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SECTION 1

BUSINESS REVIEW

FOR THE NINE MONTHS
ENDED 30 SEPTEMBER 2020



DISCLAIMER

This document has been prepared by The Ardonagh Group Limited and is its sole responsibility. For the purposes hereof, this document shall mean and
include all of the sections of this document, any oral presentation by Ardonagh or any person on its behalf, any question-and-answer session in relation to
this document, and any materials distributed at, or in connection with, any of the above.

The information contained in the unaudited sections of this document has not been independently verified and some of that information is in summary
form. No representation or warranty, express or implied, other than that implied or required by law is or will be made by any person as to, and no reliance
should be placed on, the accuracy, fairness or completeness of the information or opinions expressed in such sections of this document. No responsibility
or liability other than that implied by law is or will be accepted by Ardonagh, its shareholders, subsidiaries or affiliates or by any of their respective officers,
Directors, employees or agents for any loss howsoever arising, directly or indirectly, from any use of this document or its contents or attendance at any
presentation or question-and-answer session in relation or in connection with this document.

Ardonagh cautions that this document may contain forward-looking statements in relation to certain of Ardonagh’s business, plans and current goals and
expectations, including, but not limited to, its future financial condition, performance and results. These forward-looking statements can be identified by
the use of forward-looking terminology, including the words “aims”, “believes”, “estimates”, “anticipates”, “expects”, “intends”, “may”, “will”, “plans”,
“predicts”, “assumes”, “shall”, “continue” or “should” or, in each case, their negative or other variations or comparable terminology or by discussions of
strategies, plans, objectives, targets, goals, future events or intentions. Any projections or forward-looking information (including any underlying
assumptions) contained herein are not to be viewed as facts and are subject to significant uncertainties and contingencies, many of which are beyond the
control of Ardonagh. By their very nature, all forward-looking statements involve risk and uncertainty because they relate to future events and circumstances
which are beyond Ardonagh’s control, including but not limited to insurance pricing, interest and exchange rates, inflation, competition and market
structure, acquisitions and disposals, and regulation, tax and other legislative changes in those jurisdictions in which Ardonagh, its subsidiaries and affiliates
operate. In particular, the unprecedented and rapidly evolving nature of the global COVID-19 pandemic (including the short-term and long-term effects
thereof) creates unprecedented and extraordinary uncertainties for most businesses including Ardonagh and its subsidiaries and affiliates. As a result,
Ardonagh’s actual future financial condition, performance and results of operations may differ materially from the plans, goals and expectations set out in
any forward-looking statement made by Ardonagh. All subsequent written or oral forward-looking statements attributable to Ardonagh or to persons acting
on its behalf should be interpreted as being qualified by the cautionary statements included herein. As a result, undue reliance should not be placed on
these forward-looking statements.
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The information and opinions contained in this document have not been audited (unless otherwise stated) or, other than the information contained in
Section 2 (Unaudited interim condensed consolidated Financial Statements), necessarily been prepared in accordance with International Financial Reporting
Standards and are subject to change without notice. The financial results in Sections 1 and 3 of this document include certain financial measures and ratios,
including EBITDA and Adjusted EBITDA.

Adjusted EBITDA Pro Forma for Completed Transactions and certain other related measures are not presented in accordance with IFRS. These measures
may not be comparable to those of other companies. Reference to these non-IFRS financial measures should be considered in addition to IFRS financial
measures but should not be considered a substitute for results that are presented in accordance with IFRS.

The information contained in this document, including but not limited to any forward-looking statements, is provided as of the date hereof and is not
intended to give any assurance as to future results. No person is under the obligation to update, complete, revise or keep current the information contained
in this document, whether as a result of new information, future events or results or otherwise. The information contained in this document may be subject
to change without notice and will not be relied on for any purpose.

Certain data contained in these financial results, including financial information, may be subject to rounding adjustments. Accordingly, in certain instances,
the sum of the numbers in a column or a row in tables may not conform exactly to the total figure given for that column or row.

This report comprises three sections and should be read in conjunction with the investor presentation, issued at the same time as this report and is available
on the website https://www.ardonagh.com/investors/financial-results.

Section 1: Business review for the nine months ended 30 September 2020. Financial information in Section 1 has been presented on Reported and Pro Forma
bases. Information shown on a Reported basis is presented in accordance with International Financial Reporting Standards as adopted by the European
Union (IFRSs as adopted by the EU) with acquisitions, disposals and refinancing transactions reflected from the date the acquisition or refinancing completed.
Pro Forma for Completed Transactions are presented as if significant acquisitions, disposals and refinancing transactions occurred on the first day of the
comparative period and therefore current and prior period information is presented on a like-for-like basis to enable meaningful comparisons to be made.
Significant acquisitions and disposals included in the Pro Forma for Completed Transactions information are the disposal of the Commercial MGA business
(completed 1 January 2019), the acquisition of the Nevada 3 businesses (acquisition of Minton House Group Limited (MHG), Health and Protection Solutions
Limited (HIG) and Professional Fee Protection Limited (PFP), completed 31 January 2019), the acquisition of a business and certain assets of Rural Insurance
Group Limited (completed 28 February 2020), the acquisition of the Nevada 5 Topco Limited group of businesses (including Arachas Topco Limited;
completed 14 July 2020), the acquisition of the Nevada 4 Midco 1 Limited group of businesses (including Bravo Investment Holdings Limited; completed 14
July 2020), the acquisition of Thames Underwriting Limited (completed 12 August 2020) and the acquisition of Lloyd Latchford Group Limited (completed 30
September 2020). Refinancing transactions included in the Pro Forma relate to the Group refinancing completed on 14 July 2020.

Section 2: Unaudited interim condensed consolidated financial statements for the nine months ended 30 September 2020. Information presented in this
section is in accordance with IFRS as adopted by the EU with acquisitions, disposals and refinancing transactions reflected from the date the acquisition or
refinancing completed.

Section 3: Other unaudited financial information provides detailed reconciliations between Reported and Pro Forma results and a glossary of terms.



STRUCTURE

Our business is organised into four operating segments that focus on distinct but complementary aspects of the
insurance brokerage and services value chain: Ardonagh Advisory, Ardonagh Retail, Ardonagh Specialty and
Ardonagh International which are detailed below.

ARDONAGH ADVISORY

Ardonagh Advisory is comprised of: Towergate Insurance Brokers (TIB), Riskline, Health and Protection, Footman James, Ethos
Broking and Networks, that collectively provide a broad array of broking products and risk management services to commercial
clients and connected individuals from our network of local offices across the United Kingdom. As a trusted advisor we offer face-
to-face, over the telephone or an online relationship to our clients to provide them with a tailored insurance broking service with
a wide choice and access to specialist products and solutions designed to meet their individual needs across the full spectrum of
commercial, corporate and personal classes.

TIB and Health and Protection are sold mainly through face to face relationships via the Towergate brand. Riskline is a centre of
excellence selling to micro SME and SME clients over the telephone and online. Footman James is a well-respected brand within
the classic car insurance sector selling direct to consumers and, as such, aligns to our broader high net worth proposition across
Advisory as a whole. Ethos and Networks provide insurance broking and member services with an SME focus via community broking
offices and a network presence. As a member of the Worldwide Broker Network, Ardonagh Advisory works with like-minded
brokers around the world to deliver cross-border collaboration on behalf of its clients, giving us a global reach.

ARDONAGH RETAIL

Ardonagh Retail is comprised of: Autonet, Carole Nash, Swinton, Paymentshield and Schemes and Programmes. Autonet is a leading
van insurance broker in the UK, distributing insurance products online through price comparison websites as well as directly
through the Autonet website and call centres. Carole Nash is a leading motorcycle and classic car insurance broker in the UK and
Ireland, and a specialist brand renowned for quality and service. Swinton is one of the largest personal lines insurance brokers in
the UK, with a well-recognised, heritage consumer brand. Paymentshield is a leading provider and administrator of general
insurance solutions distributed through independent financial advisors, mortgage networks and other intermediaries. It is focused
on the supply of household related products, such as buildings and contents insurance, mortgage payment protection insurance,
income protection and landlord insurance products. Schemes and Programmes includes a broad range of specialist products
including non-standard property, marine, caravan, military, travel and pet insurance, primarily selling direct to consumers.

ARDONAGH SPECIALTY

Ardonagh Specialty is comprised of: Price Forbes, Bishopsgate and MGA. Price Forbes and Bishopsgate are both Lloyd’s of London
brokers which together provide UK and international corporate clients with access to specialist sector insurance products covering
a wide range of markets, including Energy, North American Property, Marine, Power, Aviation, Specie, Cargo, Mining and Terrorism.
Price Forbes is a leading international wholesale insurance broker with a globally recognised brand that trades in major
international insurance and reinsurance markets, including London, Bermuda and South Africa and Bishopsgate is a primarily UK
and North American binding authority wholesale broking business. MGA primarily focuses on providing bespoke specialist
insurance products and services for and on behalf of our strategic insurer partners. MGA is a full service managing general agency,
with delegated underwriting authority from insurers while assuming no underwriting liability. MGA focuses on niche and specialty
business, including agriculture, non-standard home and political violence, selling through brokers.

ARDONAGH INTERNATIONAL

Ardonagh International is the Arachas business, which is the largest SME-focused commercial insurance broker in Ireland, with
specialised offerings and a nationwide reach that has allowed the business to quickly gain a leading position in its core markets.

CORPORATE

The Group maintains a non-operating segment comprising central costs and income not allocated to the operating segments.
These costs include Group board costs and Group function costs, including certain legal and regulatory expenses. Income in this
segment primarily relates to interest income.



HIGHLIGHTS AND KEY PERFORMANCE INDICATORS
FOR THE NINE MONTHS ENDED 30 SEPTEMBER 2020

REPORTED PRO FORMA FOR COMPLETED TRANSACTIONS
£519.5m
. . £611.2m
International, £505.4m International, £596.0m
£9.6m, 2% £34.0m, 6%
Advisory, Retail, Retail,
£190.3m, 2020 £202.3m, 2020 £206.7m,
37% £519.5m 39% £596.0m 35%
Specialty, Specialty,
£115.8m, 22% £118.3m, 20%
2020 2019 2020 2019
£165.2m £192.2m
£180.5m
£144.4m
2020 2019 2020 2019
£44.5m £60.7m
£31.2m
£8.7m
2020 2019 2020 2019
30 September 2020: £595.1m

Pro Forma measures are used in addition to IFRS measures to improve comparability. Pro Forma for Completed Transactions as set out here includes the acquisition
of the Nevada 3 businesses: MHG, HIG and PFP (completed 31 January 2019, the acquisition of a business and certain assets of Rural Insurance Group Limited
(completed 28 February 2020), the acquisition of the Nevada 5 Topco Limited group of businesses (including Arachas Topco Limited; completed 14 July 2020), the
acquisition of the Nevada 4 Midco 1 Limited group of businesses (including Bravo Investment Holdings Limited; completed 14 July 2020), the acquisition of Thames
Underwriting Limited (completed 12 August 2020), the acquisition of Lloyd Latchford Group Limited (completed 30 September 2020) and the refinancing transactions
completed on 14 July 2020. Pro Forma for Completed Transactions also adjusts for the disposal of the Commercial MGA business, (completed 1 January 2019).

Adjusted EBITDA is used by the business as an indication of the underlying profitability of the business. Certain costs have been excluded from Adjusted EBITDA, as
set out in the reconciliations in Section 3, to better reflect expected ongoing performance.

Definitions of KPIs and other alternative performance measures (APMs) are set out in the glossary of terms in Section 3.



GROUP FINANCIAL PERFORMANCE

Pro Forma for

Reported Completed Transactions
Period ended 30 September Restated* Restated*
(£ million) 2020 2019 Change 2020 2019 Change
Total income 519.5 505.4 14.1 596.0 611.2 (15.3)
Adjusted EBITDA 165.2 144.4 20.7 192.2 180.5 11.7
EBITDA 121.9 88.2 33.7 146.0 121.7 24.3
Operating profit 44.5 8.7 35.8 60.7 31.2 29.5
Loss for the period (133.2) (65.7) (67.5) (94.3) (117.7) 23.5

* Restated 2019. See footnote on the interim condensed consolidated statement of profit or loss and other comprehensive income.

There has been a limited financial impact of Covid-19 on the Group to date, with income impacts predominantly limited to the
second quarter of 2020 and substantially offset by additional cost savings. The efficiency and stability of the Group’s infrastructure
has enabled home working for over 90% of our employee base. We continue to review the operational aspects of Covid-19 in line
with the latest global developments and government guidance. Insurance broking is a resilient and defensive market, which has
historically had limited impact from past economic or capital market downturns and Ardonagh’s highly diversified structure along
with no material exposure to a single carrier, customer or market sector means the Group is well-placed in the current economic
circumstances.

The Group continues to be acquisitive. The principal acquisitions made during the year to date relate to the “July 2020 transaction”
outlined in note 11. This comprises of the 14 July 2020 refinancing (see note 22) and three acquisitions, as set out in the Ardonagh
Offering Memorandum dated 22 June 2020, and as summarised below. In addition, the Group has made several other highly
complementary bolt-on acquisitions during the period that are outlined in note 11.

e Aspart of the July 2020 transaction, the Group completed the transformative acquisitions of Nevada 5 Topco Limited, of which
Arachas Topco Limited is an indirect subsidiary, and Nevada 4 Midco 1 Limited, the parent of Bravo Investment Holdings
Limited. As a leading Irish commercial insurance broker with national reach, Arachas gives Ardonagh a significant presence in
the EU whilst Bravo significantly extends Ardonagh Advisory SME broking reach, adds a well-established network service
provider with 750 members and a highly successful M&A engine.

e On 7 August 2020, the Group completed the acquisition of Bennetts Motorcycling Services Limited (Bennetts). The Group
exchanged contracts on 17 February 2020 and Ardonagh voluntarily notified the merger to the CMA. Following the CMA’s
announcement on 16 September 2020 that it would refer the merger for an in-depth Phase 2 investigation unless the Group
offered suitable undertakings to address the CMA’s concerns, the Group has proposed to divest Bennetts. The Group has not
reported this interest as a business combination as it has been determined that it does not control Bennetts. This interest in
the share capital of Bennetts has been recognised as a financial asset measured at fair value through other comprehensive
income and is shown as an asset held for sale, see note 8. Refer to note 11 for more information.

Reported results

Total income increased by £14.1m to £519.5m (2019: £505.4m), and Adjusted EBITDA increased by £20.7m to £165.2m (2019:
£144.4m). There has been income growth which is predominantly a result of the combination of material acquisitions alongside
organic growth in both Advisory and Specialty partially offset by the effect of Covid-19 across the business and the impact of
transition to a new premium finance commercial arrangement during 2019 in Retail. Adjusted EBITDA has increased by 14.4%, from
both acquisitions and organic growth alongside cost saving initiatives converting into reported earnings.

Ardonagh has continued to deliver significant synergies from the integration of acquisitions and cost savings from leveraging
combined scale and best practices across the businesses.

