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Definitions

Term Definition

AG
Assured Guaranty Inc. (formerly, Assured Guaranty Corp., and effective August 1, 2024, successor by 
merger to AGM)

AGE Assured Guaranty (Europe) SA
AGL Assured Guaranty Ltd.
AGFP AG Financial Products Inc.

AGM
Assured Guaranty Municipal Corp. (effective as of August 1, 2024, AGM was merged with and into AG, 
with AG being the surviving entity of the merger)

AGOUS Assured Guaranty Overseas US Holdings Inc.
AG Re Assured Guaranty Re Ltd.
AGRO Assured Guaranty Re Overseas Ltd.
AGUK Assured Guaranty UK Limited
AG Services AG US Group Services Inc.
Affiliated Ceding 
Companies

AGC, AGM, AGUK and AGE

Assured Guaranty or the 
Group

AGL together with its subsidiaries

Bermuda Cost Allocation 
Agreement 

Master Services Agreement, effective as of January 1, 2026, among AG Services, Assured Guaranty (UK) 
Services Limited, AGL, AG RO, the Company and certain of its other affiliates

Bermuda Service Agreement
Amended and Restated Service Agreement among AG Services, AG Re and AGL, effective as of January 1, 
2022 (as may be amended from time to time)

Best Estimate Technical 
Provisions

Gross best estimate portion of the technical provisions value

BIG Below-investment-grade
BMA or the Authority Bermuda Monetary Authority
the Board Board of Directors
BSCR Bermuda Solvency Capital Requirement
CDS Credit default swap
CFO Chief Financial Officer
CISSA Commercial Insurers' Solvency Self-Assessment
CIT Bermuda's Corporate Income Tax Act of 2023
CMBS Commercial mortgage-backed securities
Code of Conduct Insurance Code of Conduct issued by the Bermuda Monetary Authority
Commonwealth of Puerto 
Rico Puerto Rico or the Commonwealth
the Court Supreme Court of the State of New York
Companies Act Bermuda Companies Act 1981, as amended
The Company AG Re together with its subsidiaries
debt service scheduled principal or interest payment
ECM Economic capital model
ECR Enhanced capital requirement
ETA Economic transition adjustment
Expense Load Present value of projected future operating expenses
FCR Financial condition report
Federal District Court of 
Puerto Rico United States District Court of the District of Puerto Rico
First Circuit United States Court of Appeals for the First Circuit 
Fitch Fitch Ratings Inc.
FOMB Financial Oversight and Management Board

FOMB PREPA PLAN
On February 16, 2024, the FOMB filed with the Federal District Court of Puerto Rico its most recent plan of 
adjustment for PREPA, the Modified Fourth Amended Title III Plan of Adjustment

GAAP Accounting Principles Generally Accepted in the United States of America

GHG Greenhouse gas
GPO Gross par outstanding
the Group Service 
Agreement

Third Amended and Restated Service Agreement, effective as January 1, 2020 (as may be amended from 
time to time)

IG Investment Grade
Insurance Act Bermuda Insurance Act 1978, as amended, and related rules and regulations
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Insurance Securitizations
Transactions, including life insurance transactions, where obligations are secured by the future earnings from 
pools of various types of insurance/reinsurance policies and income produced by invested assets

IT Information Technology
KRIs Key risk indicators
LAE Loss adjustment expense
MFA Puerto Rico Municipal Finance Agency
Moody’s Moody’s Investors Service Inc.
MSM Minimum Margin of Solvency
NPO Net par outstanding
PREPA Puerto Rico Electric Power Authority
PREPA RSA PREPA restructuring support agreement executed in May 2019
PRHTA Puerto Rico Highways and Transportation Authority
PRIFA Puerto Rico Infrastructure Financing Authority
PROMESA Puerto Rico Oversight, Management, and Economic Stability Act
PVP Present Value of New Business Production
Rating Agencies S&P, Moody’s or Fitch
RMBS Residential Mortgage-Backed Securities
RVI Residual Value Insurance
S&P S&P Global Ratings, a division of Standard & Poor's Financial Services LLC
Solvency Regulations BMA's Insurance (Prudential Standards) (Class 4 and 3B Solvency Requirement) Rules
Standard Formula Standard formula to calculate the Bermuda Solvency Capital Requirement provided by the BMA
U.K. United Kingdom
U.S. United States of America
USD U.S. Dollars
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EXECUTIVE SUMMARY

This Financial Condition Report has been prepared in accordance with the Bermuda Insurance (Public Disclosure) 
Rules 2015 and sets out information on the business and financial performance of the Company, its system of governance, risk 
profile, valuation of assets and liabilities for solvency purposes and capital management as of December 31, 2025. The 
Bermuda Insurance (Public Disclosure) Rules 2015 prescribe the structure of the document and the information required to be 
reported in each section. 

Principal Activities

AG Re is wholly owned by AGL, a Bermuda-based holding company that provides, through its operating subsidiaries, 
credit protection products to the U.S. and non-U.S. public finance (including infrastructure) and structured finance markets. 

AG Re is incorporated with limited liability under the Companies Act and is licensed as a Class 3B Insurer under the 
Insurance Act. AG Re owns AGOUS, a Delaware corporation, which owns the entire share capital of a Bermuda reinsurer, 
AGRO. AGRO was also incorporated with limited liability under the Companies Act and is licensed as a Class 3A Insurer and a 
Class C Long-Term Insurer under the Insurance Act. AGRO owns AG Intermediary Inc., a New York company. AGRO 
maintains certified reinsurer status granted by the Missouri Department of Insurance.

AG Re and AGRO write business as reinsurers of third-party primary insurers and as reinsurers/retrocessionaires of 
certain affiliated companies. Under a reinsurance agreement, the reinsurer, in consideration of a premium paid to it, agrees to 
indemnify another insurer, called the ceding company, for part or all of the liability of the ceding company under one or more 
insurance policies that the ceding company has issued. The Company reinsures financial guaranty insurance contracts under 
quota share and excess of loss reinsurance treaties and, through AGRO, provides certain other types of insurance and 
reinsurance. 

AG Re underwrites financial guaranty reinsurance. Financial guaranty insurance protects holders of debt instruments 
and other monetary obligations from defaults in scheduled payments. If an obligor defaults on a scheduled payment due on an 
obligation, including debt service, the insurer is required under its unconditional and irrevocable financial guaranty to pay the 
amount of the shortfall to the holder of the obligation. The Company provides financial guaranty reinsurance under quota share 
and excess of loss treaties. The Company’s affiliates, AG, AGUK and AGE, account for all of the new financial guaranty 
assumed reinsurance business.

AGRO also guarantees specialty business with risk profiles similar to those of its structured finance exposures written 
in financial guaranty form. Specialty business includes, for example, diversified real estate, insurance reserve financings and 
securitizations, pooled corporate obligations and RVI transactions.

On January 21, 2026, Assured Guaranty announced its entry into the annuity reinsurance market through the 
acquisition of Warwick Re Limited, a Bermuda-based life and annuity reinsurer that it subsequently renamed Assured Life 
Reinsurance Ltd. (Assured Life Re). Assured Guaranty expects that, for certain of Assured Life Re’s reinsurance exposure, 
Assured Life Re’s obligations to the ceding life and annuity insurers will be covered by a guaranty issued by AGRO.

The financial information in this report is presented on a U.S. GAAP consolidated basis in USD.

Ratings

The obligations insured or reinsured by the Company are generally awarded ratings on the basis of the financial 
strength ratings given to the Company by major securities rating agencies. As of April 29, 2026 the Company has been assigned 
an insurance financial strength rating of AA with a stable outlook from S&P.

Business and Performance

Underwriting performance 

During 2025 the Company reinsured approximately $10.7 billion (2024: $8.6 billion) of gross par and exposure written 
related to financial guaranty insurance and several specialty transactions, generating PVP of $101.5 million (2024: $113.5 
million).
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Net earned premiums were $96.7 million in 2025 (2024: $96.4 million), increasing year on year primarily as a result of 
higher scheduled net earned premiums on the financial guaranty insurance and specialty lines of business, offset by lower 
accelerations from refundings and terminations in 2025 compared to 2024.

Loss and loss adjustment expense was $0.4 million in 2025 (2024: benefit of $2.3 million). In 2025 there were 
recoveries on certain insurance securitization exposures offset by higher losses related to certain U.S. public finance exposures 
and in 2024 deterioration related to non-U.S. public finance was more than offset by improvements in structured finance, 
including U.S. RMBS and insurance securitization exposures.

Net income for the year was $124.6 million (2024: $98.5 million) increasing due primarily to increased earned 
premium, as mentioned above, as well as realized gains on credit derivative policies.

The Company's in-force portfolio by sector as at December 31, 2025 is shown in the table below.

Insured and reinsured portfolio summaries

Financial Guaranty 
Portfolio Summary

As of December 31, 2025 As of December 31, 2024

GPO

Ceded to 
Non-Affiliated 

Reinsurers NPO GPO

Ceded to 
Non-Affiliated 

Reinsurers NPO
(in thousands)

Public finance $ 60,230,527 $ — $ 60,230,527 $ 56,196,959 $ — $ 56,196,959 
Structured finance  5,570,796  500,000  5,070,796  4,995,113  400,000  4,595,113 

Total $ 65,801,323 $ 500,000 $ 65,301,323 $ 61,192,072 $ 400,000 $ 60,792,072 
IG (1) $ 63,869,168 $ 500,000 $ 63,369,168 $ 58,865,980 $ 400,000 $ 58,465,980 
BIG (1) $ 1,932,155 $ — $ 1,932,155 $ 2,326,092 $ — $ 2,326,092 

____________________
(1) Ratings on the Company’s insured portfolio reflect its internal ratings.

Specialty Business
Portfolio Summary

As of December 31, 2025 As of December 31, 2024
Gross Exposure Net Exposure Gross Exposure Net Exposure

(in thousands)

Diversified real estate $ 2,008,034 $ 2,008,034 $ 2,004,252 $ 2,004,252 
Insurance reserve financings and securitizations  1,536,502  1,217,780  1,449,456  1,126,618 
Pooled corporate obligations  876,300  876,300  867,600  867,600 
Aircraft residual value insurance  146,925  86,671  146,925  86,671 

Investment performance

The total investment return for 2025 was $53.6 million (2024: $53.4 million). The Company’s investments are 
typically held to maturity, therefore the preferred measure of investment return is book yield, which was approximately 4.7% at 
December 31, 2025.

System of Governance

The Company's Board has overall responsibility for directing and controlling the activities of the Company which 
includes the establishment and oversight of its system of governance. The Board and management of the Company are 
committed to high standards of corporate governance and have placed significant focus on the establishment and maintenance 
of a comprehensive and effective governance framework. Integral to this framework are the functions overseen by the Board 
that perform the day-to-day operations of the Company and implement policies, procedures, guidelines and limits approved by 
the Board.
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The Company's risk management and compliance functions are responsible for managing risks and are supplemented 
by an independent (outsourced) Internal Audit function which provides assurance over the operation of the risk management 
framework, including the Company's internal control framework.

The Company's governance and risk management framework is described in more detail in Section ii, Governance 
Structure and Section iii, Risk Profile.

Risk Profile

The most significant risk to which the Company is exposed remains underwriting risk. The Company's tolerance for 
risk is established within its Risk Appetite Statement. Risk exposures are controlled and monitored under the Risk Management 
Framework, which ensures a continuous process of risk identification, measurement, monitoring, management and reporting. 
The Company's risks and how those risks are addressed are described in more detail in Section iii, Risk Profile.

Valuation for Solvency Purposes

Under the Solvency Regulations all assets and liabilities are required to be valued on a basis that reflects their fair 
value. The excess of the Company's assets over liabilities within its economic balance sheet as at December 31, 2025 was $1.4 
billion. Net assets as reported within the Company's U.S. GAAP financial statements were $1.2 billion. The adjustments made 
to U.S. GAAP shareholder's equity to derive solvency capital are set out below.

Summary of Adjustments to U.S. GAAP balance sheet
As of 

December 31, 2025
As of 

December 31, 2024

(in thousands)
Shareholder's equity under U.S. GAAP $ 1,169,982 $ 1,087,474 
Disallowed items (prepayments)  (448)  (623) 
Adjustment to net best estimate provision & discounting  395,932  428,651 
Risk Margin  (138,237)  (66,422) 
Deferred tax adjustment (1)  (63,566)  (68,463) 
Solvency capital under Solvency Regulations $ 1,363,663 $ 1,380,617 

(1) In 2024 and 2025, the Company has reflected the impact of the Bermuda CIT on its economic balance sheet and deferred 
taxes per an updated instruction from the BMA.

Further details of the Company's valuation of assets, technical provisions and other liabilities under the Solvency 
Regulations are described in more detail in Section iv, Solvency Valuation.

Capital Management

A primary objective of the Company's capital management is to ensure sufficient capital resources to meet the 
Company's regulatory capital requirements.

The Company’s regulatory solvency coverage ratio decreased to 438.6% as of December 31, 2025 (2024: 553.6%). 
Solvency capital decreased slightly during the year. However, the ECR increased substantially primarily due to an increase in 
Non-Life Underwriting Risk, which was driven by the transition towards the year end 2024 BSCR rules.
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Summary of ECR and MSM 

As of December 31, 2025 As of December 31, 2024

(in thousands)
Eligible Capital to meet the ECR $ 1,363,663 $ 1,380,617 
ECR $ 310,880 $ 249,378 
ECR Ratio  438.6 %  553.6 %
Eligible Capital to meet the MSM $ 1,363,880 $ 1,380,617 
MSM $ 77,720 $ 62,345 
MSM Ratio  1,754.9 %  2,214.5 %

All of the Company’s eligible capital was categorized as Tier 1.

The Company's eligible capital and solvency capital requirements are described in more detail in Section v, Capital 
Management.
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i. BUSINESS AND PERFORMANCE 

This section of the FCR provides information about the Company's business, its structure and financial performance.

The Company prepares its financial statements in accordance with U.S. GAAP. The information on financial 
performance provided in this section is therefore presented on a U.S. GAAP basis, unless otherwise stated.

a. Name of Insurer 

 AG Re was incorporated in 1996 under the Companies Act as a Bermuda exempted company limited by shares. AG 
Re is licensed as a Class 3B Insurer under the Insurance Act.

The registered office of the Company is:
Clarendon House
2 Church Street
Hamilton HM 11
Bermuda

b. Supervisors 

The Company's insurance supervisor at the Bermuda Monetary Authority is:

Gregory Bell
Assistant Director, Insurance 
Bermuda Monetary Authority
BMA House
43 Victoria Street
Hamilton
Bermuda
Phone:  441-295-5278
Email:  gbell@bma.bm

The Company's group insurance supervisor is:

Maryland Insurance Administration
200 St. Paul Place, Suite 2700
Baltimore, Maryland 21202
United States of America
Attention:  Lynn Beckner, Associate Commissioner, Financial Regulation
Phone:  410-468-2126
Email:  lynn.beckner@maryland.gov

c. Approved Auditor 

The  Company's approved auditor is:

Statutory Reporting
PricewaterhouseCoopers Ltd.
P. O. Box HM 1171
Hamilton HM EX
Bermuda

GAAP Reporting
PricewaterhouseCoopers LLP
300 Madison Avenue
New York, New York 10017
United States of America
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d. Ownership Details 

AG Re is a direct, wholly-owned subsidiary of AGL, a Bermuda-based holding company, which was organized in 
2003. AGL's common shares are publicly traded on the New York Stock Exchange and are registered with the U.S. Securities 
and Exchange Commission.

e. Group Structure 

The abbreviated organizational chart below shows the position of the Company within the Group.

f. Insurance Business Written by Business Segment and by Geographical Region

The Company writes financial guaranty and other lines of reinsurance and insurance.

