for the years ended December 31, 2013, 2012011 was $6.0 million, $4.5 milli
and $4.9 million, respectively.

In addition, the Company recorded pension expegis¢ing to the PWAC Plan for the years ended Deeer@b, 2013, 2012 and 2011
$0.7 million, $0.8 million and $0.6 million, resgaely. During 2013, an actuarial review was pemied on the PWAC plan, which determi
that the PWAC Plas’ unfunded liability, as at December 31, 2013, &8 million as compared to $13.9 million as at &eber 31, 2012. /
at December 31, 2013, PW Acquisition Company hadcanued liability of $7.8 million for the unfund@WAC Plan liability.

18. TAXATION
Earnings before income taxes includes the follovaamponents:

2013 2012 2011
Domestic (Bermuda) $193,06: $ 30,83¢ $ 44,98:
Foreign 66,37¢ 204,97! 188,75!¢
Total $259,44. $235,80! $233,74.
Tax expense (benefit) for income taxes is comprifed
2013 2012 2011
Current:
Domestic (Bermudz $ — $ — $ —
Foreign 30,787 34,70¢ 28,92:
30,78° 34,70« 28,92¢
Deferred:
Domestic (Bermudz — — —
Foreign 4,83 9,58¢ (3,640
4,832 9,58¢ (3,640
Total tax expens $35,61¢ $44,29( $25,28:¢

Under current Bermuda law, the Company and its Bearsubsidiaries are exempted from paying any texBgrmuda on their incor
or capital gains until March 2035.

The Company has operating subsidiaries and brapehations in the United Kingdom, Australia, the 1ddi States and Europe an
subject to federal, foreign, state and local tardbkose jurisdictions. In addition, certain dibtriions from some foreign sources may be su
to withholding taxes.

The expected income tax provision for the foreigrerations computed on pre-tax income at the weilghterage tax rate has b
calculated as the sum of the pre-tax income in @agddiction multiplied by that jurisdiction’s appable statutory tax rate.
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The actual income tax rate differed from the amaamhputed by applying the effective rate of 0% urBermuda law to earnings befi

income taxes as shown in the following reconciiati

__2012 __2011
Earnings before income tax $235,80¢ $233,74:
Expected tax rat —% —%
Foreign taxes at local expected re 20.8% 19.2%
Change in uncertain tax positio 0.1% —%
Change in valuation allowan: (3.0% (8.9%
Impact of Australian tax consolidatic —% 0.8%
Other 0.S% (0.8)%
Effective tax rate 18.£% 10.8%

Deferred income taxes arise from the recognitioneaiporary differences between income determinediiancial reporting purpos
and income tax purposes. The temporary differetieasgive rise to significant portions of the deéertax assets and deferred tax liabilities

presented in the table below:

As of December 31

2013 2012
Deferred tax asse
Benefit of losses, deductions, and other carryfods $ 187,37 $ 162,38¢
Claims reserves, principally due to discountingtéor 217,28 27,19¢
Allowance for doubtful accounts receival 22,30 16,70!
Investments — 7,552
426,96: 213,83
Deferred tax liabilitie:
Investments (31,939 (11,999
Unrecognized incom (21,740 —
Intangible asset from acquisitit (18,000 —
Other (5,429 —
Net deferred tax asset before valuation allowe 349,86° 201,84l
Valuation allowanct (366,65() (202,36!)
Net deferred tax liabilit $ (16,78)) $ (529

As of December 31, 2013 and 2012, U.K. insurandssidiaries and branch operations had tax loss foawvgrds, which do not expil
and deductions available for tax purposes of apprately $357.4 million and $346.9 million, respgety. Certain of the Comparg’U.K.
insurance and reinsurance subsidiaries have tax dasryforwards that arose prior to acquisition.deinU.K. tax law, these tax Ic
carryforwards are available to offset future tarabkcome generated by the acquired company wittiroet limit.

As of December 31, 2013 and 2012, U.S. subsididneed deductible losses for tax purposes of appratdéiy $315.0 million ar
$234.5 million, respectively. Under U.S. tax lahese tax losses can be carried forward and couddvdiéable to offset future taxable incom:

the companies that experienced the losses.
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The Company has estimated future taxable inconits dbreign subsidiaries and has provided a vabmasillowance in respect of the
loss carryforwards where it does not expect toizea benefit. The Company has considered all avigilevidence using arfore likely tha
not” standard in determining the amount of the sabn allowance.

The Company had unrecognized tax benefits of $2IRom $5.8 million and $5.6 million relating toneertain tax positions as
December 31, 2013, 2012 and 2011, respectively.

During the years ended December 31, 2013, 2012281d, there were certain reductions to unrecognizedbenefits due to tl
expiration of statutes of limitations of $0.3 noli, $nil and $0.1 million, respectively, which wéneluded in net earnings.

A reconciliation of the beginning and ending amoeininrecognized tax benefits is as follows:

2013 2012 2011

Balance, beginning of year $ 5,821 $5,621 $5,56¢
Gross increase— tax positions related to prior yee 114 221 161
Gross decreas+— tax positions related to prior yee (3,346 (12 —
Lapse of statute of limitatior (340 (9) (106)
Balance, end of ye: $ 2,24¢ $5,821 $5,621

Included in the balances at December 31, 2013, 2022011 were $1.5 million, $4.4 million and $Mmdlion, respectively, of ta
positions for which the ultimate deductibility igghly certain but for which there is uncertaintyoabthe timing of such deductibility. Beca
of the impact of deferred tax accounting, othenthderest and penalties, the disallowance of tweter deductibility period would not affe
the annual effective tax rate but would acceleffagepayment of cash to the taxing authority to aier period.

It is reasonably possible that the amount of urge®d tax benefits with respect to certain of timeecognized tax positions co
decrease by up to approximately $2.0 million witthia next 12 months if the statute of limitationpiees on certain tax periods.

The Company recognizes accrued interest and pesattlated to unrecognized tax benefits as a pamcome tax expense. During
years ended December 31, 2013, 2012 and 2011, ¢napd&hy recognized a benefit for the reversal ofragt and penalties relatec
unrecognized tax benefits due to the expiratiothefstatute of limitations in the amount of $0.2liom, $nil and $0.1 million, respectively. T
Company had approximately $0.7 million, $1.5 milliand $1.2 million accrued for the payment of iestrand penalties related
unrecognized tax benefits at December 31, 2013 208 2011, respectively.

The Companys operating subsidiaries in specific countries rhaysubject to audit by various tax authorities amaly have differei
statutes of limitations expiration dates. With lied exceptions, the Compasyiajor subsidiaries that operate in the UnitedeStdJnite
Kingdom and Australia are no longer subject togaaminations for years before 2007, 2010 and 2@&pectively.

Because the Company operates in many jurisdictithaget earnings are subject to risk due to chaptax laws and tax rates around
world. The current, rapidly changing economic eoniment may increase the likelihood of substantiainges to tax laws in the jurisdiction:
which it operates. The Company cannot predict wihatny, legislation will actually be proposed aragted, or what the effect of any s
legislation might be on the Company'’s financial dition and results of operations.
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19. RELATED PARTY TRANSACTIONS
Stone Point Capital LLC

Following several private transactions occurringnirMay 2012 to July 2012, Trident acquired apprately 9.7% of the Comparg’
voting ordinary shares. On November 6, 2013, thm@any appointed James D. Carey to its Board ofdiire. Mr. Carey is the sole mem
of an entity that is one of four general partndrshe entities serving as general partners forTthident funds, is a member of the investn
committees of such general partners, and is a mearzk senior principal of Stone Point Capital Lltle manager of the Trident funds
addition, the Company entered into certain agre¢sneith Trident with respect to Trident's @ovestments in the Atrium and Ard
acquisitions and the pending Torus acquisition.eRéd Note 3 — “Acquisitions” for a description dfiese cdavestment transactior
Mr. Carey serves as a Trident representative onbtieed of the holding company established in cotioecwith the Atrium/Arden co-
investment transaction and is expected to senarapresentative on the Torus board and on thedlafathe holding company establishe:
connection with the Torus co-investment transachidiowing the closing of the Amalgamation.

The Company has investments in two funds (carriéthinv other investments) affiliated with entitiesvoed by Trident. As ¢
December 31, 2013, the fair value of the investsménthe two funds was $87.7 million. The Compaay hlso invested in a fund manage
Sound Point Capital, an entity in which Mr. Caregshan approximately 4% indirect ownership intermsti serves as director. As
December 31, 2013, the fair value of this investmeas $21.6 million. The Company has recognize@ $dillion in net realized and unrealiz
gains in respect of this investment as of Decer3iteP013.

Subsequent to December 31, 2013, the Company mede@itment to invest up to $20.0 million in thadent Parallel VI Fund, a ful
managed by Stone Point Capital LLC.

Goldman Sachs & Co.

As of December 31, 2013, affiliates of Goldman Sag&hCo. (“Goldman Sachs”) own approximately 4.8%tloé Companys voting
ordinary shares and 100% of the Company’s wating convertible ordinary shares. Sumit Rajpahanaging director of Goldman Sachs,
appointed to the Board of Directors in connectidthvGoldman Sachshvestment in the Company. As of December 31, 288 ,Compan
had an investment in one fund (carried within otimmestments) affiliated with entities owned by @Gwolan Sachs, which had a fair valu
$3.2 million. Subsequent to December 31, 20130mmpany invested £12.5 million in indirect neating interests of two companies affilia
with Hastings Insurance Group Limited. The Comparngterests are held in accounts managed by &ffliaf Goldman Sachs. Goldman S:
affiliates have an approximately 50% interest ia Hhastings companies, and Mr. Rajpal serves aseatdi of the entities the Company
invested in.

Affiliates of Goldman Sachs own approximately 22%Gtobal Atlantic Financial Group (“GAFG"which owns entities that provi
reinsurance to Arden. As at December 31, 2013Cirapanys total reinsurance recoverable from GAFG entiiemunted to $340.8 millio
As at December 31, 2013, reinsurance balances eeglole from a particular nated GAFG entity with a carrying value of $256.1llion
represented 10% or more of the Company’s total liienun-off reinsurance balances recoverable. The $256llilomrecoverable from th
GAFG entity at December 31, 2013 was secured lbysh &account. The balance of $84.7 million as atdbeber 31, 2013 was recoverable f
GAFG entities rated A- and higher.
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20. RETAINED EARNINGS AND STATUTORY RESTRICTIONS
Restrictions on the Payment of Dividends

The Companys ability to pay dividends to its shareholders épehdent upon the ability of its insurance andswiance subsidiaries
distribute capital and pay dividends to it. The @amy’s insurance and reinsurance subsidiaries are subjeertain regulatory restrictions
the distribution of capital and payment of dividerid the jurisdictions in which they operate as enoily described below. The restrictions
generally based on net income or levels of cajitel surplus as determined in accordance with tlewaet statutory accounting practic
Failure of these subsidiaries to meet their appleeaegulatory requirements could result in resitiits on any distributions of capital or retai
earnings and/or stricter regulatory oversight & subsidiaries. In addition, the Compangbility to pay dividends and make other form
distributions is further limited by repayment olaligpns in the Company’s outstanding loan faciligyeements.

As at December 31, 2013, the amount of consolidag¢gined earnings of the Company that was freeesfrictions and therefc
potentially available to be distributed to the Ca@myp's ordinary shareholders was $1,177.5 million (2C972.9 million). This amount is he
primarily within our insurance and reinsurance #ibsies and represents retained earnings heldaset companies in excess of their minin
regulatory requirements. Although these amountsraexcess of statutory minimums, regulators mayetioeless further restrict distributia
and therefore actual amounts available for distigiouto shareholders are likely to be significarithgs. In addition, the Company does
intend to pay dividends on its ordinary sharesit @astends instead to reinvest any distributionmnirits subsidiaries back into the Compi
primarily as a means to fund future acquisitions.

Statutory Restrictions

The Companys insurance and reinsurance subsidiaries prepairestatutory financial statements in conformitythwétatutory accountir
practices prescribed or permitted by the applicabéal regulatory authority. The statutory financsgatements may vary materially fr
statements prepared in accordance with U.S. GAAP.

The statutory capital and surplus amounts for gy ended December 31, 2013 and 2012 and stahgbiycome (loss) amounts for
years ended December 31, 2013, 2012 and 2011 éoCtmpan’s insurance and reinsurance subsidiaries basecimla, the Unite
Kingdom, Australia, the United States and Europesves follows:

Statutory Capital and Surplus

Minimum Required Actual Statutory Income (Loss)

2013 2012 2013 2012 2013 2012 2011
Bermuda $109,01( $ 92,60¢ $833,26: $627,33! $103,85: $98,247 $ 80,02:
U.K. $ 83,41( $ 80,32« $592,99. $506,45¢ ¢ 76,68: $64,01t $114,40:
Australia $ 65,89 $ 82000 $99,17: $94,04: $ 19,13 $ 4,651 $ 13,97¢
u.S. $138,33: $102,11: $879,94° $44581¢ $ 4,72t $(42,109 $ (8,239
Europe $ 12,968 $ 38,64: $142,21¢ $173,97: $ 11,038 $ 7,57¢ $ 22,35¢

The Companys insurance and reinsurance subsidiaries are $ubjeécsurance laws and regulations in the juridis in which the
operate, including Bermuda, the United Kingdom, thalg, the United States and Europe. Certain ristaspects of these laws and regulal
as they relate to solvency, dividends and capitdlsurplus are summarized below.
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Bermuda — Non-life Run-off / Active Underwriting

The Company’s Bermudbased insurance and reinsurance subsidiaries gigter@d under the Insurance Act 1978 of Bermudi
related regulations, as amended (the “Insuranc8.Aldte Insurance Act requires that the CompanyésmBudabased insurance and reinsure
subsidiaries maintain certain solvency and ligyidiandards. The minimum liquidity ratio requirbattthe value of relevant assets must n
less than 75% of the amount of relevant liabiliti#@e minimum solvency margin, which varies depegdbn the class of the insurer
determined as a percentage of either net resesvésstes and loss expenses or premiums or purBuarrisk-based capital measure.