Acquisitions completed by the Group are included in the results from the date they were acquired. On 28 February 2020 the Group
completed the acquisition of a business and certain assets of Rural Insurance Group Limited. On 14 July 2020 the Group acquired
the Nevada 5 Topco Limited group of businesses (Arachas) and also the Nevada 4 Midco 1 Limited group of businesses (Bravo). On
12 August the Group completed the acquisition of Thames Underwriting Limited and on 30 September the acquisition of Lloyd
Latchford Group Limited. Impacting the prior comparable period from 31 January 2019, the Group completed the acquisition of
Nevada Investment Holdings 2 Limited (Nevada 2). On acquisition, Nevada 2 was the holding company of Minton House Group
Limited, Health and Protection Solutions Limited and Professional Fee Protection Limited.



GROUP FINANCIAL PERFORMANCE

Reported results (continued)

Adjusted EBITDA excludes four main areas of spend considered by management to be material and specific to the Group’s
significant transformation initiatives: transformational hires, business transformation, legacy costs and other costs.
Transformational Hires represent investment in teams and individuals to drive future transformational growth, primarily in the
Specialty and International operating segment. This includes recruitment costs, sign-on fees, retention and other costs. Business
Transformation represents costs to deliver benefits from ongoing transformation projects including the finalisation of the
Towergate transformation programmes plus integration costs to realise synergy benefits from recent acquisitions. Legacy Costs
include costs associated with commercial disputes, write downs of legacy balances, adjustments to historic retention schemes, and
the provision for obligations to make redress payments in respect of historical pension transfer advice (enhanced transfer values
(“ETV”)). Other Costs relate to Covid-19 and share-based payment schemes.

EBITDA has increased by £33.7m to £121.9m (2019 restated: £88.2m) driven by a £20.7m improvement in Reported Adjusted
EBITDA and a reduction of £15.4m in business transformation costs. Cost savings are expected to continue to deliver into underlying
EBITDA as programmes continue across all our operating segments.

Operating result improved by £35.8m to a profit of £44.5m (2019: £8.7m), primarily due to the delivery of cost savings.

Loss for the period increased by £(67.5)m to £(133.2)m (2019 Restated: £(65.7)m). Whilst the operating result improved by
£35.8m, this has been offset by one-off costs of £81.6m relating to the July 2020 transaction and increased financing costs (see
Borrowings note 22).

Pro Forma for Completed Transactions results

The Pro Forma results reflect any material acquisitions or disposals as if they had occurred on 1 January of the immediately
preceding comparative period. These transactions include the acquisition of the Nevada 2 businesses (completed 31 January
2019), which have been integrated into Ardonagh Advisory and Ardonagh Specialty, the acquisition of a business and certain
assets of Rural Insurance Group Limited (28 February 2020) by Ardonagh Specialty, the acquisition of Arachas (14 July 2020) which
is a new stand-alone segment (Ardonagh International), the acquisition of Bravo (14 July 2020) by Ardonagh Advisory, the
acquisition of Thames Underwriting Limited (12 August 2020) by Ardonagh Specialty and the acquisition of Lloyd Latchford Group
Limited (30 September 2020) by Ardonagh Retail.

Total Income decreased by £15.3m to £596.0m (2019 restated: £611.2m) after adjusting for completed acquisitions. Strong
organic growth in Ardonagh Specialty, particularly in Aviation and Marine, and Ardonagh Advisory, has been offset by a small
expected year on year decline in Swinton as a result of a premium finance transaction and the effect of Covid-19 across the
business.

Adjusted EBITDA increased by £11.7m to £192.2m (2019 restated: £180.5m) after adjusting for completed acquisitions. Organic
growth has been seen in all platforms despite the backdrop of the Covid-19 pandemic, however this has been offset by the
expected year on year decline in Retail primarily as a result of the transition to a new premium finance commercial arrangement
in 2019.

EBITDA increased by £24.3m to £146.0m (2019: £121.7m) after adjusting for completed acquisitions. This reflects the decline in
Total Income driven by the impact of Covid-19 and Retail premium financing, offset by organic income growth across the rest of
the Group, disciplined cost containment in response to Covid-19 and strong delivery of the cost reduction programmes across all
segments.

Operating result improved by £29.5m to £60.7m (2019 restated: £31.2m) after adjusting for completed acquisitions. This reflects
Total Income movements, delivery of cost savings, and reduced costs related to significant transformation initiatives.

Loss for the period improved by £23.5m to £(94.3)m (2019 restated: £(117.7)m) after adjusting for completed acquisitions. This
primarily reflects the £29.5m improvement in Pro Forma for Completed Transactions Operating Result, partially offset by a £6.9m
decrease in the tax credit in the year.

A detailed reconciliation between Reported and Pro Forma for Completed Transactions results can be found in Section 3 of this
report.



GROUP FINANCIAL CONDITION

Interim condensed consolidated statement of financial position

Extracts from the Group’s interim condensed consolidated statement of financial position as at 30 September 2020 and 31
December 2019 are presented below.

30 September 31 December

2020 2019

(unaudited) (audited)

£m £m

Intangible assets 1,651.4 1,112.2
Property, plant and equipment 28.2 26.2
Other non-current assets 115.6 94.8
Non-current assets 1,795.2 1,233.2
Cash and cash equivalents 559.8 410.9
Current assets - excluding cash and cash equivalents 242.6 192.8
Current liabilities (650.2) (578.2)
Net current (liabilities)/assets 152.2 25.5
Non-current liabilities (2,019.1) (1,171.5)
Net (liabilities)/assets (71.7) 87.2

Intangible assets increased by £539.2m during the period driven primarily by the acquisition of Arachas (£238.1m) and Bravo
(£273.0m).

The £49.8m increase in current assets during the period, excluding cash and cash equivalents, is primarily driven by the inclusion
of net assets acquired on the business combinations of Arachas (£10.4m) and Bravo (£22.1m). There is also the addition of the
Bennett’s held for sale asset (£28.7m) offset by the disposal of previously held for sale assets.

Current liabilities have increased by £72.0m during the period, primarily driven by the inclusion of those acquired on the business
combinations of Arachas (£29.5m) and Bravo (£54.6m). There have also been additional accruals made for costs in relation to the
14 July 2020 refinancing offset by a reduction in provisions.

The increase in non-current liabilities of £847.6m during the period is mainly due to the Group debt restructuring with the issuance
of the new term facilities and PIK toggle notes resulting in an increase to borrowings of £793.5m. The remainder of the increase is
largely due to the inclusion of non-current liabilities following the acquisition of Arachas (£11.8m) and Bravo (£41.3m), of which
£33.9m relates to contingent amounts payable.



LIQUIDITY & CAPITAL RESOURCES

Principal risks and uncertainties

There have been no material changes to the operational risk factors as explained in the Strategic Report of the Group’s Annual
Report for the year ended 31 December 2019.

Liquidity and capital resources

Proactive and careful management of our liquidity continues to be a key priority for the Group, utilising both medium (12 months
rolling) and short-term (13 weeks rolling) forecasts. This enhanced forecasting gives the Group much greater visibility around any
potential liquidity constraints, and management is confident that the Group will be able to meet expected cash outflows and debt
covenant requirements while maintaining a liquidity buffer to manage any variability in terms of timing and amounts. The Group
may also utilise its revolving credit facility (“RCF”).

On 14 July 2020, the Group issued new borrowings, which it used to repay its existing borrowings and to fund acquisitions (see
note 22). The existing borrowings included the existing senior secured notes and the revolving credit facility. The new borrowings
include US$500.0m payment-in-kind (“PIK”) toggle notes due 2027 (for which payment-in-kind options are expected to be utilised),
a privately placed term loan facility due 2026 of £1,575.0m comprising £1,412.8m denominated in pound sterling and €180.0m
denominated in euro, a £300.0m committed Capex, Acquisition and Re-organisation (“CAR”) facility due 2026, and a £191.5m RCF
that is not drawn at the date of this report.

During the period the Group generated positive cash inflow from operations. This was primarily offset by interest payments of
£101.4m and the acquisition of businesses net of acquired cash of £100.5m.

The GBP (£) and Euro (€) privately placed term facility due 2026 and the USD (S) payment-in kind (“PIK”) toggle notes due 2027
are reflected in these interim condensed consolidated financial statements on an amortised cost basis (see note 22). The USD
Notes have been converted to GBP at the 30 September 2020 foreign exchange rate of 1.2916 and the Euro Notes at a rate of
1.10174.

The Group periodically explores opportunities to repay, prepay, repurchase, refinance or extend its existing indebtedness prior to
the scheduled maturity of such indebtedness, and/or amend its terms with the requisite consent of lenders as part of the Group’s
continuing efforts to manage its capital structure. The Group may also incur additional indebtedness to the extent permitted by
the covenants of existing indebtedness or with the requisite consent of lenders, including in connection with the Group’s
evaluation of strategic expansion and acquisition opportunities.

Gross secured debt

30 September 31 December

2020 2019

£ million £ million

GBP Notes due 2023 (redeemed 14 July 2020) - 553.3
USD Notes due 2023 (redeemed 14 July 2020) - 572.6
Revolving credit facility (repaid and cancelled 14 July 2020) - -
GBP 1,412.8m Term facility due 2026 1,412.8 -
EUR 180.0m Term facility due 2026 163.4 -
GBP 300.0m CAR facility due 2026 - -
GBP 191.5m revolving credit facility due 2026 - -
USD 500.0m PIK toggle Notes due 2027 387.1 -
Adjustment to debt carrying value (96.5) (34.2)
Total gross secured debt 1,866.8 1,091.7




LIQUIDITY AND CAPITAL RESOURCES

Liquidity and capital resources (continued)

Cash balances and Available Liquidity

30 September 31 December

2020 2019

£ million £ million

Own funds 89.9 48.2
Own funds — restricted 23.7 23.1
Own funds — ETV 13.7 13.5
Fiduciary 432.5 326.1
Total Cash 559.8 410.9
Less fiduciary and restricted (excluding ETV) (456.2) (349.2)
Available Cash 103.6 61.7
Available RCF 191.5 120.0
Available CAR 300.0 -
Available Liquidity 595.1 181.7

As at 30 September 2020, the RCF was undrawn. Under the financing arrangements in place as at 30 September 2020, the RCF commitment was fully
available. On 22 October 2020, £50.0m was drawn on the CAR facility to fund acquisitions, which leaves £250.0m of the CAR facility still available as
at the date of this report.
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FINANCIAL STATEMENTS

INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME
FOR THE NINE MONTHS ENDED 30 SEPTEMBER 2020

Restated*
Nine months Nine months
ended ended
30 September 30 September
(unaudited) (unaudited)
2020 2019
Note £000 £000
Commission and fees 5 504,382 485,521
Other income 5 13,422 16,509
Investment income 5 770 1,908
Salaries and associated costs 5 (244,102) (240,250)
Other operating costs 5 (154,550) (172,885)
Impairment of financial assets 5 (5,910) (10,530)
Depreciation, amortisation and impairment
of non-financial assets** 5 (69,267) (72,215)
Fair value loss on derivatives 5 (1,766) (604)
Share of profit from joint venture 15 1,169 1,245
Share of profit from associate 15 333 -
Operating profit 44,481 8,699
Adjustment to gain on disposal of associate 5 - (3,250)
Gain on disposal of subsidiary or business 5 162 2,494
Finance costs 6 (185,986) (84,010)
Finance income 6 930 1,498
Loss before tax (140,413) (74,569)
Tax credit 5 7,209 8,910
Loss for the period (133,204) (65,659)
Attributable to:
Owners of the parent (138,025) (67,855)
Non-controlling interests 4,821 2,196
Loss for the period (133,204) (65,659)

* Prior year comparatives have been restated to include previously unrecognised deferred tax assets — see note 9.

**£0.8m presented as ‘derecognition of assets following a sale of business’ in the nine months ended 30 September 2019 has been
reclassified to Depreciation, amortisation and impairment of non-financial assets.

The notes on pages 22 to 58 form an integral part of these interim condensed consolidated financial statements.
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FINANCIAL STATEMENTS

INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME
FOR THE NINE MONTHS ENDED 30 SEPTEMBER 2020

Restated*
Nine months Nine months
ended ended
30 September 30 September
(unaudited) (unaudited)
2020 2019
Note £000 £000
Loss for the period (133,204) (65,659)
Other comprehensive income
Items that may be reclassified subsequently to profit or loss:
Exchange differences on translating foreign operations 494 289
Change in costs of hedging reserve 20 (5,077) (2,916)
Change in cash flow hedging reserve 20 (5,125) 4,512
Income tax relating to these items 1,900 (1,110)
Investment costs measured at FVOCI (3,674) -
Other comprehensive (expense)/income for the period (11,482) 775
Total comprehensive loss for the period (144,686) (64,884)
Attributable to:
Owners of the parent (149,507) (67,080)
Non-controlling interests 4,821 2,196
Total comprehensive loss for the period (144,686) (64,884)

* Prior year comparatives have been restated to include previously unrecognised deferred tax assets — see note 9.

The notes on pages 22 to 58 form an integral part of these interim condensed consolidated financial statements.
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FINANCIAL STATEMENTS

INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

AND OTHER COMPREHENSIVE INCOME

FOR THE THREE MONTHS ENDED 30 SEPTEMBER 2020

Restated*
Three months Three months
ended ended
30 September 30 September
(unaudited) (unaudited)
2020 2019
Note £000 £000
Commission and fees 5 189,234 162,207
Other income 5 4,928 4,573
Investment income 5 40 695
Salaries and associated costs 5 (94,190) (80,191)
Other operating costs 5 (64,765) (56,730)
Impairment of financial assets 5 (1,657) (5,219)
Depreciation, amortisation and impairment
of non-financial assets 5 (25,118) (25,545)
Fair value loss on derivatives 5 (2,047) -
Share of profit from joint venture 5 382 409
Share of profit from associate 5 71 -
Operating profit 6,878 199
Finance costs 6 (52,723) (26,855)
Finance income 6 467 543
Loss before tax (45,378) (26,113)
Tax credit 5 6,250 2,250
Loss for the period (39,128) (23,863)
Attributable to:
Owners of the parent (41,364) (23,396)
Non-controlling interests 2,236 (467)
Loss for the period (39,128) (23,863)

* Prior year comparatives have been restated to include previously unrecognised deferred tax assets — see note 9.

The notes on pages 22 to 58 form an integral part of these interim condensed consolidated financial statements.
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FINANCIAL STATEMENTS

INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME
FOR THE THREE MONTHS ENDED 30 SEPTEMBER 2020

Restated*
Three months Three months
ended ended
30 September 30 September
(unaudited) (unaudited)
2020 2019
Note £000 £000
Loss for the period (39,128) (23,863)
Other comprehensive income
Items that may be reclassified subsequently to profit or loss:
Exchange differences on translating foreign operations 81 115
Change in costs of hedging reserve (4,259) (384)
Change in cash flow hedging reserve 5,500 (1,840)
Income tax relating to these items (235) (249)
Investment costs measured at FVTOCI (3,674) -
Other comprehensive expense for the period (2,587) (2,358)
Total comprehensive loss for the period (41,715) (26,221)
Attributable to:
Owners of the parent (43,951) (25,754)
Non-controlling interests 2,236 (467)
Total comprehensive loss for the period (41,715) (26,221)

* Prior year comparatives have been restated to include previously unrecognised deferred tax assets — see note 9.