Financial Guaranty Business

The Company’s outstanding exposure consists primarily of reinsurance of financial guaranty contracts written in 
insurance form. The Company also insures and reinsures some financial guaranty contracts that are in credit derivative form, 
including CDS. Whether written directly or assumed, the Company considers credit derivative contracts to be financial guaranty 
contracts. The Company also writes specialty business that is consistent with its risk profile and benefits from its financial 
guaranty underwriting experience.

The Company seeks to limit its exposure to losses by underwriting obligations that it views to be investment grade at 
inception, diversifying its insured portfolio across sector and geography and, in the structured finance portfolio, generally 
requires subordination or collateral to protect it from loss. Reinsurance may be used in order to reduce net exposure to certain 
insured transactions.

Public finance obligations assumed by the Company primarily consist of general obligation bonds supported by the 
taxing powers of U.S. state or municipal governmental authorities, as well as tax-supported bonds, revenue bonds and other 
obligations supported by covenants from state or municipal governmental authorities or other municipal obligors to impose and 
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collect fees and charges for public services or specific infrastructure projects. The Company also includes within public finance 
obligations those obligations backed by the cash flow from leases or other revenues from projects serving substantial public 
purposes, including utilities, toll roads, healthcare facilities and government office buildings. The Company also includes 
within public finance obligations similar obligations issued by U.S. and non-U.S. sovereign and sub-sovereign issuers and 
governmental authorities.

Structured finance obligations assumed by the Company are generally issued by special purpose entities and backed by 
pools of assets having an ascertainable cash flow or market value or other specialized financial obligations. The Company’s 
specialty business not executed in financial guaranty form has risk profiles similar to those of its structured finance exposures 
written in financial guaranty form.

Financial Guaranty
Portfolio Summary

As of December 31, 2025 As of December 31, 2024

GPO

Ceded to 
Non-Affiliated 

Reinsurers NPO GPO

Ceded to 
Non-Affiliated 

Reinsurers NPO
(in thousands)

Public finance $ 60,230,527 $ — $ 60,230,527 $ 56,196,959 $ — $ 56,196,959 
Structured finance  5,570,796  500,000  5,070,796  4,995,113  400,000  4,595,113 

Total $ 65,801,323 $ 500,000 $ 65,301,323 $ 61,192,072 $ 400,000 $ 60,792,072 
IG (1) $ 63,869,168 $ 500,000 $ 63,369,168 $ 58,865,980 $ 400,000 $ 58,465,980 
BIG (1) $ 1,932,155 $ — $ 1,932,155 $ 2,326,092 $ — $ 2,326,092 

____________________
(1) Ratings on the Company’s insured portfolio reflect its internal ratings.

Financial Guaranty
Exposure by Geographical Area

As of December 31, 2025 As of December 31, 2024
Country / State GPO NPO GPO NPO

(in thousands)

Public finance:
U.K. $ 11,688,530 $ 11,688,530 $ 11,505,844 $ 11,505,844 
California  7,985,544  7,985,544  7,982,305  7,982,305 
Texas  6,057,833  6,057,833  5,408,455  5,408,455 
New York  4,331,032  4,331,032  3,803,204  3,803,204 
Pennsylvania  3,999,266  3,999,266  3,852,330  3,852,330 
Other (1)  26,168,322  26,168,322  23,644,821  23,644,821 
Total public finance  60,230,527  60,230,527  56,196,959  56,196,959 

Structured finance (2)  5,570,796  5,070,796  4,995,113  4,595,113 
Total $ 65,801,323 $ 65,301,323 $ 61,192,072 $ 60,792,072 

____________________
(1) The GPO and NPO of the Company’s exposure to Puerto Rico was $165.9 million as of December 31, 2025 and 

$182.4 million as of December 31, 2024 (see below). The exposure was internally rated BIG.
(2) Primarily all structured finance exposure is in multiple states that cannot be broken out by individual state.

Thames Water

As of December 31, 2025, the Company assumed £0.6 billion (or $0.8 billion) of net par outstanding of Thames Water 
Utilities Finance PLC (Thames), a BIG rated U.K. regulated utility. The ceding companies, as part of the Thames senior Class 
A creditor group, continues to engage the Water Services Regulation Authority (the governmental body responsible for the 
economic regulation of the privatized water and sewage industry in England and Wales, or Ofwat), His Majesty’s Treasury and 
other members of the U.K. Government in restructuring negotiations, and are taking other actions to work out this insured 
credit. The first scheduled principal payment that comes due under the Company’s Thames exposure is in 2047. The ceding 
companies are actively working to mitigate losses and reduce risk. Although uncertainty remains, the Thames creditors and 
Ofwat are engaged in discussions regarding a comprehensive settlement to restructure and recapitalize Thames.
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European Renewable Energy and U.K. Student Accommodation Transactions

As of December 31, 2025, the Company had insured net par of €140.4 million (or $164.9 million) related to BIG 
European renewable energy transactions that are experiencing operational strain, and £78.8 million (or $106.2 million) in BIG 
U.K. student accommodation transactions that are experiencing weak occupancy rates and financial strain.

U.S. Healthcare

Certain BIG healthcare exposures are experiencing rising labor costs due to competition for labor and shortages in 
certain markets. Additionally, inflation has increased the cost of medical supplies, medical equipment and pharmacy products, 
while U.S. hospitals with large Medicaid and Medicare payor mixes have not seen reimbursement levels keep pace with rising 
costs and may be further impacted by recent cuts to Medicaid funding that will go into effect in 2026 and 2027. The combined 
revenue and expense challenges have led to cash flow and liquidity stress in certain transactions.

Puerto Rico

All of the Company’s exposure to the Commonwealth of Puerto Rico (Puerto Rico or the Commonwealth) and its 
various authorities and public corporations is assumed reinsurance and rated BIG. Puerto Rico net par and net debt service 
outstanding as of December 31, 2025 were $165.9 million and $201.8 million respectively, compared with net par and net debt 
service outstanding as of December 31, 2024 of $182.4 million and $226.9 million, respectively.

Defaulting Puerto Rico Exposure

As of December 31, 2025, the Company’s only unresolved outstanding reinsured Puerto Rico exposure subject to a 
payment default was PREPA. As of December 31, 2025, the Company’s PREPA net par and debt service outstanding were 
$141.3 million and $167.1 million, respectively. As of December 31, 2024, the Company’s PREPA net par and debt service 
outstanding were $154.3 million and $187.2 million, respectively. The PREPA bonds are secured by a lien on the net revenues 
of the electric system. The default of PREPA’s obligations has been the subject of restructuring negotiations, mediation and 
litigation since 2014.

Puerto Rico Litigation
 

Currently, there are numerous legal actions relating to defaults by PREPA on debt service payments and related 
matters and AG is a party to a number of them. AG has taken legal action, and may take additional legal action in the future, to 
enforce its rights with respect to the remaining Puerto Rico obligations which AG insures. In addition, the Commonwealth, the 
Financial Oversight and Management Board (FOMB) established under the Puerto Rico Oversight, Management, and 
Economic Stability Act (PROMESA) and others have taken legal action naming AG as a party.

Certain legal actions involving AG and relating to defaults by the Commonwealth and its authorities and public 
corporations were resolved in 2022. The remaining proceedings relate to PREPA’s default, including two recently active 
proceedings and a number of proceedings that remain stayed pending the U.S. District Court for the District of Puerto Rico’s 
(Federal District Court of Puerto Rico) determination on a plan of adjustment and disclosure statement, as described below.

PREPA – Current Proceedings

Lien Challenge Adversary Proceeding and Appeal.  On March 22, 2023, the Federal District Court of Puerto Rico held 
that the PREPA bondholders had perfected liens only in revenues that had been deposited in the sinking fund established under 
the PREPA trust agreement and related funds over which the bond trustee had control but did not have a lien on future revenues 
until deposited in those funds. The Federal District Court of Puerto Rico also held, however, that PREPA bondholders do have 
recourse under the PREPA trust agreement in the form of an unsecured net revenue claim. At that time, the Federal District 
Court of Puerto Rico declined to value the unsecured net revenue claim or the method for its determination. The ultimate value 
of the claim, according to the Federal District Court of Puerto Rico, should be determined through a claim estimation 
proceeding.

On June 26, 2023, the Federal District Court of Puerto Rico issued an opinion and order estimating the unsecured net 
revenue claim to be $2.4 billion as of July 3, 2017. Subject to their appeal of the Federal District Court of Puerto Rico’s ruling 
on the scope of lien, PREPA bondholders had sought an unsecured net revenue claim of approximately $8.5 billion.
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On November 28, 2023, the Federal District Court of Puerto Rico finally adjudicated all claims and counterclaims in 
the PREPA lien challenge adversary proceeding.

On November 30, 2023, AG filed a notice of appeal with the U.S. Court of Appeals for the First Circuit (First Circuit) 
for portions of the March 22, 2023 decision, including the lien scope ruling and the need for a claim estimation proceeding, as 
well as the June 26, 2023 claim estimation ruling. On June 12, 2024, the First Circuit held that bondholders have a claim against 
PREPA for the full principal amount of the bonds, plus matured interest, that there was no need for a claim estimation 
proceeding because the PREPA bonds specify the amount that PREPA legally owes bondholders, and that the claim is secured 
by PREPA’s net revenues, including future net revenues.

The FOMB asked the First Circuit to reconsider its determination that bondholders’ security interest in future net 
revenues is perfected twice, once on June 26, 2024, and again on November 27, 2024. In both instances, the First Circuit upheld 
its determination, with the most recent decision published on December 31, 2024.

PREPA Litigation Stay and Motion for Relief from the Litigation Stay. In July 2024, the Federal District Court of 
Puerto Rico entered a global stay of all PREPA-related litigation in the District Court. In February 2025, AG and certain other 
PREPA bondholders moved for relief from that litigation stay. In March 2025, the Federal District Court of Puerto Rico granted 
relief from the litigation stay to permit discrete PREPA-related litigation to go forward.

Bondholders’ Administrative Expense Claim. First, the Federal District Court of Puerto Rico ordered the parties to 
propose an agreed proposal or competing proposals for a litigation schedule for resolving certain key issues related to PREPA 
bondholders’ claims, including determining whether the bondholders’ perfected lien described above includes collateral used 
for PREPA’s administrative expenses, prior to a further plan confirmation hearing. If the bondholders succeed in establishing 
that their perfected lien includes collateral used for PREPA’s administrative expenses, PREPA would be required under the 
U.S. Bankruptcy Code to pay such claims in full in cash prior to exiting bankruptcy. On March 13, 2025, the parties submitted 
competing proposals. At an Omnibus Hearing held on March 19, 2025, the Federal District Court of Puerto Rico indicated that 
it would allow the bondholders, including AG, to litigate an administrative expense claim based on PREPA’s post-petition use 
of the bondholders’ collateral and that the parties could revisit the possibility of litigating other key issues at a later time. On 
November 24, 2025, the parties submitted to the Federal District Court of Puerto Rico a joint status report for the administrative 
expense claim. On December 9, 2025, the Federal District Court of Puerto Rico ordered a schedule to finalize the scope of 
discovery production for the administrative expense claim but deferred setting a schedule for expert discovery and evidentiary 
proceedings; a briefing on outstanding issues related to the discovery production was completed on February 6, 2026. On 
March 16, 2026, the Federal District Court of Puerto Rico denied the bondholders’ administrative expense claim motion purely 
on legal grounds. The bondholders timely appealed the Federal District Court of Puerto Rico’s decision such appeals are 
currently pending before the First Circuit with briefing to occur over the next few months.

Reinstated Accounting Counterclaim. On March 30, 2026, AG and certain other bondholders sought relief from the 
Federal District Court of Puerto Rico’s litigation stay with respect to their counterclaim for an equitable accounting cause of 
action to recover net revenues that had been wrongfully diverted from debt service since the beginning of the Title III case. On 
April 13, 2026, the Federal District Court of Puerto Rico issued an order indicating that it was inclined to lift the litigation stay 
to permit the bondholders to pursue such counterclaim. The parties submitted a report and discovery plan on April 18, 2026, 
which included competing proposals and schedules for litigating the counterclaim, including the scope and timing of relevant 
discovery.

Financial Oversight and Management Board for Puerto Rico

In August 2025, the FOMB announced that the U.S. administration terminated six of its seven board members. On 
September 18, 2025, three of the terminated board members sued the U.S. administration for reinstatement, alleging that they 
had been unlawfully terminated without cause and that their offices are a form of property protected by due process. On 
October 3, 2025, the Federal District Court of Puerto Rico granted the plaintiffs’ request for a preliminary injunction. On 
December 2, 2025, the U.S. administration filed a notice of appeal of the preliminary injunction to the First Circuit. 
Subsequently, the U.S. administration requested a stay pending the U.S. Supreme Court’s decision in Trump v. Cook, a case 
involving related questions of the powers of the U.S. President to terminate a member of the Federal Reserve Board of 
Governors; the requested stay was unopposed and granted on December 30, 2025. Oral arguments in the Trump v. Cook case 
were heard on January 21, 2026, with a decision expected to follow by the end of the U.S. Supreme Court’s current term in late 
June or early July 2026.
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Mediation

On July 10, 2024, the Federal District Court of Puerto Rico ordered the FOMB and bondholders to resume mediation 
and instituted a 60-day stay of all PREPA litigation, subsequently extending mediation and the litigation stay several times. 
Following the Omnibus Hearing held on March 19, 2025, the Federal District Court of Puerto Rico partially lifted the PREPA 
litigation stay and indicated that the PREPA litigation stay otherwise remains in place for the time being. The Federal District 
Court of Puerto Rico most recently extended the term of mediation through October 1, 2026.

Plan of Adjustment, Disclosure Statement and Related Stayed Proceedings

The FOMB filed an initial plan of adjustment and disclosure statement for PREPA with the Federal District Court of 
Puerto Rico on December 16, 2022. On November 17, 2023, the Federal District Court of Puerto Rico approved a supplemental 
disclosure statement (Supplemental Disclosure Statement) relating to the PREPA plan of adjustment filed by the FOMB (as 
amended or modified from time to time). On February 16, 2024, the FOMB filed with the Federal District Court of Puerto Rico 
the Modified Fourth Amended Title III Plan of Adjustment (Fourth FOMB PREPA Plan). The Supplemental Disclosure 
Statement and the Fourth FOMB PREPA Plan are based on the PREPA fiscal plan certified by the FOMB on June 23, 2023. 
The confirmation hearing for the Fourth FOMB PREPA Plan occurred in March 2024. At the end of the hearing, the Federal 
District Court of Puerto Rico stated that it was taking the confirmation of the Fourth FOMB PREPA Plan under advisement. As 
directed by the Federal District Court of Puerto Rico, the FOMB filed on March 28, 2025 its Fifth Amended Title III Plan of 
Adjustment and related Disclosure Statement for informational purposes of the parties. The Plan of Adjustment remains before 
the Federal District Court of Puerto Rico with no schedule for any confirmation proceedings in anticipation that a revised Plan 
will be submitted.