Each of the Compang’regulated Bermuda insurance and reinsurancedsafiss would be prohibited from declaring or payiany
dividends if it were in breach of its minimum sahoy margin (which is a function of outstanding kssor liquidity ratio (which is a functi
of relevant assets) or if the declaration or payneéisuch dividends would cause it to fail to meeth margin or ratio. In addition, each of
Companys regulated Bermuda insurance and reinsurancedsatiss is prohibited, without the prior approvéltioe Bermuda regulator, frc
reducing by 15% or more its total statutory capitslset out in its previous year’s statutory finahstatements. In addition, the Company’
Bermuda insurance companies that are in run-offexqeired to seek regulatory approval for any diwidis or distributions.

As of December 31, 2013 and 2012, each of the CoppaBermudabased insurance and reinsurance subsidiaries edteabei
respective minimum solvency and liquidity requirense The Bermuda insurance and reinsurance sutisglia aggregate exceeded minirn
solvency requirements by $724.3 million as of Delben81, 2013 (2012: $534.7 million) and exceededimmm liquidity requirements |
$459.1 million as of December 31, 2013 (2012:; $36&8illion).

United Kingdom — Non-life Run-off

The Company’s U.K. based insurance subsidiariesregalated by the U.K. Prudential Regulatory Auityo(the “PRA") and thi
Financial Conduct Authority (the “FCA”")which together replaced the Financial Services ity effective April 1, 2013 (the PRA and F(
collectively, the “U.K. Regulator”).

The Company’s U.Kbased insurance subsidiaries are required to nmairstdequate financial resources in accordance Wit
requirements of the U.K. Regulator. The calculatdérihe minimum capital resources requirementsnip particular case depends on, arr
other things, the type and amount of insurancenssi written and claims paid by the insurance compas at December 31, 2013 and 2!
all of the Company U.K. insurance subsidiaries maintained capitadxpess of the minimum capital resources requirésn@nr received
waiver from the U.K. Regulator from the requirememtemedy any shortfall) and complied with theewaint U.K. Regulator requirements.
U.K.-based insurance subsidiaries, in aggregate, mdgntaiapital in excess of the minimum capital resesirequirements by $509.6 mill
and $426.1 million as of December 31, 2013 and 2fshectively.

In addition, the U.K. Regulator’s Individual Capitadequacy Standards framework (“ICAS framework§quires insurance compar
to carry out various capital modeling and risk ngamaent exercises in order to calculate a compaegific Individual Capital Assessm
amount (“ICA amount”), which is the compangyinternal calculation of its capital requiremeuntgler the ICAS framework. This is intende:
ensure a company holds sufficient capital such thete is no material risk that its liabilities ca be met as they fall due. In 2009,
European Parliament approved the Solvency Il fraotkwirective. Solvency Il is expected to take effin January 2016. Solvency Il will :
out new, strengthened Eliide requirements on capital adequacy and risk gemant for insurers with the aim of increasing @diblde
protection, instilling greater risk awareness angroving the international competitiveness of EbBuirers.
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The U.K. Regulator’s rules require the Company.K. insurance subsidiaries to obtain regulatpproval for any proposed or act
payment of a dividend. The U.K. Regulator uses@? and the estimated capital requirement for Sotyell purposes when assessing reqt
to make distributions and therefore dividends appdoby the U.K. Regulator will often significanttiiffer from any surplus capital above
entity’s minimum capital resources requirements.

Lloyd’'s — Non-life Run-off / Active Underwriting

As of December 31, 2013, the Company participatettié Lloyds market through its interests in: (i) Atrium Undeting Group, whicl
manages S609 and provides approximately one quartdie syndicate’s capital; and (ii) Shelbournéijchk consists of an approved Llogd’
managing agent, a corporate member and S2008, Hywdligned syndicate that has permission to undiégewRITC and other legacy
discontinued business type transactions with otlleyd’s syndicates. The Lloyd’ market is currently in the Solvency Il internabade
application process under Lloyd’s supervision. Twenpany’s Lloyds operations will therefore be required to meev&uty Il standards wh
they come into effect.

The underwriting capacity of a member of Lloyd's shbbe supported by providing a deposit (referreds¢d’Funds at Lloyd’s”jn the
form of cash, securities or letters of credit ineemount determined under the ICA. The amount ofilneds at Lloyds is assessed annually
is determined by Lloyd in accordance with the capital adequacy rulezbished by the U.K. Regulator. In order to achiéwality and tc
release their capital, Lloys’members are usually required to have transfetreid liabilities through an approved RITC, suchaddiered b
S2008. RITC is generally put in place after thedtyiear of operations of a syndicate year of actddn successful conclusion of RITC, |
profit from the syndicate’s operations for that yefiaccount can be remitted by the managing amgethie syndicate’s members.

The Company’s total capital commitment to S2008 8669 was £33.0 million (approximately $220.2 million). Thamital commitmer
was financed from available cash on hand of $1#8li®on and a letter of credit of $74.0 million.

Australia — Non-life Run-off

The Companys Australian insurance subsidiary is regulated aufgject to prudential supervision by the Australandential Regulatic
Authority (“APRA"). APRA is the primary regulatorpody responsible for regulating compliance with theurance Act 1973. APRA’
prudential standards require that all insurers taarnand meet prescribed capital adequacy requirestie enable their insurance obligatior
be met under a wide range of circumstances. Asanfiary 1, 2013, APRA introduced capital reformg thave modified how Australii
insurers meet their capital requirements and hat®duced additional regulatory obligations witlspect to capital oversight and cay
reporting, which apply to our subsidiary. The neapital requirements were brought in to enhancestresthgthen capital adequacy in the me
and increase the level of internal oversight andewe for insurers. The Compars/’Australian insurance subsidiary meets the nevitat
requirements.

An insurer must obtain APRA’s written consent ptiormaking any capital releases, including any paynof dividends. The Comparsy’
insurance subsidiary must provide APRA a valuaficepared by an appointed actuary that demonstiiadshe tangible assets of the inst
after the proposed capital reduction, are suffictercover its insurance liabilities to a 99.5%dkewf sufficiency of capital before APRA w
consent to a capital release or dividend. As ofdbdmer 31, 2013 and 2012, the Company’s Austrdiesed insurance subsidiary exceede
required 99.5% level of sufficiency by $33.3 mitliand $12.0 million, respectively.

187



Table of Contents

ENSTAR GROUP LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (C ontinued)

United States — Non-life Run-off

The Company’s U.S. non-life runff insurance and reinsurance subsidiaries areestitip the insurance laws and regulations of thge:
in which they are domiciled, licensed and/or apprbto conduct business. These laws restrict thaiataf dividends the subsidiaries can
to the Company. The restrictions are generally dase statutory net income and/or certain levelsstaftutory surplus as determinec
accordance with the relevant statutory accounteggirements of the individual domiciliary statesstates in which any of the insuranc
reinsurance subsidiaries are domiciled. Generplipr regulatory approval must be obtained befarérsurer may pay a dividend or mak
distribution above a specified level.

The U.S. subsidiaries are required to file annteesents with insurance regulatory authoritiepared on a statutory basis prescribe
permitted by such authorities. Statutory accoungirigciples differ from U.S. GAAP in the treatmesftvarious items, including treatment
deferred acquisition costs, deferred income tapezplired investment reserves, reserve calculassaraptions and surplus notes. For all o
Companys U.S. insurance and reinsurance subsidiaries, thihexception of one subsidiary, there are nocpitessd or permitted statutc
accounting practices that differ significantly fratme statutory accounting principles establishedth®y National Association of Insurai
Commissioners (“NAIC”). In 2013, one of the Compa.S. insurance and reinsurance subsidiariesasetereserves for adjusting and ¢
expenses in its statutory financial statementsatf®ecember 31, 2012, these reserves of approXyre4&.0 million had been recorded ai
immediate parent company level. This had no impacthe consolidated financial statements for then@any. The same U.S. insurance
reinsurance subsidiary also has a permitted actwupractice to treat an adverse development coei@surance agreement as prospe
reinsurance. The U.S. insurance and reinsurancsicsaties are also required to maintain minimumelsvof solvency and liquidity
determined by law, and to comply with risk-basepiited requirements and licensing rules.

As of December 31, 2013 and 2012, all of the Comisab.S. non-life runeff insurance and reinsurance subsidiaries exce#ust
required levels of riskased capital, with the exception of one subsidibay was acquired while under supervision. Ongaregate basis, t
U.S.-based non-life ruotf insurance and reinsurance subsidiaries (exatutiie subsidiary under supervision) exceeded thiirmum level
of risk-based capital as of December 31, 2013 and 2012642.% million and $354.3 million, respectively; thabsidiary under regulatc
supervision was below its minimum required risdsed capital level by approximately $5.6 million af December 31, 2013 (2012: $1
million). As a consequence of being under regujasupervision, the subsidias/regulator must approve any and all disbursemes
contracts or agreements. The Company does notvbdlés subsidiary’s non-compliance presents malteigk to the Compang’ operations ¢
financial condition.

United States/Canada — Life and Annuities

The Companys life and annuities subsidiaries file financiatements with state insurance regulatory autheriied the NAIC in tt
United States and the Office of Superintendentinéficial Institutions (“OSFI”) in Canada (as a fesid one of the Company’subsidiarie
having a Canadian branch operation). Such statenaeatprepared in accordance with Statutory AcaogriRrinciples (“SAP”)prescribed ¢
permitted by such authorities which may vary matgrifrom GAAP. SAP includes the Accounting Praeticand Procedures Manual of
NAIC as well as other laws, regulations and admiaisre rules promulgated by the state insuranggadments. SAP encompasses
accounting practices not so prescribed. The pratdififferences between statutory financial statesemd financial statements prepare
accordance with GAAP are that statutory financiatesnents do not reflect deferred acquisition ¢agime bond portfolios may be carrie
amortized cost, assets and liabilities are predené&t of reinsurance, contract holder liabilitiee generally valued using more conserv:
assumptions and certain assets are non-admittedréiagly, statutory
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operating results and statutory capital and surpiay differ substantially from amounts reportedhie GAAP basis financial statements
comparable items.

The Company’s life and annuity companies are stiligecertain Risk-Based Capital (‘RBCgquirements as specified by the NAIC
OSFI. RBC is used to evaluate the adequacy ofaagid surplus maintained by the Comparlife and annuities companies in relation to |
associated with: (i) asset risk; (ii) insurancéri§ii) interest rate risk and (iv) business risk.

As of December 31, 2013, the Companiife and annuities subsidiaries exceeded themirmim RBC requirements by $104.5 milli
These subsidiaries are restricted by state lawsregualations as to the amount of dividends they pay to their parent without regulat
approval in any year, the purpose of which is totgut affected insurance policyholders, depositorivestors. Any dividends in exces:
limits are deemed “extraordinarghd require approval. As of December 31, 2013ntagimum dividend payout which may be made wit!
prior approval is $nil.

Europe — Non-life Run-off

The Company’s Swiss insurance subsidiary is regdlay the Swiss Financial Market Supervisory AutiygfFINMA”) pursuant to tr
Insurance Supervisory Act 2004. This subsidiarplifigated to maintain a minimum solvency margindsasn the Solvency | and Sw
Solvency Test regulations (“SST&p stipulated by the Insurance Supervisory ActofABecember 31, 2013 and 2012, this subsidiary edkex
the Solvency | requirements by $118.1 million (20$203.9 million) and exceeded the SST requirembéyt$67.4 million (2012: $44
million). The amount of dividends that this subaigi is permitted to distribute is restricted toelsedistributable reserves, which consis
retained earnings, the current year profit andllegserves. Any dividend exceeding the current ywafit requires FINMAS approval. Th
solvency and capital requirements must continugetmet following any distribution. During 2013, tBempany exited Belgium, Denmark :
Sweden.

Europe — Life and Annuities

One of the Company’life insurance subsidiaries files its auditedhfioial statements with the Companies Registratifiicedin Ireland
The financial statements are prepared in accordasitbethe provisions of the Companies Act, 1962643, and the European Commun
(Insurance Undertakings: Accounts) Regulations5199

The financial statements of this subsidiary arepgred in accordance with applicable accountingdstads under the historical c
convention, as modified by the revaluation of irnm@nts, and comply with financial reporting stami$aof the Accounting Standards Boarc
promulgated by the Institute of Chartered Accoutgtam Ireland.

In addition, this subsidiary files audited regutstoeturns with the Central Bank of Ireland. Théuras are prepared in accordance
the European Communities (Life Assurance) FramevRagulations, 1994. The Company has exceeded thienonin required solvency marg
as at December 31, 2013 and 2012 by $11.0 millimh$11.7 million, respectively. The subsidiary aainmake any distributions with the pr
approval of the Central Bank of Ireland, any suelyrpents must be paid within six months of the nresent actuarial investigation,
purpose of which is ensure that the subsidiangsiiance policyholders are not negatively affected.

Restricted net assets of consolidated subsidiaries

As at December 31, 2013, the total amount of neetasof the Company’ consolidated subsidiaries that were restricted
$732.5 million (2012: $617.2 million).
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21. COMMITMENTS AND CONTINGENCIES
Concentration of Credit Risk

The Companys portfolio of cash and fixed maturities is managadsuant to guidelines that follow what it belis\ae prudent standa
of diversification. The guidelines limit the alloble holdings of a single issue and issuers, ana @sult the Company does not believe
there are any significant concentrations of cregk associated with its portfolio of cash and éxmaturities.

The Companys portfolio of other investments is managed purstmguidelines that emphasize diversification &qdidity. Pursuant t
these guidelines, the Company manages and momisiracross a variety of investment funds and Mebkjonarkets and counterparties.
Company believes that there are no significant entrations of credit risk associated with its otileestments.

The Companys investments are held by 36 different custodidiese custodians are all large financial instingighat are high
regulated. These institutions have controls oveirtinvestment processes that are certified ampudlhe largest concentration of fix
maturities investments, by fair value, at a sirglstodian was $2.8 billion and $1.8 billion as @fd@mber 31, 2013 and 2012, respectively.

Leases

The Company leases office space under operatisgdeaxpiring in various years through 2018. Thedsare renewable at the optio
the lessee under certain circumstances. The fallgvis a schedule of future minimum rental paymeamsnoneancellable leases as
December 31, 2013:

2013 $ 5,91
2014 4,781
2015 2,75¢
2016 58E
2017 40€
2018 30¢

$14,75:

Rent expense for the years ended December 31, 2013,and 2011 was $5.5 million, $3.9 million ar®&million, respectively.