The notes on pages 22 to 58 form an integral part of these interim condensed consolidated financial statements.
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FINANCIAL STATEMENTS

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 30 SEPTEMBER 2020
30 September 31 December
2020 2019
(unaudited) (audited)
Note £000 £000
Non-current assets
Intangible assets 10 1,651,446 1,112,194
Property, plant and equipment 13 28,213 26,168
Right-of-use assets 14 39,981 36,209
Investment in associates and joint ventures 15 8,465 7,420
Financial assets at fair value through
other comprehensive income 19 290 271
Trade and other receivables 17 33,624 15,756
Contract assets 1,473 1,708
Other assets 10,987 9,037
Deferred tax asset 20,489 22,687
Derivatives 19 214 1,709
1,795,182 1,233,159
Current assets
Cash and cash equivalents 16 559,848 410,903
Trade and other receivables 17 179,226 155,573
Derivatives 19 604 4,532
Contract assets 9,628 9,801
Other assets 23,058 19,098
Financial assets at fair value through profit or loss 19 14 36
Current tax asset 1,184 -
Assets held for sale 8 28,866 3,735
802,428 603,678
Current liabilities
Trade and other payables 21 (550,404) (428,287)
Borrowings 22 (21,230) (44,149)
Lease liabilities 14 (12,877) (10,084)
Premium financing liabilities - (4,341)
Derivatives 19 (2,225) (1,970)
Contract liabilities (23,349) (26,829)
Provisions 23 (39,728) (60,651)
Current tax liability (422) (130)
Liabilities held for sale 8 - (1,754)
(650,235) (578,195)
Net current assets 152,193 25,483
Non-current liabilities
Trade and other payables 21 (49,681) (11,156)
Borrowings 22 (1,885,143) (1,091,689)
Lease liabilities 14 (35,516) (33,021)
Derivatives 19 (24,768) (19,730)
Contract liabilities (1,422) (1,471)
Provisions 23 (14,884) (14,457)
Deferred tax liabilities 8 (7,697) -
(2,019,111) (1,171,524)
Net (liabilities)/assets (71,736) 87,118
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FINANCIAL STATEMENTS

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT 30 SEPTEMBER 2020

30 September 31 December
2020 2019
(unaudited) (audited)
Note £000 £000

Capital and reserves attributable

to the Group’s shareholders

Share capital 24 8,567 7,331
Share premium 24 1,072,496 740,886
Retained losses (1,004,290) (656,383)
Hedging reserves 20 (6,496) 1,806
Treasury share reserve (134,272) (11,015)
Foreign currency translation reserve 798 304
Shareholders' equity (63,197) 82,929
Non-controlling interest (8,539) 4,189
Total equity (71,736) 87,118

The Group subsumed its non-controlling interest reserve, which was previously presented separately, within retained losses. The
amount subsumed was £7.4m at 31 December 2019.

The notes on pages 22 to 58 form an integral part of these interim condensed consolidated financial statements.

This set of interim condensed consolidated financial statements was approved by the Board of Directors on 18 November 2020 and
was signed on its behalf by:

D Cougill
Director
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FINANCIAL STATEMENTS

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE NINE MONTHS ENDED 30 SEPTEMBER 2020

Treasury
Share Share *Retained Hedging share
capital premium Losses reserves reserve
£000 £000 £000 £000 £000
At 1 January 2020 7,331 740,886 (656,383) 1,806 (11,015)
(Loss)/profit for the period - - (138,025) - -
Other comprehensive income/(expense) - - (3,674) (8,302) -
7,331 740,886 (798,082) (6,496) (11,015)
Share based payment scheme - - 923 - (217,009)
Purchase of own shares - - - - (5,257)
Issue of share capital 1,521 318,299 - - -
Cancellation of treasury shares (394) - (98,615) - 99,009
Distribution to non-controlling interest - - - - -
Transactions with non-controlling interest 109 13,311 (108,516) - -
Disposal of subsidiary - - - - -
Capital not yet issued - - - - -
Cancellation of capital not yet issued - - - - -
At 30 September 2020 (unaudited) 8,567 1,072,496 (1,004,290) (6,496) (134,272)
Foreign Total

Other currency share- Non-
capital  translation holders' controlling Total
reserve reserve equity interest equity
£000 £000 £000 £000 £000
At 1 January 2020 - 304 82,929 4,189 87,118
(Loss)/profit for the period - - (138,025) 4,821 (133,204)
Other comprehensive income/(expense) - 494 (11,482) - (11,482)
- 798 (66,578) 9,010 (57,568)
Share based payment scheme - - (216,086) - (216,086)
Purchase of own shares - - (5,257) - (5,257)
Issue of share capital - - 319,820 - 319,820
Cancellation of treasury shares - - - - -
Distribution to non-controlling interest - - - (120) (120)
Transactions with non-controlling interest - - (95,096) (18,579) (113,675)
Disposal of subsidiary - - - 1,150 1,150
Capital not yet issued 15,000 - 15,000 - 15,000
Cancellation of capital not yet issued (15,000) - (15,000) - (15,000)
At 30 September 2020 (unaudited) - 798 (63,197) (8,539) (71,736)

*The Group subsumed its non-controlling interest reserve, which was previously presented separately, within retained losses.
The amount subsumed was £7.4m at 31 December 2019.

The notes on pages 22 to 58 form an integral part of these interim condensed consolidated financial statements.
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FINANCIAL STATEMENTS

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE NINE MONTHS ENDED 30 SEPTEMBER 2019

Convertible *Restated

Share equity Share Retained Hedging

capital certificates premium losses reserves

£000 £000 £000 £000 £000

Restated at 1 January 2019 6,826 - 674,391 (573,990) (5,946)

Transition to IFRS 16** - - - 59 -

Adjusted at 1 January 2019 6,826 - 674,391 (573,931) (5,946)

(Loss)/profit for the period - - - (67,855) -

Other comprehensive income - - - - 486

6,826 - 674,391 (641,786) (5,460)

Issue of convertible equity certificates - 67,000 - - -
Convertible equity certificates converted to

shares 505 (67,000) 66,495 - -

Transactions with non-controlling interest - - - (4,774) -

At 30 September 2019 (unaudited) 7,331 - 740,886 (646,560) (5,460)

Reclassified Foreign
Treasury currency Total Non-

share translation shareholders' controlling Total

reserve reserve equity interest equity

£000 £000 £000 £000 £000

Restated at 1 January 2019 (102) (14) 101,165 392 101,557

Transition to IFRS 16** - - 59 42 101

Adjusted at 1 January 2019 (102) (14) 101,224 434 101,658

(Loss)/profit for the period - - (67,855) 2,196 (65,659)

Other comprehensive income - 289 775 - 775

(102) 275 34,144 2,630 36,774

Issue of convertible equity certificates - - 67,000 - 67,000
Convertible equity certificates converted to

shares - - - - -

Transactions with non-controlling interest - - (4,774) (136) (4,910)

At 30 September 2019 (unaudited) (102) 275 96,370 2,494 98,864

* The Group subsumed its share-based payment reserve, which was previously presented separately, within retained losses. The
amount subsumed was £0.2m at 31 December 2018. The Group also reclassified amounts that relate to the purchase of own shares
from retained losses to a treasury share reserve. The amount of the reclassification is £0.1m at 31 December 2018. The Group also
subsumed its non-controlling interest reserve, which was previously presented separately, within retained losses. The amount

subsumed was £2.5m at 1 January 2019. For the taxation restatement see note 9.

** The amounts presented above as IFRS 16 adjustments to the opening balance of equity are those reported in the Group’s 31
December 2019 financial statements. The amounts included in the 30 September 2019 interim financial statements were

subsequently revised from the initial adjustment.

The notes on pages 22 to 58 form an integral part of these interim condensed consolidated financial statements.
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FINANCIAL STATEMENTS

INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE NINE MONTHS ENDED 30 SEPTEMBER 2020

Nine months

Nine months

ended ended
30 September 30 September
(unaudited) (unaudited)
2020 2019
Note £000 £000

Cash flows from operating activities
Net cash inflow from operations 18 111,134 36,368
Interest paid - (2)
Finance income and Investment income received 1,700 3,406
Income from associate and joint venture 15 1,484 807
Tax (paid)/received (1,904) 1,191
Settlement of forward contracts (914) (3,116)
Net cash inflow from operating activities 111,500 38,654

Cash flows from investing activities
Acquisition of businesses net of cash acquired 11 (100,533) 8,827
Purchase of property, plant and equipment (4,945) (1,769)
Proceeds on disposal of property, plant and equipment 1,207 -
Purchase of intangible fixed assets (11,623) (6,715)
Purchase of shares in associate - (1,483)
Purchase of financial asset (3,701) -
Disposal of businesses net of cash disposed (31) 28,985
Contingent consideration paid (5,295) (136)
Lease incentives received - 2,026
Repayment of lease receivable 211 518
Issue of loan (32,411) -
Net cash (outflow)/inflow from investing activities (157,121) 30,253

Cash flows from financing activities
Interest paid on borrowings* (101,429) (93,708)
Repayments of premium financing (4,341) (54,870)
Debt transaction costs (33,410) (6,412)
RCF drawdown 70,000 -
Interest paid on lease liabilities (4,252) (4,838)
Repayment of lease liabilities (5,105) (7,475)
Transactions with non-controlling interests (5,570) (3,250)
Early termination of cross currency swaps 22,611 -
Purchase of own shares (1,541) -
Proceeds from issue of shares 14,580 -
Proceeds from borrowings 1,922,740 -
Repayment of borrowings (1,684,119) -
Net cash inflow/(outflow) from financing activities 190,164 (170,553)
Net increase / (decrease) in cash and cash equivalents 144,543 (101,646)
Cash and cash equivalents at the beginning of the year 16 410,903 504,956
Cash disclosed as held for sale at the beginning of the period 799 -
Effect of movements in exchange rates on cash held 3,603 4,362
Cash and cash equivalents at the end of the period 16 559,848 407,672

Cash and cash equivalents include restricted cash (see note 16).

* Included within interest paid is an offsetting amount of £1.5m (30 September 2019: £0.6m) cash received on settlement of cross-
currency swaps that were designated in a hedging relationship (see note 20).

The notes on pages 22 to 58 form an integral part of these interim condensed consolidated financial statements.
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FINANCIAL STATEMENTS
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1 General information

The Ardonagh Group Limited (the Company) is a private company limited by shares with registered number 117710. It is
incorporated and registered in Jersey. The address of its registered office is 44 Esplanade, St Helier, Jersey, JE4 9WG.

These interim condensed consolidated financial statements comprise the Company and its subsidiaries (the Group) and have been
prepared in connection with the shareholders’ deed, the USD 500.0m PIK toggle notes due 2027 indenture and the privately placed
term loan facilities agreement due 2026 (incorporating the term, CAR and RCF facilities).

The financial information contained in these interim results does not constitute statutory accounts of the Company within the
meaning of the Companies (Jersey) Law 1991. Statutory accounts for the year ended 31 December 2019 were approved by the
Board of Directors on 22 April 2020. The report of the auditors on those accounts was unqualified and did not contain an emphasis
of matter paragraph.
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FINANCIAL STATEMENTS
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2 Basis of preparation

The interim condensed consolidated financial statements of the Group have been prepared in accordance with IAS 34 Interim
Financial Reporting, as adopted by the European Union. They do not include all the information required for a complete set of IFRS
financial statements. However, selected explanatory notes are included to explain events and transactions that are significant to
an understanding of the Group’s financial position and performance.

The interim condensed consolidated financial statements should be read in conjunction with the Group’s Annual Consolidated
Financial Statements for the year ended 31 December 2019, which have been prepared in accordance with IFRS as adopted by the
European Union

The interim condensed consolidated financial statements are presented in GBP sterling (£).
Amounts shown are rounded to the nearest thousand, unless stated otherwise.

The interim condensed consolidated financial statements have been prepared under the historical cost convention, as modified to
use a different measurement basis where necessary to comply with IFRS.

The Directors have considered the guidance of the UK Financial Reporting Council and events relating to the spread of coronavirus
(COVID-19) in preparing these interim condensed consolidated financial statements.

Going concern

The interim condensed consolidated financial statements of the Group set out on pages 12 to 20 have been prepared on a going
concern basis. At 30 September 2020, the Group had net liabilities of £71.7m (31 December 2019: net assets of £87.1m) and net
current assets of £152.2m (31 December 2019: £25.5m). The Group reported an operating profit of £44.5m for the nine months
ended 30 September 2020 (30 September 2019: £8.7m), net cash inflows from operating activities of £111.5m (30 September
2019: £38.7m) and cash inflows of £190.2m (30 September 2019: outflow £(170.6)m). Operating cash conversion of 84% was
reported at 30 September 2020 (30 September 2019: 77%).

The Directors consider the going concern basis to be appropriate following their assessment of the Group’s financial position and
its ability to meet its obligations as and when they fall due. In making the going concern assessment the Directors have taken into
account the following:

o Thechange inthe Group’s capital structure, operations and liquidity following the 14 July 2020 issuance of new borrowings,
which the Group used to repay its existing borrowings and to fund acquisitions (see Business Review: Liquidity and Capital
Resources on page 7). These are reflected in the adjusted base case and stressed cash flow forecasts over the calendar
years 2020 and 2021.

e Adjustments included for the forecast cashflows from the material acquisitions completed at the date of this report.

e The principal risks facing the Group, including the potential financial and operational impacts of Covid-19, and its systems
of risk management and internal control.

e Actual trading in the ten months ended October 2020.

Key assumptions that the Directors have made in preparing the base case cash flow forecasts are that:

e Following the 14 July 2020 issuance of new borrowings, which the Group used to repay its existing borrowings and to fund
acquisitions: (a) the Group will continue to benefit from a £191.5m Revolving Credit Facility that is not drawn at the date
of this report, and (b) payment-in-kind interest options are utilised.

e Following the commencement of the main settlement of the ETV liabilities during the third quarter of 2019, the Group
completes the majority of the settlement by the end of 2020.

e C(Client retention and renewal rates are expected to be robust, despite the current economic uncertainty.

Key stress scenarios that the Directors have considered include cumulative stresses to the base plan as a result of:
e Asustained 21% shortfall in base case projected income in the second half of 2020 and 15% in 2021.
e A 10% deterioration in base case cash conversion rates over and above the fall in income.
e A 5% deterioration in the quantum of the updated estimate of the total ETV redress settlement costs (see note 23).
e Mitigating actions within management control including delayed capital expenditure, a reduction in discretionary spend
and some reduction in employee headcount and remuneration.

Actual trading in the ten months ended October 2020 is significantly ahead of the stresses to the base plan noted above.
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FINANCIAL STATEMENTS
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

2 Basis of preparation (continued)

Our stress testing further indicates that revenue would need to decline by approximately 35% compared to base case in each of
the next 4 quarters, offset by slightly higher discretionary cost cuts and headcount reductions (but still assuming that the cost base
does not reduce at the same speed as income) to reach our liquidity limits. The Directors consider these stress conditions to be a
remote scenario.

Other mitigations which may be possible but have not been included in the above analysis include seeking shareholder support
and further incremental and more prolonged cost reductions.