The following proceedings involving AG, the Company’s ceding insurer, and relating to the default by PREPA remain 
stayed in the Federal District Court of Puerto Rico pending its determination on a plan of adjustment and disclosure statement:

• AG motion to compel the FOMB to certify the PREPA restructuring support agreement executed in May 2019 
(PREPA RSA) for implementation under Title VI of PROMESA.

• AG motion to dismiss PREPA’s Title III Bankruptcy proceeding or, in the alternative, to lift the PROMESA 
automatic stay to allow for the appointment of a receiver.

• Adversary complaint by certain fuel line lenders of PREPA against AG, among other parties, including various 
PREPA bondholders and bond insurers, seeking, among other things, declarations that there is no valid lien 
securing the PREPA bonds unless and until such lenders are paid in full, as well as orders subordinating the 
PREPA bondholders’ lien and claims to such lenders’ claims, and declaring the PREPA RSA null and void.

• AG motion to intervene in a lawsuit by the retirement system for PREPA employees against, among others, the 
FOMB, PREPA, the Commonwealth, and the trustee for PREPA bondholders seeking, among other things, 
declarations that there is no valid lien securing the PREPA bonds other than on amounts in the sinking funds, and 
order subordinating the PREPA bondholders’ lien and claim to the PREPA employees’ claims.

Non-Defaulting Puerto Rico Exposure

As of December 31, 2025 and December 31, 2024, the Company had approximately $11.1 million and $14.6 million, 
respectively, of remaining non-defaulting Puerto Rico net par outstanding related primarily to the Puerto Rico Municipal 
Finance Agency (MFA). The MFA exposures are secured by a lien on local tax revenues and remain current on debt service 
payments.

12



Specialty Business

The Company, through AGRO, also guarantees specialty business with risk profiles similar to those of its structured 
finance exposures written in financial guaranty form.

Specialty Business
As of December 31, 2025 As of December 31, 2024

Gross Exposure Net Exposure Gross Exposure Net Exposure
(in thousands)

Diversified real estate (1) $ 2,008,034 $ 2,008,034 $ 2,004,252 $ 2,004,252 
Insurance reserve financings and securitizations  1,536,502  1,217,780  1,449,456  1,126,618 
Pooled corporate obligations  876,300  876,300  867,600  867,600 
Aircraft RVI  146,925  86,671  146,925  86,671 

____________________
(1) Excess-of-loss guaranty of a minimum amount of billed rent on a diversified portfolio of real estate properties with an 

internal rating of AAA that matures in 2044. This guaranty is accounted for in accordance with Accounting Standards 
Codification 460, Guarantees.

All exposures in the table above are rated IG, except for aircraft RVI gross and net exposure of $5.3 million as of both  
December 31, 2025 and December 31, 2024.

PVP (New Business)

PVP, the Company’s key non-GAAP metric for new business production, is defined as gross upfront and installment 
premiums received and the present value of gross estimated future installment premiums and fees, on contracts written in the 
current year, discounted at the approximate average pre-tax book yield of fixed-maturity securities purchased during the prior 
calendar year. The Company believes PVP is a useful measure for management and other users of the financial statements 
because it enables the evaluation of the value of new business production by the Company by taking into account the value of 
estimated future installment premiums on all new contracts underwritten in a reporting period.

New Business Written
Year Ended December 31,

2025 2024

Sector

Gross 
Exposure 
Written PVP

Number of 
Transactions

Gross 
Exposure 

Written (1) PVP
Number of 

Transactions
(in thousands, except number of transactions)

Financial guaranty $ 10,496,047 $ 92,981  1,664 $ 7,225,124 $ 97,674  1,012 
Specialty Business  200,000  8,557  1  1,384,222  15,799  5 

Total $ 10,696,047 $ 101,538  1,665 $ 8,609,346 $ 113,473  1,017 
____________________
(1) Represents gross par written for financial guaranty insurance and gross exposure written for several specialty 

transactions, including diversified real estate.
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g. Performance of Investments & Material Income & Expenses for the Reporting Period

The table below presents the results of operations of the Company on a consolidated basis.

Consolidated Statements of Operations
Year Ended December 31,
2025 2024

(in thousands)

Revenues
Net earned premiums $ 96,677 $ 96,363 
Net investment income  55,304  53,955 
Net realized investment gains (losses)  (1,706)  (576) 
Fair value gains (losses) on credit derivatives  17,831  6,831 
Foreign exchange gains (losses) on remeasurement  15,455  (5,329) 
Change in assumed funds held with affiliates  4,473  7,926 
Other income (loss)  10,083  4,102 

Total revenues  198,117  163,272 
Expenses
Loss and LAE (benefit)  356  (2,329) 
Amortization of deferred acquisition costs  26,500  27,440 
Employee compensation and benefit expenses  16,855  12,962 
Other operating expenses  9,632  9,420 

Total expenses  53,343  47,493 
Income (loss) before income taxes and equity in earnings (losses) of investees  144,774  115,779 
Equity in earnings (losses) of investees  2,168  1,047 
Income before income taxes  146,942  116,826 
Provision (benefit) for income taxes  22,379  18,360 
Net income $ 124,563 $ 98,466 

Material Income and Expenses

The Company’s main sources of income relate to investment income and earned premiums on its outstanding book of 
business and the majority of the Company’s expenses relate the amortization of deferred acquisition costs.

On December 27, 2023, the Government of Bermuda enacted a corporate income tax at the rate of 15% which applies 
for accounting periods starting on or after January 1, 2025. The enactment of the corporate income tax regime required the 
Company to recognize Bermuda deferred taxes for the first time in the fourth quarter of 2023. An economic transition 
adjustment (ETA) equal to the difference between the fair market value and the carrying value of assets and liabilities of AG Re 
and AGRO as of September 30, 2023 resulted in the establishment of a deferred tax asset and corresponding benefit of $188.8 
million reported in the fourth quarter of 2023 consolidated statements of operations. On December 11, 2025, the Government of 
Bermuda amended the CIT Act and in particular the computation of the ETA. The Company recognized a deferred tax benefit 
of $33.7 million related to these changes. The Company began utilizing the ETA deferred tax asset in 2025 and expects to 
continue to realize it over approximately 10 to 15 years, consistent with the expected reversal pattern of the underlying 
components. As of December 31, 2025, the remaining ETA deferred tax asset was $207.2 million. Refer to Section iv, Solvency 
Valuation for how the deferred tax asset is valued in the economic balance sheet.

Investments

The Company’s investment strategy focuses on establishing a highly liquid, diversified investment portfolio of high 
credit quality managed by an external investment manager. Investments are typically held to maturity, therefore, the Company’s 
preferred measure of investment return is book yield, which was approximately 4.7% at December 31, 2025.

The portfolio primarily consists of fixed-maturity securities and short-term investments. The overall duration of the 
investment portfolio at December 31, 2025 was 4.2 years (2024: 4.5 years) and the average credit quality was A+ (2024: A+).
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The following tables present the investment portfolio by asset class, contractual maturity, and return.

Investment Portfolio
by Asset Class

As of December 31, 2025 As of December 31, 2024

Asset Class
Estimated 
Fair Value

Weighted 
Average Credit 

Rating(1)
Estimated 
Fair Value

Weighted 
Average Credit 

Rating(1)
(in thousands)

Fixed-maturity securities:
Corporate securities $ 623,376 A- $ 614,218 A
Obligations of state and political subdivisions  245,959 AA  263,587 AA
RMBS  180,899 AA+  181,255 AA+
CMBS  24,467 AA+  34,043 AAA
Asset-backed securities  27,885 BBB  43,106 BBB+
U.S. government and agencies  10,312 AA+  16,992 AA+
Non-U.S. government securities  229 AA  221 AA

Total fixed-maturity securities  1,113,127 A  1,153,422 A+
Short-term investments  142,519 AAA  92,437 AAA

Total fixed-maturity and short term investment 
portfolio $ 1,255,646 A+ $ 1,245,859 A+

____________________
(1) Ratings in the table above represent the lower of the Moody’s and S&P classifications. The Company’s portfolio 

consists primarily of high-quality, liquid instruments.

Distribution of Fixed-Maturity Securities
by Contractual Maturity
As of December 31, 2025

Estimated 
Fair Value

(in thousands)

Due within one year    $ 56,589 
Year two  120,383 
Year three  58,020 
Year four  47,999 
Year five  89,012 
Due after five years through 10 years  261,695 
Due after 10 years  274,063 
RMBS  180,899 
CMBS  24,467 

Total $ 1,113,127 
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Investment Return
Year Ended December 31,
2025 2024

(in thousands)

Investment income:
Fixed-maturity securities:
Corporate securities $ 28,519 $ 25,714 
Obligations of state and political subdivisions  10,479  9,567 
RMBS  8,323  6,938 
CMBS  962  1,520 
Asset-backed securities  1,887  3,337 
U.S. government and agencies  579  624 
Non-U.S. government securities  10  10 

Total fixed-maturity securities  50,759  47,710 
Short-term investments  4,484  6,214 
Interest income from loan receivable from affiliate  1,000  1,000 

Gross investment income  56,243  54,924 
Investment expenses and charges  (939)  (969) 

Net investment income  55,304  53,955 
Net realized investment gains (losses)  (1,706)  (576) 

Total investment return $ 53,598 $ 53,379 

As of December 31, 2025, the Company had one equity method investment in a managed fund with a carrying value of 
$7.7 million. The unfunded commitment related to this managed fund was $3.3 million as of December 31, 2025.

Net Earned Premiums

Net earned premiums were $96.7 million in 2025 (2024: $96.4 million), increasing year on year primarily as a result of 
higher scheduled net earned premiums on the financial guaranty insurance and specialty lines of business, offset by lower 
accelerations from refundings and terminations in 2025 compared to 2024. The breakdown is as follows:

Net Earned Premiums
Year Ended December 31,

2025 2024
(in thousands)

Financial guaranty insurance:
Scheduled net earned premiums $ 75,252 $ 66,172 
Accelerations from refundings and terminations  6,138  13,174 
Accretion of discount on net premiums receivable  10,368  9,481 

Financial guaranty insurance net earned premiums  91,758  88,827 
Specialty net earned premiums  4,919  7,536 

Net earned premiums $ 96,677 $ 96,363 

Change in Assumed Funds Held with Affiliates

Change in assumed funds held with affiliates relates primarily to the assumed portion of the Affiliated Ceding 
Companies’ net realized investment gains (losses) and fair value gains (losses) on trading securities associated with salvage 
received by the Affiliated Ceding Companies in the form of investments from the resolutions of certain Puerto Rico exposures 
in 2022.
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Expenses

Loss and loss adjustment expense was $0.4 million in 2025 (2024: benefit of $2.3 million). In 2025 there were 
recoveries on certain insurance securitization exposures offset by higher losses related to certain U.S. public finance exposures 
and in 2024 deterioration related to non-U.S. public finance was more than offset by improvements in structured finance, 
including U.S. RMBS and insurance securitization exposures.

h. Any Other Material Information

Guaranty

AG Re unconditionally and irrevocably guarantees the due, complete and punctual payment of all obligations and 
liabilities of AGRO (the “Guaranteed Obligations”). The holders of the Guaranteed Obligations are made third-party 
beneficiaries and may directly claim upon and enforce the obligations of AG Re under such guaranty as provided therein. 
AGRO has not made any demand to AG Re under this guaranty.
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ii. GOVERNANCE STRUCTURE 

This section of the FCR describes the principal components of the Company's management and governance structure, 
including its risk management processes.

a. Board and Senior Executive 

 i. Board and Senior Executive Structure, role, responsibilities and segregation of responsibilities. 

AG Re's affairs are managed by its Board and officers in Bermuda in accordance with the Code of Conduct and AG 
Re's Bermuda Operating Guidelines. The Code of Conduct requires Bermuda insurers to establish and maintain a 
comprehensive corporate governance and risk management framework and to be able to evidence the same, based generally on 
a principle of proportionality. The Board has the ultimate responsibility for the sound and prudent governance and oversight of 
the Company. The Board is responsible for ensuring that AG Re's business (along with its corporate governance policies and 
practices) is effectively directed, managed and conducted in a sound and prudent manner, with integrity, due care and the 
professional skills that are relative to the nature, scale and complexity of its business. 

The Board is responsible for setting appropriate strategies and policies, and for providing suitable prudential oversight 
of AG Re's risk management and internal controls framework. In carrying out their duties, AG Re's directors will act in 
accordance with all relevant and applicable legislative and regulatory rules, including the Insurance Act and the Companies Act, 
in particular, as well as with AG Re's own Bermuda Operating Guidelines and constitutional framework (e.g., its bye-laws). 

The Board generally convenes quarterly at AG Re's office in Bermuda and on an ad hoc basis as required. 

The members of the Board are comprised of members of senior management of AG Re or AGL, or other qualified 
individuals, in each case, who have been appointed by AGL, in its capacity as the sole member of AG Re in accordance with 
AG Re's and AGL's Bye-Laws. 

The directors and officers of, and other appointed persons providing services to, AG Re are detailed below:

Directors

Robert Bailenson
Gary Burnet
Ling Chow (Non-executive Deputy Chair)
Stephen Donnarumma
Dominic Frederico (Non-executive Chair) 
Darrin Futter
Jorge A. Gana
Holly Horn
Benjamin Rosenblum
Walter Scott 

Officers

Conyers Corporate Services (Bermuda) Limited  Secretary
Gary Burnet      President
Darrin Futter      Vice President and Financial Controller
Coenraad Scheepers     Vice President, Underwriting 
Serena Smith      Vice President, Surveillance

Principal Representative

Gary Burnet

Loss Reserve Specialist

Daniel Jaeger 
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Chief Information Security Officer

Sherman Tsui

Privacy Officer

Dana Damiani

Additionally, the Board has established and maintains oversight over a Loss Reserve Committee responsible for setting 
the technical provisions and reserve risk for the Company; a Risk Management Committee responsible for identifying and 
assessing risks in the Company’s insured portfolio, including primarily approving internal ratings and surveillance categories 
for transactions written by the Company; and a Credit Committee to implement standards, controls, guidelines and procedures 
for the evaluation of, and to evaluate and approve, all transactions proposed to be entered into by the Company, in a manner 
consistent with its Risk Appetite Statement.

 ii. Remuneration Policy 

The description of the remuneration policy contained herein applies (i) to employees of AG Re, and (ii) employees of 
the Group and other affiliates in the Group, including those employees who serve as directors of the Board and as the Principal 
Representative and Loss Reserve Specialist of AG Re. Directors and officers of AG Re who are not employees of AG Re or of 
affiliates within the Group are entitled to receive a fixed fee.

As noted above, AG Re's affairs are managed by its Board and officers in Bermuda. The Company also contracts with 
affiliates to provide certain administrative support services. Group employees providing such services to the Company are 
compensated in accordance with the Group’s remuneration philosophy. 

The Group's remuneration philosophy is grounded in the concept of attracting and retaining talented and experienced 
business leaders who can drive financial and strategic growth objectives intended to build long-term shareholder value in a 
manner consistent with the Group’s risk parameters. The Group's remuneration policy is designed with the guiding principles 
of:

• pay for performance by providing an incentive for exceptional performance and the possibility of reduced 
compensation for underperformance,

• accountability for short and long-term performance,
• alignment to shareholder interests, and 
• retention of highly qualified and successful employees.