Investments

The following table provides a summary of the Comps outstanding unfunded investment commitments Far years end:
December 31, 2013 and 2012:

December 31, 201 December 31, 201,
Original Commitments Original Commitments
Commitments Funded Unfunded Commitments Funded Unfunded
$291,00C $176,76( $114,241 $251,00C $163,40! $87,59:

Guarantees

As at December 31, 2013 and 2012, the Companyihddtal, parental guarantees supporting a subrgidiansurance obligations in 1
amount of $228.5 million and $213.3 million, resjpesly.
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Acquisitions

The Company has entered into definitive agreemauitls respect to: (i) the Reciprocal of America lggertfolio transfer, whic
management expects to close in the second qudr2&1d; and (ii) the Amalgamation of Veranda anduBdnsurance Holdings Limited, wh
is expected to close in the first quarter of 20llfe Torus acquisition agreement is described irel8ot— “Acquisitions,”and the Reciprocal
America agreement is described in Note 4 — “Sigaifit New Business.”

In connection with the acquisition of Torus, then@many has entered into an Investors Agreement Witthent and will enter into
Shareholders’ Agreement with Trident at the closithe Torus Amalgamation. The Compangbligations and rights relating to the Inves
and Shareholders’ Agreements are described in Blete"Acquisitions.”

Pursuant to the Amalgamation Agreement to acquinei§, the Company has agreed that at the clositigeoAmalgamation, it will isst
2,612,346 shares (which will consist of a combratof Voting Ordinary Shares and Ndtoting Preferred Shares) and pay cas
approximately $69.2 million to fund its share o thurchase price, as described in Note 3 — “Actjais.” At closing, the Company will al:
enter into a Shareholder Rights Agreement withtHReserve and a Registration Rights Agreement Witkt Reserve and Corsair;
obligations and rights under these agreementslsoedascribed in Note 3.

Legal Proceedings

The Company is, from time to time, involved in vars legal proceedings in the ordinary course ofnass, including litigation regardi
claims. The Company does not believe that the uéisal of any currently pending legal proceedingthez individually or taken as a whc
will have a material effect on its business, resolt operations or financial condition. The Compamyicipates that, similar to the rest of
insurance and reinsurance industry, it will cong¢irto be subject to litigation and arbitration prediags in the ordinary course of busin
including litigation generally related to the scagecoverage with respect to asbestos and envirotahelaims.

22. SEGMENT INFORMATION

Due to the Compang’acquisition of the Pavonia companies on Marct2813 and the acquisitions of Arden and Atrium ept8mber ¢
2013 and November 25, 2013, respectively, the Compeevaluated its segment reporting and beganuriagshe results of its operations
three segments: (i) non-life run-off; (ii) life amenuities and (iii) active underwriting.

The Company’s non-life runff segment comprises the operations and finamewults of those subsidiaries acquired for the psepo
running off their property and casualty business.

The Companys life and annuities segment comprises the opestimd financial results of those subsidiarieanarily the Pavoni
companies, operating in the clodeldek of life and annuity business. Certain newngigant accounting policies applicable to the ldac
annuities segment were adopted during the yeaasndescribed in Note 1 — “Significant New AccougtPolicies.”

The Companys active underwriting segment comprises the operatand financial results of Atrium and its suleigis and Arde
Results related to Arden’s reinsurance to Atriura mrcluded within the Comparg/’active underwriting segment, while results relate
Arden’s discontinued business are included withe €ompany’s non-life runff segment. Once the Company completes the atiguisthe
active underwriting segment will also include salpsially all of the activities of Torus Insuranceldings Limited and its
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subsidiaries (some of Torus’ lines of businessiareun-off and will accordingly be accounted fortlih the Company’s non-life ruatf
segment).

Invested assets are managed on a subsidiary bidsubkdasis, and investment income and realizetilamealized gains on investme
are recognized in each segment as earned.

The elimination items includes the elimination mersegment revenues and expenses.

The Company'’s total assets by segment were:

December 31, 201 December 31, 201
Total assets — non-life run-off $ 6,619,99 $ 5,825,40:
Total asset— life and annuitie: 1,414,98 52,85¢
Total asset— active underwriting 585,17¢ —
$ 8,620,15! $ 5,878,26
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The following tables set forth selected and comtsdéd statement of earnings results by segmerthéoyears ended December 31, 2
2012, 2011:

December 31, 201

Non-life Life and Active
run-off annuities underwriting Eliminations Consolidatec
Net premiums earne $112,61: $ 94,98¢ $ 32,21 $ — $ 239,80°
Fees and commission incot 12,78¢ — 2,70¢ (2,676 12,817
Net investment incom 64,04¢ 30,18: 521 (1,45€) 93,29:
Net realized and unrealized gains (los: 79,36¢ (9,259 542 — 70,65!
268,81: 115,90 35,98: (4,137) 416,57(
EXPENSES
Net reduction in ultimate losses and loss adjustt
expense liabilities
Losses incurred on current period premiums
earnec— nor-life run-off 74,13¢ — — — 74,13¢
Losses incurre— active underwriting — — 19,35 — 19,35:
Reduction in estimates of net ultimate los (215,48() — — — (215,48()
Increase in provisions for bad d¢ 1,99¢ — — — 1,99¢
Reduction in provisions for unallocated loss
adjustment expense liabilitis (49,58() — (49 — (49,629
Amortization of fair value adjustmen 5,94 — — — 5,94
(182,974 — 19,30: — (163,672
Life and annuity policy benefit — 78,35¢ — 78,35¢
Acquisition costs 14,37¢ 8,82( — — 23,19¢
Salaries and benefi 117,14: 4,79¢ 2,67¢ — 124,61t
General and administrative expen 67,97¢ 16,03¢ 5,27( (2,676 86,61:
Interest expens 12,057 1,45¢ 332 (1,45€) 12,38¢
Net foreign exchange (gains) los: (5,909) 15¢ 1,382 — (4,369
22,67: 109,62¢ 28,96! (4,137) 157,12¢
EARNINGS BEFORE INCOME TAXES 246,14( 6,281 7,02( — 259,44
INCOME TAXES (34,19) (1,249 (189 — (35,619
NET EARNINGS 211,94¢ 5,03¢ 6,83t — 223,82:
Less: Net earnings attributable to noncontrollinigiies (12,079 — (3,149 — (15,219
NET EARNINGS ATTRIBUTABLE TO ENSTAR
GROUP LIMITED $ 199,87: $ 5,03¢ $ 3,69¢ $ — $ 208,60«
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December 31, 201

Non-life Life and
run-off annuities Eliminations Consolidatec
Net premiums earne $ = $3,511 $ — $ 3,511
Fees and commission incot 9,28: — (713 8,57(
Net investment incom 76,81 947 — 77,76(
Net realized and unrealized ga 71,73( 1,88 — 73,61:
157,82t 6,34( (713 163,45:
EXPENSES
Net reduction in ultimate losses and loss adjustragpense liabilities
Reduction in estimates of net ultimate los (218,119 — — (218,119
Reduction in provisions for bad de (3,11)) — — (3,11))
Reduction in provisions for unallocated loss adpestt expense
liabilities (39,299 — — (39,299
Amortization of fair value adjustmen 22,57: — — 22,57
(237,95) — — (237,95)
Life and annuity policy benefit — (300 — (300
Salaries and benefi 99,34: 1,131 — 100,47:
General and administrative expen 55,73: 1,57¢ (719 56,59:
Interest expens 8,42¢ — — 8,42¢
Net foreign exchange losses (gai 644 (23¢) — 40€
(73,810 2,167 (713 (72,35¢)
EARNINGS BEFORE INCOME TAXES 231,63t 4,17: — 235,80¢
INCOME TAXES (44,26¢) (24) — (44,290
NET EARNINGS 187,37( 4,14¢ — 191,51¢
Less: Net earnings attributable to noncontrollinigiest (23,50 — — (23,50:)
NET EARNINGS ATTRIBUTABLE TO ENSTAR GROUP LIMITEL $ 163,86t $4,14¢ $ — $ 168,01
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December 31, 201

Non-life Life and

run-off annuities Consolidatec
Net premiums earne $ — $ 3,54: $ 3,54:
Fees and commission incot 17,85¢ — 17,85¢
Net investment incom 66,55¢ 2,12( 68,67¢
Net realized and unrealized ga 8,55: 661 9,21«
Gain on bargain purcha — 13,10¢ 13,10¢
92,96" 19,42¢ 112,39t

EXPENSES

Net reduction in ultimate losses and loss adjustragpense liabilities

Reduction in estimates of net ultimate los (248,23() — (248,23()
Reduction in provisions for bad de (42,827 — (42,829
Reduction in provisions for unallocated loss adjesit expense liabilitie (45,107 — (45,107
Amortization of fair value adjustmen 42,69 — 42,69:
(293,46)) — (293,46
Life and annuity policy benefit — 1,55 1,55
Salaries and benefi 89,44( 40¢€ 89,84¢
General and administrative expen 70,84 96¢ 71,81(
Interest expens 8,52¢ — 8,52¢
Net foreign exchange losses (gali 1,19( (817) 373
(123,46 2,11¢ (121,344
EARNINGS BEFORE INCOME TAXE( 216,42¢ 17,31« 233,74.
INCOME TAXES (25,31) 27 (25,289
NET EARNINGS 191,11° 17,34: 208,45t
Less: Net earnings attributable to noncontrollinigiies! (54,765 — (54,765
NET EARNINGS ATTRIBUTABLE TO ENSTAR GROUP LIMITEL $ 136,35: $17,34: $ 153,69:
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23. CONDENSELUNAUDITED QUARTERLY FINANCIAL DATA

Net premiums earne— non-life run-off
Net premiums earne— life and annuitie:
Net premiums earne— active underwriting
Fees and commission incot

Net investment incom

Net realized and unrealized gains (los:

Net (reduction) increase in ultimate losses and &mjustment expen:
liabilities:
Losses incurred on current period premiums ea—nor-life run-off
Losses incurre— active underwriting
Reduction in estimates of net ultimate los
Increase (reduction) in provisions for bad ¢
Reduction in provisions for unallocated loss ars$ladjustment
expense liabilitie:
Amortization of fair value adjustmen

Life and annuity policy benefit
Acquisition costs

Salaries and benefi

General and administrative expen
Interest expens

Net foreign exchange (gains) los:

EARNINGS BEFORE INCOME TAXES
INCOME TAXES

NET EARNINGS

Less: Netearnings attributable to noncontrollintgiiast

NET EARNINGS ATTRIBUTABLE TO ENSTAR GROUP LIMITEL

EARNINGS PER SHARE— BASIC:

Net earnings per ordinary share attributable tad&rSroup Limitec
shareholder

EARNINGS PER SHARE— DILUTED:
Net earnings per ordinary share attributable tad&rSroup Limitec
shareholder
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2013 Quarters Endec

December 3.
$ 12,34:
29,32
32,21:
5,01z
23,07:
31,44(

133,39¢

(14,159
19,35:
(134,06¢)
7,46¢

(111)
(3,540)
(125,05()
20,97(
5,05(
45,60:
19,53¢
3,59:
(375)
(22,67)
164,07t
(21,899
142,18:
(4,729
$ 137,46

$ 8.32

September 3l June 30
$ 28,13¢ $41,21¢
30,54( 34,38(
2,39¢ 2,96(
25,00¢ 27,25
37,01( (27,919
123,09: 77,88¢
24,23¢ 35,521
(27,850 (48,500
(5,46 —
(16,320) (16,79
5,02¢ 2,36¢
(20,379 (27,409
31,08: 25,56
6,14¢ 9,61:
29,71¢ 25,681
29,12¢ 20,00z
3,27( 3,091
(677) (8,407
78,29¢ 48,14¢
44, 79¢ 29,74(
(1,340 (4,547)
43,45¢ 25,19¢
(3,46¢) (6,007

$ 39,98 $ 19,19
$ 2.4z $  1.1€
$ 2.3¢ $ 1.1f

March 31
$ 30,92
741
2,44,
17,96:
30,12(
82,19:

28,53

(5,06)

(16,409
2,09:
9,161

741

2,387
23,61
17,94¢

2,43¢

5,08:
61,36
20,82
(7,849
12,98¢
(1,026)

$11,95¢

$ 0.7Z

$ 0.7Z
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2012 Quarters Endec

December 3.
Net premiums earne— life and annuities $ 81¢
Fees and commission incot 2,651
Net investment incom 16,76"
Net realized and unrealized ga 18,25¢
38,50(

Net reduction in ultimate losses and loss adjustragpense liabilities
Reduction in estimates of net ultimate los (97,895
Reduction in provisions for bad de (329

Reduction in provisions for unallocated loss adpestt expense

liabilities (2,20¢)
Amortization of fair value adjustmen 4,207
(96,229
Life and annuity policy benefit (2,999
Salaries and benefi 30,50¢
General and administrative expen 13,16¢
Interest expens 2,54(
Net foreign exchange (gains) los: (2,219
(55,219
EARNINGS BEFORE INCOME TAXES 93,71
INCOME TAXES (13,949
NET EARNINGS 79,77(
Less: Netearnings attributable to noncontrollintgiiast (9,869
NET EARNINGS ATTRIBUTABLE TO ENSTAR GROUP LIMITEL $ 69,90¢

EARNINGS PER SHARE— BASIC:
Net earnings per ordinary share attributable ta&rSroup Limitec
shareholder $ 4.2t

EARNINGS PER SHARE— DILUTED:
Net earnings per ordinary share attributable ta&rSroup Limitec
shareholder $ 4.2
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September 3l

June 30

$ 82 $ 89¢
1,94¢ 1,77¢
19,65¢ 20,89t
28,28( 1,691
50,70« 25,25¢
(58,50¢) (58,417
— (527)
(12,579 (11,667)
8,53¢ 2,24(
(62,54 (68,36%)
827 89€
25,13¢ 24,37¢
14,40¢ 14,15¢
1,71¢ 2,06:
977 (627)
(19,48%) (27,499
70,19: 52,75¢
(14,700 (11,90%)
55,49; 40,85(
(7,776 (129)
$ 47,716 $ 40,72
$  2.9C $  2.4¢
$  2.8¢ $  2.44