The Directors have also considered the wider operational consequences and ramifications of the Covid-19 pandemic.

e Business Continuity Plans are in place across each of the Group’s operating segments, with measures to manage employee
absences, access to the wider network of offices, the efficiency and stability of the Group’s infrastructure and the ability
for home working for a significant portion of our employee base. Leadership teams and working groups led by senior
managers are in place to support operational resilience and taking common-sense precautions with a view to ensuring the
wellbeing of colleagues. We continue to review this approach in line with latest developments and government guidance.

e Insurance broking is a resilient and defensive market, which has historically had limited impact from past economic or
capital market downturns. Ardonagh is highly diversified and not materially exposed to a single carrier, customer or market
sector.

e Although Covid-19 developments remain fluid, the stress testing demonstrates the Group’s financial resilience and
operating flexibility.

Following the assessment of the Group’s financial position and its ability to meet its obligations as and when they fall due, including
the potential financial implications of the Covid-19 pandemic included in stress tests, and the wider operational consequences and
ramifications of the pandemic, the Directors are not aware of any material uncertainties that cast significant doubt on the Group’s
ability to continue as a going concern.
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FINANCIAL STATEMENTS
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

3 Accounting policies
The accounting policies adopted are consistent with those of the previous financial year.

The Group adopted the ‘Amendments to IFRS 9, and IFRS 7 Interest Rate Benchmark Reform’ issued in September 2019. The
amendments provide temporary relief from some of the conditions for applying hedge accounting requirements to hedging
relationships directly affected by IBOR reform.

The reliefs have the effect that IBOR reform should not generally cause hedge accounting to terminate. However, any hedge
ineffectiveness is to be recorded in the income statement. The amendments set out triggers for when the reliefs will end, which
include the uncertainty arising from interest rate benchmark reform no longer being present.

Some amendments to accounting standards have become effective in the year beginning 1 January 2020, but their impact on the
Group’s interim condensed consolidated financial statements is not material.
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FINANCIAL STATEMENTS
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

4 Critical accounting estimates and judgements and key sources of estimation uncertainty

Estimates and judgements used in preparing the interim condensed consolidated financial statements are continually evaluated
and are based on historical experience and other factors, including expectations of future events that are believed to be
reasonable. The resulting accounting estimates will, by definition, seldom equal the related actual results.

The estimates and assumptions that have a significant effect on the carrying amounts of assets and liabilities are discussed below.

Critical judgements in applying accounting policies

The judgements that have been made in applying accounting policies are not considered to be critical.

Key sources of estimation uncertainty

Leases — determination of the discount rate

Under IFRS 16 the Group is required to measure the lease liabilities at the present value of lease payments to be made over the
lease term. In substantially all leases the Group uses the incremental borrowing rate at the lease commencement date because
the rate implicit in the lease is not readily determinable. The determination of the incremental borrowing rate has a material
impact on the amounts initially recognised as a lease liability and a corresponding right-of-use asset. It also impacts the amounts
that are subsequently recognised as amortisation and interest expense in the statement of profit or loss.

The discount rate is the interest rate that the Group would have to pay to borrow the funds necessary to obtain an asset of similar
value to a right-of-use asset, and it is applied to new leases and certain modifications to existing leases.

For the first half of 2020, the Group used an average discount rate of 11.7%. From 14 July 2020, following changes to the Group’s
borrowing arrangements, the Group used an average discount rate of 9.5%, which was determined by reference to the interest
rate on the CAR facility (see note 22).

Deferred tax assets

Significant estimation is required in determining the asset recognised in respect of deferred tax. A deferred tax asset is recognised
for temporary timing differences, but management’s best estimate is used to determine the extent to which it is probable that
taxable profits will be available in the future against which the temporary differences can be utilised and to determine the amount
of this taxable profit. Deferred tax assets are measured at the tax rates and laws that have been enacted or substantively enacted
by the end of the reporting period.

The deferred tax asset as at 30 September 2020 is £20.5m (31 December 2019: £22.7m).
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FINANCIAL STATEMENTS

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
4 Critical accounting judgements and key sources of estimation uncertainty (continued)

Revenue recognition — variable consideration
The Group is a party to trading deals, such as profit sharing and loss corridor arrangements. These arrangements adjust the
consideration that the Group is entitled to for satisfying its performance obligations, and the amount and timing of revenue subject
to these arrangements is inherently uncertain.

The Group applies judgement in estimating the related variable consideration, which is measured on a best estimate basis using
either the ‘expected value’ method or the ‘most likely amount’ method, and which is recognised to the extent that a significant
reversal will not occur (a constraint).

In making the estimate, the Group uses historical, current and forecast information that is reasonably available to it. A higher
constraint (in some cases, full constraint) is applied when the results underlying these arrangements are highly susceptible to
factors outside the Group’s influence or when the Group’s experience has limited predictive value.

Estimates of the variable consideration are assessed at the end of each reporting period to determine whether they need to be
revised. The underwriting results are reviewed by the Group and the insurer on a regular basis, and information provided by the
insurer is used to refine the estimated amount of consideration. As the underwriting results become more certain, the constraint
is relaxed.

As at 30 September 2020, a loss corridor liability of £3.9m is included within trade and other payables and a variable profit
commission of £5.3m is included within contract assets.

Fair value gains and losses on financial assets at FVTPL are recognised on a business combination in relation to the Group’s right
to variable consideration on rolling contracts with customers for which the performance obligation was satisfied prior to the
acquisition. The fair value of the Swinton rolling contract (a closed book of business) is a level 3 valuation, in accordance with IFRS
13 ‘Fair Value Measurement’, the key assumptions of which are (a) the product lifetime restrictions of 12, 24 and 36 months for
the Home Emergency Cover, Swinton Breakdown Insurance, and Personal Accident products, (b) the discount rate, which is based
on the Ardonagh weighted average cost of capital of 14.3%, and (c) the lapse rate curves, which are estimated based on historical
experience. A one-year increase in the product lifetime restrictions across all six products would give rise to a £7.2m increase in
otherincome in 2020. A 1% increase in the discount rate would give rise to a £0.4m decrease in other income in 2020. The financial
asset corresponding to the Swinton rolling contract is £28.4m as at 30 September 2020 (31 December 2019: £32.4m).

Enhanced Transfer Values (“ETV”) provision
Certain subsidiaries within the Group have obligations to make redress payments in respect of historical pension transfer advice.
The programme of redress commenced during the third quarter of 2019.

The value of the provision is sensitive to various assumptions and in particular those made for the percentage of the overall
population of cases judged as requiring redress and average redress costs. Although the redress programme is progressing well
there remains uncertainty regarding the ultimate cost, which may differ from management’s present estimate.

The provision will be informed and updated during the course of the redress programme based upon the experience of actual
redress payments. See note 23 for further information.
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FINANCIAL STATEMENTS

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
4 Critical accounting judgements and key sources of estimation uncertainty (continued)

Impairment of assets

The Group tests annually whether goodwill and other assets that have indefinite useful lives have suffered any impairment. Other
assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of the asset
may exceed its recoverable amount. The last annual impairment test was performed as at 30 September 2019 and another
impairment test was performed as at 31 March 2020 (see note 10).

An impairment test of an asset or cash-generating unit (or group of cash-generating units) is performed by comparing its carrying
amount with its recoverable amount. The recoverable amount is the higher of its fair value less costs of disposal and its value in
use, where its value in use is the present value of its future cash flows. An impairment test requires the application of significant
judgement because it relies on key assumptions, including forecast cash flows, a discount rate, a terminal growth rate and an
Adjusted EBITDA multiple.

Goodwill arising from a new business combination is, for the purposes of impairment testing, allocated to those cash-generating
units that are expected to benefit from the goodwill that was acquired. Impairment testing is performed at the level of the smallest
groups of cash-generating units at which goodwill is monitored, known as the “divisions”.

Forecast cash flows used in the value in use calculation were determined by considering historic business performance, by
overlaying it with assumptions to reflect areas where growth or income improvement was expected, and by taking into account
the expected results of cost management programmes to which the Group was committed. These forecasts were extrapolated to
subsequent years using a steady growth rate being the CPI inflation rate of 1.2% (2019: 1.9%), and a terminal value was calculated
using the perpetual growth model. The discount rate of 11.3% (2019: 9.3%) that was applied to the forecasts was a market
participant weighted average cost of capital calculated by reference to the Capital Asset Pricing Model.

The fair value of the Group was calculated based on multiples of forecast 2020 Adjusted EBITDA and on information provided by
external advisors, where that information is based on recent transactions in the insurance broking industry. The fair value of a
division was estimated by apportioning the fair value of the Group between the divisions based on the value in use of each division.
The estimated costs of disposal are assumed, based on market experience, to be 1.5% of the fair value of the division.
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FINANCIAL STATEMENTS

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

5 Segmental analysis
Descriptions of the Group’s operating segments can be found in Section 1 — Structure.

Under IFRS 8 “Operating Segments”, the Group determines its operating segments based on the information that is provided to
the Group Executive Committee, which is the Group’s chief operating decision maker. During the period, the Group revised the
presentation of its operating segments and restated the comparative segment information to reflect the new structure of the
Group and the creation of the Ardonagh International operating segment as a result of the acquisition of the Arachas business, as
shown in the table below:

Operating segment Division (previously reported operating segment)
Ardonagh Advisory Insurance Broking
Ardonagh Retail Retail

Paymentshield

Schemes & Programmes

Ardonagh Specialty Specialty & International
MGA
Ardonagh International Not applicable

Segments are reviewed and revised as necessary following structural changes within the Group or acquisitions of new companies.

The Group Executive Committee assesses the performance of the operating segments based on an Adjusted EBITDA measure. The
presentation of the segment information reflects that. The Group Executive Committee assesses the financial position of the Group
on a consolidated Group basis and therefore does not regularly receive measures of total assets or total liabilities on an operating
segment basis. Accordingly, no financial position measures are reported within the Group’s segmental analysis.

The results include items directly attributable to an operating segment as well as those that can be allocated on a reasonable basis.

Of the Total Income disclosed in the consolidated income statement, £86.5m is attributable to sales made to clients outside the
UK.

Commissions and fees represent the Group’s revenue from contracts with customers which is recognised in accordance with IFRS
15. The Group’s operating segments reflect its disaggregation of revenue.
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5 Segmental analysis (continued)
Ardonagh  Ardonagh  Ardonagh Ardonagh

Retail Advisory Specialty International Corporate Total
Nine months ended 30 September 2020 £000 £000 £000 £000 £000 £000
Commission and fees 188,939 189,802 114,997 9,644 1,000 504,382
Other income 13,289 9 119 - 5 13,422
Investment income 13 2 457 - 298 770
Salaries and associated costs (64,602) (91,231) (69,925) (4,100) (14,244) (244,102)
Other operating costs (63,019) (39,822) (32,492) (1,611) (17,606) (154,550)
Impairment of financial assets (6,334) (294) 718 - - (5,910)

Depreciation, amortisation and
impairment of non-financial assets (27,543) (21,169) (15,112) (1,971) (3,472) (69,267)
Fair value loss on derivatives - - - - (1,766) (1,766)
Share of profit from joint venture 1,169 - - - - 1,169
Share of profit from associate - - 333 - - 333
Operating profit/(loss) 41,912 37,297 (905) 1,962 (35,785) 44,481
Gain on disposal of subsidiary or business - - 162 - - 162
Finance costs (1,643) (1,726) (1,026) (86)  (181,505) (185,986)
Finance income 56 456 242 - 176 930
Profit/(loss) before tax 40,325 36,027 (1,527) 1,876  (217,114) (140,413)
Tax (charge)/credit (2,070) (1,851) 79 (96) 11,147 7,209
Profit/(loss) for the period 38,255 34,176 (1,448) 1,780 (205,967) (133,204)
Finance costs 185,986
Tax credit (7,209)
Depreciation 14,186
Amortisation and impairment of non-financial assets 55,081
Fair value gain on derivatives 1,766
Loss from disposal of non-financial assets 5,069
Foreign exchange movements 218
Transformational hires 3,619
Business transformation costs 16,669
Legacy costs 1,407
Other costs 6,569
Regulatory costs 8,238
Acquisition and financing costs 6,948
Gain on disposal of subsidiary or business (162)
Adjusted EBITDA 75,000 66,478 29,938 4,425 (10,660) 165,181
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5 Segmental analysis (continued)
Ardonagh  Ardonagh  Ardonagh Ardonagh
Retail Advisory Specialty International  Corporate Total
Three months ended 30 September
2020 £000 £000 £000 £000 £000 £000
Commission and fees 67,635 73,503 38,364 9,644 88 189,234
Other income 4,905 7 11 - 5 4,928
Investment income - - 37 - 3 40
Salaries and associated costs (21,375) (39,431) (23,678) (4,100) (5,606) (94,190)
Other operating costs (22,601) (15,222) (16,096) (1,611) (9,235) (64,765)
Impairment of financial assets (1,746) (108) 197 - - (1,657)
Depreciation, amortisation and
impairment of non-financial assets (8,344) (8,702) (5,116) (1,971) (985) (25,118)
Fair value loss on derivatives - - - - (2,047) (2,047)
Share of profit from joint venture 382 - - - - 382
Share of profit from associate - - 71 - - 71
Operating profit/(loss) 18,856 10,047 (6,210) 1,962 (17,777) 6,878
Gain on disposal of subsidiary or business - - - - - -
Finance costs (433) (684) (327) (86) (51,193) (52,723)
Finance income - 449 4 - 14 467
Profit/(loss) before tax 18,423 9,812 (6,533) 1,876 (68,956)  (45,378)
Tax (charge)/credit (1,849) (1,586) 130 (96) 9,651 6,250
Profit/(loss) for the period 16,574 8,226 (6,403) 1,780 (59,305) (39,128)
Finance costs 52,723
Tax credit (6,250)
Depreciation 5,128
Amortisation and impairment of non-financial assets 19,990
Fair value gain on derivatives 2,047
Loss from disposal of non-financial assets 5,443
Foreign exchange movements 1,012
Transformational hires 1,833
Business transformation costs 7,572
Legacy costs 571
Other costs 3,263
Regulatory costs 7,823
Acquisition and financing costs 3,224
Adjusted EBITDA 29,984 24,108 10,342 4,425 (3,608) 65,251
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5 Segmental analysis (continued)
Ardonagh Ardonagh Ardonagh

Nine months ended 30 September 2019 Retail Advisory Specialty Corporate Total
Restated £000 £000 £000 £000 £000
Commission and fees 211,214 167,626 104,863 1,818 485,521
Other income 13,944 9 320 2,236 16,509
Investment income 23 8 1,301 576 1,908
Salaries and associated costs (75,717) (81,497) (66,073) (16,963)  (240,250)
Other operating costs (81,986) (43,141) (23,598) (24,160)  (172,885)
Impairment of financial assets (7,478) (528) (2,524) - (10,530)
Depreciation, amortisation and

impairment of non-financial assets (35,801) (17,429) (15,213) (3,772) (72,215)
Fair value loss on derivatives - - - (604) (604)
Share of profit from joint venture 1,245 - - - 1,245
Operating profit/(loss) 25,444 25,048 (924) (40,869) 8,699
Adjustment to gain on disposal of associate - - - (3,250) (3,250)
Gain on disposal of business - - 2,494 - 2,494
Finance costs (4,887) (1,500) (1,285) (76,338) (84,010)
Finance income 206 33 636 623 1,498
Profit/(loss) before tax 20,763 23,581 921 (119,834) (74,569)
Tax (charge)/credit (3,189) (2,572) (1,439) 16,110 8,910
Profit/(loss) for the period 17,574 21,009 (518) (103,724) (65,659)
Finance costs 84,010
Tax credit (8,910)
Depreciation 15,179
Amortisation and impairment of non-financial assets 57,036
Fair value loss on derivatives 604
Loss from disposal of non-financial assets 4,575
Foreign exchange movements 1,366
Transformational hires 3,966
Business transformation costs 32,093
Legacy costs 6,006
Regulatory costs 9,342
Acquisition and financing costs 4,078
Adjustment to gain on disposal of associate 3,250
Gain on disposal of business (2,494)
Adjusted EBITDA 76,052 56,475 22,147 (10,232) 144,442