The remuneration policy is designed to assess performance, using pre-established measures of success that are tied to 
the Group’s (including the Company's) key business strategies. The policy encourages balanced performance, measured relative 
to financial and non-financial goals as well as measures of shareholder value, and discourages excessive risk taking or undue 
leverage by avoiding too much emphasis on any one metric or on short-term results.

The Group’s remuneration policy rewards the performance of its senior leadership team, who are directly responsible 
for operational results, with a higher proportion of variable and performance-based compensation than it rewards lower-level 
executives. The policy employs a mix of variable at-risk compensation with different time horizons and payout forms to 
provide an incentive for both annual and long-term sustained performance, in order to maximize shareholder value in a manner 
consistent with the Group’s risk parameters. Most of the remuneration of the Company’s directors and most senior personnel 
consists of variable incentive compensation, in the form of an annual cash incentive as well as long-term equity compensation.   

In developing its remuneration philosophy, the Group worked to identify areas of risk or potential for unintended 
consequences that could exist in the design of the philosophy and evaluated the incentive plans relative to enterprise risks. The 
Group believes that its remuneration philosophy is designed and administered with the appropriate balance of risk and reward in 
relation to the overall business strategy and does not encourage executives to take unnecessary or excessive risks that could 
have a material adverse impact on the Group and its subsidiaries, including the Company.

Remuneration consists of three principal elements: base salary, cash incentive remuneration and long-term incentive 
compensation. The Company's remuneration policy is structured with upside potential for superior achievements, but also the 
possibility of reduced remuneration if individuals are unable to successfully execute group strategies or meet their business or 
regulatory obligations. The Chief Executive Officer of the Group, certain other officers of the Group and those individuals with 
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a title of managing director or above who report directly to the Chief Executive Officer are subject to a recoupment (clawback) 
policy pursuant to which certain of their remuneration may be rescinded or recouped if such person engages in misconduct, 
there is a material restatement of the Group’s financial statements or such remuneration is calculated based on objectively 
quantifiable performance goals, and the achievement of those goals is later determined to have been overstated.

iii. Pension or Early Retirement Schemes for Members, Board and Senior Employees

The Company participates in defined contribution retirement plans maintained by AGL, which are available to eligible 
full-time employees upon hire. Bermuda national employees are required to contribute 5% of their eligible compensation into 
the Bermuda Retirement Plan which are matched by the Company at a rate of 100%. Bermuda national employees may also 
contribute an additional 1% of their eligible compensation into the International Retirement Plan which are matched by the 
Company at a rate of 100%. International employees based in Bermuda may contribute up to 6% of their eligible compensation 
into the International Retirement Plan which are matched by the Company at a rate of 100%. The Company also makes a core 
contribution of 6% of the employee’s eligible compensation to the International Retirement Plan, regardless of whether the 
employee otherwise contributes to the plan. Employees become fully vested in Company contributions after one year of service, 
as defined in the plans. The Company recognized defined contribution expenses of $0.3 million and $1.1 million for the years 
ended December 31, 2025 and December 31, 2024, respectively.

The Company's U.S. affiliate, AG Services, also maintains defined contribution retirement plans. Employees of AG 
Services who serve as directors of, or other appointed persons providing services to, the Company are entitled to participate in 
AG Services' retirement plans. AG Services maintains a savings incentive plan, which is qualified under Section 401(k) of the 
Internal Revenue Code for U.S. employees. The savings incentive plan is available to eligible full-time employees upon hire. 
Eligible participants could contribute a percentage of their eligible compensation subject to U.S. Internal Revenue Service (IRS) 
limitations. AG Services’ matching contribution is an amount equal to 100% of each participant’s contributions up to 7% of 
such participant’s eligible compensation, subject to IRS limitations. Certain eligible participants may also contribute a 
percentage of eligible compensation over the IRS limitations to a nonqualified supplemental executive retirement plan. AG 
Services’ matching contribution in the nonqualified plan is an amount equal to 100% of each participant’s contributions up to 
6% of participant’s eligible compensation above the IRS limitations for the qualified plan. AG Services also makes core 
contributions of 7% of the participant’s eligible compensation to the qualified plan, subject to IRS limitations, regardless of 
whether the employee otherwise contributes to the plan, and a core contribution of 6% of the participant’s eligible 
compensation above the IRS limitations for the qualified plan to the nonqualified plan for eligible employees. Employees 
become fully vested in AG Services contributions to the qualified and nonqualified plans after one year of service, as defined in 
the plan (or upon reaching age 65 for the nonqualified plan, if earlier).

Neither the Company nor any other member of the Group provides any supplementary pension or retirement schemes 
for non-Group employees who serve as members of the Board or Company officers or other representatives.

 iv. Shareholder Controllers, Persons who Exercise Significant Influence, the Board or Senior Executive 
Material Transactions 

In accordance with AGL’s bye-laws, if AGL is required or entitled to vote at a general meeting of AG Re, AGL’ 
directors must refer the matter to the shareholders of AGL and seek authority from AGL's shareholders for AGL’s 
representative or proxy to vote in favor of the resolution proposed by AG Re. AGL’s directors must cause AGL’s representative 
or proxy to vote AGL’ shares in AG Re pro rata to the votes received at the general meeting of AGL and AGL’s Board has a 
discretionary power under AGL’s bye-laws to resolve any ambiguity in this regard.
 

In 2025, the Company paid dividends of $80.0 million.

AG Re and its parent, AGL, are parties to the Bermuda Service Agreement. AG Re’s affiliate, AG Services, a 
Delaware corporation, acts as the payroll company and employer for U.S. personnel, and the central, dedicated service provider 
within the Group. Under the Bermuda Service Agreement, AG Services’ employees make certain services available to AG Re 
and AGL, as applicable and as needed and requested by such companies, including, but not limited to, insurance, investor 
relations, actuarial, data collection and analysis, claims related services, legal, information technology, human resources, 
accounting, tax, financial reporting, regulatory and investment planning services. In addition, AGL employees make certain 
services available to AG Services and AG Re as applicable and as needed and requested by such companies, including, but not 
limited to, executive management, general corporate strategy, risk management and investor relations services. Expenses under 
the Bermuda Service Agreement are allocated directly where appropriate and, where not appropriate, based upon an allocation 
of employee time and corresponding office overhead. The agreement also provides for quarterly settlements and an express 
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right of offset with regard to amounts owing between parties under the Bermuda Service Agreement and other agreements 
between such parties. AG Re allocates a portion of the rent to its parent company, AGL.

The Company is also party to the Bermuda Cost Allocation Agreement, which, in pertinent part, provides for the 
allocation by the Company, to certain of its affiliates, of the applicable portion of (i) all cash and non-cash compensation paid to 
certain of the Company’s employees for time spent in respect of their role as director, officer or statutory functionholder of such 
affiliates; and (ii) office rent and overhead expenses.  The Bermuda Cost Allocation Agreement provides for quarterly 
settlements and an express right of offset with regard to amounts owing between parties under the Bermuda Cost Allocation 
Agreement and other agreements between such parties.

b. Fitness and Propriety Requirements 

i. Fit and Proper Process in assessing the Board and Senior Executives 

In connection with AG Re's annual general meeting, AG Re assesses the fitness and propriety of all of its Board 
members, officers, Principal Representative and Loss Reserve Specialist to confirm, prior to their appointment or 
reappointment, that all such individuals possess appropriate qualifications and experience to perform their designated role(s) 
and responsibilities.  

 ii. Board and Senior Executives Professional Qualifications, Skills and Expertise 

AG Re ensures that all Board members and executive officers possess the characteristics set out below, and therefore 
are able to provide competent and prudent management through their professional qualifications, knowledge, experience and 
integrity.

• relevant qualifications and experience for each position,
• sound judgment,
• understanding of the financial guaranty and other relevant insurance businesses,
• honesty and integrity,
• a good reputation,
• competency and capacity to perform key functions, and
• financial soundness.

Below are details of the Board and executive officer qualifications, skills and experience: 

Dominic J. Frederico has been a director of AGL since its 2004 initial public offering, and the President and Chief 
Executive Officer of AGL since  December 2003. Mr. Frederico served as Vice Chairman of ACE Limited from 2003 until 
2004 and served as President and Chief Operating Officer of ACE Limited and Chairman of ACE INA Holdings, Inc. from 
1999 to 2003. Mr. Frederico was a director of ACE Limited from 2001 through May 2005. From 1995 to 1999 Mr. Frederico 
served in a number of executive positions with ACE Limited. Prior to joining ACE Limited, Mr. Frederico spent 13 years 
working for various subsidiaries of the American International Group. His last position at the group was Senior Vice President 
and Chief Financial Officer of AIG Risk Management. Mr. Frederico currently serves as a Director and Chair of the Board of 
AG Re and AGRO.

Robert A. Bailenson has been the Chief Operating Officer of AGL since January 1, 2024. Mr. Bailenson has been with 
Assured Guaranty and its predecessor companies since 1990. Mr. Bailenson was Chief Financial Officer of AGL from June 
2011 through December 2023. Prior to that, Mr. Bailenson became Chief Accounting Officer of AG in 2003, of AGL in May 
2005, and of AGM in July 2009, and served in such capacities until May 2019. He was Chief Financial Officer and Treasurer of 
AG Re from 1999 until 2003 and was previously the Assistant Controller of Capital Re Corp., the Company's predecessor. Mr. 
Bailenson currently serves as a Director of AG Re and AGRO, as well as Chief Operating Officer of AGRO.

Benjamin G. Rosenblum has been Chief Financial Officer of AGL since January 1, 2024. Prior to that, Mr. 
Rosenblum was Chief Actuary of AGL from 2021 through December 2023, and also Chief Actuary of AGM (until its merger 
with and into AG) and AG from December 2010 to October 2024. He joined Assured Guaranty in 2004, responsible for the loss 
reserve function at AGRE and AGRO, later assuming the same responsibilities at AGUK and AGE. He became a Senior 
Managing Director in 2015, and has been in charge of accounting and financial reporting since 2019.

Ling Chow has been General Counsel and Secretary of AGL since January 1, 2018. She is responsible for legal affairs 
and corporate governance at the Company, including its litigation and other legal strategies relating to distressed credits, and its 
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corporate, compliance, regulatory and disclosure efforts. She is also responsible for the Assured Guaranty's human resources 
function. Ms. Chow began her tenure at the Company in 2002 as a transactional attorney, working on the insurance of 
structured finance and derivative transactions. She previously served as Deputy General Counsel and Assistant Secretary of 
AGL from May 2015 and as Assured Guaranty's U.S. General Counsel from June 2016. Prior to that, Ms. Chow served as 
Deputy General Counsel of Assured Guaranty's U.S. subsidiaries in several capacities from 2004. Before joining Assured 
Guaranty, Ms. Chow was an associate at various law firms in New York, where she was responsible for transactional work 
associated with public and private mergers and acquisitions, venture capital investments, and private and public securities 
offerings. Ms. Chow currently serves as a Director and Deputy Chair of the Board of AG Re and AGRO, and also serves as the 
General Counsel and Assistant Secretary of AGRO.

Gary Burnet has been President of AG Re and AGRO since August 2012, and prior to that he served as the Managing 
Director - Chief Credit Officer of AG Re from 2006 until his appointment as President. Mr. Burnet also served as the Vice 
President - Risk Management and Operations of AG Re from 2002 to 2005. Prior to joining Assured Guaranty, Mr. Burnet’s 
previous experience included two years at ACE Asset Management, where he was Investment Officer with responsibility for 
developing and modeling the ACE group’s consolidated investment and insurance credit risk. Prior to ACE Asset Management, 
he was an Assistant Vice President-Investments at ACE Bermuda. Mr. Burnet trained as a Chartered Accountant with 
Geoghegan & Co. CA from 1993 to 1996 in Edinburgh, Scotland and also worked as an audit senior for Coopers & Lybrand 
from 1996 to 1998 in Bermuda. Mr. Burnet currently serves on the Board of Directors and as President as well as the Principal 
Representative of AG Re and AGRO.

Jorge A. Gana has been Chief Risk Officer of AGL and Chair of the U.S. Risk Management and Portfolio Risk 
Management Committees since January 1, 2023. Prior to that, Mr. Gana served as Deputy Chief Risk Officer of AGM and AG. 
Mr. Gana joined Assured Guaranty in 2005 as a Director in structured finance. Over the years, Mr. Gana has held a number of 
positions at Assured Guaranty, including Managing Director, Structured Finance at AG, Senior Managing Director of Workouts 
and Government & Corporate Affairs at AGM and AG, and chair of AGM's and AG's Workout Committees.  Prior to joining 
Assured Guaranty, Mr. Gana served as a Director of Global Commercial Asset Securitization for XLCA (now Syncora). Prior 
to XLCA, Mr. Gana worked at Natexis Banques Populaires (now Natixis) and at Banco Santander in global capacities dealing 
with credit and risk, managing investment portfolios, originating complex transactions, and issuing repackaged debt.  Mr. Gana 
currently serves on the Board of Directors of AG Re and AGRO.

Holly L. Horn has been Chief Surveillance Officer of AGL and AG since January 2022. Prior to that, Ms. Horn served 
as AGM’s and AG’s Chief Surveillance Officer, Public Finance where she was responsible for ongoing surveillance, 
monitoring and loss mitigation of municipal risks insured by the Company across all sectors of the municipal market. She 
joined AGM in 2003 as a director in the health care underwriting group, where she was responsible for analyzing and 
recommending the insurability of health care credits. She also served as a director in AGM’s health care surveillance group. 
Ms. Horn began her public finance career at Inova Health System, a nationally ranked integrated health care delivery system, 
and subsequently served as a senior manager for the national health care strategy practice at Ernst & Young. Ms. Horn currently 
serves on the Board of Directors of AG Re and AGRO.

Stephen Donnarumma was appointed as a director of AG Re on September 11, 2012. Mr. Donnarumma has been the 
Chief Credit Officer of AG since 2007, of AGM from 2009 until its merger with and into AG in 2024. Mr. Donnarumma joined 
Assured Guaranty in 1993 and has held a number of positions over the years, including Deputy Chief Credit Officer of AGL, 
Chief Operating Officer and Chief Underwriting Officer of AG Re, Chief Risk Officer of AG, and Senior Managing Director, 
Head of Mortgage and Asset-backed Securities of AG. Prior to joining Assured Guaranty, Mr. Donnarumma was with Financial 
Guaranty Insurance Company from 1989 until 1993, where his responsibilities included underwriting domestic and 
international financial guaranty transactions. Prior to that, he served as a Director of Credit Risk Analysis at Fannie Mae 
from 1987 until 1989. Mr. Donnarumma was also an analyst with Moody’s from 1985 until 1987. Mr. Donnarumma currently 
serves as a Director of AG Re and AGRO.

Darrin Futter was elected Financial Controller of AG Re and AGRO in 2007 and appointed as a director of AG Re 
and AGRO on May 27, 2021. Prior to joining Assured Guaranty, he worked for Deloitte Ltd. in the Bermuda office and worked 
as a consultant to AG Re. Mr. Futter has worked in various senior audit roles with Ernst and Young LLP in the U.S. and KPMG 
in Zimbabwe, where he completed his Articles of Clerkship in 2000. He holds a Bachelor of Accounting Science (Hon.) degree 
from the University of South Africa and is also a Chartered Accountant and a member of the Institute of Chartered Accountants 
of Zimbabwe.