March 31
$ 974
2,19¢
20,44:
25,38
48,99:

(3,299)
(2,255

(12,857)
7,587
(10,81¢)
974
20,45:
14,85¢
2,111
2,26¢
29,84«
19,14¢
(3,742
15,40
(5,739
$ 9,67

$ 0.5¢

$ 0.5¢
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2011 Quarters Endec

December 3. September 3l June 30

Net premiums earne— life and annuities $ 1,08( $ 1,19 $ 1,271
Fees and commission incot 10,15« 1,62 2,04t
Net investment incom 15,57: 18,49¢ 19,05¢
Net realized and unrealized gains (los: 2,231 (8,517 9,13:
Gain on bargain purcha — — —
29,03¢ 12,80: 31,50¢

Net reduction in ultimate losses and loss adjustragpense liabilities
Reduction in estimates of net ultimate los (173,929 (43,619 (28,079
Reduction in provisions for bad de (38,75) (2,399 (1,672

Reduction in provisions for unallocated loss adpestt expense

liabilities (7,669 (14,119 (11,789
Amortization of fair value adjustmen 16,78: 8,86¢ 6,96¢
(203,56 (51,269 (34,565
Life and annuity policy benefit (2,309 2,34( 1,521
Salaries and benefi 41,81¢ 20,92: 16,72:
General and administrative expen 5,09( 20,75¢ 28,21
Interest expens 2,431 2,43¢ 1,697
Net foreign exchange (gains) los: (15 (8,87¢) 1,932
(156,549 (13,689 15,51¢
EARNINGS BEFORE INCOME TAXES 185,57¢ 26,48 15,98¢
INCOME TAXES (19,256 (4,430 (975)
NET EARNINGS 166,32: 22,04¢ 15,01«
Less: Netearnings attributable to noncontrollintgiiast (37,57) (9,989 (5,639
NET EARNINGS ATTRIBUTABLE TO ENSTAR GROUP LIMITEL $ 128,75: $ 12,06¢ $ 9,37¢

EARNINGS PER SHARE— BASIC:
Net earnings per ordinary share attributable ta&rSroup Limitec
shareholder $ 8.8¢ $ 0.8t $ 0.67
EARNINGS PER SHARE— DILUTED:
Net earnings per ordinary share attributable tad&rSroup Limitec
shareholder $ 8.71 $ 0.8¢ $ 0.6€
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March 31
$ —
4,03¢
15,54¢
6,36:
13,10t
39,05!

(2,612)

(11,53)
10,07;
(4,077)

10,38:
17,75(
1,96¢
7,33¢
33,36(
5,691
(617)
5,074
(1,579

$ 3,50¢

$ 0.27

$ 0.2¢
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ENSTAR GROUP LIMITED

SUMMARY OF INVESTMENTS OTHER THAN INVESTMENTS IN RE LATED PARTIES

(Expressed in thousands of U.S. Dollars)

Type of investment
Fixed maturity securities and short term investra— Trading:

U.S. government and agen
Non-U.S. governmer
Corporate

Municipal

Residential mortgar-backec
Commercial mortga¢-backed
Asse-backed

Total

Fixed maturity securitie— Held-to-maturity:

U.S. government and agen
Non-U.S. governmer
Corporate

Total

U.S. government and agen
Non-U.S. governmer
Corporate

Residential mortgar-backec
Asse-backed

Total

AS AT DECEMBER 31, 2013

Fixed maturity securities and short term investra— Available-for-sale:

Equities
Other investment
Total

199

SCHEDULE |

Amount at
which shown

in the

Amortized balance

Cost Fair Value sheet
$ 440,14 $ 439,94¢ $ 439,94¢
469,28: 476,22 476,22
2,121,01. 2,123,67! 2,123,67!
40,88¢ 41,03¢ 41,03«
219,46: 218,45 218,45
115,35: 114,63 114,63
247 ,59¢ 248,74 248,74
3,653,73! 3,662,72 3,662,72.
19,99: 18,13 19,99
23,59: 22,321 23,59:
815,80 759,10( 815,80:
859,38 799,55¢ 859,38’
28,05( 28,34: 28,34:
84,44 86,29: 86,29:
76,94: 77,90¢ 77,90
17,52 17,50 17,50
36,34« 36,31¢ 36,31¢
243,30: 246,36 246,36
156,68t 182,03¢ 182,03¢
456,83¢ 456,83¢
$5,347,511  $5,407,34.
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SCHEDULE Il
ENSTAR GROUP LIMITED
CONDENSED FINANCIAL INFORMATION OF THE REGISTRANT
BALANCE SHEETS — PARENT COMPANY ONLY
As of December 31, 2013 and 2012
2013 2012

(in thousands of U.S. dollars
except share data)

ASSETS

Cash and cash equivalel $ 27,98¢ $ 180,81
Balances due from subsidiari 363,11 308,36+
Investments in subsidiaris 1,654,50: 1,367,28:
Accounts receivable and other as: 30¢€ 294
TOTAL ASSETS $2,045,91 $1,856,75.
LIABILITIES

Accounts payable and accrued liabilit $ 1,761 $ 3,75i
Loans payabl 143,25t 13¢
Balances due to subsidiari 145,37 299,10«
TOTAL LIABILITIES 290,39: 302,99¢

COMMITMENTS AND CONTINGENCIES

SHAREHOLDER¢ EQUITY

Share capite

Authorized issued and fully paid, par value $1 e@galthorized 2012: 156,000,000; 2011: 156,000,(

Ordinary shares (Issued 2013: 13,802,706; 201Z523172) 13,80: 13,75:
Non-voting convertible ordinary share
Series A (issued 2012: 2,972,892; 2011: 2,972, 2,97: 2,97:
Series B, C and D (issued and outstanding 20125%6387; 2011: 2,725,63 2,72¢ 2,72¢
Treasury stock at cost (Series A -voting convertible ordinary shares 2012: 2,972,8%¥;1: 2,972,892 (421,559 (421,559
Additional paic-in capital 962,14! 958,57
Accumulated other comprehensive inca 13,97¢ 24,43¢
Retained earning 1,181,45 972,85:
TOTAL SHAREHOLDERS EQUITY 1,755,52, 1,553,75!
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $2,045,911 $1,856,75.

See accompanying report of independent registarblicpaccounting firm
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ENSTAR GROUP LIMITED

CONDENSED FINANCIAL INFORMATION OF REGISTRANT
STATEMENT OF EARNINGS — PARENT COMPANY ONLY
For the Years Ended December 31, 2013, 2012 and 201

2013 2012 2011
(in thousands of U.S. dollars
INCOME
Net investment incom $ 8,561 $ 8,36¢ $ 3,92¢
Dividend income from subsidiaris 27,11¢ 92,45( 18,90(
35,67¢ 100,81! 22,82¢
EXPENSES
Salaries and benefi 117 1,17¢ 2,73¢
General and administrative expen 15,741 3,81¢ 17,56¢
Interest expens 10,47¢ 11,50¢ 9,81:
Net foreign exchange (gains) los: (1,696 942 (29)
24,64 17,44 30,08¢
EARNINGS (LOSS) BEFORE EQUITY IN UNDISTRIBUTED EARNGS OF SUBSIDIARIES 11,03¢ 83,37 (7,260)
EQUITY IN UNDISTRIBUTED EARNINGS OF SUBSIDIARIE 197,56¢ 84,64« 160,95:
NET EARNINGS $208,60:- $168,01° $153,69:

See accompanying report of independent registarblicpaccounting firm

201



Table of Contents

ENSTAR GROUP LIMITED

CONDENSED FINANCIAL INFORMATION OF REGISTRANT
STATEMENTS OF CASH FLOWS — PARENT COMPANY ONLY
For the Years Ended December 31, 2013, 2012 and 201

2013 2012 2011
(in thousands of U.S. dollars

OPERATING ACTIVITIES:

Net cash flows used in operating activit $(174,869)  $(26,92¢)  $(142,600)
INVESTING ACTIVITIES:
Return of capital, ne (72,957 100,51¢ 18,83¢

FINANCING ACTIVITIES:
Repayment of loar — (64,109 (185,44
Receipt of loan: 95,00( — 167,65(

Proceeds from issuance of ordinary shi — — 287,37
Net cash flows provided by (used in) financingdtigs 95,00( (64,107) 269,58!

NET INCREASE IN CASH AND CASH EQUIVALENTS (152,82} 9,48¢ 145,82:
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAF 180,81( 171,32 25,49¢
CASH AND CASH EQUIVALENTS, END OF YEAF $ 27,98¢ $180,81( $ 171,32

See accompanying report of independent registarblicoaccounting firm
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2013

Non-life Rur-off
Life and Annuities
Active Underwriting
Eliminations

Total

2012

Nonr-life Rur-off
Life and Annuities
Eliminations
Total

2011

Non-life Rur-off
Life and Annuities

Total

SCHEDULE Il
ENSTAR GROUP LIMITED
SUPPLEMENTARY INSURANCE INFORMATION
(Expressed in thousands of U.S. Dollars)
Losses
and
Reserves Loss
for Losses Expense:  Amortization
Deferred and Loss Net Net Other Net
Acquisition  Adjustment  Unearned Other Premiums  Investment and of Deferred  Operating  Premiums
Benefits Policy Acquisition
Costs Expenses  Premiums Payable Earned Income Benefits Costs Expenses Written
$ — $ 4,00451 $ 1,19¢ $ — $ 112,61 $ 64,04¢ $(182,97) $ 14,37¢  $ 191,26t $ 9,23
— — 3,694 1,273,101 94,98 30,18: 78,35¢ 8,82( 22,45 63,85¢
16,74« 215,39: 65,80« — 32,21: 521 19,30: — 9,66( 30,10«
— — — — — (1,45€) — — (4,137) —
$ 16,74« $ 4,219,900 $ 70,697 $1,273,100 $ 239,800 $ 93,29t $ (85319 $ 23,19¢ $ 219,24t $ 103,19:
$ — $ 3,650,12° $ — $ — $ — $ 76,81 $(237,95) $ — $ 164,14 —
— — — 11,027 3,511 947 (300 — 2,461 3,511
— — — — — — — — (717) —
$ = $ 3,650,12 $ = $ 11,020 $ 3511 $ 77,76( $(238,25) $ = $ 16589 $ 3,511
$ = $ 4,272,08. $ — $ = $ = $ 66,55¢ $(293,46) $ — $ 170,000 $ =
— — — 10,83t 3,64 2,12( 1,557 — 55¢ 3,541
$ = $ 427208 $ = $ 1083t $ 354: $ 68,67¢ $(291,90) $ — $ 170,55¢ $ 3,54
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2013

Life reinsurance in forc

Premiums Earnec
Property and Casual
Life and Annuity

Total Premiums Earne

2012

Life reinsurance in forc

Premiums Earnec
Property and Casual
Life and Annuity

Total Premiums Earne

2011

Life reinsurance in forc

Premiums Earne(
Property and Casual
Life and Annuity

Total Premiums Earne

SCHEDULE IV
ENSTAR GROUP LIMITED
REINSURANCE
For the Years Ended December 31, 2013, 2012 and 201
(Expressed in thousands of U.S. Dollars)
Percentagt
Assumed of Amount
Ceded to from
Other Other Assumed
Gross Companies Companie Net Amount to Net
$21,508,14 $3,824,42! $ 80,68: $17,764,39 0.5%
134,40:. 11,65 22,07: 144,82: 15.2%
87,53 8,131 15,58¢ 94,98¢ 16.2%
$ 221,93 $ 19,78 $ 37,65¢ $ 239,80
$ 1,330,211 $1,191,88! $ — $ 138,33 0.C%
— — — — 0.C%
5,421 1,91( — 3,511 0.C%
$ 5,421 $ 1,91( $ — $ 3,511
$ 1,570,041 $1,406,86 $ — $ 163,17: 0.C%
— — — — 0.C%
5,24( 1,69i — 3,545 0.C%
$ 5,24( $ 1,69 $ — $ 3,54
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ENSTAR GROUP LIMITED
SUPPLEMENTARY INFORMATION CONCERNING PROPERTY/CASUA LTY INSURANCE OPERATIONS

As at and for the years ended December 31, 2013,120and 2011
(Expressed in thousands of U.S. Dollars)

SCHEDULE VI

Refsoerrves Net Losses and Los
Unpaid
Losses —Expenses Incurred Net Paid Amortization
Deferred and Loss Net Net Losses Other Net
Acquisition  Adjustment Unearned Premiums Investment Current and Loss  of Deferred  Operating Premiums
Prior Acquisition
Affiliation with Registrant Costs Expenses Premiums Earned Income Year Year Expense Costs Expenses  Written
Consolidated Subsidiarie
2013 $ 16,74« $ 4,21990 $ 67,000 $ 144,82 $ 63,11¢ $93,44. $(257,11) $401,49%¢ $ 23,19¢ $ 200,92¢ $ 39,330
2012 — 3,650,12 — — 76,81: — (237,95)  314,52¢ — 164,14: —
2011 — 4,272,08 — — 66,55¢ — (293,46)  288,17! — 170,00( —
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ITEM9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACOUNTING AND FINANCIAL DISCLOSURE
Not applicable

ITEM 9A. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

Our management has performed an evaluation, wélpérticipation of our Chief Executive Officer afithief Financial Officer, of tr
effectiveness of our disclosure controls and praoesi (as defined in Rules 13a-15(e) and 15¢) of the Exchange Act), as of Decembe
2013. Based upon that evaluation, our Chief Exgeudifficer and Chief Financial Officer concludeattour disclosure controls and proced
are effective to ensure that information requirecbé disclosed by us in reports that we file ornsiittunder the Exchange Act is recorc
processed, summarized and reported within the pien®ds specified in the rules and forms of the S8 is accumulated and communic.
to management, including its principal executivel amincipal financial officers, as appropriate ftow timely decisions regarding requil
disclosure.