The 2019 segment information was restated to reflect the revised operating segments (see above) and to reflect the deferred tax
adjustment that is described in note 9.
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5 Segmental analysis (continued)
Ardonagh Ardonagh Ardonagh

Three months ended 30 September 2019 Retail Advisory Specialty Corporate Total
Restated £000 £000 £000 £000 £000
Commission and fees 72,584 54,310 35,048 265 162,207
Other income 4,825 1 (407) 154 4,573
Investment income 7 3 441 244 695
Salaries and associated costs (23,550) (28,666) (22,428) (5,547) (80,191)
Other operating costs (23,574) (13,748) (3,652) (15,756) (56,730)
Impairment of financial assets (3,122) (280) (1,817) - (5,219)
Depreciation, amortisation and

impairment of non-financial assets (14,837) (4,232) (5,106) (1,370) (25,545)
Fair value loss on derivatives - - - - -
Share of profit from joint venture 409 - - - 409
Operating profit/(loss) 12,742 7,388 2,079 (22,010) 199
Finance costs (549) (494) (417) (25,395) (26,855)
Finance income 105 (3) 333 108 543
Profit/(loss) before tax 12,298 6,891 1,995 (47,297) (26,113)
Tax (charge)/credit (1,300) (203) (591) 4,344 2,250
Profit/(loss) for the period 10,998 6,688 1,404 (42,953) (23,863)
Finance costs 26,855
Tax credit (2,250)
Depreciation 5,241
Amortisation and impairment of non-financial assets 20,304
Loss from disposal of non-financial assets 753
Foreign exchange movements 15
Transformational hires 1,728
Business transformation costs 8,551
Legacy costs (3,202)
Regulatory costs 9,011
Acquisition and financing costs 3,005
Adjusted EBITDA 28,709 15,510 7,225 (5,296) 46,148

The 2019 segment information was restated to reflect the revised operating segments (see above) and to reflect the deferred tax

adjustment that is described in note 9.
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6 Finance income and finance costs
Nine months Nine months
ended ended
30 September 30 September
2020 2019
(unaudited) (unaudited)
£000 £000
Financial assets measured at amortised cost
Interest income — own funds 416 1,359
Interest income — discount unwind 68 -
Interest income — other 446 139
Financial liabilities measured at amortised cost
Unwinding of transaction costs and discount on financial liabilities (8,415) (7,089)
Interest expense — bank and other borrowings (112,644) (72,861)
Interest expense — commitment and other fees (1,286) (1,099)
Interest expense — shareholders’ loans - (109)
Interest expense — other loans (546) -
Interest on premium financing liabilities (223) (2,034)
Remeasurement of borrowings due to early repayment (82,206) -
Other finance income/(costs)
Amounts reclassified from the cash flow hedging reserve
for derivatives 19,553 4,007
Amortisation of costs of hedging (362) (108)
Early termination of hedges 4,281 -
Effective interest on lease liabilities (4,252) (4,830)
Unwinding of discount on provisions (147) (48)
Hedge ineffectiveness 261 92
Foreign exchange unrealised losses - 69
Net finance costs (185,056) (82,512)
Analysed as:
Finance income 930 1,498
Finance costs (185,986) (84,010)
Net finance costs (185,056) (82,512)

During the period, the coupon interest expense on the Group’s debt totalled £89.9m (30 September 2019: £69.1m). A further
£38.7m (30 September 2019: £7.1m) of interest expense was recognised during the period relating to the unwind of the discount
on these instruments as part of accounting for them at amortised cost using the effective interest rate, of which £32.7m was
charged due to the early redemption of the senior secured notes.

During the second quarter of 2020, the Group remeasured the carrying amount of its existing borrowings due to the expected early
redemption of the existing borrowings and issuance of new borrowings (see note 22). As a result, the Group recognised a loss of
£81.6m due to accelerated unwind of transaction costs and discount on the borrowings, as well as recognising early redemption
fees payable by the Group.
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6 Finance income and finance costs (continued)
Three months Three months
ended ended
30 September 30 September
2020 2019
(unaudited) (unaudited)
£000 £000
Financial assets measured at amortised cost
Interest income — own funds 23 496
Interest income — discount unwind 24 -
Interest income — other 420 47
Financial liabilities measured at amortised cost
Unwinding of transaction costs and discount on financial liabilities (3,321) (1,369)
Interest expense — bank and other borrowings (26,026) (24,851)
Interest expense — commitment and other fees (390) (370)
Interest expense — shareholders’ loans - (37)
Interest on premium financing liabilities - (752)
Remeasurement of borrowings due to early repayment (651) -
Other finance income/(costs)
Amounts reclassified from the cash flow hedging reserve
for derivatives (20,464) 1,879
Amortisation of costs of hedging (267) (36)
Effective interest on lease liabilities (1,435) (1,453)
Unwinding of discount on provisions (147) 8
Hedge ineffectiveness (22) 57
Foreign exchange unrealised gain - 69
Net finance costs (52,256) (26,312)
Analysed as:
Finance income 467 543
Finance costs (52,723) (26,855)
Net finance costs (52,256) (26,312)
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7 Disposal of business

On 17 June 2020 the Group disposed of its controlling interest in its subsidiary Solis Re Agency Inc (“Solis Re”), which forms part
of the Ardonagh Specialty reportable segment, reducing its stake from 50.1% to 35.0%. Post disposal the Group holds a significant
influence over Solis Re and accounts for its investment under the equity-method of accounting. As part of the disposal, the Group
also exchanged its loans to Solis Re for redeemable preference shares that do not hold any voting rights. The retained investments
were recognised at fair value on the date of partial disposal.

On 1 November 2018, the Group announced the sale of its Commercial MGA businesses with an effective date of 1 January 2019.
£31.5m was received from the purchaser of the businesses on 2 January 2019 of which £30.0m represented the initial
consideration for the sale. A further £0.3m adjustment to the costs to sell was made in April 2020 following the sale.

Details of assets and liabilities disposed of and the consideration received are set out in the table below:

Nine months

ended
30 September 31 pecember
2020 2019
(unaudited) (audited)
£000 £000
Non-current assets
Property, plant and equipment - 60
Current assets
Trade and other receivables 2,454 -
Cash and cash equivalents 31 -
Right of use assets 595 -
Assets held for sale - 26,754
3,080 26,754
Current liabilities
Trade and other payables (1,644) -
Lease liabilities (514) -
Liabilities held for sale - (1,976)
(2,158) (1,976)
Total net assets 922 24,838
Satisfied by:
Proceeds - initial and deferred consideration - 31,000
Investment in associate 1,014 -
Other non-current financial assets (preference shares) 920 -
Non-controlling interest (1,150) -
Proceeds — extra consideration - 367
Costs to sell 300 (4,285)
1,084 27,082
Gain on disposal (162) (2,244)
922 24,838
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8 Assets held for sale

As at 30 September 2020, the Group classified the following as held for sale:

. Several freehold and leasehold properties, which form part of the Ardonagh Retail reportable segment;

o Bennetts Motorcycling Services Limited

As at 31 December 2019 the Group also classified its subsidiary Solis Re Agency Inc, which formed part of the Ardonagh Specialty
reportable segment, as held for sale, given its intention to dispose of its controlling interest in (albeit retain significant influence

over) that subsidiary. This disposal was completed on 17 June 2020 (see note 7).

The figures shown in the table below reflect the carrying amount of the assets and liabilities to be derecognised on disposal:

Bennetts
Swinton Motorcycling 30 September
properties Services Limited 2020
£000
Unlisted investment - 1,310 1,310
Right of use assets 145 - 145
Trade and other receivables - 27,411 27,411
145 28,721 28,866
Swinton 31 December
Properties Solis Re 2019
£000 £000 £000
Property, plant and equipment 1,397 - 1,397
Right of use assets 146 595 741
Trade and other receivables - 798 798
Cash and cash equivalents - 799 799
Trade and other payables - (1,160) (1,160)
Lease liabilities - (594) (594)
1,543 438 1,981
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9 Income and deferred tax

Income tax expense/credit for the interim condensed consolidated financial statements is recognised based on management’s
estimate of the weighted average effective annual income tax rate expected for the full financial year (including the impact of
legislated changes to the tax rate), adjusted for the tax effect of certain items recognised in full during the interim period.

The effective tax rate in these interim condensed consolidated financial statements is 5% (30 September 2019 as restated: 12%)
giving rise to a tax credit of £7.2m (30 September 2019 as restated: a credit of £8.9m).

The tax charge differs from that which would result from applying the standard rate of corporation tax, mainly due to the impact
of statutory restrictions on the deductibility of interest expense, the effect of reforecasting on the utilisation of tax losses, and the
change to 19% in the legislated corporation tax rate for the tax year commencing 1 April 2020.

Restatement of prior periods

The Group has recognised a previously unrecognised deferred tax asset in its consolidated financial statements in relation to
interest that is subject to interest restriction tax regulations and certain other tax attributes. A deferred tax asset is recognised on
the basis that future taxable profits will arise in the consolidated financial statements as a result of the unwind of the deferred tax
liability that was already included in those financial statements in relation to intangible assets recognised on a business
combination.

The Group adjusted its comparative information to recognise the deferred tax asset as follows:

Three months ended 30 September

Profit or loss and other comprehensive income  Nine months ended 30 September 2019 2019
As As
reported in reported in
As these As these
previously financial previously financial
reported Adjustment statements reported Adjustment statements
£000 £000 £000 £000 £000 £000
Tax credit 6,829 2,081 8,910 2,832 (582) 2,250
Loss for the period (67,740) 2,081 (65,659) (23,281) (582) (23,863)
Attributable to:
Oowners (70,138) 2,283 (67,855) (23,375) (21) (23,396)
NCI 2,398 (202) 2,196 94 (561) (467)
Total comprehensive loss for the period (66,965) 2,081 (64,884) (25,639) (582) (26,221)
Attributable to:
Owners (69,363) 2,283 (67,080) (25,733) (21) (25,754)
NCI 2,398 (202) 2,196 94 (561) (467)
Statement of financial position 30 September 2019
As
reported in
As these
previously financial
reported Adjustment  statements
£000 £000 £000
Deferred tax asset (31,921) 34,509 2,588
Retained losses (605,032) 31,101 (573,931)
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10 Intangible assets

The table below provides a schedule of movements in the carrying value of intangible assets held on the interim condensed
consolidated statement of financial position.

30 September 31 December

2020 2019

(unaudited) (audited)

£000 £000

Start of the period 1,112,194 1,095,203
Business combinations 588,715 79,506
Net additions 5,647 12,263
Foreign exchange movement 40 -
Amortisation charge for the period (55,150) (74,778)
End of the period 1,651,446 1,112,194

The table below provides a schedule of movements in the carrying amount of goodwill held on the statement of financial position
within intangible assets:

30 September 31 December

2020 2019

(unaudited) (audited)

£000 £000

Start of the period 732,489 678,756

Business combinations 465,480 53,730
Foreign exchange movement 30

Net additions - 3

End of the period 1,197,999 732,489

Goodwill is tested for impairment annually and whenever there is an indication that it may be impaired. The annual impairment
test was performed at 30 September in 2019 and will be performed on 1 October in 2020 (and in subsequent years) once the latest
five-year plan is available and thus in reporting the 31 December 2020 financial statements. The recoverable amounts and
associated assumptions for the Group’s divisions (previously reported as operating segments, see note 5), each of which
constitutes a cash generating unit or group of cash generating units, are disclosed in the Group’s annual consolidated financial
statements for the year ended 31 December 2019.

For the three-month period to 31 March 2020, it was determined that the coronavirus global pandemic constituted an indication
of impairment. Revised forecast cash flow information was prepared in determining the recoverable amount (based on value in
use), but it was concluded that there is no impairment to any division. Additional information on assumptions used in measuring
the recoverable amount is provided in note 4.

For the three month period to 30 September 2020, the Group reviewed changes in the key assumptions which drive its
determination of the recoverable amount, which included a review of the trading performance of each division against the most
recent three-year plan, to determine whether there is an indication of impairment and thus to determine whether an impairment
test is to be performed. It was concluded that there is no indication of impairment.
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11

Business combinations

The Group made the acquisitions below during the nine-month reporting period ending 30 September 2020.

July 2020 transaction

The “July 2020 transaction” comprises of the 14 July 2020 refinancing (see note 22, which provides further detail on how the Group
issued new borrowings, which it used to repay its existing borrowings and to fund acquisitions) and three acquisitions, as set out
in the Ardonagh Offering Memorandum dated 22 June 2020, and as summarised below.

On 14 July 2020, the Group purchased the entire issued share capital of Nevada 5 Topco Limited, of which Arachas Topco
Limited is an indirect subsidiary. The consideration paid was €135.8m cash. Additionally, all the existing borrowings of the
acquiree group were settled. The acquisition has been included in the Ardonagh International operating segment.

On 14 July 2020, the Group purchased the entire issued share capital of Nevada 4 Midco 1 Limited, the parent of Bravo
Investment Holdings Limited. The consideration for the share capital was £39.8m cash. Additionally, all the existing borrowings
of the acquiree group were settled. The acquisition has been included in the Ardonagh Advisory operating segment.

On 7 August 2020, The Group completed the purchase of the entire issued share capital of Bennetts Motorcycling Services
Limited (“Bennetts”). The consideration paid for the share capital was £1.3m cash. Additionally, all the existing borrowings of
the acquiree were settled. The Group exchanged contracts to acquire Bennetts on 17 February 2020 and Ardonagh voluntarily
notified the merger to the Competitions and Markets Authority (“CMA”). Following its Phase 1 investigation, the CMA
announced on 16 September 2020 that it would refer the merger for an in-depth Phase 2 investigation unless the Group
offered suitable undertakings to address the CMA’s concerns. In response, the Group has offered to divest Bennetts. The CMA
announced on 30 September that it believes that the offer should, in principle, be capable of remedying the competition
concerns and issued a notice of consultation on 14 October 2020. The Group has not reported this interest as a business
combination as it has been determined that it does not control Bennetts. This interest in the share capital of Bennetts has
been recognised as a financial asset measured at fair value through other comprehensive income and is shown as an asset
held for sale, see note 8.

Other Acquisitions

On 28 February 2020, the Group purchased a business and certain assets of a Rural Insurance business. The consideration
paid was £23.5m cash. The acquisition has been included in the Ardonagh Specialty operating segment.

On 12 August 2020, the Group purchased the entire share capital of Thames Underwriting Limited for £9.7m cash and
deferred contingent consideration with a fair value of £5.7m. The acquisition has been included in the Ardonagh Specialty
operating segment.