Walter A. Scott was the Chairman of the AGL Board of Directors from May 2005 until his retirement in May 2013, 
and a director of AGL from 2004 through 2013. Mr. Scott was Chairman, President and Chief Executive Officer of ACE 
Limited (ACE) from 1991 until his retirement in 1994, and President and Chief Executive Officer of ACE from 1989 to 
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1991. Subsequent to his retirement he served as a consultant to ACE until 1996. Mr. Scott was a director of ACE from 1989 
through May 2005.  Prior to joining ACE, Mr. Scott was President and Chief Executive Officer of Primerica's financial services 
operations. Mr. Scott currently serves as the Chairman of the Board of Wachusett Brewing Company, Inc. and was also the 
Chairman of Vermont Hard Cider Company, LLC from 2003 until 2012, when that company was sold. Mr. Scott is an Emeritus 
Trustee of Lafayette College and a founding trustee of the Bermuda Foundation for Insurance Studies. Mr. Scott currently 
serves as an independent non-executive member of the Board of Directors of AG Re and AGRO.

c. Risk Management and Solvency Self-Assessment 

Risk Management 

The Board plays a critical role in enterprise risk management. The Board is responsible for addressing the linkage 
between risk, capital planning and business decisions. The Board oversees the creation and maintenance of the Risk Universe, 
Risk Appetite Statement and CISSA, the ECM and the design of stress and sensitivity testing. Regular CISSA reporting keeps 
management and its Board continually aware of the information needed to develop informed business strategy and capital 
management plans, as well as to refine the Company’s risk appetite to reflect actual or potential capital constraints.  

The Risk Management function, which is responsible for the operational aspects of risk management, follows the 
framework set out below in executing its responsibilities.

1. The Risk Universe

The Company's CISSA process begins with a complete assessment of the Company's universe of risks. The Risk 
Management function works with business unit leaders to ensure that all known risks are identified, and to assess the relative 
importance of these risks and the most effective ways to measure them. The results of the risk identification process are 
documented in the Company’s Risk Universe which provides, for each risk, the risk indicators or drivers; the likelihood of the 
risk occurring and its impact, both as an inherent risk and a residual risk, i.e., after consideration of controls and risk mitigants 
in place at the Company to minimize the risk; and the area responsible for the risk. The Risk Universe is updated by the Risk 
Management function annually. The Risk Universe is subject to review, challenge and approval by the Board.

2. The Risk Appetite Statement

The Company’s Risk Appetite Statement describes the types of risks the Company is willing to accept and sets forth 
risk tolerances as appropriate. The Risk Appetite Statement prohibits the execution of certain kinds of transactions and sets 
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certain portfolio concentration limits. The risk management function updates the Risk Appetite Statement annually, and it is 
subject to review, challenge and approval by the Board.

3. The Key Risk Indicators

The CISSA process includes a series of KRIs, which are measured quarterly, that were developed in consultation with 
the business unit managers throughout the Company to ensure that they both properly capture the Company’s material risks as 
set forth in the Risk Universe and use effective techniques for risk measurement. The KRIs are prioritized by the likelihood of 
the risk occurring over the Company’s business planning horizon or beyond, and the potential severity of the impact that each 
risk would have on the Company if it were to occur. The Company reviews and updates its KRIs at least annually to ensure that 
they continue to provide a relevant, appropriate and comprehensive assessment of the Company's risk.

4. CISSA Capital Requirement & ECM

To calculate what it believes to be its true economic risk for its CISSA, the Company calculates its own internal 
CISSA capital requirement. The CISSA capital requirement employs a model created by the Company, its ECM, to measure its 
key risk: underwriting risk. The Company’s ECM was designed to measure the Company’s underwriting risk, by calculating 
projected stress losses across the portfolio in a 1-in-200 lifetime loss scenario (the 99.5% lifetime value-at-risk). The CISSA 
capital requirement uses the Standard Formula for calculation of its less material risks: market & liquidity risks and operational 
risks. 

The Risk Management function is responsible for the design, testing, validation and implementation of the Company’s 
CISSA capital requirement, including its ECM. In designing parameters and assumptions for the ECM, Risk Management 
consulted with senior managers throughout the Company (and its ceding companies). At the time of initial design, and from 
time to time and after material methodology changes, the ECM has been validated by an outside consulting firm, finding that 
the core methodology appeared sound and broadly in line with industry practices for credit economic capital modeling. 
Periodically, Risk Management works with senior managers in the Company to re-evaluate and update the CISSA capital 
requirement and ECM to ensure that they continue to satisfactorily address the Company’s key risks.

5. CISSA Report

The Company documents the results of its management activities described above in its CISSA report, the main 
vehicle the Company uses to inform management and the Board about all reasonably foreseeable and relevant material risks to 
the Company, both quantitative and qualitative. The CISSA is intended to provide a complete picture of the Company's risk 
profile and capital adequacy relative to these risks; present the overall solvency needs and solvency condition of the Company 
taking into account its risk profile, risk appetite and business strategy; and demonstrate ongoing compliance with internal and 
regulatory capital requirements. The Company produces its CISSA annually, and presents it to senior management and the 
Board, and examines the CISSA framework and related components at least annually to ensure that they continue to properly 
identify and assess the Company’s risks. 

d. Internal Controls 

The Company has put in place an effective internal control system. The Company's control framework is based upon 
five key components:

• Control environment - the overall culture is established by the Company's management and its key governance 
functions. The Assured Guaranty Group's Code of Ethics establishes standards by which the Company's directors, 
management and all personnel providing services to the Company, must abide and sets the tone for how personnel 
supporting the Company should conduct themselves. The Code of Ethics is available at www.assuredguaranty.com/
about-us/governance. The Code of Ethics is designed to discourage personnel from engaging in activities that could 
jeopardize the Company's business and reputation. The Company and the Assured Guaranty Group have established a 
suite of entity level control processes to contribute to the establishment of an appropriate control environment;

• Risk assessment - each function identifies the key risks relevant to their business objectives and related processes. This 
allows management to implement controls where needed;

• Control activities - control activities are the actions that individuals are required to undertake to implement and operate 
the Company's internal controls to appropriately mitigate the identified risks. The effectiveness of the design and 
operation of internal controls is the responsibility of the control owners and management;
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• Information and communication - information on risk and risk assessments is routinely shared within the business. 
Management utilizes information from both internal and external sources and assessments to support the functioning of 
the system of internal control, which includes the results of control effectiveness assessments; and

• Monitoring - the monitoring of risks and controls is primarily the responsibility of the control owners. The Internal 
Audit function is also responsible for assessing the effectiveness of the Company's internal controls and reporting to 
the Board on the effectiveness of the internal control environment.

i. Internal Control System 

Financial Reporting Internal Controls

• The Company’s annual financial statements are produced by the finance team, with support from the financial 
reporting team under the Group Service Agreement. The production process incorporates review for completeness and 
accuracy by senior management. The financial statements are subsequently reviewed by the Company's management 
prior to being presented to the Company’s Board for final approval.

• Management maintains internal controls over the preparation of information contained in this report. A Disclosure 
Committee reviews the Company's Financial Condition Report prior to approval by the Company’s Board and filing.

• The persons responsible for these controls attest that they have properly executed these controls each reporting period.
• Members of the Group's management independently review the execution of the Group's internal controls and report to 

the Group Board on the results of their testing.

 Vendor Management Controls

• The Group has a vendor management policy that ranks vendors in terms of level of risk, and requires, for higher risk 
vendors, an annual review of internal control reports from those vendors. 

 Outsourcing Controls

• All of AG Re’s outsourcing arrangements are reviewed on an annual basis by the Board and more frequently if 
required. Any new Group or third party outsourcing arrangements, or changes to existing Group or third party 
outsourcing arrangements, are reviewed and approved by AG Re's management and/or the Board, as appropriate. 

IT Controls

The Company purchases IT services from its affiliate, AG Services, via the Bermuda Service Agreement and as a 
result utilizes the Group infrastructure, applications, data and services. The IT policies and procedures for the Company follow 
the Group policies and procedures as described in the IT Systems Governance Policy. IT system controls cover areas including:

• Roles and responsibilities
• Physical security
• Network security
• Access control
• Data center operations
• Employee use
• Testing 
• Project management

A combination of preventive and detective controls are used to ensure the integrity, availability and confidentiality of 
IT systems. 

ii. Compliance Function 

Due to the relatively small size of the Company, the Company does not have a separate compliance department whose 
sole remit is monitoring compliance-related activities. The compliance function is carried out by the Company's President and 
Financial Controller, with oversight by the Group's General Counsel and the Group's Chief Compliance Officer and ultimately 
the Board. The compliance process is established on a project-by-project basis or topic-by-topic basis using Group personnel 
with applicable experience and outside advisors, as appropriate.
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The Group's General Counsel and the Group's Chief Compliance Officer are independent from any business or 
operational unit. The Group's General Counsel and the Group's Chief Compliance Officer report to the Board at its quarterly 
meetings. 

The principal activities of the compliance function are as follows:

• Developing and implementing policies, procedures and processes designed to ensure compliance with the risk 
management framework, legal and ethical conduct, applicable laws, rules, and standards;

• Advising the Board on compliance with applicable laws and regulations and assessing the possible impact of new laws 
and regulations on the Company.

• Ensuring that new regulatory rules and internal guidelines are communicated to the affected business areas and 
providing guidance to those business areas in respect of such requirements.

• Monitoring compliance with the Company’s policies, procedures and process and reporting compliance violations or 
significant issues raised during the year. 

• Maintaining an open dialog with the BMA, and other applicable regulators, and submitting the appropriate information 
to those regulators, including notice of matters that are of concern to the regulators.

• Promoting a corporate culture of compliance and integrity and developing a mechanism for employees to report 
confidentially concerns regarding compliance deficiencies and breaches. 

• Implementing a training program for Company personnel on compliance issues and ensuring that all relevant personnel 
complete training on their regulatory roles and responsibilities, and on compliance with applicable laws and 
regulations, on a regular basis (including anti-money laundering and anti-bribery/corruption training).

• Assessing, together with the internal audit function, the adequacy and effectiveness of the Company’s compliance 
controls.

The Group's General Counsel and the Group's Chief Compliance Officer work with the Internal Audit function to 
develop an internal audit plan that addresses, as appropriate, compliance by the Company with internal policies and procedures. 
The Internal Audit function is responsible for monitoring compliance with internal strategies, processes and reporting 
procedures. Refer to Section ii.e Internal Audit for additional information. The Company’s compliance program also is 
integrated with the Group's compliance program, which includes (i) providing the Group’s Chief Compliance Officer with an 
inventory of all filings due by the Company throughout the year and reporting compliance violations or significant issues raised 
during the year; and (ii) monitoring and reporting to the Group’s Chief Compliance Officer new and/or revised laws, rules, 
regulations or other requirements coming into effect or being proposed that are or may be applicable to the Company or that 
could otherwise impact the Company’s business. These items are reviewed and significant issues are discussed on a quarterly 
basis at Group compliance meetings and reported to the Board, as appropriate. 

e. Internal Audit 

The primary responsibility of the Internal Audit function is to provide the Board with an independent and objective 
analysis and appraisal of the efficiency and effectiveness of the Company’s governance, operations and internal control 
systems, the accuracy of financial reporting, and compliance with applicable laws and regulations.

The Internal Audit function is segregated and staffed by persons independent from operational functions, including 
risk management, compliance, underwriting, actuarial, claims and finance.

The Internal Audit function’s duties include:

• Developing and maintaining clearly defined charters, roles and responsibilities that are reviewed and acknowledged by 
the Board regularly;

• Establishing, documenting and executing the internal audit plan;
• Assessing the adequacy and effectiveness of the Company’s governance, risk management policies, procedures, and 

controls;
• Identifying areas for improvement; and
• Reporting findings to the Board, and evaluating and monitoring the implementation of recommendations.

The internal audit plan takes into consideration the Company’s nature, scale and complexity. The internal audit plan is 
reviewed and approved annually by the Board. 

The Company has outsourced its Internal Audit function to an international public accounting firm. Internal Audit has 
unrestricted access to all areas and property of the organization, including personnel records, records held by third-party service 
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providers, and also reports directly to the Board. All employees are required to assist the Internal Audit function in fulfilling 
their duty.

f. Actuarial Function 

AG Re’s Actuarial Function is supported by the Loss Reserve Specialist, who provides actuarial services to AG Re 
pursuant to the Bermuda Service Agreement. The Loss Reserve Specialist’s responsibilities include:

• proposing loss reserves to the Loss Reserve Committee,
• coordinating the calculation and review of Technical Provisions and Risk Margin,
• reviewing assumptions, methods, and data used in modeling,
• contributing to risk modeling, and
• identifying and proposing recommendations regarding any deficiencies in the above areas.

 The Loss Reserve Specialist:

• is a Fellow of the Casualty Actuarial Society and a member of the American Academy of Actuaries,
• is a member in good standing with and has satisfied the continuing education requirements for both societies as of 

December 31, 2025, 
• is a CFA Charterholder; and
• holds relevant experience to evaluate the Technical Provisions for business written by AG Re.

g. Outsourcing 

 i. Outsourcing Policy and Key Functions that have been Outsourced 

Given the relatively small size of its operations and the desire to ensure the efficiency and effectiveness of its 
operations, the Company has determined that certain functions and processes should be outsourced to an affiliate company or 
third parties. 

All of AG Re’s outsourcing arrangements are reviewed on an annual basis by the Board and more frequently if 
required. Any new Group or third party outsourcing arrangements, or changes to existing Group or third party outsourcing 
arrangements, are reviewed and approved by AG Re's management and/or the Board, as appropriate.

 
Third-Party Outsourcing Arrangements

Investment Management

AG Re outsources the management of its fixed maturity and short term investment portfolio to third party investment 
managers under a mandate designed to support the highest possible ratings, manage credit risk, ensure ample liquidity to cover 
losses in a stress scenario and maximize income. The investment managers manage AG Re’s investment portfolio in accordance 
with the investment guidelines approved by AG Re’s Board. For more information on the 'prudent person principle' see Section 
iii.b Market Risk.

Internal Audit

The Company outsources the Internal Audit function to an international public accounting firm. Refer to Section ii.e 
Internal Audit Function above for additional information.

 ii. Material Intra-Group Outsourcing 

As described in Section ii.a.ii Remuneration Policy and Section ii.a.iv Shareholder Controllers, Persons who Exercise 
Significant Influence, the Board or Senior Executive Material Transactions above, AG Re’s affairs are managed by its Board 
and officers in Bermuda. In addition, the Company contracts with its affiliate to provide certain administrative support services. 
The Company is a party to service agreements with AG Services pursuant to which AG Services makes available to the 
Company certain services, including actuarial, marketing, claims handling, surveillance, legal, compliance, corporate 
secretarial, information technologies, human resources, accounting, tax, financial reporting and investment planning 
services. The costs charged to the Company for the provision of these services are determined based upon an allocation of 
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employee time and corresponding office overhead. Employees of AG Services that are performing administrative services for 
AG Re are not empowered to make underwriting or other decisions on behalf of AG Re or to bind AG Re in any way. 

h. Any Other Material Information 

There is no other material information.
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iii. RISK PROFILE 

This section of the FCR provides information on the material risks faced by the Company. The Company categorizes 
these risks into five areas: underwriting risk, market risk, credit risk, liquidity risk and operational risk. All key risks are 
captured within the Company’s Risk Universe along with the internal control and other actions designed to mitigate these risks. 
Key risks are monitored via the use of key risk indicators and the Company’s CISSA, which forms an integral part of the risk 
management framework.

a. Underwriting Risk

The Company’s most material risk is underwriting risk. The Company underwrites financial guaranty reinsurance 
under quota share and excess of loss treaties and other types of insurance and reinsurance that have risk profiles similar to its 
structured finance business. Under a reinsurance agreement, the reinsurer, in consideration of a premium paid to it, agrees to 
indemnify another insurer, called the ceding company, for part or all of the liability of the ceding company under one or more 
insurance policies that the ceding company has issued.