Management's Annual Report on Internal Control Ovéiinancial Reporting

Our management is responsible for establishingraathtaining adequate internal control over finaho#porting (as defined in Rul
13a-15(f) and 15d5(f) of the Exchange Act). Our management hasopadd an assessment, with the participation ofGhief Executiv
Officer and our Chief Financial Officer, of our émhal control over financial reporting as of Decem®1, 2013. In making this assessment
management used the criteria set forth by the Cdétmenbf Sponsoring Organizations of the Treadwayn@dssion in Internal Contrel-
Integrated Framework (1992). Based upon that assggs our management believes that, as of Dece®1he2013, our internal control o
financial reporting is effective.

In accordance with applicable SEC guidance, ouragament evaluation for internal control over financigbogting as of December :
2013 did not include an evaluation of the intercahtrol over financial reporting of the followingompanies acquired during 20
(i) SeaBright Holdings, Inc. (acquired on Februan2013), (ii) the Pavonia companies (acquired ardi 31, 2013), (iii) Arden Reinsurai
Company Ltd. (60% interest acquired on Septemb2093), and (iv) Atrium Underwriting Group Ltd. (8Dinterest acquired on November
2013). Our interests in the acquired companiesectillely represented 37.0% of our total assets4dn@ of our total liabilities as
December 31, 2013. We are in the process of incatimg our controls and procedures into these legsies.

The effectiveness of our internal control over fiaial reporting as of December 31, 2013 has beditealiby our independent registe
public accounting firm as stated in its report.sTteport appears on page 208.

All internal control systems, no matter how wells@med, have inherent limitations. As a result,retleose internal control syste
determined to be effective can provide only reabtinassurance with respect to financial reporting the preparation of financial stateme
No evaluation of controls can provide absolute wsste that all control issues and instances ofdfréuany, within our company have bt
detected.

Changes in Internal Control Over Financial Reportm

Our management has performed an evaluation, wétp#rticipation of our Chief Executive Officer aodr Chief Financial Officer,
changes in our internal control over financial mdipg that occurred during the three months endedeinber 31, 2013. Based upon
evaluation there were no changes in our internafrobover financial reporting that occurred durithg quarter ended December 31, 2013
have materially affected, or are reasonably likelynaterially affect, our internal control overdimcial reporting.
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ITEM9B. OTHER INFORMATION

On February 26, 2014, our Board of Directors, folltg recommendation by our Nominating and Goverea@ommittee, agreed th
subject to the closing of the Torus amalgamaticenrketh W. Moore will become a director, effectivéhe time of such closing.

Under the Shareholder Rights Agreement that weFarsd Reserve have agreed to enter into at thengjoxf the Amalgamation, Fi
Reserve will have the right to designate one repmadive to our Board of Directors. This designatight would terminate if First Resel
ceases to beneficially own at least 75% of thd toianber of voting and noweting shares acquired by it under the Amalgamatigreemen
First Reserve will receive approximately 9.5% of audinary voting shares outstanding, as well as-vaiing preferred shares at clos
(which, together with the voting shares receivel, mpresent an approximately 11.5% economic eg8®r Mr. Moore is an officer, direct
and less than 10% holder of the general partnéieenfor the First Reserve funds that will recetug shares. First Reserve had advised u
Mr. Moore would be its designated representative.a¥pect that Mr. Moore would also be appointeduoAudit and Investment Committees.

Mr. Moore is a Managing Director of First Reserver@bration, a global energgcused private equity fund, which he joined in 2
Mr. Moore has served as a director of Torus sir@@72and as Chairman of its Board since May 201@r Bo joining First Reserve, he sp
four years with Morgan Stanley in New York. He rolIB.A. from Tufts University and an M.B.A. froimet Johnson School of Managemei
Cornell University.

As a non-employee director, Mr. Moore would be il to participate in our Deferred Compensatiod @rdinary Share Plan for Non-
Employee Directors, which is described in our Pr&gtement (filed with the U.S. Securities and Exgde Commission on March 27, 20:
under the heading, “Director Compensation — Deféfempensation Plan.”

Mr. Moore would also enter into an indemnificatiagreement with us, subject to and effective upendbsing of the Amalgamatic
which includes the same terms as the indemnifinadigreements executed with each of our other dudiegctors. These terms are describe
our Proxy Statement under the heading, “CertaimtReiships and Related Transactiondrdemnification of Directors and Officers; Direct
Indemnity Agreements.”
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
Enstar Group Limited

We have audited Enstar Group Limitedinternal control over financial reporting as oéde@mber 31, 2013, based on the cri
established ininternal Control — Integrated Framework (199Bsued by the Committee of Sponsoring Organizatiohshe Treadwa
Commission (COSO). Enstar Group Limitedhanagement is responsible for maintaining effedtiternal control over financial reporting :
for its assessment of the effectiveness of intecoalrol over financial reporting, included in thecompanying Form 1B-under Item 94
“Controls and Procedures”. Our responsibility isstgoress an opinion on the Companiiternal control over financial reporting basedou
audit.

We conducted our audit in accordance with the stadedof the Public Company Accounting Oversight lo@Jnited States). Tho
standards require that we plan and perform thetdadbbtain reasonable assurance about whethectigffeinternal control over financ
reporting was maintained in all material respe€ar audit included obtaining an understanding ¢érimal control over financial reportir
assessing the risk that a material weakness eagististesting and evaluating the design and operafifectiveness of internal control basec
the assessed risk. Our audit also included perfayrauch other procedures as we considered necdasingy circumstances. We believe
our audit provides a reasonable basis for our opini

A companys internal control over financial reporting is a@ess designed to provide reasonable assuranceliregghe reliability o
financial reporting and the preparation of finahsiatements for external purposes in accordanttegenerally accepted accounting princig
A companys internal control over financial reporting inclgdihose policies and procedures that (1) pertathéanaintenance of records tl
in reasonable detail, accurately and fairly reflbet transactions and dispositions of the assettseofompany; (2) provide reasonable assui
that transactions are recorded as necessary toitpgraparation of financial statements in accorédamdth generally accepted accoun
principles, and that receipts and expenditureshef dompany are being made only in accordance withoaizations of management :
directors of the company; and (3) provide reasanalsksurance regarding prevention or timely deteafounauthorized acquisition, use
disposition of the company’s assets that could lzaneterial effect on the financial statements.

Because of its inherent limitations, internal cohtyver financial reporting may not prevent or d@étmisstatements. Also, projections
any evaluation of effectiveness to future periogssaibject to the risk that controls may becomedénaate because of changes in conditior
that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, Enstar Group Limited maintained, ali material respects, effective internal contosler financial reporting as
December 31, 2013, based on the criteria establish@ternal Control — Integrated Framework (1998%ued by the Committee of Sponso
Organizations of the Treadway Commission.

As described in ManagemesitReport on Internal Control over Financial Repytimanagement has excluded from its assessm
internal control over financial reporting as of Beter 31, 2013 the following companies acquiredndu?013: (i) SeaBright Holdings, It
(acquired on February 7, 2013), (ii) the Pavonimpanies (acquired on March 31, 2013), (iii) ArdegirRurance Company Ltd. (60% inte
acquired on September 9, 2013), and (iv) Atrium é&haditing Group Ltd. (60% interest acquired on NanNoer 25, 2013). We have a
excluded these acquired companies from our audintfnal control over financial reporting. The Queny’s interests in the acquir
companies collectively represented 37.0% of the Qany’s total assets and 41.0% of the Company’s liatalities as of December 31, 2013.
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We also have audited, in accordance with the stasdaf the Public Company Accounting Oversight Bo&uUnited States), tl
consolidated balance sheet of Enstar Group Lim#sdof December 31, 2013, and the related consetidatatements of earnin
comprehensive income, changes in shareholderstyegund cash flows for each of the years in the ywar period ended December 31, 201
connection with our audits of the consolidated fiicial statements, we have also audited financigéstent Schedules |, 11, Ill, IV and VI as
December 31, 2013 and 2012 and for each of thesyieathe twoyear period ended December 31, 2013. Our repoeddistarch 3, 201
expressed an unqualified opinion on those condelitifinancial statements.

/sl KPMG Audit Limited

Hamilton, Bermuda
March 3, 2014
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PART IlI

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNXCE

The information required by this item is incorpadtby reference from the definitive proxy statemfmtour 2014 Annual Gene
Meeting of Shareholders that will be filed with tB&€C not later than 120 days after the close offideal year ended December 31, 2
pursuant to Regulation 14A.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this item is incorpadtby reference from the definitive proxy statemimtour 2014 Annual Gene
Meeting of Shareholders that will be filed with tB&€C not later than 120 days after the close offideal year ended December 31, 2
pursuant to Regulation 14A.

ITEM 12, SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS ANDMANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information required by this item is incorpadtby reference from the definitive proxy statemfmtour 2014 Annual Gene
Meeting of Shareholders that will be filed with tB&€C not later than 120 days after the close offideal year ended December 31, 2
pursuant to Regulation 14A.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, ANDDIRECTOR INDEPENDENCE

The information required by this item is incorpadtby reference from the definitive proxy statemfmtour 2014 Annual Gene
Meeting of Shareholders that will be filed with tB&€C not later than 120 days after the close offideal year ended December 31, 2
pursuant to Regulation 14A.

ITEM 14, PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this item is incorpeadtby reference from the definitive proxy statemimtour 2014 Annual Gene
Meeting of Shareholders that will be filed with tB&€C not later than 120 days after the close offideal year ended December 31, 2
pursuant to Regulation 14A.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(@) Financial Statements, Financial Statement Schetes and Exhibits.

1. Financial Statements

Included in Part [l — See Item 8 of this report.

2. Financial Statement Schedules

Included in Part Il — See Item 8 of this report.

3. Exhibits

The information required by this Item is set footihthe exhibit index that follows the signature @af this report.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report tc
signed on its behalf by the undersigned, theredatp authorized on March 3, 2014.

ENSTAR GROUP LIMITED

By: / s/ D omINIC F. SILVESTER
Dominic F. Silvester
Chief Executive Office

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on bef
of the registrant and in the capacities indicatedvarch 3, 2014.

Signature Title
/s/ RoBERTJ. CAMPBELL Chairman and Director
Robert J. Campbe
/s/ DowmiNic F. SILVESTER Chief Executive Officer and Director
Dominic F. Silveste
/s/  RICHARD J. HARRIS Chief Financial Officer (signing in his capacity lasth
Richard J. Harri: principal financial officer and principal accourdginfficer)
/sl PauL J. O’ SHEA Executive Vice President and Director
Paul J. C Shea
/sl T. WHIT A RMSTRONG Director
T. Whit Armstrong
/s] CHARLEST. AKRE, JR. Director
Charles T. Akre, Ji
/s/  JamesD. C AREY Director
James D. Care
/s/ KENNETHJ. LES TRANGE Director
Kenneth J. LeStranc
/sl SuMIT R AJPAL Director

Sumit Rajpa
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Exhibit Index
Exhibit
No. Description
2.1 Agreement and Plan of Merger, dated as of May 2862 as amended on November 21, 2006, by and a@astewoo

Holdings Limited, CWMS Subsidiary Corp. and The tanssroup, Inc. (incorporated by reference to Eitibl (and Annex A
to the proxy statement/prospectus that forms agiahte Compan's Form -4 declared effective December 15, 20(

22¢ Recapitalization Agreement, dated as of May 23,62@0nong Castlewood Holdings Limited, The Enstaou@r Inc. and tF
other parties signatory thereto (incorporated Hgresmce to Exhibit 2.2 (and Annex C) to the proxgtement/prospectus tl
forms a part of the Compa’'s Form -4 declared effective December 15, 20(

23¢ Stock Purchase Agreement among Clarendon Insu@ra, Inc., Hannover Finance, Inc. and Clarendoldidgs, Inc. and tt
Company, dated as of December 21, 2010 (incormbiateeference to Exhibit 2.1 of the Company’s FA®A filed on Augus
2,2012).

24 Agreement and Plan of Merger, dated as of August2812, among Enstar Group Limited, AML AcquisitjioGorp. an
SeaBright Holdings, Inc. (incorporated by referetw&xhibit 2.1 of the Compa’s Form K filed on August 28, 2012

25¢ Stock Purchase Agreement, dated September 6, 28idhg Household Insurance Group Holding Companyoiita Holding:
(US), Inc. and Enstar Group Limited (incorporatgd&ference to Exhibit 2.2 of the Company’s FormQ€iled on November
2012).