On 30 September 2020, the Group purchased the entire share capital of Lloyd Latchford Group Limited for a consideration
of £11.5m cash and B ordinary shares with a fair value of £3.8m (over which a put and call option exists) in a company that
is a member of the Group. The acquisition has been included in the Ardonagh Retail operating segment.

Individually immaterial business combinations for which the total consideration paid was £6.0m cash and deferred
contingent consideration with a fair value of £2.1m. These acquisitions have been included in the Ardonagh Advisory
operating segment.
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11 Business combinations (continued)
Nevada5 Nevada4 Lloyd Aggregated
A Rural Topco Midco 1 Thames  Latchford immaterial
insurance Limited Limited Underwriting Group business
business  (Arachas) (Bravo) Limited Limited combinations Total
£000 £000 £000 £000 £000 £000 £000
Purchase consideration
Cash paid 23,500 123,264 39,794 9,740 11,483 6,003 213,784
Deferred consideration - - - 5,659 3,817 2,131 11,607
Non-controlling interest - (11,858) (3,588) - - - (15,446)
Total purchase consideration 23,500 111,406 36,206 15,399 15,300 8,134 209,945
Assets and liabilities as a result of the acquisitions
Non-current assets
Property, plant and
equipment - 3,296 1,008 23 141 125 4,593
Right-of-use assets - 3,639 5,621 41 206 431 9,938
Financial assets at fair value
through other comprehensive
income - 1 15 - - 2 18
Other assets - - 25,300 - - - 25,300
Current assets
Cash and cash equivalents - 31,001 72,089 2,518 6,467 1,176 113,251
Trade and other receivables - 11,714 30,170 2,702 2,354 851 47,791
Other assets - 127 - - - - 127
Current liabilities
Trade and other payables (90) (26,977) (62,101) (3,858) (6,685) (1,431) (101,142)
Lease liabilities - (540) (1,800) (33) (90) (111) (2,574)
Provisions - (81) - - - (10) (91)
Contract liabilities - (1,669) (2,643) - - (52) (4,364)
Non-current liabilities
Trade and other payables - - (31,940) - - - (31,940)
Lease liabilities - (3,906) (3,969) (9) (116) (318) (8,318)
Provisions - (80) (943) - - - (1,023)
Borrowings - (143,231) (267,821) - - (289) (411,341)
Deferred tax - 36 134 - (27) (18) 125
Net assets/(liabilities)
acquired (90) (126,670) (236,880) 1,384 2,250 356  (359,650)
Net identifiable intangible
assets acquired 4,887 53,744 37,140 2,718 3,575 2,051 104,115
Goodwill 18,703 184,332 235,946 11,297 9,475 5,727 465,480
Total purchase consideration 23,500 111,406 36,206 15,399 15,300 8,134 209,945

The acquisitions were accounted for under IFRS 3 ‘Business Combinations’, which requires that the identifiable assets acquired
and the liabilities assumed are measured at their acquisition date fair value. Goodwill is calculated as the difference between the
acquisition consideration and the acquisition date fair value of the net assets/(liabilities) acquired.

The amounts recognised in the interim condensed consolidated financial statements are provisional and adjustment may occur
during the remainder of the measurement period.
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12 Transactions with non-controlling interests

On 6 March 2020, the Group purchased from non-controlling interests A shares in Atlanta Investment Holdings 3 Limited
(‘Atlanta’), representing 10.8% of the total A and B ordinary shares in Atlanta. The shares were purchased in exchange for £8.0m
in cash (advanced in the fourth quarter of 2019) and 9,355,019 ordinary shares in the Company.

On 19 May 2020, the Group has completed its purchase from non-controlling interests of 1,500,000 A ordinary shares of £0.04
each (representing 3.55% of the interest) and 45,833 C ordinary shares of £0.01 each in Nevada Investments 1 Limited, for a
consideration of 1,519,512 ordinary shares and 2,842 MIP shares in the Company. Following the purchase, the Group owns 100%
of Nevada Investments 1 Limited and its subsidiaries.

On 29 July 2020, the Group completed the purchase of Atlanta MIP shares in Atlanta Investment Holdings 3 Limited, comprising
95,441 C shares, 144,362 D shares, 100,000 E1 shares and 349,999 E2 shares, the consideration for which was 20,922,182 new The
Ardonagh Group Limited (“TAGL”) B ordinary shares with a fair value of £44,016,084.

On 29 July 2020, the Group completed the purchase of Specialty Wholesale Equity Plan (“WEP”) shares in Ardonagh Specialty
Holdings Limited comprising 99,254 C shares and 10,000 D shares, the consideration for which was 14,012,132 new TAGL B
ordinary shares with a fair value of £29,478,717.

On 10 August 2020, the Group completed the purchase of 878,448 Atlanta A ordinary shares in Atlanta Investment Holdings 3
Limited, the consideration for which was 2,851,982 new TAGL B ordinary shares with a fair value of £6,000,000.

On 10 August 2020, the Group completed the purchase of 350,000 Bravo C ordinary shares in Bravo Investment Holdings Limited,
the consideration for which was £1,333,087 comprising £1,246,071 cash and £87,016 in settlement of loans that had previously
been made to the minority shareholders.

On 10 August 2020, the Group completed the purchase of 38,850 Bravo D MIP shares in Bravo Investment Holdings Limited, the
consideration for which was 4,151,916 new TAGL B ordinary shares with a fair value of £8,734,801.

The effect on the equity attributable to the owners of the Group is summarised below:

Atlanta Ardonagh Bravo
Investment Nevada  Specialty Investment
Holdings 3 Investments Holdings Holdings
Limited 1 Limited Limited Limited Total
30 September 2020 £000 £000 £000 £000 £000
Carrying amount of non-controlling interests purchased 4,661 1,041 - (2,729) 2,973
Fair value of consideration paid to non-controlling
interests:
Cash (8,000) - - (1,246) (9,246)
Reduction in debtor - - - (87) (87)
Shares in the Company (60,807) (2,630) (29,480) (8,735) (101,652)
Transaction costs (343) (14) (147) - (504)
Excess of fair value of consideration paid/payable
recognised within equity (64,489) (1,603) (29,627) (12,797) (108,516)
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13 Property, plant and equipment

The table below provides a schedule of the movements in the carrying value of property, plant and equipment held on the interim

condensed consolidated statement of financial position.

30 September 31 December

2020 2019

(unaudited) (audited)

£000 £000

Start of the period 26,168 37,008
Business combinations 4,593 419
Net additions 4,710 75
Depreciation charge for the period (7,258) (9,937)
Assets classified as held for sale - (1,397)
End of the period 28,213 26,168
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14 Leases

The tables below provide a schedule of the movements in the carrying amount of the right-of-use assets and corresponding lease
liabilities held on the interim condensed consolidated statement of financial position.

Right-of-use assets

Non- Lease
Property property Total liabilities
Nine months ended 30 September 2020 £000 £000 £000 £000
Start of the period 35,528 681 36,209 (43,105)
Additions 1,319 1,731 3,050 (2,042)
Business combinations 9,212 726 9,938 (10,892)
Terminations/modifications (2,163) (124) (2,287) 2,621
Depreciation (6,410) (519) (6,929) -
Interest expense - - - (4,252)
Lease payments - - - 9,357
Classified as held for sale - - - (80)
End of the period 37,486 2,495 39,981 (48,393)
Current (12,876)
Non-current (35,517)
(48,393)

Right-of-use assets
Non- Lease
Property property Total liabilities
Year ended 31 December 2019 £000 £000 £000 £000
As at 1 January 2019 64,015 338 64,353 (71,145)
Additions 5,294 890 6,184 (8,509)
Business combinations 694 - 694 -
Terminations/modifications (23,225) (58) (23,283) 26,138
Depreciation (9,691) (443) (10,134) -
Impairment (818) (46) (864) -
Interest expense - - - (6,256)
Lease payments - - - 16,073
Classified as held for sale (741) - (741) 594
End of the year 35,528 681 36,209 (43,105)
Current (10,084)
Non-current (33,021)
(43,105)

43



FINANCIAL STATEMENTS

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

15 Investment in associates and joint ventures

Associates

On 12 September 2019, the Group acquired a 40% interest in Sino Insurance Brokers Limited (which has a wholly owned subsidiary,
Sino Reinsurance Brokers Limited), comprising 400,000 ordinary shares of HKS1 each. This associate is initially recognised at cost
and subsequently via the equity method, where the cost is the consideration comprising cash of HK$14.3m and deferred contingent
consideration with a fair value of HK$21.4m. The Group is entitled, under the terms of the acquisition of the 40% interest, to
exercise a call option during the period 1 January 2021 to 31 December 2023 to acquire a further 35% interest in Sino Insurance
Brokers Limited, comprising 350,000 ordinary shares of HK$1 each.

On 17 June 2020 the Group disposed of its controlling interest in its subsidiary Solis Re Agency Inc, following which the Group holds
it as an associate (see note 7).

30 September 31 December

2020 2019

(unaudited) (audited)

Investment in associates £000 £000
Start of the period 3,800 -
Addition 1,014 3,583
Foreign exchange movement 13 -
Share of profit for the period 333 217
Dividend received (313) -
End of the period 4,847 3,800

Joint ventures
The Group has a participating interest in Carole Nash Legal Services LLP, a legal practice. Carole Nash Insurance Consultants Limited,
a Group subsidiary company, owns 50% of the total equity of Carole Nash Legal Services LLP.

30 September 31 December

2020 2019

(unaudited) (audited)

Investment in joint ventures £000 £000
Start of the period 3,620 3,340
Share of profit for the period 1,169 1,680
Dividend received (1,171) (1,400)
End of the period 3,618 3,620
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16 Cash and cash equivalents
30 September 31 December
2020 2019
(unaudited) (audited)
£000 £000
Own funds 89,895 48,192
Own funds - restricted 37,438 36,604
Fiduciary funds 432,515 326,107
559,848 410,903

Restricted own funds comprise:

e £13.7m as at 30 September 2020 (31 December 2019: £13.5m) of restricted cash kept in segregated accounts for claim
settlements in relation to the disposal of the Towergate Financial business by Ardonagh Services Limited, an intermediate
holding company within the Group.

e £23.7m as at 30 September 2020 (31 December 2019: £23.1m) of restricted cash kept in segregated accounts pursuant to
the FCA's Threshold Condition 2.4 (applicable to the insurance broking industry), for ensuring that funds are available to
pay any costs and expenses necessary to achieve an orderly wind down of the Group's business in the event its broking
operations cease to operate or are otherwise closed. The amount of cash required to be held is determined by management
and agreed by the FCA.

Fiduciary funds represent client money used to pay premiums to underwriters, to settle claims to policyholders and to defray
commission and other income. Fiduciary funds are not available for general corporate purposes.
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17 Trade and other receivables
30 September 31 December
2020 2019
(unaudited) (audited)
£000 £000
Trade receivables 106,333 85,331
Less: expected credit loss allowance (9,619) (10,789)
Trade receivables - net 96,714 74,542
Prepayments 22,068 22,469
Accrued income 12,328 10,782
Other receivables* 47,508 32,133
Other debtors 32,295 24,020
Related party debtors 1,658 7,104
Contingent consideration receivable 279 279
212,850 171,329
Current 179,226 155,573
Non-current 33,624 15,756
212,850 171,329

As at 30 September 2020, the Group had exposures to numerous individual trade counterparties within trade receivables. In
accordance with Group policy, trade receivables balances are continually monitored against credit limits and concentration of risk.
No individual trade counterparty credit exposure is considered significant in the ordinary course of trading activity. Management
does not expect any significant losses from non-performance by trade counterparties that have not been provided for.

* Other receivables include amounts recognised on a business combination in relation to the Group’s right to variable consideration
on rolling contracts with customers for which the performance obligation was satisfied prior to the acquisition. These receivables
are classified as fair value through profit or loss.
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18 Cash generated from operations

Restated*
Nine months Nine months
ended ended
30 September 30 September
2020 2019
(unaudited) (unaudited)
Cash flows from operating activities £000 £000
Loss for the period after tax (133,204) (65,659)
Depreciation of property, plant and equipment and right-of-use assets 14,187 15,179
Amortisation 55,150 56,204
Loss on disposal and impairment of non-financial assets 4,999 6,847
Other losses/(gains) 894 (6,345)
Adjustment to gain / gain on disposal of associate/subsidiary/business (162) (487)
Transaction costs on completed and aborted acquisitions accrued in the period 1,612 3,329
Transaction costs on completed and aborted acquisitions paid in the period (1,207) (5,693)
Finance costs - net of finance income 185,056 82,512
Investment income (770) (1,908)
Share of profit from associate and joint venture (1,502) (1,245)
Tax credit (7,209) (8,910)
Fair value loss on derivatives 1,178 604

Recycling to income statement from cash flow hedging reserve on forward
contracts 106 3,112
Decrease in trade and other receivables 72,038 60,238
Decrease in trade and other payables (42,295) (84,818)
(Increase)/decrease in contract assets 1,629 (425)
Increase in other assets (5,844) (5,179)
Increase/(decrease) in contract liabilities (7,894) 5,386
Effect of movements in exchange rates on cash held (3,603) (4,362)
Hedge ineffectiveness (268) -
Decrease in provisions (21,757) (12,012)
Net cash inflow from operations 111,134 36,368

* Prior year comparatives have been restated to include previously unrecognised deferred tax assets — see note 9.
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19 Financial instruments

Fair value measurement

Financial assets and liabilities measured at fair value in the interim condensed consolidated financial statement of financial position
are grouped into three levels of a fair value hierarchy. The three levels are defined based on the observability of significant inputs
to the measurement, as follows:
e Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities;
e Level 2: inputs other than quoted prices included within level 1 that are observable for the asset or liability, either directly
as prices, or indirectly derived from prices; and
e Level 3: unobservable inputs for the asset or liability.

The following table shows the levels within the hierarchy of financial assets and liabilities measured at fair value on an ongoing
basis:

Level 1 Level 2 Level 3 Total
30 September 2020 (unaudited) £000 £000 £000 £000
Financial assets at fair value through profit or loss
UCIS recovered assets - - 14 14
Trade and other receivables - - 47,787 47,787
Derivatives hedging borrowings - 818 - 818
Financial assets at fair value through other comprehensive income
Unlisted investments - - 1,600 1,600
Total financial assets at fair value - 818 49,401 50,219
Contingent consideration payable - - (42,328) (42,328)
Derivatives hedging forecast revenue - (2,221) - (2,221)
Derivatives hedging borrowings - (24,772) - (24,772)
Total financial liabilities at fair value - (26,993) (42,328) (69,321)
Net fair value - (26,175) 7,073 (19,102)
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19 Financial instruments (continued)

Level 1 Level 2 Level 3 Total
31 December 2019 (audited) £000 £000 £000 £000
Financial assets at fair value through profit or loss
UCIS recovered assets - - 36 36
Trade and other receivables - - 32,412 32,412
Derivatives hedging borrowings - 3,063 - 3,063
Derivatives hedging forecast revenue - 3,178 - 3,178
Financial assets at fair value through other comprehensive income
Unlisted investments - - 271 271
Total financial assets at fair value - 6,241 32,719 38,960
Contingent consideration payable - - (3,167) (3,167)
Deferred proceeds - - (15,000) (15,000)
Derivatives hedging forecast revenue - (289) - (289)
Derivatives hedging borrowings - (21,411) - (21,411)
Total financial liabilities at fair value - (21,700) (18,167) (39,867)
Net fair value - (15,459) 14,552 (907)

The following valuation techniques are used for instruments categorised in Levels 2 and 3:

Derivative financial instruments (Level 2)

The Group’s derivatives are categorised within level 2 of the fair value hierarchy. These contracts are not traded in an active
market, but the fair value is determined using valuation techniques that use available market data, such as forward exchange rates
corresponding to the maturity of the contract observable at the consolidated statement of financial position date and an
appropriate sector credit spread.