Upon an obligor’s default on scheduled principal or interest payments due on the obligation, the primary insurer is 
required under the financial guaranty policy to pay the principal or interest shortfall.

Measurement

The Company’s main metrics for measuring its portfolio underwriting risk (in addition to its risk management and 
CISSA process, discussed in Section ii.c Risk Management and Solvency Self-Assessment) are exposure, sector and internal 
rating. The Company also considers geographic concentrations for its financial guaranty transactions and the underlying assets 
and maturity dates for its RVI transactions, as well as the investment performance and mortality rates for its insurance 
securitization transactions. At the closing of each transaction, the Company’s Credit Committee assigns the transaction to a 
sector (i.e., a group of transactions with similar risk characteristics) for purposes of evaluating risk and potential correlations. 
The Credit Committee also assigns an internal rating reflecting the risk profile of the transaction, with such rating subject to 
change over time. Surveillance is responsible for monitoring the performance of all insured transactions throughout their terms 
and recommending internal rating changes as appropriate. All rating changes must be approved by the Risk Management 
Committee.
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The sector composition of the financial guaranty insured portfolio and the breakdown of internal ratings, measured by 
GPO and NPO as of December 31, 2025 and 2024, are set forth below.

Sector Breakdown of the Financial Guaranty Insured Portfolio
As of December 31, 2025 As of December 31, 2024

Sector
Number of 

Risks GPO NPO
Number of 

Risks GPO NPO
(in thousands, except number of risks)

Public finance:
General obligation  4,308 $ 18,994,854 $ 18,994,854  4,055 $ 17,935,573 $ 17,935,573 
Tax backed  1,102  8,170,845  8,170,845  1,044  7,400,439  7,400,439 
Regulated utilities  85  8,026,452  8,026,452  83  7,846,154  7,846,154 
Municipal utilities  805  6,451,196  6,451,196  799  6,046,672  6,046,672 
Infrastructure finance  195  6,340,549  6,340,549  176  5,213,482  5,213,482 
Transportation  135  4,604,713  4,604,713  137  5,047,229  5,047,229 
Healthcare  132  2,991,509  2,991,509  112  2,292,636  2,292,636 
Higher education  185  2,060,146  2,060,146  180  1,756,126  1,756,126 
Sovereign and sub-sovereign  265  1,192,327  1,192,327  301  1,260,513  1,260,513 
Pooled infrastructure  3  552,702  552,702  3  550,329  550,329 
Renewable energy  9  406,551  406,551  9  393,578  393,578 
Other public finance  28  438,683  438,683  33  454,228  454,228 
Total public finance  7,252  60,230,527  60,230,527  6,932  56,196,959  56,196,959 

Structured finance:
Insurance reserve financings and 
securitizations  10  3,245,283  2,745,283  11  3,483,102  3,083,102 
Fund finance facilities  21  900,415  900,415  22  735,852  735,852 
Pooled corporate obligations  18  230,701  230,701  18  183,308  183,308 
RMBS  157  91,067  91,067  164  101,379  101,379 
Other structured finance  50  1,103,329  1,103,329  54  491,472  491,472 
Total structured finance  256  5,570,795  5,070,795  269  4,995,113  4,595,113 

Total financial guaranty 
insured portfolio  7,508 $ 65,801,322 $ 65,301,322  7,201 $ 61,192,072 $ 60,792,072 

Specialty Business

In addition to the financial guaranty par exposure shown in the table above, the Company offers, through AGRO,  
specialty insurance, reinsurance and other guaranties on either a direct or reinsurance basis. All exposures in the table below are 
rated IG, except for aircraft RVI gross and net exposure of $5.3 million as of both December 31, 2025 and December 31, 2024.

Specialty Business Gross and Net Exposure

As of December 31, 2025 As of December 31, 2024
Gross Exposure Net Exposure Gross Exposure Net Exposure

(in thousands)

Diversified real estate (1) $ 2,008,034 $ 2,008,034 $ 2,004,252 $ 2,004,252 
Insurance reserve financings and securitizations  1,536,502  1,217,780  1,449,456  1,126,618 
Pooled corporate obligations  876,300  876,300  867,600  867,600 
Aircraft RVI  146,925  86,671  146,925  86,671 

____________________
(1) Excess-of-loss guaranty of a minimum amount of billed rent on a diversified portfolio of real estate properties with an 

internal rating of AAA that matures in 2044. This guaranty is accounted for in accordance with Accounting Standards 
Codification (ASC) 460, Guarantees.
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Risk Concentration

The Company’s top ten credit exposures measured by GPO represented 12.0% of GPO as of December 31, 2025. 
These exposures were in various sectors, including regulated utilities, insurance reserve financings and securitizations and 
general obligation bonds. 

Financial Guaranty 
Portfolio Breakdown by Internal Credit Rating (1)

As of December 31, 2025 As of December 31, 2024
Rating Category GPO NPO GPO NPO

(in thousands)

AAA $ 689,145 $ 689,145 $ 717,648 $ 717,648 
AA  7,828,834  7,328,834  7,840,272  7,440,272 
A  32,452,611  32,452,611  29,005,373  29,005,373 
BBB  22,898,578  22,898,578  21,302,687  21,302,687 
BIG  1,932,155  1,932,155  2,326,092  2,326,092 

Total $ 65,801,323 $ 65,301,323 $ 61,192,072 $ 60,792,072 
_____________________
(1) Ratings are the Company’s internal rating classifications which may or may not differ from those of the Rating 

Agencies. 

The table below sets forth the Company’s BIG transactions NPO as of December 31, 2025 and 2024. There were no 
ceded BIG exposures.

Financial Guaranty 
BIG Net Par Outstanding by Sector

As of December 31, 2025 As of December 31, 2024
Sector Number of Risks Par Number of Risks Par

(in thousands, except number of risks)

Regulated utilities  1 $ 760,757  3 $ 1,048,215 
Infrastructure finance  8  324,482  5  62,714 
Municipal utilities  9  238,060  7  249,148 
Healthcare  6  171,560  6  216,909 
Renewable energy  4  164,876  4  154,512 
General obligation  30  88,872  31  104,365 
RMBS  62  44,652  67  49,538 
Insurance reserve financings and securitizations  1  29,490  2  293,759 
Tax backed  5  26,669  6  32,950 
Consumer receivables  4  25,748  4  29,709 
Transportation  3  12,164  3  13,222 
Other  3  44,825  7  71,051 

Total BIG (1)  136 $ 1,932,155  145 $ 2,326,092 
_____________________
(1) The Company’s BIG NPO for Puerto Rico was $165.9 million and $182.4 million as of December 31, 2025 and 2024, 

respectively and for Non-US Public Finance was $1,035.1 million and $1,206.6 million as of December 31, 2025 and 
2024, respectively

For exposure by geographic distribution, see Section i.f. Insurance Business Written by Business Segment and by 
Geographical Region, Financial Guaranty Business.
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Risk Mitigation

Underwriting & Credit Procedures

Most of the Company’s business comes to it through quota share and other reinsurance treaties from its Affiliated 
Ceding Companies. The Company does not underwrite individual exposures under these treaties. The Company performs 
diligence on potential ceding companies prior to entering into reinsurance treaties to assess, among other things, the ceding 
company’s business strategy, underwriting abilities, surveillance and workout functions, data integrity, internal audit findings 
and accounting and payment processes. The Company applies its risk underwriting judgment, risk management skills and 
capital markets experience in the conduct of its business. 

In general, transactions ceded under insurance treaties are comprised of U.S. and non-U.S. public finance, 
infrastructure, and structured finance transactions. In negotiating treaties, the Company may seek to limit its exposure to losses 
by, among other things, limiting covered transactions to ones that are rated IG at inception by the ceding company and /or fit 
within the Company’s diversification goals; or prohibiting certain types of transactions that the Company has not approved as 
insurable risks.  

In the event the Company does directly underwrite and provide insurance on a transaction, it undertakes a complete 
review and analysis of the transaction and all of the material risks identified during the process, including underwriting risks, 
structural risks, legal and other risks as described in the Company’s Risk Appetite Statement. 

The Company’s Credit Committee is composed of senior officers of the Company. Within the parameters delegated to 
it by the Board, the Credit Committee establishes underwriting standards and guidelines and processes and controls that govern 
transactions, and has the authority to review and approve or reject transactions undertaken by the Company. All new 
transactions approved by the Credit Committee, other than small RVI transactions and internal reinsurance cessions, must also 
be approved by the Board. As part of the approval process, the Credit Committee enforces the single risk, sector and country 
limits which it has established. It also incorporates critical feedback on the performance of, and any problems related to, 
transactions in the Company’s insured portfolio.

Surveillance

The Company conducts regular monitoring of the performance of each insured transaction throughout its life and also 
tracks the aggregation of risk across the portfolio, to provide early identification of any credit concerns. The review cycle and 
scope for transactions varies based upon transaction type and credit quality. In general, the review process includes the 
collection and analysis of information from various sources, including trustee and servicer reports, financial statements, general 
industry or sector news and analyses, and rating agency reports. 

The Company assigns internal credit ratings to all transactions based on its internal assessments of the likelihood of 
default and loss severity in the event of default. Internal credit ratings are expressed on a ratings scale similar to that used by the 
Rating Agencies and generally reflect an approach similar to that employed by the Rating Agencies, except that the Company’s 
internal credit ratings focus on future performance rather than lifetime performance.

The surveillance staff analyzes all available information related to the financial health of the transaction with the goal 
of identifying early warning signs of deteriorating performance. Generally, transactions are reviewed and presented in sector 
reports, which group together transactions that share common risk characteristics. Reviewing exposures by sector facilitates 
comparison of performance, risk ranking and early identification of underperforming transactions. In addition, each quarter, 
surveillance staff prepares and presents a quarterly risk management review to the Board.

Workout Activities

For reinsurance transactions, the ceding companies typically maintain control over the development and 
implementation of workout and loss mitigation strategies on troubled reinsurance transactions that are experiencing losses or 
could be at risk of losses. The Company's surveillance personnel are responsible for tracking reinsurance workout activities, 
reporting on these activities to the Board in its quarterly surveillance report to the Board and for making any required related 
decisions. For directly insured transactions, the Company's surveillance personnel are responsible for managing workout 
activities. For these transactions, the Company's surveillance personnel are responsible for developing strategies designed to 
enhance the ability of the Company to enforce its contractual rights and remedies and mitigate potential losses and may also 
engage in negotiation discussions with transaction participants. 
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Reinsurance

Exposure to Non-Affiliated Reinsurers (1)
As of December 31, 

2025
As of December 31, 

2024

 
(in thousands)

Financial guaranty ceded par outstanding (1) $ 500,000 $ 400,000 
Specialty ceded exposure (1)  378,975  383,092 

____________________
(1) All ceded par was rated IG as of both December 31, 2025 and December 31, 2024. 

Risk Sensitivity 

At least annually, the Company runs a series of stress tests to determine the sensitivity of its ECR to various material 
underwriting risks. Underwriting risk exposure is tested for risk concentration to a specific region as well as identification of 
stress events that can lead to material losses across the portfolio. Examples of these concentrations are:

• Puerto Rico,
• U.S. Municipals,
• Infrastructure Finance,
• U.K. Water Regulated Utilities

The Company runs stress tests for each of the parameters. Based on the latest stress testing results, management of the 
Company believes that the Company has sufficient capital to comply with its contractual obligations and regulatory 
requirements and remain within its risk tolerance.

b. Market Risk

Market risk includes the Company's exposure to spread risk, interest rate risk, foreign exchange risk, and market risk 
concentrations. The Company is exposed to market risk via its investment portfolio and future cash flows from the insured 
portfolio. The Company is primarily exposed to market risk via its investment portfolio. The Company’s investment portfolio 
had a market value of $1.3 billion and $1.2 billion as of December 31, 2025 and December 31, 2024, respectively.

The Company has a cautious appetite for market risk and adopts a conservative investment strategy which seeks an 
appropriate investment return for market risk while prioritizing liquidity management and preservation of the Company's 
external rating. Investment limits have been established which prescribe permitted asset allocations, duration limits, minimum 
credit ratings, and counterparty limits to ensure market risk remains within risk appetite. These limits also implement the 
Company's approach to compliance with the ‘prudent person principle’ set out in the Solvency Regulations. The Company's 
current asset allocation does not include equity or real estate investments and as such the Company is not exposed to equity or 
property price risk.

The investment portfolio is managed by third party investment managers. The established investment limits are 
included within the Board approved investment guidelines issued to the investment managers. The investment managers are 
required to regularly confirm their compliance with limits.

Spread Risk

The Company has a low amount of credit spread risk due to its investment guidelines.

The Company manages its exposure to spread risk by establishing minimum credit rating standards for the investment 
portfolio, for both individual securities and the overall portfolio. The overall portfolio credit quality, on an ongoing basis must 
be rated a minimum of "A+"/"A1"/"A+" as measured by S&P, Moody’s and Fitch. All securities purchased by external 
managers must be rated by one of S&P, Moody’s or Fitch and at least 90% of the portfolio must be rated by two of S&P, 
Moody’s and Fitch.

In the event of a downgrade of any investment below the Company's requirements, the investment manager must 
contact the Group CFO or Treasurer to discuss the course of action and may hold the position only if approved by the Group 
CFO or the Company’s President.
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Investment Portfolio by external credit rating
As of December 31, 

2025
As of December 31, 

2024
(in thousands)

AAA $ 77,858 $ 93,442 
AA  445,939  467,777 
A  364,933  421,913 
BBB  123,437  148,335 
Lower than BBB or not rated1  100,960  21,955 
Total fixed-maturity securities $ 1,113,127 $ 1,153,422 

1 Investments rated below BBB or not rated comprise of a security purchased for risk management, alternative investment 
which is not rated, a security held in the externally managed portfolio which was downgraded during 2025 and a security held 
for loss mitigation purposes.

Interest Rate Risk 

The Company is exposed to interest rate risk in respect of both assets and liabilities. The Company receives cash 
inflows in the form of investment income and premiums. The Company pays cash outflows in the form of operating expenses 
and claims. 

The Company’s exposure to interest rate risk is managed by restricting the overall duration of the investment portfolio 
to within a prescribed range of a selected benchmark portfolio. Given the Company’s cautious approach to market risk and the 
primary objectives of the Company's investment strategy, the overall duration is generally short and the investments are 
generally held to maturity. The Company does not seek to mitigate interest rate risk by matching the duration of the Company's 
invested assets with liabilities arising from the insured portfolio. However, the Company’s liabilities which include expected 
claims and operating expenses, are more than offset by future premiums and investment income.