26 Share Purchase Agreement, dated June 5, 2013,dograong Arden Holdings Limited, Alopuc Limited akénmare Holding
Ltd. for the sale and purchase of the entire issinredle capital of Atrium Underwriting Group Limitédcorporated by referen
to Exhibit 2.1 of the Company’s Form ID-iled on August 9, 2013), as amended by the Defedariation, dated October
2013 (incorporated by reference to Exhibit 2.2h&f Compan’s Form 1-Q filed on November 7, 2013

2.7* Deed of Variation, dated November 21, 2013, to $fmare Purchase Agreement, dated June 5, 2013, dyraong Arde
Holdings Limited, Alopuc Limited and Kenmare Holdgs Ltd. for the sale and purchase of the entireeidsshare capital
Atrium Underwriting Group Limited

28¢ Share Purchase Agreement, dated June 5, 2013, dbyaraong Arden Holdings Limited, Northshore Holdingmited anc
Kenmare Holdings Ltd. for the sale and purchas¢hefentire issued share capital of Arden Reins@wadempany Limite
(incorporated by reference to Exhibit 2.2 of thepany s Form 1-Q filed on August 9, 2013

29¢ Agreement and Plan of Amalgamation, dated July0832by and among Enstar Group Limited, Verandadidgk Ltd., Hudsc
Securityholders Representative LLC, and Torus buste Holdings Limited (incorporated by referenceEtdnibit 2.3 of th
Compan’s Form 1i-Q filed on August 9, 2013

3.1 Memorandum of Association of Enstar Group Limitgtc¢rporated by reference to Exhibit 3.1 to the @any’s Form 1K/A
filed on May 5, 2011)

3.2 Third Amended and Restated Bye-Laws of Enstar Gtaopted (incorporated by reference to Exhibit ®J16f the Company
Form 1(-Q filed on August 5, 2011

3.3 Certificate of Designations for the Series A Comitde Participating Non/oting Perpetual Preferred Stock (incorporatet
reference to Exhibit 3.1 of the Compi’'s Form K filed on April 21, 2011)

3.4 Certificate of Designations for the Series B Cotibbs Participating Non‘oting Perpetual Preferred Stock (incorporatet
reference to Exhibit 3.1 of the Compi’s Form K filed on July 9, 2013)

10.1 Registration Rights Agreement, dated as of JanBary2007, by and among Castlewood Holdings LimitBddent II, L.P.

Marsh & McLennan Capital Professionals Fund, LNfarsh & McLennan EmployeesSecurities Company, L.P., Dominic
Silvester, J. Christopher Flowers (rights subsetipyerssigned to Trident V, L.P., Trident V Paralgind, L.P. and Trident
Professionals Fund, L.P. in May 2012), and othatigm thereto set forth on the Schedule of Shadshmsl attached there
(incorporated by reference to Exhibit 10.1 of thmpanys Form -K12B filed on January 31, 2007) (fino. 00:-33289).
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10.8+

10.9+

10.10+
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10.12+

10.13

10.14
10.15

10.16

10.17

Description
Form of Director Indemnification Agreement (incorpted by reference to Exhibit 10.1 of the Comparygsm S-3 (No. 333-
151461) initially filed on June 5, 2008) (fino. 33-151461).
Amended and Restated Employment Agreement, efeedfiay 1, 2007 and amended and restated June 4, Bp@nd betwee
Enstar Group Limited and Dominic F. Silvester, asended by Letter Agreement, effective January 1112Gand Lette
Agreement, dated April 19, 2012 (incorporated Hgnmence to Exhibit 10.1 of the Compés Form 1-Q filed on May 4, 2012
Employment Agreement, effective May 1, 2007, by dmdween the Company and Paul JSKEa, as amended by Le
Agreement, effective January 1, 2011, and LettereAment, dated April 25, 2012 (incorporated bynafee to Exhibit 10.2
the Compan’s Form 1i-Q filed on May 4, 2012’
Employment Agreement, effective May 1, 2007, by aetiveen Enstar Group Limited and Nicholas A. Pgacke amended |
Letter Agreement, effective January 1, 2011, antiete\greement, dated April 25, 2012 (incorporalgdreference to Exhit
10.3 of the Compar's Form 1-Q filed on May 4, 2012
Employment Agreement, effective May 1, 2007, by é&etihveen Enstar Group Limited and Richard J. Haedsamended |
Letter Agreement, effective January 1, 2011, andekeAgreement, dated April 19, 2012 (incorporalgdreference to Exhit
10.4 of the Compar's Form 1-Q filed on May 4, 2012
Castlewood Holdings Limited 2006 Equity IncentivdarP (incorporated by reference to Exhibit 10.11 ttee prox
statement/prospectus that forms a part of the CaogipaForm S4 declared effective December 15, 2006)
no. 333-135699)as amended by the First Amendment to Castlewoodiitgs Limited 2006 Equity Incentive Plan (incorpeg
by reference to Exhibit 10.2 of the Comp’s Form &K filed on April 6, 2007) (fileno. 00-33289).
Form of Award Agreement under the Castlewood Hasdihimited 2006 Equity Incentive Plan (incorporated reference 1
Exhibit 10.1 of the Compar's Form K filed on April 6, 2007) (fileno. 00--33289).
Enstar Group Limited Amended and Restated Empl@&fere Purchase Plan (incorporated by referencepperdix A to th
Compan’s Definitive Proxy Statement filed on April 29, B){file no. 00:-33289).
Enstar Group Limited Deferred Compensation and i@ugi Share Plan for NoBmployee Directors, effective as of June 5, :
(incorporated by reference to Exhibit 10.1 of thepanys Form &K filed on June 11, 2007) (filno. 00:-33289).
The Enstar Group, Inc. Deferred Compensation amdkSPlan for NorEmployee Directors, as amended (incorporate
reference to Exhibit 10.1 to the Comp’s Form 1i-Q filed on May 8, 2009
Enstar Group Limited 2012015 Annual Incentive Compensation Program (incatea by reference to Exhibit 10.25 to
Compan’s Form 1K filed on March 7, 2011
Investment Agreement, dated as of April 20, 20M abd among Enstar Group Limited, GSCP VI AIV Naud., GSCP V
Offshore Navi, Ltd., GSCP VI Parallel AIV Navi, LtdGSCP VI Employee Navi, Ltd., and GSCP VI GmbHvN4..P.
(incorporated by reference to Exhibit 99.1 of thmpanys Form K filed on April 21, 2011)
Form of Warrant (incorporated by reference to ExitB.2 of the Compar's Form K filed on April 21, 2011)
Registration Rights Agreement, dated as of AprjlZlL1, by and among Enstar Group Limited, GSCRM Navi, Ltd., GSCF
VI Offshore Navi, Ltd., GSCP VI Parallel AlV Navitd., GSCP VI Employee Navi, Ltd., and GSCP VI Gmbldvi, L.P
(incorporated by reference to Exhibit 99.3 of theanys Form K filed on April 21, 2011)
Term Facility Agreement dated March 4, 2011 betw€tarendon Holdings, Inc. and National Bank Limit@uacorporated b
reference to Exhibit 10.1 of the Comp’s Form 1-Q filed on May 6, 2011’
Revolving Credit Facility Agreement dated June 2@11 among Enstar Group Limited and certain oSitdsidiaries, Nation
Australia Bank Limited and Barclays Corporate asaAgers, and National Australia Bank Limited as i{gend Security Age
(incorporated by reference to Exhibit 10.9 of thmpanys Form 1+-Q filed on August 5, 2011
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10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

21.1*
23.1*
23.2*
31.1*
31.2*
32.1*%*
32.2%*

101*

Description
Amendment Letter, dated July 25, 2012, to Revolv@rgdit Facility Agreement dated June 14, 2011 amBnstar Grou
Limited and certain of its Subsidiaries, Nationalstralia Bank Limited and Barclays Corporate asaAgers, and Natior
Australia Bank Limited as Agent and Security Agéintorporated by reference to Exhibit 10.1 to tham@any’s Form 1@
filed on November 8, 2012
Restatement Agreement for Revolving Credit Fackigreement, dated July 8, 2013, among Enstar Gtémted and certai
of its Subsidiaries, National Australia Bank Limitend Barclays Corporate as Mandated Lead Arrangerd Nation:
Australia Bank Limited as Agent and Security Ag@ntorporated by reference to Exhibit 10.1 of ther(any’'s Form 1®
filed on August 9, 2013
Term Facility Agreement dated December 21, 2012 rgm8eaBright Holdings, Inc. (as successor by metgeAML
Acquisition, Corp.) and certain of its subsidiaridgtional Australia Bank Limited and Barclays BdPkC as Mandated Le
Arrangers, and National Australia Bank Limited ageAt and Security Agent (incorporated by referencéxhibit 10.27 of th
Compan’sForm 1(-K filed on March 1, 2013
Northshore Investors Agreement, dated July 3, 2@¥3and among Kenmare Holdings Ltd. and TridentL\B., Trident \
Parallel Fund, L.P. and Trident V Professionalsd;unP. (incorporated by reference to Exhibit 16f2he Companys Forn
1C-Q filed on August 9, 2013
Subscription Letter Agreement, dated July 3, 2048n Kenmare Holdings Ltd. to Northshore Holdingslted (incorporate
by reference to Exhibit 10.3 of the Comp’s Form 1i-Q filed on August 9, 2013
Subscription Letter Agreement, dated July 3, 20ft8m Trident V, L.P., Trident V Parallel Fund, L.Rnd Trident )
Professionals Fund, L.P. to Northshore Holdingsitdéth(incorporated by reference to Exhibit 10.4kef Company’s Form 10
Q filed on August 9, 2013
Bayshore Investors Agreement, dated July 8, 20iLanldl among Enstar Group Limited, Kenmare Holdings, and Trident \
L.P., Trident V Parallel Fund, L.P. and Trident Yofessionals Fund, L.P. (incorporated by referetac&xhibit 10.5 of th
Compan’s Form 1-Q filed on August 9, 2013
Subscription Letter Agreement, dated July 8, 2@t8n Kenmare Holdings Ltd. to Bayshore Holdings lted (incorporated
reference to Exhibit 10.6 of the Comp’s Form 1-Q filed on August 9, 2013
Subscription Letter Agreement, dated July 8, 20ft8m Trident V, L.P., Trident V Parallel Fund, L.Rnd Trident )
Professionals Fund, L.P. to Bayshore Holdings Laghifincorporated by reference to Exhibit 10.7 & @ompany’'s Form 1Q
filed on August 9, 2013
Northshore Sharehold¢ Agreement, dated September 6, 2013, among NorthdHoldings Limited, Kenmare Holdings LI
Trident V, L.P., Trident V Parallel Fund, L.P. ahddent V Professionals Fund, L.P. (incorporateddference to Exhibit 10
of the Compan's Form K filed on September 11, 201!
List of Subsidiaries
Consent of KPMG Audit Limitec
Consent of Deloitte & Touche Lt
Certification of Chief Executive Officer pursuantRule 13a-14(a) or Rule 15dka) of the Securities Exchange Act of 193
adopted under Section 302 of the Sarb-Oxley Act of 2002
Certification of Chief Financial Officer pursuamt Rule 13a-14(a) or Rule 18dHa) of the Securities Exchange Act of 193
adopted under Section 302 of the Sarb-Oxley Act of 2002
Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdoBed06 of the Sarbanes
Oxley Act of 2002
Certification of Chief Financial Officer pursuamat 18 U.S.C. Section 1350, as adopted pursuantdtioBe906 of the Sarbanes
Oxley Act of 2002
Interactive Data Files

* filed herewith
**  furnished herewitl

&t

denotes management contract or compensatory armeamj
certain of the schedules and similar attachmergsat filed but Enstar Group Limited undertakeguimish a copy of the schedules

similar attachments to the SEC upon req
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THIS DEED OF VARIATION is made on 21 November 2013

BETWEEN :

(1) ARDEN HOLDINGS LIMITED (company registration number 37470) whose regidteféce is at Clarendon House, 2 Church Street,
Hamilton, Bermuda (thSeller);

(2) ALOPUC LIMITED (company registration number 8538477) whose regidteffice is at Avaya House, 2 Cathedral Hill, @fgdrd,
Surrey, GU2 7YL, UK (thBuyer ); and

(3) KENMARE HOLDINGS LTD (company registration number 30917) whose regidtefice is at Clarendon House, 2 Church Street,
Hamilton HM11, Bermuda (thGuarantor ),

together thd”arties, and is supplemental to the agreement betweeRahees made on 5 June 2013 for the sale and medfdhe entire
issued share capital of Atrium Underwriting Groumlted (theCompany) as such agreement was amended by way of a deediafion
between the Parties made on 3 October 2013 (suelragnt, as amended, thium SPA ).

WHEREAS :

(A) Pursuantto clause 21 of the Atrium SPA thetiBatave agreed to amend the Atrium SPA, in oideet alia, (i) to permit the Company
to pay a pre-completion dividend to the Sellethia amount of USD$25million, to amend the definitafiPurchase Price and to vary the
amount of the Delayed Completion Fee; (ii) to am#émedAtrium SPA with regard to a warranty and indégninsurance policy to be
entered into between the Buyer and an insurer{i@htb amend the Atrium SPA in respect of certamangements for Completic

(B) This Deed is intended to give effect to these anmamds.

IT IS AGREED as follows:

1 Interpretation
1.1 Inthis Deed unless the context otherwise requ
(a) words importing any gender include every gen

(b) words importing persons include an individuampany, corporation, firm, partnership, unincogted association or body of
persons, and any state, or governmental or log@idn or agency of a stat

(c) references to clauses and schedules are referenttesrelevant clause in or schedule to this D

(d) references in this Deed to any specified pionisf this Deed or the Atrium SPA are to this Deth@ Atrium SPA or that provision
as in force for the time being and as amended frora to time;

(e) references to any statute or statutory prowisiall include (i) any subordinate legislation maahder it, (ii) any provision which it
has superseded or re-enacted (whether with or uiitimodification) and (iii) any provision superseglior re-enacting it (whether
with or without modifications); an

() the rule known as the ejusdem generis rulel stelapply, and accordingly words introduced byrdgand phrases such as

“include”, “including”, “other” and “in particular’shall not be given a restrictive meaning or lithi& generality of any preceding
words or be construed as being limited to the saass as the preceding words where a wider contnuis possible



1.2 Words and phrases defined in the Atrium SPA slaae the same meanings in this Deed. In additioa following terms shall have the

2.2
2.3

following meanings

Insurer means the underwriter(s) of the W&I Policy.

Maximum Premium means USD$592,500 or such other amount as mayrbedagetween the Buyer and the Seller.

Policy Issuance Dataneans the date on which the W&I Policy becomesib@dn the parties to it.

Policy Negotiation Periodmeans the period from the date of this Deed tal#te falling one month after the date of this Deed.
W&I Policy means a warranty and indemnity policy between tingeBand the Insurer:

(&) onterms satisfactory to the Seller and the Bugach acting reasonab

(b) relating to the Seller's Warranties other thiaa Title and Capacity Warranties and (where appli) relating to claims under the
Taxation Deed

(c) covering, in each case, the liability the Selletuildchave had in the absence of this De

(d) having a maximum policy limit of $39,500,000 fdl claims under the W&l Policy and a sub-limft%15,800,000 for all claims in
relation to the Sell’s Warranties (other than any claim under the Tardlieed or any Tax Claim); al

(e) requiring payment of a premium, including insurapoemium tax, not exceeding the Maximum Premi

Pre-completion dividend

Notwithstanding the restriction set out in para@r2fg) of Schedule 5 to the Atrium SPA the Buyerehg gives its consent to tl
payment by the Company to the Seller, subject toptmnce with applicable laws and regulations, pf@completion dividend in the
amount of USD$25,000,000 from available cash irdhgPre-completion Dividend).