UCIS recovered assets (Level 3)

The UCIS recovered assets are held at their fair value and are categorised within level 3 of the fair value hierarchy. Where no
professional valuation is available, they are recognised at their published net asset value with an appropriate adjustment applied
to the published unit price to reflect their illiquid nature and potentially lower net realisable value.

Trade and other receivables/contingent consideration receivable (Level 3)

Trade and other receivables include £0.3m (31 December 2019: £0.3m) at fair value in respect of contingent consideration
receivable on the sale of URIS Group’s claims business in 2018. This is categorised within level 3 of the fair value hierarchy with
the valuation based on management’s best estimate of the probability of the successful completion of the requirements set out
in the sale and purchase agreement.

Also included in trade and other receivables at 30 September 2020 were assets at fair value through profit or loss that were
recognised on a business combination in relation to the Group’s right to variable consideration on rolling contracts with customers
for which the performance obligation was satisfied prior to the acquisition. The fair value is a level 3 valuation and is calculated as
the present value of future cash flows where those cash flows take into account expected cancellation rates and the life of the
underlying insurance product.
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19 Financial instruments (continued)

Contingent consideration payable and deferred proceeds (Level 3)
Trade and other payables include £42.3m (31 December 2019: £18.2m) which are measured as financial liabilities at fair value
through profit or loss.

Techniques such as estimated discounted cash flows were used to determine their fair value in line with the calculation specified
in the purchase agreement. Financial liabilities in respect of contingent consideration will only be written back if the Group receives
confirmation from the vendor that there is no liability outstanding.

Unlisted investments at fair value through other comprehensive income (Level 3)
Unlisted investments are categorised within level 3 of the fair value hierarchy. The valuation technique applied, except where
specific market price information is available, is cost less any provision for impairment.

Fair value of financial instruments measured at amortised cost

The Directors consider the carrying amounts for trade and other receivables, trade and other payables and the current portion of
financial liabilities that are not measured at fair value to approximate their fair values. The fair value of the Group’s borrowings is
disclosed in note 22.

Reconciliation of recurring fair value measurements within level 3

Financial Financial
liabilities at assets at  Financial assets

FVTPL FVTPL at FVTOCI Total
30 September 2020 (unaudited) £000 £000 £000 £000
Start of the period (18,167) 32,448 271 14,552
Gains and losses - 14,843 - 14,843
Business combinations (44,456) 25,300 19 (19,137)
Settlements 5,295 (10,794) - (5,499)
Movement to reserves 15,000 (14,916) - 84
Investment in associate - 920 - 920
Acquisition of unlisted investment - - 1,310 1,310
End of the period (42,328) 47,801 1,600 7,073
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20 Hedge accounting

Derivatives

The Group has economic hedge relationships that mitigate foreign exchange risk arising from its USD borrowings and USD revenue.
The Group also has economic hedge relationships that mitigate interest rate risk arising from its IBOR-based senior secured term
loan that was entered into in July 2020. The Group applies hedge accounting for those hedge relationships that meet the hedge
accounting criteria detailed in note 3 of the Group’s Annual Consolidated Financial Statements. The Group manages all other risks
associated with these exposures, such as credit risk, but it does not apply hedge accounting for those risks.

Derivatives are only used for hedging purposes. The Group has the following derivative financial instruments as at 30 September
2020:

30 September 31 December
2020 2019
(unaudited) (audited)
£000 £000
Non-current assets
Derivatives hedging forecast revenue 214 1,635
Derivatives hedging borrowings - 74
Current assets
Derivatives hedging forecast revenue 604 1,543
Derivatives hedging borrowings - 2,989
Current liabilities
Derivatives hedging forecast revenue (1,717) -
Derivatives hedging borrowings (508) (1,970)
Non-current liabilities
Derivatives hedging forecast revenue (504) (289)
Derivatives hedging borrowings (24,264) (19,441)
Net derivative financial instrument liabilities (26,175) (15,459)

See note 19 for information on fair values and the assumptions and methods used to measure fair value.

Derivatives hedging borrowings

The Group has foreign currency fixed rate notes in issue for funding purposes. In accordance with its risk management strategy,
the Group had until June 2020 held cross currency swap contracts to mitigate 100% of the risk of fluctuation of coupon and
principal cash flows due to changes in foreign currency rates of issued foreign currency borrowings. These instruments had been
entered into to match the maturity profile of estimated repayments of the Group’s borrowings. Under those arrangements, the
Group received a USD coupon matching its interest obligations under the USD Notes, and it paid a fixed GBP coupon at specified
half-yearly intervals (January and July). The Group had designated the cross-currency swaps as cash flow hedge relationships to
hedge against movements in USD.
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Derivatives hedging borrowings (continued)

During June 2020, the Group made the following changes to its hedging instruments, given the Group’s plan (which was
subsequently executed) to repay its existing borrowings and issue new borrowings in July 2020 (see note 22):

1. The Group terminated its existing cross-currency swaps in June 2020, while deferring the settlement of a portion thereof
to match the expected repayment of the existing borrowings in July 2020, such that this portion acted as a forward
contract. Where derivatives were terminated without deferred settlement, hedge accounting was discontinued in June
2020 and the related cash flow hedging reserve was reclassified to profit or loss, whereas this discontinuance and
reclassification was applied in July 2020 for those derivatives terminated with deferred settlement; and

2. Entered into new USD forward contracts to hedge the foreign currency risk on $677.0m payments of principal and interest
relating to USD 500.0m PIK toggle notes due 2027 that were subsequently issued in July 2020 (see note 22).

Hedge accounting was applied to all of the existing USD borrowings prior to the above derivative transactions, to all except
$177.0m of the existing USD borrowings after the above transactions, and to all of the new USD borrowings once issued in July
2020.

The Group entered into interest rate swaps that were designated as hedging instruments against the IBOR-based senior secured
term loan (see note 22). The interest rate swaps exchange a floating interest rate with a fixed interest rate and apply to interest
incurred from 14 January 2021.

Derivatives hedging forecast revenue

The Group enters into forward contracts to mitigate the exposure resulting from USD revenue arising on the placement of
premiums denominated in USD, which is not the presentation currency nor functional currency of the Group.

Based on forecast transactions, the Group effectively sells accumulated USD revenue by reference to individual brokerage
transactions. The Group’s track record in receiving USD revenue from long established clients provides a high degree of confidence
that forecast transactions are highly probable for hedge accounting purposes.

Hedging reserves

The following table provides a reconciliation of components of equity resulting from applying cash flow hedge accounting to
derivatives that mitigate foreign exchange risk and interest rate risk:

Cash flow Costs of
hedging hedging
reserve reserve

Nine months ended 30 September 2020 £000 £000
At 1 January 2020 1,128 678
Changes in fair value recognised via other comprehensive income
Foreign currency risk - derivatives hedging forecast revenue (5,800) -
Foreign currency risk - derivatives hedging borrowings 25,653 (5,439)
Interest rate risk — derivatives hedging borrowings (989) -
Amounts reclassified to profit or loss
Foreign currency risk - derivatives hedging forecast revenue (155) -
Foreign currency risk - derivatives hedging borrowings (23,834) 362
Interest rate risk — derivatives hedging borrowings - -
(5,125) (5,077)
Tax on movements on reserves 952 948
At 30 September 2020 (unaudited) (3,045) (3,451)
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20 Hedge accounting (continued)

The gain/(loss) included in the interim condensed consolidated statement of profit or loss and other comprehensive income during
the nine months ended 30 September 2020 in relation to items designated as hedging instruments, including hedge ineffectiveness,
were as follows:

Derivatives
hedging
Derivatives hedging foreign interest rate
currency risk risk
Forecast
revenue Borrowings Borrowings
£000 £000 £000
Amounts reclassified from OCI to profit or loss
Commission and fees 155 - -
Finance costs - interest expense and foreign exchange differences - 19,553 -
Finance costs - cost of hedging - (362) -
Finance costs - termination of hedge - 4,281 -
Amounts recognised directly in profit or loss
Other operating costs — foreign exchange differences 588 - -
Other operating costs - ineffectiveness 7 - -
Other operating costs - amounts excluded from hedge accounting - (1,766) -
Finance costs - ineffectiveness - 261 -
At 30 September 2020 (unaudited) 750 21,967 -

The Group is exposed to interest rates, which are determined by reference to LIBOR and EURIBOR, to which it applies hedge
accounting. The Group has applied the amendments to IFRS 9 which allow the Group to continue hedge accounting during the
period of uncertainty arising from the IBOR reforms. In assessing whether the hedge is expected to be highly effective on a forward-
looking basis, the Group has therefore assumed that the cash flows of the interest rate swaps and the hedged debt instruments
are not altered by IBOR reform. The Group has considered an IBOR transition plan.

21 Trade and other payables
30 September 31 December
2020 2019
(unaudited) (audited)
£000 £000
Insurance creditors 417,402 312,201
Social security and other taxes 12,206 10,906
Other creditors 39,565 32,588
Contingent consideration payable 1,873 1,062
Deferred proceeds - 15,000
Deferred income 377 377
Accruals 78,981 56,153
Total current liabilities 550,404 428,287
Contingent consideration payable 40,455 2,105
Other financial liabilities - 30
Other creditors 9,226 9,021
Total non-current liabilities 49,681 11,156
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22 Borrowings
30 September 31 December
2020 2019
(unaudited) (audited)
£000 £000
Interest payable 21,230 44,149
Total current borrowings 21,230 44,149
Interest payable 18,363 -
Term facilities due 2026 1,497,507 -
USD 500.0m PIK toggle notes due 2027 369,273 -
Senior secured notes - 1,091,689
Total non-current borrowings 1,885,143 1,091,689

The USD 500m PIK toggle notes due 2027 and the term facilities due 2026 comprise the following (excluding interest payable):

30 September 2020 31 December 2019
Nominal

Date interest Year of Face Carrying Face Carrying
issued Currency rate maturity value amount value amount
26.06.2017 GBP 8.375% 2023* - - 400,000 393,081
26.06.2017 usD 8.625% 2023* - - 520,000 387,941
20.12.2017 GBP 8.375% 2023* - - 55,000 53,940
18.11.2018 usD 8.625% 2023* - - 235,000 159,000
08.06.2018 GBP 8.375% 2023* - - 98,300 97,727
14.07.2020 GBP 8.700% 2026 1,412,838 1,342,345 - -
14.07.2020 EUR 8.700% 2026 180,000 155,162 - -
14.07.2020 usD 12.750% 2027 500,000 369,273 - -
Total 1,866,780 1,091,689

*The Notes that were due to mature in 2023 were repaid and cancelled on 14 July 2020 (See Section 1)

Interest is payable on the notes in January and July of each year.

The Group hedges its foreign currency exposure from the USD 500.0m PIK toggle notes due 2027 as described in note 20.

The fair value of the Term facilities due 2026 and USD 500.0m PIK toggle notes due 2027 as at 30 September 2020 and the
redeemed senior secured notes as at 31 December 2019, which is categorised within level 2 of the fair value hierarchy and is given

for disclosure purposes only, is estimated as follows:

Carrying Fair

amount value

£000 £000

GBP 1,412.8m Term facility due 2026 1,342,345 1,412,838
EUR 180.0m Term facility due 2026 155,162 163,378
USD 500.0m PIK toggle notes 369,273 387,117
Notes at 30 September 2020 1,866,780 1,963,333
Senior secured notes at 31 December 2019 1,091,689 1,117,571
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22 Borrowings (continued)

On 14 July 2020, the Group issued new borrowings, which it used to repay its existing borrowings and to fund acquisitions. The
existing borrowings included the existing senior secured notes and the revolving credit facility, the repayment of which released
the Group from the associated security and resulted in an early repayment charge of £49.3m. The new borrowings include full
drawdowns on USD 500.0m payment-in-kind (“PIK”) toggle notes due 2027 and a privately placed term loan facility due 2026 of
£1,575.0m comprising £1,412.8m denominated in pound sterling and €180.0m denominated in euro. A £300.0m Capex, Acquisition
and Re-organisation (“CAR”) facility due 2026 and a £191.5m revolving credit facility (“RCF”) due 2026 were also issued on 14 July
2020. During October, £50.0m was drawn on the CAR facility to fund acquisitions, which leaves £250.0m of the CAR facility still
available. The RCF is not drawn at the date of this report.

On 5 October 2018, a letter of credit of £50.0m was issued for the benefit of specified entities within the Group solely to provide
credit support in respect of potential redress liabilities relating to the sale of certain enhanced transfer value (“ETV”) products.
This letter of credit facility was reduced to £28.0m on 8 September 2020 as a result of outstanding ETV liabilities having reduced
as ETV settlements have been made. See note 23 for further information relating to ETV redress liabilities.
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23 Provisions

The Group held the following provisions as at 30 September 2020:

Litigation

ETV Run off LTIP matters

£000 £000 £000 £000

Start of the period 47,572 2,269 312 4,591

Additional provisions made during the period 6,500 1,271 147 1,026
Transferred from/(to) other

debtors/creditors - - 201 -

Utilised during the period (23,284) (2,197) - (2,419)

Unused amounts reversed during the period - - (16) (780)

Unwind of discount - - - -

Business combinations - - - -

End of the period 30,788 1,343 644 2,418

Future
renewal Branch

scheme Property closure Other Total

£000 £000 £000 £000 £000

Start of the period 7,381 10,589 564 1,830 75,108

Additional provisions made during the period 125 433 - 421 9,923
Transferred from/(to) other

debtors/creditors (931) 17 - - (713)

Utilised during the period - (784) (236) (1,157) (30,077)

Unused amounts reversed during the period - (32) (49) (13) (890)

Unwind of discount - 147 - - 147

Business combinations - 1,032 - 82 1,114

End of the period 6,575 11,402 279 1,163 54,612

The Group discounts provisions to their present value, where appropriate. The unwinding of the provision discounting is included
as an interest charge within finance costs in the interim condensed consolidated statement of profit or loss and other consolidated

income.
30 September 31 December
2020 2019
(unaudited) (audited)
Analysis of total provisions £000 £000
Non-current - to be utilised in more than one year 14,884 14,457
Current - to be utilised within one year 39,728 60,651
54,612 75,108
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23 Provisions (continued)
Enhanced Transfer Values (“ETV”) and run off costs provision

As explained in previous reports, certain subsidiaries within the Group have obligations to make redress payments in respect of
past pension transfer advice for which the total cost of redress was estimated to be £63.5m at 30 June 2020. In view of
uncertainties surrounding assumptions regarding average redress costs, changes in the ETV population, the proportion of cases
where advice was found to be unsuitable, variations in redress methodology and economic inputs, the Directors included a 10%
deterioration sensitivity in this estimate in their “going concern” assessment at 30 June 2020. The Directors also explained the
provision would continue to be revised based upon experience to date.