Currency Risk

The Company is exposed to currency risk in respect of assets under financial guaranties and other specialty insurance 
denominated in currencies other than USD, primarily the euro and pound sterling. The Company is exposed to currency risk in 
respect of liabilities under financial guaranties denominated in currencies other than USD. The most significant currency to 
which the Company is exposed is the pound sterling. The Company manages its exposure from time to time by maintaining 
balances denominated in those currencies in which it is exposed in order to meet liabilities that may become due.

Measurement

The Company measures the results of its investment portfolio by its compliance with investment guidelines, and by the 
portfolio performance, particularly book yield.

Risk Concentration

As of both December 31, 2025 and December 31, 2024, the Company’s fixed-maturity and short-term investment 
portfolio had an average credit quality rating of “A+”. Issuer constraints as well as sector limitations are also followed in 
managing the investment portfolio. The table below sets forth the sector concentrations across the portfolio.

34



Investment Portfolio Composition Concentrations by Security Type

Security Type
As of 

December 31, 2025
As of 

December 31, 2024

Fixed-maturity securities:
Corporate securities  49.7 %  49.3 %
Obligations of state and political subdivisions  19.6  21.2 
RMBS  14.4  14.5 
CMBS  1.9  2.7 
Asset-backed securities  2.2  3.5 
U.S. government and agencies  0.8  1.4 
Total fixed-maturity securities  88.6  92.6 

Short-term investments  11.4  7.4 
Total fixed-maturity and short term investment portfolio  100.0 %  100.0 %

Risk Mitigation

In the event of any downgrade of any investment below the Company's requirements, the investment managers must 
contact the Company's management to discuss the course of action and may hold the position only if approved by the 
Company’s President and the Board, with oversight by the Group.

Risk Sensitivity

The main risk in the Company’s investment portfolio is interest rate risk on its fixed rate investments.  Each quarter, as 
part of its CISSA, the Company stress tests the sensitivity of the investment portfolio to interest rate movements. Based on the 
latest stress testing results, management of the Company believes that it has sufficient resources to comply with its contractual 
obligations and regulatory requirements and remain within its risk tolerance.

c. Credit Risk

The Company’s most significant credit risks are the risk of non-payment by the obligors on the transactions that it 
insures or reinsures which are discussed above in Section iii.a. Underwriting Risk. The only other counterparty credit risks the 
Company has relate to a small amount of exposure ceded to reinsurers, to an intra-Group loan, a small reinsurance recoverable 
and cash that the Company holds. The external reinsurer credit ratings are reviewed and approved at least annually by the 
Group Risk Management Committee.

The Company’s reinsurance recoverables, loan receivable, and premiums receivable are tested to assess the impact on 
the Company of a counterparty’s ability to make payments in accordance with the contractual terms. Based on the latest stress 
testing results, management of the Company believes that it has sufficient resources to comply with its contractual obligations 
and regulatory requirements and remain within its risk tolerance.

d. Liquidity Risk

Liquidity risk is the risk that cash may not be available at a reasonable cost to pay obligations as they fall due. The 
Company manages its liquidity risk by maintaining a liquid, high quality investment portfolio, with a duration that is shorter 
than the duration of its insurance liabilities. Additionally, for its financial guaranty contracts, the Company is only required to 
pay principal and interest claims as they come due according to the original bond payment schedule, and the payments cannot 
be accelerated without the Company’s consent. For information on 'prudent person principle' see Section iii.b Market Risk.

Measurement

The Company measures duration relative to its investment guideline range, discussed above, which is set in 
accordance with the Company’s investment guidelines. The investment portfolio had a duration of 4.2 years as of December 31, 
2025 and 4.5 years as of December 31, 2024 which is shorter than the duration of its insurance liabilities of 12.0 years as of 
December 31, 2025 and 12.1 years as of December 31, 2024. For more information see Section i.g Performance of Investments 
& Material Income & Expenses for the Reporting Period.
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Risk Sensitivity

Each quarter, as part of its CISSA, the Company performs liquidity stress testing to ensure that it has sufficient liquid 
assets over the next 12 month period to cover all of its liabilities that could arise in a stress scenario. When the Company 
performs the stress test, it considers only U.S. Government bonds, pre-refunded bonds, agency bonds and cash to be liquid 
assets. Based on the latest stress testing results, management of the Company believes that it has sufficient liquidity to comply 
with its contractual obligations and regulatory requirements and remain within its risk tolerance.

e. Operational Risk 

Operational risk is defined as the risk of loss or other adverse consequences on business outcomes resulting from 
inadequate or failed internal processes, personnel or systems, or from external events. Operational risk is seen as a business-
wide risk that could arise from either underwriting, investing, risk mitigation or any other activity the Company undertakes. 
Consequently, operational risk is inherent in all of the Company's processes, interactions with third parties and other activities. 

The Company faces a variety of operational risks including those related to IT, accounting, legal and regulatory 
matters, as well as risks related to performance by affiliated companies pursuant to a services agreement and third party service 
providers. The Company has limited appetite for operational risk and expects that the Company’s business functions work 
actively to avoid operational risk to the extent it is commercially appropriate. The Company regularly assesses its ability to 
prevent, adapt, respond to, recover from, and learn from operational disruptions on the basis that from time to time, disruptions 
may occur which will prevent management and staff from operating as usual. 

As of December 31, 2025 and December 31, 2024, the Company had 7,521 and 7,214 risks in its insured portfolio, 
respectively. The moderate increase in the number of risks allows careful review of the transaction documents and quality 
control of the data points captured in the Company's systems by knowledgeable employees.

Operational risks are further limited by the Company's risk management policies, such as the policies governing the 
credit approval process, compliance, data protection, business continuity planning, and employee conduct. Additional mitigants 
to operational risk include that its service agreements are with stable affiliated companies, and the system of internal controls in 
place, which is described in Section ii.d Internal Control System.

With regard to legal risk, another aspect of operational risk, as of December 31, 2025, the Company was not a party in 
any litigation or subject to any known regulatory investigation.

f. Any Other Material Information

Climate change

As an insurer and reinsurer, the Company endeavors to manage risk wisely, responsibly and with a view towards the 
long-term success of our business. We are committed to understanding, measuring, managing and monitoring the risks to our 
business associated with changing climatic conditions and we endeavor to operate our business in a sustainable and 
environmentally responsible manner. 

Insured Portfolio. The Company does not take direct insurance exposure to natural perils but with respect to its 
financial guaranty reinsurance, it does face the risk that its obligors’ ability to pay debt service may be impacted as a result of 
such perils and the exacerbating effect extreme weather or deteriorating climatic conditions may have on their operations and/or 
financial condition. The Company provides financial guaranty reinsurance to policies with durations of approximately 20 years, 
meaning in-force risks, as well as those currently being underwritten, are potentially exposed to the long-term consequences of 
frequent or severe natural disaster perils (e.g., storms and wildfires). The Company takes a holistic and long-term approach to 
managing the risks arising from changing climatic conditions. The Company continues to enhance its consideration of climate 
risk in the underwriting, credit approval, and surveillance of its insured exposures and has integrated climate risk into its Risk 
Management function. The Company also incorporates climate risk into its CISSA process, as outlined in the BMA’s Guidance 
Notes, Management of Climate Change Risks for Commercial Insurers, March 2023.

Investment Portfolio. The Company has a substantial investment portfolio supporting its insurance exposures and 
regulatory capital requirements. The portfolio consists predominantly of fixed-maturity securities. Nevertheless, environmental 
issues, including regulatory changes, changes in supply or demand characteristics of fuels, and extreme weather events, may 
impact the value of certain securities. The Company’s investment guidelines incorporate material environmental factors into the 
investment analysis to enhance the quality of investment decisions. On an annual basis, the Company requests and reviews 
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reports from its primary investment managers on any material non-financial risks (including vulnerability to climate risks or 
exposure to extreme weather events) that may adversely impact returns.

Governance. The Company’s Board is responsible for the oversight of climate risk management. At each of its 
quarterly meetings, the Company’s Board reviews environmental risk reports. The Board designated a director to be responsible 
for overseeing the management of climate risks.

At the group level, the Environmental and Social Responsibility Committee and the Risk Oversight Committee of 
AGL’s Board of Directors provide oversight of Assured Guaranty's approach to addressing climate risk in accordance with their 
respective charters. The Environmental and Social Responsibility Committee reviews updates on the consideration of 
environmental risks in Assured Guaranty’s insurance risk management and its investment portfolio, as well as legislative and 
regulatory developments of significance to Assured Guaranty’s environmental initiatives and related oversight. The Risk 
Oversight Committee reviews the establishment and implementation of enterprise risk management policies and practices.
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iv. SOLVENCY VALUATION 

This section sets out the valuation of assets, technical provisions and other liabilities of the Company, as well as details 
of the valuation methodology and the differences to valuation under U.S. GAAP, as reported within the Company's financial 
statements.

a. Valuation Bases, Assumptions and Methods to Derive the Value of Each Asset Class 

The Company has used the valuation principles outlined by the BMA’s “Guidance Note for Statutory Reporting 
Regime” for the reporting period’s statutory filing. The economic valuation principles outlined in this document are to measure 
assets and liabilities on a fair value basis.

Set out below is a summary of the valuation methodology used to arrive at the value of each category of assets shown 
on the economic balance sheet and the differences to U.S. GAAP.

Investments

Fixed maturity and short term investments are measured on a fair value basis under both U.S. GAAP and the Solvency 
Regulations. Fair value is based on quoted market prices, where available. If listed prices or quotes are not available, fair value 
is based on either internally developed models or third party proprietary pricing models that primarily use, as inputs, market-
based or independently sourced market parameters, including but not limited to yield curves, interest rates and debt prices. 

The fair value of bonds in the investment portfolio is generally based on prices received from third party pricing 
services or alternative pricing sources with reasonable levels of price transparency. The pricing services prepare estimates of 
fair value measurements using their pricing models, which take into account: benchmark yields, reported trades, broker/dealer 
quotes, issuer spreads, two-sided markets, benchmark securities, bids, offers, reference data, industry and economic events and 
sector groupings. The Company considers markets to be active where transactions take place with sufficient frequency and 
volume for pricing information to be available on an ongoing basis. 

Where the Company has concluded that markets are not active (i.e., investment assets cannot be priced using quoted 
market prices or using observable market-based prices or other inputs), assets are valued under a discounted cash flow approach 
using an independent third-party’s proprietary pricing models. The models use inputs such as projected prepayment speeds; 
severity assumptions; recovery lag assumptions; life insurance cash flow projections; estimated default rates (determined on the 
basis of an analysis of collateral attributes, historical collateral performance; collateral reinvestment assumptions; borrower 
profiles and other features relevant to the evaluation of collateral credit quality); and recent trading activity. The yield used to 
discount the projected cash flows is determined by reviewing various attributes of the security including collateral type, 
weighted average life, sensitivity to losses, vintage, and convexity, in conjunction with market data on comparable securities. 
Significant changes to any of these inputs could materially change the expected timing of cash flows within these securities 
which is a significant factor in determining the fair value of the securities. 

As of December 31, 2025, the Company used models to price 13 securities with a fair value of $108.5 million. As of 
December 31, 2024, the Company used models to price 16 securities with a fair value of $37.6 million. All of these securities 
were priced with the assistance of independent third parties.

As of December 31, 2025, the Company had one equity method investment in a managed fund with a carrying value of 
$7.7 million. The unfunded commitment related to this managed fund was $3.3 million as of December 31, 2025. For purposes 
of the economic balance sheet, the equity method carrying value approximates fair value.

 Cash and cash equivalents

Cash relates to deposits held at financial institutions. These are recognized at face value without any deductions for 
both U.S. GAAP and economic balance sheet purposes.

Deferred acquisition costs

Under U.S. GAAP, acquisition costs incurred in respect of the successful production of new business are capitalized in 
the balance sheet and amortized over the period in which the related premiums are earned.
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Under Solvency Regulations, intangible assets are ascribed a value only when they can be sold separately and it can be 
demonstrated that there are quoted prices in an active market for such an asset. The Company's deferred acquisition costs do not 
meet these criteria and as such are valued at nil in the economic balance sheet. 

Deferred tax assets 

The method for recognition and valuation of deferred tax assets is different under Solvency Regulations and U.S. 
GAAP. Refer to Section i.g. Performance of Investments & Material Income & Expenses for the Reporting Period for more 
information on the new Bermuda corporate income tax.

Within the economic balance sheet deferred tax assets are established for the temporary differences arising from the 
valuation adjustments to move from U.S. GAAP to an economic balance sheet. Deferred tax is measured using tax rates that 
have been enacted or substantively enacted by the year end and that are expected to apply to the reversal of the timing 
difference. Deferred tax assets are recognized only to the extent that it is probable that future taxable profit will be available 
against which the temporary differences can be utilized. In 2024, the Company has reflected the impact of the Bermuda CIT on 
its economic balance sheet and deferred taxes per an updated instruction from the BMA. In 2025, the Company has reflected 
the impact of the Bermuda CIT on its economic balance sheet and deferred taxes per an updated instruction from the BMA. 

Insurance receivables

Insurance receivables reported under U.S. GAAP consist of all premiums and reinsurance balances that were 
receivable at the balance sheet date.

Expected future cash flows are included within Technical Provisions as described in Section b. below. 

Other assets 

Under U.S. GAAP, other assets include guaranty fee receivable and prepaid expenses. Under Solvency Regulations, 
prepaid expenses are a non-admitted asset. The guarantee fee receivable is included within Technical Provisions as described in 
Section b. below

Advances or loans from affiliates are recorded at fair value for the economic balance sheet and balances receivable in 
more than one year are discounted at the relevant risk free rate. Under U.S. GAAP, the advances or loans are recorded at their 
face value

All other insurance assets are included in the calculation of Technical Provisions as discussed in Section b. below.

b. Valuation Bases, Assumptions and Methods to Derive the Value of Technical Provisions 

Technical Provisions under Economic Balance Sheet versus Financial Statements

Technical Provisions
As of December 31, 2025 

Financial Statement 
Balance Sheet

Economic Balance 
Sheet

(in thousands)

Gross Best Estimate $ — $ (107,949) 
Risk margin  —  138,237 
Gross unearned premium reserve  835,711  — 
Gross loss and loss expense provisions  124,634  — 

Total $ 960,345 $ 30,288 

The gross and net best estimate technical provisions values are the present value of future cash outflows less the 
present value of future cash inflows. The present value of cash outflows includes the expected lifetime loss calculated using the 
Company's internally developed individual capital adequacy model plus an Expense Load. The present value of the cash 
inflows includes all future premiums expected to be received by the Company after consideration of potential non–payment on 
premiums due to future defaults of guaranteed transactions.
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Expected lifetime losses under the economic balance sheet are calculated using the Company’s ECM which uses its 
judgments for cumulative probability of default, loss given default and correlation to calculate the expected cash outflows that 
the Company will be required to pay over the lifetime of the Company’s insured exposures for both its net retained and its 
reinsured exposures. The Company considers both external and internal sources of data when setting its assumptions for 
probability of default, loss given default and correlation, including any relevant experience by members of the Group. The 
boundary of each insurance contract is assumed to be the period of time during which the principal on the debt underlying the 
financial guarantee contract is greater than zero. The Company uses its judgment to assess future inflation rates for guarantees 
that are linked to an inflation index.