The Seller shall procure that the -completion Dividend is paid within two (2) Busind3ays of the Date of this Dee

The Buyer confirms for the purposes of sub-gaah (b) of the definition of “Permitted Leakadge"Schedule 6 to the Atrium SPA that
the Pri-completion Dividend is agreed by the Buyer to baitited Leakage

W&l Policy

During the Policy Negotiation Period the Bugball take all steps which a reasonable and prudlgrer of a W&I policy would take in
order to obtain a W&l policy on the same termsheesW&I Policy to procure that the W&I Policy willbissued as soon as possible after
the date of this Deed, provided that the Buyerlstalbe required to pay any premium to the Insuieere such premium and any
applicable insurance premium tax exceeds the anreaaived from the Seller under Clause 3.2. In glaein, the Buyer shall use all
reasonable endeavours

(a) deliver, or procure delivery, of all items reasdyakquested by the Insurer to enable the W&I Bdiicbe issuec
(b) do all things reasonably required by the Insuregrtable the W&I Policy to be issued; &

(c) deliver the No Claims Declaration (as definedhe W&I Policy) to the Insurer, except where tloatent of that declaration would
not be true at the date of delive



3.2

3.3

3.4

3.5

3.6

3.7

3.8

No less than five (5) Business Days before the gweg Policy Issuance Date the Buyer shall senget&eller.

(&) adraft of the Insurer’s invoice setting owt #tmount of premium due under the W&I Policy and applicable insurance premium
tax; and

(b) adraft of the W&l Policy in the form then reachiachegotiations

and shall thereafter keep the Seller informed gf@ranges that are made to those documents. Subjiwet Seller approving the terms of
the W&I Policy, acting reasonably, the Seller shiéthin five (5) Business Days of being sent sudfeiimation pay the premium together
with any applicable insurance premium tax (whichatal shall not be more than the Maximum Premitorguch account of the Buyer as
the Buyer may specify.

The Buyer shall, upon receipt of the premiund(an any event within ten (10) Business Days afteeipt), use all reasonable endeavour
to enter into the W&I Policy and pay the premiug@ther with any applicable insurance premium texthe Insurer, provided that the
Buyer shall not be required to enter into the Wa&li& where the premium and insurance premium tyaple under that policy exceeds
the amount received from the Seller under ClauggeXcept where the Seller pays such excess tuper promptly on reques

As soon as reasonably practicable after theyPldsuance Date (and in any event within ten @i§iness Days after that date) the Buye
shall deliver to the Seller a copy of the issued MP&licy.

Where the Policy Issuance Date has not occwithih ten (10) Business Days after the Buyertsipt of payment from the Seller under
Clause 3.2, the Buyer shall repay that amountddSttller together with the interest calculated diaity basis (at a rate consistent with
3 Month LIBOR rate as at the date the amount was tpathe Buyer) that has accrued on that amoorguth account as the Seller may

specify.

The Buyer shall procure that the Seller isfiemtias soon as reasonably practicable of any aleider the W&l Policy and is provided
within a reasonable time with such information aeports concerning all material steps and/or prdicggs taken by the Buyer or any
Group Company in relation to any claim under the MP&licy as the Seller may from time to time reasuy request

The Buyer agrees that after the Policy Issu@ate it will not be entitled to bring any claimsder or in relation to the Seller's
Warranties (other than the Title and Capacity Waies) or, to the extent such claims are coverettuthe W&I Policy, under or in
relation to the Taxation Deed against the Selled the Seller shall have no liability for breachaofy of the Seller's Warranties (other
than the Title and Capacity Warranties) or, togkent claims in relation to the Taxation Deedareered under the W&l Policy, the
Taxation Deed) unless the Insurer has not paid¢dhesponding claim under the W&I Policy as a restilts insolvency or it is
prohibited from paying a claim under the W&l Polisy virtue of any applicable law or regulatic

Where the Buyer has duly made one or more slaigainst the Insurer in accordance with the W&lidg@nd the Insurer fails to pay any
amount due from it to the Buyer under the W&I Ppl&s a result of its insolvency or as a resultedhg prohibited from paying a claim
under the W&I Policy by virtue of any applicablevi@ar regulation the Seller shall, as an independadtprimary obligation and
notwithstanding any provision of the Atrium SPA @sended by this Deed), pay such amount to the Buigkin ten (10) Business Da
after the Buyer notifies it of such failure, progdithat the claim against the Insurer was madamditte time limits set out in paragraph
2.1 of Schedule 4 to the Atrium SPA as if that gaagh had not been amended by this D



3.9

4.2

For the purposes of clause 3.7 andr&8lvencymeans that Lloyd’s has failed to apply funds frdva €entral Fund to the extent that the
available assets of the Insurer held in the relesgndicate premiums trust fund are insufficientteet the claim under the W&l Polic

Variation of the Atrium SPA in respect of Pre-completion Dividend
The Parties agree that the Atrium SPA is variedhghat:
(&) The definition of Purchase Price in paragraph $dfedule 6 of the Atrium SPA is deleted and replaci¢h the following:
“ Purchase Pricemeans USD$158,000,000"
(b) clause 2.2C of the Atrium SPA is deleted and regalagith the following
“For the purposes of clause 2.2B “Delayed Compiekee” shall mean:
USD$21,644 xy

where 'y’ equals the number of days from (but excluding) 2¥éinber 2013 to (and including) the Completion Qatieich shall b
deemed to be zero if the Completion Date occursrdsefore 21 November 2013).”

The variations effected by clause 4.1 shab &fkect from the date of this Deed and the AtrlBPA shall be read and construed
accordingly.

Variation of the Atrium SPA and Taxation Deed in respect of W&I policy
The Parties agree that with effect from the Polgsuance Date the Atrium SPA is varied such 1
(a) the following is included as paragraph 1.6 of Scited to the Atrium SPA

“1.6 For the purposes of paragraph 1.4 of Schedlirit not for the purposes of any other paragrdphis Schedule 4), the
expressiorRelevant Claimshall include any claim (whether or not paid) af Buyer against an insurer under the W&l
Policy (as defined in a deed of variation entergd in respect of this Agreemer”

(b) paragraph 2.1 of Schedule 4 to the Atrium SPA Istdd and replaced with the followin

“2.1  The Seller shall not be liable for a Relev@fdim or a claim under the Taxation Deed unles$iinger has given the Seller
notice of that Relevant Claim or claim under the&teon Deed, stating in reasonable detail the eabfithe Relevant Claim
or the claim under the Taxation Deed and the E's then best estimate of the amount claimed, icéise of

(a) aclaiminrespect of the Title and Capacity Watiesm) on or before 31 December 20

(b) aclaim in respect of the Seller's Warrantiethér than the Title and Capacity Warranties), byater than the date
which is 6 months after the Completion De

(c) aclaim under the Taxation Deed or any Taxr@)di) to the extent such claim is covered under\W&l Policy, by no
later than the date which is 6 months after the fletion Date; or (ii) to the extent such claim @& novered under the
W&l Policy, on or before 31 December 20:

(d) aclaim under clause 11, by no later than the whieh is 30 months after the Completion Dz



5.2

6.2

(e) claims under clause 18, by no later than the thimdversary of the Completion Date;
() any other Relevant Claim, by no later than the &rmiversary of the Completion D¢’

(c) paragraph 7.1 of Schedule 4 to the Atrium SR&llde amended by inserting the words “for whioh Seller is liable under this
Agreemer” after the word®breach of any of the Sel’s Warrantie”.

The Parties agree that with effect from thedydssuance Date the Taxation Deed is varied sliahthe words “in respect of which the
Seller is liable under this De” are inserted in

(@) clause 7.1, immediately before the wa“the Buyer shall give written noti”; and

(b) clause 7.2, immediately after the wo"“any Notice of Liability”.

Variation of the Atrium SPA in respect of completian arrangements
The Parties agree that the Atrium SPA is variedhghat:
(a) clause 6.2 of the Atrium SPA is deleted and repmlaci¢h the following:

“6.2 The sole conditions of escrow (tBscrow Condition) shall be (i) the service of a notice of terminatbn State Street Bank
and Trust Company by ING substantially in the famfischedule 5 to the ING Deed of Release; (ii)3brvice of an
effective time notice by ING substantially in therrh of Schedule 3 to the ING Deed of Release; adhe service of a
notice of confirmation of termination effective &non the Seller and Atrium 5 Limited by ING subsity in the form of
Schedule 7 to the ING Deed of Rele”;

(b) anew clause 6.13 is added to the Atrium SPA dgvist

“6.13 The Buyer shall indemnify the Seller in resipef any loss or damages that Atrium 5 Limited,do long as it is a subsidiary
of the Seller, may suffer in consequence of Atriulimited at any time having any liability to ING any other party under
the facility agreement between Atrium 5 Limited GNNorthshore Holdings Limited and Arden Reinsuea@ompany
Limited or any other agreement or arrangement edt&to by Atrium 5 Limited in connection with tifecility agreemen”;

(c) paragraph 1(c) of Part A of Schedule 3 to ttréufn SPA shall be amended by adding the wordsépkdn each case, to the extent
the relevant document is held in electronic forrd ancess has been given to the Buyer or any meofittiee Buyer's Group before
Completior” at the end of that paragraph; ¢

(d) paragraphs 2(a), 2(d)(v) (referring to the appoent of KPMG as auditors) and 2(d)(iv) (refegito the registered office of the
Group Companies) of Part A of Schedule 3 to théuAtrSPA shall be deleted and the other patagraphs of paragraph 2 of Pal
of Schedule 3 to the Atrium SPA renumbered accagidlir

The variations effected by clause 6.1 shab &fkect from the date of this Deed and the AtrlBPA shall be read and construed
accordingly.

Continuation of the Atrium SPA
The Atrium SPA shall remain in full force and effexcept as varied in this Dee



8.1

8.2
8.3

8.4

8.5

8.6

8.7

Miscellaneous
Third Parties

For the purposes of the Contracts (Rights afdTiRarties) Act 1999 this Deed is enforceable diylthe parties to it and their respective
successors in title

Governing Law
This Deed and any n-contractual obligations connected with it shalgoserned by English lav

The Parties irrevocably agree that all dispatesng under or in connection with this Deediroconnection with the negotiation,
existence, legal validity, enforceability or termiion of this Deed, regardless of whether the ssimadl be regarded as contractual claims
or not, shall be exclusively governed by and deirechonly in accordance with English la

Jurisdiction

The Parties irrevocably agree that the codrEngland and Wales are to have exclusive jurigatictand that no other court is to have
jurisdiction to:

(a) determine any claim, dispute or differenceiagisinder or in connection with this Deed, any moniractual obligations connected
with it, or in connection with the negotiation, stdnce, legal validity, enforceability or termirmatiof this Deed, whether the alleged
liability shall arise under the law of England awer the law of some other country and regardlésgether a particular cause of
action may successfully be brought in the Englistrts (Proceedings);

(b) grantinterim remedies, or other provisional ortpctive relief.

The Parties submit to the exclusive jurisditiid the courts of England and Wales and accordiagy Proceedings may be brought
against the parties or any of their respectivetassesuch courts

Nothing contained in this clause shall limit thghti of any Party to commence any proceedingspsuittion seeking the enforcement
any judgment obtained in the courts of England\atades (Enforcement Proceeding9 against any other Party in any other court of
competent jurisdiction nor shall taking of EnforaarhProceedings in one or more jurisdictions pieline taking of Enforcement
Proceedings in any other jurisdiction, whether eorently or not, to the extent permitted by the lafveuch other jurisdictior

Each Party irrevocably waives (and irrevocagyees not to raise) any objection which it mayehaew or after Completion to the venue
of any Enforcement Proceedings in any such coud eeferred to in clause 4.6 and any claim thgtsarch Enforcement Proceedings
have been brought in an inconvenient forum andhéurirrevocably agrees that a judgment in any Eefiment Proceedings brought in
such court shall be conclusive and binding upot $erty and may be enforced in the courts of ahgrgurisdiction.



EXECUTED AS A DEED , andDELIVERED

EXECUTED as a deed bx\RDEN
HOLDINGS LIMITED

acting by Richard Lutenski, a director, in
the presence o

/s/ David Hosie

on the date first above written.

/s/ Richard Lutenski

Director

Signature of Witnes

WITNESE NAME:

WITNESE ADDRESS:

WITNESE OCCUPATION:

EXECUTED as a deed bALOPUC LIMITED

acting by Derek Reid, a director, in the
presence ol

/s/ David Hacket

David Hosier

31 Victoria St.

Hamilton, Bermud:

Accountant

/sl Derek Reic

Director

Signature of Witnes

WITNESE NAME:

WITNESS ADDRESS:

WITNESS OCCUPATION:

David Hackett

Fox Borrow Cottage, Foxrurrow Hills R

Bramley, Surrey Uk

Accountant




EXECUTED as a deed bikENMARE
HOLDINGS LTD

acting by Richard Harris, a director,
in the presence o

/s/ Edward Martir

/s/ Richard Harris

Director

Signature of Witnes

WITNESS NAME:

WITNESS ADDRESS:

WITNESS OCCUPATION:

Edward Martin

22 Queen Stre¢

Hamilton, Bermud:

Lawyer




ENSTAR GROUP LIMITED
LISTING OF SUBSIDIARIES

Name
Enstar Group Limite:

A. Cumberland Holdings Limite
1) Enstar Australia Holdings Pty Limite

a) Enstar Australia Ltc
i) Cranmore (Australia) Pty Lt

b) AG Australia Holdings Lt
i) Gordian Rur-off Limited

¢) Shelly Bay Holdings Ltc
i) Harrington Sound Limite:

B. Enstar Limitec
1) Enstar (EU) Holdings Ltc
a) Enstar (EU) Ltd
b) Cranmore (UK) Limitec
¢) Enstar (EU) Finance Li
2) Cranmore (Bermuda) Limite
a) Cranmore (Asia) Lt
i) Cranmore (Asia) Pte Limite
3) Enstar Brokers Limite
4) Castlewood (Bermuda) Limite
5) Bantry Holdings Ltd
a) Blackrock Holdings Ltc
i) Kinsale Brokers Limitec
6) Enstar Insurance Management Services Irelandtédr
7) Enstar Investment Management Limi