Significant progress has been made in assessing and closing outstanding cases in the period since 30 June 2020, and this experience
has resulted in the Directors revising the estimate for total redress costs to £70m, an increase of £6.5m, which is in line with the
sensitivities reported from the outset of the programme. The principal reasons for the increase have been small changes in the
redress population and higher average rates of unsuitability and settlements in the cases processed. Total redress payments to
the reporting date of £39.2m leave a provision of £30.8m at 30 September 2020 (£47.6m at 31 December 2019 and £34.5m at 30
June 2020) and since then further payments of £5.4m have been made.

Management expect the redress programme to be substantially complete by the end of 2020 with case settlements running into
the first half of 2021. In view of the progress made the level of estimation error continues to reduce but will not be eliminated
until the programme ends and accordingly the Directors consider it prudent to include up to a 5% (reduced from 15% at 31
December 2019 and 10% at 30 June 2020) deterioration in the quantum of the ETV liabilities in the Group’s latest “going concern”
assessment.

The results of case reviews will continue to be used to inform and update the provision as required.

The costs of the review activities are provided for separately within the run-off provision. The balance of the run-off provision as
at 30 September 2020 is now £1.3m, following a £1.3m increase in the quarter mainly due to a reassessment of the costs of
professional advisors over the remainder of the programme (30 June 2020: £0.7m).

LTIP, litigation matters, future renewal scheme, property, branch closures and other provisions

The Group’s Annual Consolidated Financial Statements for the year ended 31 December 2019 contains further details of these
provisions.
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24 Share capital and premium
Number of Number of
shares shares issued Ordinary Share

authorised shares premium Total
(thousands) (thousands) £000 £000 £000
At 1 January 2020 880,000 732,985 7,331 740,886 748,217
At 30 September 2020 1,800,000 856,680 8,567 1,072,496 1,081,063
At 1 January 2019 880,000 682,495 6,826 674,391 681,217
At 31 December 2019 880,000 732,985 7,331 740,886 748,217

On 29 July 2020, the Group modified the Ardonagh Group Limited Management Incentive Plan (“MIP”) by exchanging MIP shares
held by employees for a new class of share, B ordinary shares (“B Shares”). In introducing the modification, the Group has acquired
all the MIP shares previously held by employees in exchange for issuing a total of 98,873,366 B Shares, which hold no voting rights
and their value is impacted by leaver provisions that are attached to them.

There are a number of other transactions with minority shareholders that also impact the share capital of the Company (see note
12).

During the period the other capital reserve of £15.0m showing in the interim condensed consolidated statement of changes in
equity is a component of equity that represented 7,142,857 ordinary shares of £0.01 each that had not been issued but which had
been promised to Nevada 4 Midco 1 Limited. The fair value of an ordinary share was £2.10 on the date this commitment was
made. This commitment to issue capital was subsequently cancelled on 14 July 2020 as a result of the acquisition of Nevada 4
Midco 1 Limited.

25 Related party transactions

During the period, the Group purchased shares from non-controlling interests (see note 12).

The business combinations via which the Group purchased Nevada 4 Midco 1 Limited and Nevada 5 Topco Limited (see note 11)
were transacted with related parties. There were numerous sellers, but the ultimate controlling parties of the purchased
companies are also the ultimate controlling parties of the Group.

26 Subsequent events

On 1 October 2020, the Group entered into a binding commitment to grant a loan facility investment on arm’s length commercial
terms of up to £13.0m and associated commitments to a related party of the Group to fund a business combination to be made
by that related party. In connection with the agreement to grant the loan facility the Group also entered into an agreement to
provide indemnity coverage in respect of certain costs and liabilities for which the related party may become liable in relation to
that investment or otherwise incur in connection with the business combination, although these are not expected to arise on the
basis of the due diligence and business plan for the relevant business.

During October, £50.0m was drawn on the £300.0m Capex, Acquisition and Re-organisation (“CAR”) facility due 2026 to fund
acquisitions, which leaves £250.0m of the CAR facility still available.

The Group completed the purchase of other individually immaterial businesses after the reporting period, the aggregate
consideration for which was £0.4m cash and contingent consideration with a fair value of £0.7m.

On 1 November 2020, the Group sold its Milburn Insurance Brokers business and assets, which was part of the Ardonagh Advisory
segment. The consideration received was cash of £0.1m, deferred consideration of £0.3m and contingent consideration with a fair
value of £1.8m.

Ardonagh Specialty has entered into a 10-year arrangement with a business process outsourcing services specialist after the
reporting date to deliver a technology led transformation of its insurance broking services.
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OTHER UNAUDITED FINANCIAL INFORMATION

INTRODUCTION TO OTHER UNAUDITED FINANCIAL INFORMATION

Information in this section is provided to show readers the full reconciliation between Reported results disclosed in section 2,
which include acquisitions, disposals and financing transactions from the date they occur, and the alternative performance
measures. The alternative performance measures comprise the Pro Forma results, which present material acquisitions, disposals
and financing transactions as if they occurred on the first day of the prior period, and EBITDA and Adjusted EBITDA measures.
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OTHER UNAUDITED FINANCIAL INFORMATION

RECONCILIATION OF REPORTED RESULTS TO PRO FORMA FOR COMPLETED TRANSACTIONS RESULTS

FOR THE NINE MONTHS ENDED 30 SEPTEMBER 2020

Pro Forma Pro Forma Pro Forma
Ardonagh disposal acquisition debt Pro Forma
Group adjust- adjust- adjust- Ardonagh
Reported ments ments ments Group
£000 £000 £000 £000 £000
Commission and fees 504,382 - 73,088 - 577,470
Other income 13,422 - 2,915 - 16,337
Investment income 770 - 4 - 774
Salaries and associated costs (244,102) - (40,857) - (284,959)
Other operating costs (154,550) - (15,485) 4,127 (165,908)
Impairment of financial assets (5,910) - (225) - (6,135)
Depreciation, amortisation and impairment of non-financial
assets (69,267) - (7,328) - (76,595)
Fair value gain on derivatives (1,766) - - - (1,766)
Share of profit from joint venture 1,169 - - - 1,169
Share of profit from associate 333 - - - 333
Operating profit 44,481 - 12,112 4,127 60,720
Gain on disposal of subsidiary or business 162 - - - 162
Finance costs (185,986) - (10,085) 37,881 (158,190)
Finance income 930 - 461 - 1,391
Loss before tax (140,413) - 2,488 42,008 (95,917)
Tax credit 7,209 - (5,542) - 1,667
Loss for the period (133,204) - (3,054) 42,008 (94,250)
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OTHER UNAUDITED FINANCIAL INFORMATION

RECONCILIATION OF REPORTED RESULTS TO PRO FORMA FOR COMPLETED TRANSACTIONS RESULTS
FOR THE NINE MONTHS ENDED 30 SEPTEMBER 2019

Pro Forma Pro Forma Pro Forma
Ardonagh disposal acquisition debt Pro Forma
Group adjust- adjust- adjust- Ardonagh
Reported ments ments ments Group
£000 £000 £000 £000 £000
Commission and fees 485,521 - 103,307 - 588,828
Other income 16,509 - 2,144 - 18,653
Investment income 1,908 - - - 1,908
Salaries and associated costs (240,250) - (55,400) - (295,650)
Other operating costs (172,885) - (17,067) - (189,952)
Impairment of financial assets (10,530) - (394) - (10,924)
Depreciation, amortisation and impairment of non-
financial assets (72,215) - (10,104) - (82,319)
Fair value gain on derivatives (604) - - - (604)
Share of profit from joint venture 1,245 - - - 1,245
Operating profit 8,699 - 22,486 - 31,185
Adjustment to gain on disposal of associate (3,250) 3,250 - - -
Gain on disposal of business 2,494 (2,494) - - -
Finance costs (84,010) - (370) (74,908) (159,288)
Finance income 1,498 - 352 - 1,850
Loss before tax (74,569) 756 22,468 (74,908) (126,253)
Tax credit* 8,910 - (363) - 8,547
Loss for the period (65,659) 756 22,105 (74,908) (117,706)

* Restated tax credit. See footnote on the interim condensed consolidated statement of profit or loss and other comprehensive income.



OTHER UNAUDITED FINANCIAL INFORMATION

RECONCILIATION OF LOSS FOR THE PERIOD TO ADJUSTED EBITDA
FOR THE NINE MONTHS ENDED 30 SEPTEMBER 2020

Pro Forma for

Reported Completed Transactions
2020 2019 2020 2019
£000 £000 £000 £000
Loss for the period (133,204) (65,659) (94,250) (117,706)
Eliminate:
Items excluded from EBITDA
Finance costs 185,986 84,010 158,190 159,288
Tax credit (7,209) (8,910) (1,667) (8,547)
Depreciation, amortisation and impairment of non-financial
assets 69,267 72,215 76,595 82,319
Fair value loss on derivatives 1,766 604 1,766 604
Loss from disposal of non-financial assets 5,069 4,575 5,131 4,382
Foreign exchange movements 218 1,366 218 1,366
EBITDA 121,893 88,201 145,983 121,706
Eliminate:
Items excluded from Adjusted EBITDA
Transformational hires 3,619 3,966 3,619 3,966
Business transformation costs 16,669 32,093 18,528 33,465
Legacy costs 1,407 6,006 1,407 6,016
Other costs 6,569 - 7,016 -
Regulatory costs 8,238 9,342 8,238 9,342
Acquisition and financing costs 6,948 4,078 7,564 6,005
Adjustment to gain on disposal of associate - 3,250 - -
Gain on disposal of subsidiary or business (162) (2,494) (162) -
Adjusted EBITDA 165,181 144,442 192,193 180,500
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GLOSSARY OF TERMS

Acquisition and Financing Costs
Costs associated with acquiring businesses, with disposing of parts of the business, with raising additional financing (legal and accounting
advisors, rating agencies, etc.), and with a change in the value of contingent consideration (after the measurement period has ended).

Adjusted EBITDA
EBITDA after adding back Management Reconciling Items.

Adjusted EBITDA Margin
Adjusted EBITDA divided by Total Income.

Available CAR
Total undrawn CAR facility (£300.0m facility available for expenditure on capex, acquisition and re-organisation facility).

Available Cash
Total unrestricted own funds plus ETV restricted funds.

Available Liquidity
Available Cash plus Available RCF (Revolving Credit Facility) plus Available CAR facility (£300.0m facility available for expenditure on capex,
acquisition and re-organisation facility).

Available RCF
Available and undrawn RCF.

Business Transformation Costs

Costs (other than restructuring costs) incurred in transforming the legacy Towergate business, in realising synergy benefits from acquired
businesses by reorganising management and business structures and by implementing new systems and processes, in reorganising group
structures, in transforming business processes, in terminating contractual arrangements, and in driving a cost base that is the right size for
the Group.

Cash Generating Unit (CGU)
The smallest group of assets that independently generates cash inflows that are largely independent of the cash inflows from other assets
or groups of assets.

Discontinued Operation
A CGU or group of CGUs that has either: (a) been disposed of, or (b) is available for immediate sale in its present condition and its sale is
highly probable.

EBITDA

Earnings after adding back finance costs (including from 1 January 2019 effective interest on lease liabilities), tax, depreciation (including
with effect from 1 January 2019, depreciation of lease right-of-use assets), amortisation, impairment of non-financial assets, profit/loss on
disposal of non-financial assets (except for right-of-use assets in the year of transition to IFRS 16), and foreign exchange movements.

EBITDA Margin
EBITDA divided by Total Income.

Foreign Exchange Movements
Gains/losses arising on the revaluation of monetary items (debtors, creditors, cash, etc.) and on derivatives to which hedge accounting has
not been applied.

IAS 34
International Accounting Standard 34 “Interim Financial Reporting”. This standard applies when an entity prepares an interim financial
report.

IFRS
International Financial Reporting Standards.

Key Performance Indicators
Measures agreed by the Board to determine underlying business performance (Total Income, Adjusted EBITDA, EBITDA, Operating
Profit/Loss, Profit/Loss for the Period).

Legacy Costs

Non-repeatable costs arising from pre-2016 retention plan payments to key staff so as to provide long-term stability to the business, from
insurer loss ratio performance for legacy (to 2018 underwriting years inclusive) underwriting disciplines and decision making, from
settlement of historic enhanced transfer value liabilities, and from write down of legacy IBA balances and other receivable balances whilst
enhanced processes are being embedded.
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GLOSSARY OF TERMS

Management Reconciling Items
e Discontinued operations
e Restructuring costs
e Transformational hires
e Business transformation costs (other than restructuring costs)
e Regulatory costs
e Acquisition and financing costs
e Profit/loss on disposal of a business and investments (unless a discontinued operation)
e Legacy costs
e Other costs

Non-organic Growth
Growth arising from acquisitions of books of business, trades and assets, and companies.

Operating Cash Conversion
Adjusted EBITDA less working capital movement and maintenance capital expenditure, over Adjusted EBITDA.

Operating Segments

A component of the Group that engages in business activities from which it may earn revenues and incur expenses, whose operating results
are regularly reviewed by the Group’s Board to make decisions about resources to be allocated to the segment and assess its performance,
and for which discrete financial information is available.

Organic Growth
Growth adjusted to remove the impact of acquisitions, disposals, FX, hedges, back-books, accounting changes and certain one-off and
distorting items.

Other Costs
e Costs incurred in 2020 that are directly attributable to the coronavirus pandemic in that they would not otherwise have been
incurred;

e The expense arising from equity-settled and cash-settled share-based payment schemes; and
e Non-repeatable costs arising from external reviews from commercial disputes, and from other one-off events.

Pro Forma for Completed Transactions

IFRS numbers which have been adjusted to: (a) include the results of new acquisitions from the first day of the immediately preceding
comparative year, (b) remove the results and gain or loss on disposal of discontinued operations, and of other business disposals from the
current and prior year, where they have occurred prior to the end of the reporting period, and (c) reflect financing transactions as if they
had occurred on the first day of the prior year.

Regulatory Costs
Costs associated with one-off regulatory reviews and with changes in the regulatory and compliance environments.

Reported
Numbers disclosed within section 2 of this document (prepared in accordance with IFRS).

Restructuring Costs
Direct expenditures associated with a programme that is planned and controlled by management and that materially changes either: (a)
the scope of a business undertaken by Ardonagh, or (b) the manner in which that business is conducted.

Total Income
Commission and fees, other income, investment income and finance income.

Transformational Hires

e Sign-on bonuses and other non-discretionary bonuses; and

e Net losses associated with new joiners hired to drive transformational business growth to whom a capacity restriction (no insurer
to underwrite policies) or restrictive covenant applies. The net losses are calculated as the recruitment costs, sign-on bonuses, costs
of retention and salary (‘salary-related costs’) incurred during the period of the capacity restriction or covenant, or during the one
year period after the capacity restriction or covenant has ended, less the income generated by those new joiners during that period.
(If the net losses become negative, so that income generated exceeds salary-related costs, this is no longer a Management
Reconciling Item).
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