For purposes of the best estimate loss component of Technical Provisions, the provision for future run-off expense is 
projected based on the Company's current operating costs taking into consideration activities required to service the existing 
insured portfolio.

The risk margin is an estimate of the amount that a third party would expect to receive in addition to the Best Estimate 
Technical Provisions to assume the Company's insurance obligations. The risk margin is calculated as the present value of the 
cost of capital (i.e., cost of holding capital equal to BSCR) in all future years. The cost of capital to be used in the calculation is 
prescribed by the BMA at 6% per annum.

While the Company believes that the assumptions and methods used to develop the Technical Provisions are 
reasonable and consistent and that they provide for a calculation of future expectations in an appropriate manner, it remains 
possible that future experience in future premiums, projected operating expenses, default probabilities, severities, and 
correlations may not be in line with expectations. Since the Company guarantees against low probability events that have large 
nominal exposures despite the expectation that the severity of any loss would be low, the uncertainty within the Company’s 
projected losses used in the calculation of the Technical Provisions is high. The level of uncertainty in respect of future 
premiums, future ceding commission and projected operating expenses is expected to be low because, in most cases, cash 
inflows are contractually guaranteed and the annual operating expenses that would be required to manage the runoff of the 
portfolio can be reasonably estimated based on current staffing levels. The Company does not include any benefits related to 
future management actions and it is unlikely that policyholder behavior would affect the Technical Provisions.

The Company also believes that the assumptions and methods used to develop the risk margin value are reasonable 
and consistent and that they provide for a calculation of the appropriate economic capital cushion required by the BMA.

The Best Estimate Technical Provisions must include the Company’s expected future cash inflows and outflows, 
excluding investment income. 

The following is a listing of the material differences between Technical Provisions under Solvency Regulations and 
under U.S. GAAP:

• Under Solvency Regulations, premiums and fee income that are due to be received after the balance sheet date are 
included in the calculation of Technical Provisions and include amounts receivable from both financial guaranty 
contracts written in insurance and CDS forms as well as specialty insurance and reinsurance and exclude an 
amount that may not be received due to potential defaults on underlying transactions. The amount is discounted at 
the BMA specified risk free rate. Under U.S. GAAP, financial guaranty premiums that are due to be received after 
the balance sheet date are included in the premiums receivable, net of commissions payable, discounted at the 
risk-free rate at inception and such discount rate is updated only when changes to prepayment assumptions are 
made that change the expected date of final maturity. For specialty premiums, premiums receivable consist of the 
amount of contractual premiums due. There is no provision for amounts that may not be received unless such 
amounts are deemed uncollectible. For financial guaranty contracts written in CDS form, premiums that are due to 
be received after the balance sheet date are incorporated into the fair value of the CDS.

• Under Solvency Regulations, commissions that are due to be paid on assumed policies after the balance sheet date 
are included in the calculation of Technical Provisions and include amounts payable on both financial guaranty 
contracts written in insurance and CDS forms as well as specialty insurance and reinsurance and exclude an 
amount that may not be payable due to potential defaults on underlying transactions, discounted at the BMA 
specified risk free rate. Under U.S. GAAP, commissions (for financial guaranty policies accounted for as 
insurance) that are due to be paid on assumed policies after the balance sheet date are included in premiums 
receivable. The amount is discounted at the risk-free rate at inception and such discount rate is updated only when 
changes to prepayment assumptions are made that change the expected date of final maturity. For financial 

40



guaranty contracts written in CDS form, commissions that are due to be paid after the balance sheet date are 
incorporated into the fair value of the CDS.

• Under Solvency Regulations, projected losses are included in the calculation of Technical Provisions and are 
calculated on payment guarantees, financial guaranty contracts written in insurance and CDS forms as well as 
specialty insurance and reinsurance and a loss value is ascribed to every exposure. The resulting amount is 
discounted at the BMA specified risk free rate. Under U.S. GAAP, a loss reserve is recorded on financial guaranty 
only to the extent, and for the amount, that expected loss to be paid exceeds the unearned premium reserve on a 
contract by contract basis, and is discounted at risk-free rates. For specialty insurance and reinsurance contracts, 
U.S. GAAP loss reserves consist of the estimates of unpaid reported losses and estimates for incurred but not 
reported losses. For financial guaranty contracts written in CDS form, potential losses are incorporated into the 
fair value of the CDS under U.S. GAAP.

• Under Solvency Regulations, an amount is included for the projected Expense Load. Under U.S. GAAP, a LAE 
amount, if applicable, is included for financial guaranty or specialty insurance and reinsurance contracts, as 
applicable, but the LAE amount does not include a projected expense load covering the Company’s other 
expenses. 

• Under Solvency Regulations, unearned premium reserve is not included in the Technical Provisions. Under U.S. 
GAAP, unearned premium reserve is recorded. 

• Under Solvency Regulations, deferred acquisition costs are not included in the Technical Provisions. Under U.S. 
GAAP, deferred acquisition costs are recorded on financial guaranty and specialty insurance and reinsurance 
contracts.

c. Description of Recoverables from Reinsurance Contracts 

Recoverables From Reinsurance and Special Purpose Vehicles

The Company cedes all of its exposure to non-affiliated reinsurers. In calculating the Technical Provisions and risk 
margin net of this reinsurance, the reinsurers are contractually obligated to pay and will likewise be entitled to receive their 
share of any recoveries. Under Solvency Regulations, the Company’s reinsurance recoverable for these transactions are the 
contractually obligated payments, less an amount which represents the reinsurer's share of its loss in excess of the amount of 
collateral available that it is unable to make. This amount is calculated based on the projected ceded expected losses to the 
reinsurers, the assumed cumulative default rate of the reinsurers and the amount of collateral posted by the reinsurers. Under 
U.S. GAAP, the Company does not include a provision for reinsurance counterparty default unless the reinsurance recoverable 
is deemed uncollectible. 

There are no special purpose vehicle recoverables included in any of the calculations of Technical Provisions or risk 
margin.

d. Valuation Bases, Assumptions and Methods to Derive the Value of Other Liabilities 

Similar to the valuation principles for assets, the Company’s other liabilities follow the valuations principles outlined 
by the BMA’s “Guidance Note for Statutory Reporting Regime,” which values other liabilities at a fair value basis. 

The following is a description of the valuation methodology used to arrive at the value of each category of liability 
shown on the economic balance sheet and the differences to U.S. GAAP. There were no changes made to the recognition and 
valuation bases used during the year.

Trade payables

Trade payables represent amounts owed to other creditors, including amounts owed to affiliated companies. Payables 
are valued at the expected settlement amount, which given the short-term nature, is taken to approximate fair value under both 
Solvency Regulations and U.S. GAAP.
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Any other liabilities 

Any other liabilities not shown include accrued expenses that have not been settled at the balance sheet date. Accrued 
expenses are valued at cost, based on the proportion of goods and services that have been consumed under both Solvency 
Regulations and U.S. GAAP.

All other insurance liabilities are included in the calculation of Technical Provisions as discussed in Section b. below. 

e. Any Other Material Information 

None.
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v. CAPITAL MANAGEMENT 

This section sets out how the Company manages its solvency capital, including policies and procedures for the 
management of capital. It also details the Company's calculation of the ECR and MSM. 

a. Eligible Capital 

i. Capital Management Policy and Process for Capital Needs, How Capital is Managed and Material Changes 
During the Reporting Period 

The primary capital management objectives of the Company are to maintain a strong capital base to support the 
development of its business and to meet regulatory and rating agency capital requirements at all times. The Company 
recognizes the impact on shareholder returns of the level of equity capital employed and seeks to maintain a prudent balance. It 
strives for an appropriate capital structure that efficiently allocates the risk to the capital. The Company’s capital and risk 
management strategy is unchanged over the prior year.

To maintain a strong capital base, the Company identifies, assesses, manages and monitors the various risk sources it 
faces in the course of business both currently and as anticipated over the life of its insured obligations. This process culminates 
in an assessment of the capital necessary to maintain solvency at the threshold targeted by senior management given the 
Company’s risk profile. Surplus capital may be paid out in dividends, subject to statutory limitations as defined by the 
Insurance Act. All dividends are at the discretion of the Board and subject to Board approval and the Company will only 
consider amounts in excess of the Company’s enhanced capital requirement plus sufficient excess to satisfy applicable internal 
and regulatory target capital requirements. In 2025, the Company paid dividends of $80.0 million.

With respect to the liquidity of its capital base, the Company has a low tolerance for liquidity risk and manages to that 
level of risk by maintaining a liquid high quality investment portfolio with a duration that is shorter than the duration of its 
insurance liabilities. Given the Company’s low tolerance for liquidity risk and the contingent and generally long-tail nature of 
its insurance exposures, the Company is willing to assume a modest amount of market risk as part of its strategy of minimizing 
liquidity risk. Specific investment guidelines are provided to the Company’s outside investment managers, setting forth single 
risk and asset category limits, duration guidelines and rating standards. The outside investment managers may not purchase any 
securities rated lower than BBB- by S&P or Baa3 by Moody's. Deviation from these investment guidelines may arise on an 
exception basis where the Company is managing its exposure to impaired insured transactions. Investment guidelines are 
discussed in more detail in Section iii.b Market Risk.

With regard to managing liabilities, the Company’s Risk Appetite Statement dictates that risks accepted are estimated 
at inception to have low potential loss severity. Therefore, the Company aims to avoid risks that have or are projected to have a 
high severity in the event of a default.

ii. Eligible Capital Categorized by Tiers in Accordance with the Eligible Capital Rules 

As of December 31, 2025 and 2024, all of the Company’s eligible capital was categorized as Tier 1:

Eligible Capital
2025 2024

(in thousands)

   
Tier 1 Capital $ 1,363,663 $ 1,380,617 

The Tier 1 capital consists of capital stock, contributed surplus and statutory surplus. The slight decrease in the Tier 1 
capital in 2025 compared to prior year is primarily due to an increase the Investment balances and Deferred tax asset, offset by 
an increase in Technical Provisions. The increase in the Deferred tax asset is due to changes in the computation of the economic 
transition allowance related to Bermuda CIT. The increase in Technical Provisions is driven by an increase in the runoff 
expense provision and an increase in the Risk Margin primarily due to an increase in Non-Life Underwriting Risk, which was 
driven by the transition towards the YE24 BSCR rules.
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iii. Eligible Capital Categorized by Tiers in Accordance to the Eligible Capital Rules Used to Meet ECR and MSM 
Requirements of the Insurance Act 

As of December 31, 2025 and 2024, the Company’s eligible capital used to meet its MSM and ECR was categorized as 
follows:

Eligible Capital

2025 2024
Applied to MSM Applied to ECR Applied to MSM Applied to ECR

  (in thousands)

Tier 1 Capital  $ 1,363,663 $ 1,363,663 $ 1,380,617 $ 1,380,617 

iv. Confirmation of Eligible Capital That is Subject to Transitional Arrangements 

None of the eligible capital is subject to transitional arrangements.

v. Identification of Any Factors Affecting Encumbrances on the Availability and Transferability of Capital to Meet 
the ECR 

The Company has entered into contracts with cedants that require the Company to fully collateralize estimates of its 
obligations calculated by the cedants. Assets are held in trust accounts for the benefit of the cedant. These assets are released to 
the Company on payment of the obligations. 

vi. Identification of Ancillary Capital Instruments Approved by the Authority 

The Company has no ancillary capital instruments.

vii. Identification of Differences in Shareholder’s Equity as Stated in the Financial Statements Versus the Available 
Capital and Surplus 

The difference in shareholder’s equity, as stated in the U.S. GAAP financial statements and the available statutory 
capital and surplus, primarily relates to the impact of employing Solvency Regulations based Technical Provision valuation 
techniques.

The difference between shareholder’s equity of the Company in the U.S. GAAP financial statements and the economic 
balance sheet is set out below. Further details of the Company's assets, technical provisions and other liabilities under the 
Solvency Regulations basis of valuation are described in more detail in Section iv, Solvency Valuation.

Summary of adjustments to U.S. GAAP balance sheet
As of 

December 31, 2025
As of 

December 31, 2024

(in thousands)
Shareholder's equity under U.S. GAAP $ 1,169,982 $ 1,087,474 
Disallowed items (prepayments)  (448)  (623) 
Adjustment to net best estimate provision & discounting  395,932  428,651 
Risk Margin  (138,237)  (66,422) 
Deferred tax adjustment (1)  (63,566)  (68,463) 
Solvency capital under Solvency Regulations $ 1,363,663 $ 1,380,617 

(1) In 2024 and 2025, the Company has reflected the impact of the Bermuda CIT on its economic balance sheet and deferred 
taxes per an updated instruction from the BMA.
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b. Regulatory Capital Requirements 

 i. ECR and MSM Requirements at the End of the Reporting Period

The following table presents the Company's MSM and ECR amounts.

MSM and ECR Amounts

As of 
December 31, 2025

As of 
December 31, 2024

(in thousands)

MSM $ 77,720 $ 62,345 
ECR  310,880  249,378 

The increase in 2025 compared to the prior year was primarily due to an increase in Non-Life Underwriting Risk, 
which was driven by the transition towards the year end 2024 BSCR rules.

 ii. Identification of Any Non-Compliance with the MSM and the ECR 

The Company was compliant with the MSM and ECR requirement as of December 31, 2025 and 2024.

  iii. A Description of the Amount and Circumstances Surrounding the Non-Compliance, the Remedial Measures 
and Their Effectiveness

Not Applicable.

  iv. Where the Non- Compliance is not Resolved, a Description of the Amount of the Non-Compliance at the end 
of the reporting period

Not Applicable.

c. Approved Internal Capital Model 

The Company does not use an internal model to calculate its ECR.
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vi. SUBSEQUENT EVENTS

a. Description of Significant Events

There are no other significant events either in the reporting period, or that have occurred between the end of the 
reporting period and the date of signing the return.

b. Approximate Date(s) or Proposed Timings of the Significant Event

Timing described above.

c. Confirmation of how the Significant Event has Impacted or will Impact Any Information Provided in the Most Recent 
Financial Condition Report Filed with the Authority

Not applicable.

d. Any Other Material Information

Holly Horn, the Chief Surveillance Officer of AGL, will be retiring from her role on May 31, 2026. On that date, she 
will resign as an executive officer of AGL and from all other officer and director positions across the Group, including from the 
board of directors of AG Re and of AGRO. From June 1, 2026 until May 31, 2027, Ms. Horn will serve as a senior advisor to 
AGL’s Chief Executive Officer. 

Stephen Donnarumma, the Chief Credit Officer of AGL, will be retiring from his role on September 30, 2026. On that 
date, he will resign as an executive officer of AGL and from all other officer and director positions across the Group, including 
from the board of directors of AG Re and of AGRO. From October 1, 2026 until April 2, 2027, Mr. Donnarumma will serve as 
a senior advisor to AGL’s Chief Executive Officer. 
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DECLARATION

We declare, to the best of our knowledge and belief, that the financial condition report fairly presents the financial condition of 
the Company in all material respects.

Gary Burnet
President
Assured Guaranty Re Ltd.

Darrin Futter  
Financial Controller
Assured Guaranty Re Ltd.
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