C. Kenmare Holdings Limite
1) Fitzwilliam Insurance Limite:
2) Revir Limited
a) River Thames Insurance Comp:
b) Overseas Reinsurance Corporation Lim
¢) Regis Agencies Limite
3) Hudson Reinsurance Company Limi
a) Chatsworth Limite:
i) Global Legacy Acquisition LI
4) Harper Holding Sal
a) Harper Insurance Limite
b) Enstar Holdings (US) In
i) Enstar (US) Inc
A) Enstar New York, In
ii) Cranmore (US) Inc
ii) Enstar Investments, In
A) Sun Gulf Holdings, Inc
I) Capital Assurance Company Ir
Il) Capital Assurance Services, Ir
III) Constellation Reinsurance Compa
B) CLIC Holdings, Inc
I) Claremont Liability Insurance Compa
C) PWAC Holdings, Inc
1) Providence Washington Insurance Solutions, |
1) PW Acquisition Co.
x) Providence Washington Insurance Comp
xa) York Insurance Compar
D) Clarendon Holdings, Int
I) Clarendon National Insurance Compz
x) Clarendon America Insurance Comp:
xi) Harbor Specialty Insurance Compe
E) SeaBright Holdings, In
I) SeaBright Insurance Compa
II) Paladin Managed Care Services, |
IIl) Point Sure Insurance Services, i
5) Mercantile Indemnity Company Lt

% of Voting

Securities
N/A

10C(%
10C%
10C(%
10C%
10(%
10C%
10(%
10C%

10C(%
10C%
10C(%
10C%
10(%
10C%
10C(%
10C%
10C(%
10C%

50%

30%
10C(%
10C%
10C%

10C%
10C%
10C%
10C%
10C%
10C%
10C%
10(%

98%
10C%
10C%
10C%
10C%
10(%
10C(%
10C(%
10C%
10C%
10C%
10C%
10C%
10(%
10C%
10(%
10C%
10C(%
10C%
10C%
10C%
10(%
10C%
10C%
10C%
10C(%
10C%
10C(%
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Jurisdiction
Bermuda

Bermuda
Australia
Australia
Australia
Australia
Australia
Australia
Australia

Bermuda
England
England
England
England
Bermudas
Bermudas
Singapore
Bermuda
Bermuda
Bermuda
Bermuda
England
Ireland
Bermudas

Bermudas
Bermuda
Bermuda
England
Bermuda
England
Bermudas
Bermudas
Bermudas
Luxembour¢
Switzerland
Delaware
Delaware
New York
Delaware
Delaware
Delaware
Florida
Florida
New York
Delaware
California
Delaware
Rhode Islan
Rhode Islan
Rhode Islan
Rhode Islan
Delaware
New Jerse!
New Jerse!
New Jerse!
Delaware
Illinois
California
Washingtor
England



6) Longmynd Insurance Company L
7) Fieldmill Insurance Company Lt
8) Virginia Holdings Ltd.
a) Unione ltaliana (UK) Reinsurance Compi
b) Seaton Insurance Compe
c¢) Cavell Holdings Limitec
i) Cavell Insurance Company Limitt
9) Courtenay Holdings Lt
a) Enstar Acquisitions Limite
i) Goshawk Insurance Holdings Limit
A) Goshawk Holdings (Bermuda) Limite
I) Rosemont Reinsurance Limit
B) Goshawk Dedicated Limite
b) Simcoe Holdings Limite

i) Electricity Producers Insurance Company (Bermudd.

¢) Royston Holdings Limite
i) Royston Ru-off Ltd
A) Unionamerica Holdings Limite
1) Unionamerica Acquisition Company Limite
x) Unionamerica Insurance Company Limi
d) Rombalds Limitec
10) Comox Holdings Lt
a) Bosworth Ru-Off Limited

10C%
10C(%
10C%
10C%
10C(%
10(%
10C%
10C(%
10C%
99.4%
10C%
10(%
10C%
10(%
10C%
10C(%
10C%
10C(%
10C%
10C(%
10C%
50.1%
10C%

@)

England
England
Bermuda
England
Rhode Islan
England
England
Bermuda
England
England
Bermuda
Bermudas
England
Bermuda
Bermudas
Bermuda
England
England
England
England
England
Bermudas
England



ENSTAR GROUP LIMITED
LISTING OF SUBSIDIARIES

Name
11) Sundown Holdings Limite
12) Oceania Holdings Lt
a) Inte-Ocean Holdings Limite:
i) Inter-Ocean Reinsurance Company L
A) Inter-Ocean Reinsurance (Ireland) L
13) Flatts Limitec
a) Marlon Insurance Company Limit
i) The Copenhagen Reinsurance Company (UK) Lirr
14) Shelbourne Group Limite
a) SGL No 1 Ltd
b) SGL No 3 Ltd.
¢) Shelbourne Syndicate Services
15) Hillcot Re Limited
a) Hillcot Underwriting Management Limite
16) Northshore Holdings Limite
a) Arden Reinsurance Limite
i) Ariel Reinsurance Company Escritorio De Représeso No Brasil Ltde
b) Alopuc Limited
i) Atrium Underwriting Group Ltd
i) Atrium Risk Management Services (Washingtor.l
i) Atrium Risk Management Services (British Colbia) Ltd.
iv) Atrium Insurance Agency (Asia) PT
v) Atrium 5 Ltd
vi) Atrium Insurance Agency Ltc
vii) Atrium Group Services Ltc
viii) Atrium Underwriters Ltd.
ix) Atrium Underwriting Holdings Limitec
A) Atrium 1 Ltd.
B) Atrium 2 Ltd.
C) Atrium 3 Ltd.
D) Atrium 4 Ltd.
E) Atrium 6 Ltd.
F) Atrium 7 Ltd.
G) Atrium 8 Ltd.
H) Atrium 9 Ltd.
1) Atrium 10 Ltd.
J) 609 Capital Limite«
17) Hove Holdings Limitet
18) Nordic Rur-off Limited
19) Knapton Holdings Limite
a) Knapton Insurance Limite
20) New Castle Reinsurance Company Lim
21) Enstar Financing Lt
22) DLCM No. 1
23) DLCM No. 2
24) DLCM No. 3
25) Bayshore Holdings Lt
a) Veranda Holdings Ltc
26) Westshore Holdings Lt
27) Eastshore Holdings Lt

D. Hillcot Holdings Limited
1) Brampton Insurance Company Limit

E. Enstar USA, Inc
1) Enstar Financial Services, Ir
2) Enstar Group Operations, I

F. Laguna Life Holdings Ltc
1) Laguna Life Holdings SAR
1) Pavonia Holdings (US) In
a) Pavonia Life Insurance Company of Delaw
i) Pavonia Life Insurance Company of Arizc

% of Voting

Securities
10C(%
10C%
10C%
10C%

95.(% (@
10(%
10(%
10(%
10(%
10C%
10C%
10C%
10C%
10(%

60%
10(%
10(%
10C%
10C%
10C%
10C%
10(%
10C(%
10(%
10C(%
10C%
10C%
10C%
10C%
10(%
10C%
10(%
10C%
10C%
10C%
10C%
10C%
10(%
10C%
10(%
10(%
10C%
10C%
10C%
10C%
10(%

60%
10(%
10C(%
10C%

10C%
10C%

10C%
10C%
10C%

10C%
10C%
10C%
10C%
10C%

Jurisdiction
Bermuda
Bermuda
Bermuda
Bermuda

Ireland
England
England
England
England
England
England
England
England
England
Bermuda
Bermuda

Brazil
England
England
Washingtor

Canadz

Singapore

England
England
England
England
England
England
England
England
England
England
England
England
England
England
England
Bermuda
England
England
England
Bermuda
Bermuda
England
England
England
Bermuda
Bermuda
Bermuda
Bermuda

Bermuda
England

Georgia
Florida
Georgia

Bermuda
Luxembourg
Delaware
Delaware
Arizona



i) Pavonia Life Insurance Company of Michig
I) Pavonia Life Insurance Company of New Y
b) Enstar Life (US), Inc

2) Laguna Life Limitec

B.H. Acquisition Ltd.
1) Brittany Insurance Company Li
2) Paget Holdings GmbH Lt

(1)

(2) The remaining 5.0% of the comp¢'s voting securities is owned directly by I-Ocean Holdings Limite:

(3)

B.H. Acquisition Ltd. is 33% owned by Enstar USA¢l and 67% owned by Enstar Limit

10C%
10C%
10C%
10(%

10C% (3
10C%
10C%

Michigan

New York

Delaware
Ireland

Bermuda
Bermuda
Austria

Goshawk Insurance Holdings plc is 89.44% owned figt&r Acquisition Ltd. and 10.01% owned by Kenntdoddings Limited.



Exhibit 23.1
Consent of Independent Registered Public Accountingirm

The Board of Directors and Shareholders of
Enstar Group Limited:

We consent to the incorporation by reference irrdéiggstration statements No. 333-149551, 333-148883-148862 and 333-141793 on Form
S-8 of Enstar Group Limited of our reports dateddha3d, 2014, with respect to the consolidated lraaheets of Enstar Group Limited as of
December 31, 2013 and 2012, and the related cdasedl statements of earnings, comprehensive inadmeges in shareholders’ equity and
cash flows for each of the years in the two-yeaiopeended December 31, 2013, and financial state®ehedules I, II, Ill, IV, and VI, as of
December 31, 2013 and 2012 and for each of thesyedne two year period ended December 31, 20#i3faneffectiveness of internal control
over financial reporting as of December 31, 201Bictv reports appear in the December 31, 2013 amepalt on Form 10-K of Enstar Group
Limited.

/sl KPMG Audit Limited

Hamilton, Bermuda
March 3, 2014



Exhibit 23.2
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegjion Statements No. 333-149551, 333-148863;138862 and 333-141793 on Form S-
8 of our report dated February 24, 2012, relatinthe December 31, 2011 consolidated financia¢stants of Enstar Group Limited and

subsidiaries (the “Company”), appearing in this AahReport on Form 10-K of Enstar Group Limited anthsidiaries for the year ended
December 31, 2013.

/sl Deloitte & Touche Ltd.

Hamilton, Bermuda
March 3, 2014



Exhibit 31.1

CERTIFICATION PURSUANT TO
RULE 13a-14(a)/15d-14(a),
AS ADOPTED PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Dominic F. Silvester, certify that:

1.
2.

5.

I have reviewed this Annual Report on Forn-K of Enstar Group Limitec

Based on my knowledge, this report does notaioriny untrue statement of a material fact or dondttate a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, nisadisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememig,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officer andrke responsible for establishing and maintainirsgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @defined in Exchange Act Rules
13z15(f) and 15-15(f)) for the registrant and hav

a.

Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isfg prepared

Designed such internal control over financial répgr, or caused such internal control over finahi@gorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atauce with generally accepted accounting princijy

Evaluated the effectiveness of the registradisslosure controls and procedures and presentiisineport our conclusions
about the effectiveness of the disclosure contiots procedures, as of the end of the period coveyehis report based on
such evaluation; an

Disclosed in this report any change in the tegig's internal control over financial reportirtat occurred during the
registrant’s most recent fiscal quarter that haterrally affected, or is reasonably likely to maadly affect, the registrant’s
internal control over financial reporting; a

The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent

functions):

a.

All significant deficiencies and material weagses in the design or operation of internal corttvelr financial reporting
which are reasonably likely to adversely affectrdgistrant’s ability to record, process, summaaizd report financial
information; anc

Any fraud, whether or not material, that invalvaanagement or other employees who have a signifiole in the
registran’s internal control over financial reportir

Dated: March 3, 201

/ s/ D omINiC F. SILVESTER

Dominic F. Silveste
Chief Executive Office



Exhibit 31.2

CERTIFICATION PURSUANT TO
RULE 13a-14(a)/15d-14(a),
AS ADOPTED PURSUANT TO SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002

I, Richard J. Harris, certify that:

1. I have reviewed this Annual Report on Forn-K of Enstar Group Limitec

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dondtate a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, nisadisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

4.  The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @defined in Exchange Act Rules
13z15(f) and 15-15(f)) for the registrant and hav

a.

Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made
known to us by others within those entities, pattdy during the period in which this report isfg prepared

Designed such internal control over financial répgr, or caused such internal control over finahi@gorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atauce with generally accepted accounting princijy

Evaluated the effectiveness of the registradisslosure controls and procedures and presentiisineport our conclusions
about the effectiveness of the disclosure contiots procedures, as of the end of the period coveyehis report based on
such evaluation; an

Disclosed in this report any change in the tegig's internal control over financial reportirtat occurred during the
registrant’s most recent fiscal quarter that haterrally affected, or is reasonably likely to maadly affect, the registrant’s
internal control over financial reporting; a

5.  The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimbernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent

functions):

a.

All significant deficiencies and material weagses in the design or operation of internal corttvelr financial reporting
which are reasonably likely to adversely affectrdgistrant’s ability to record, process, summaaizd report financial
information; anc

Any fraud, whether or not material, that invalvaanagement or other employees who have a signifiole in the
registran’s internal control over financial reportir

Dated: March 3, 2014

/ s/ RICHARD J. HARRIS

Richard J. Harri

Chief Financial Office



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Enstar Graumited (the “Company”) on Form 10-K for the falgyear ended
December 31, 2013, as filed with the SecuritiesBxchange Commission on the date hereof (the “R8parDominic F. Silvester, certify,
pursuant to 18 U.S.C. section 1350, as adoptediant$o section 906 of the Sarbanes-Oxley Act @22@hat to the best of my knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934; anc

(2) The information contained in the Report faphgsents, in all material respects, the finana@aldition and results of operations of
the Company

Dated: March 3, 2013

/ s/ D omINIC F. SILVESTER
Dominic F. Silveste
Chief Executive Office




Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Enstar Graumited (the “Company”) on Form 10-K for the falgyear ended
December 31, 2013, as filed with the SecuritiesBxcthange Commission on the date hereof (the “R@parRichard J. Harris, certify,
pursuant to 18 U.S.C. section 1350, as adoptediant$o section 906 of the Sarbanes-Oxley Act @22@hat to the best of my knowledge:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof1934; anc

(2) The information contained in the Report faphgsents, in all material respects, the finana@aldition and results of operations of
the Company

Dated: March 3, 2014

/ s/ RICHARD J. HARRIS
Richard J. Harri:
Chief Financial Office




