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1. Introduction

The purpose of this document is to set out the AlG Asset Management (Europe) Limited
(“AAMEL” or the “Firm”) Pillar 3 disclosures on risk management, capital adequacy and policies
for managing risk with the aim of promoting market discipline. The data contained within is at
31 December 2020 with a forward-looking projection of financials for 2021.

These disclosures are prepared in accordance with the Financial Conduct Authority (“FCA”)
Prudential Sourcebook for Banks, Building Societies and Investment Firms (“BIPRU”).

Background

The Capital Requirements Directives (CRD) for the financial services industryintroduced a
supervisory frameworkin the European Union which reflects the Basell, Il and I1l rules on capital
measurement and minimum capital standards. These are international banking regulations
defined by the Basel Committee on Bank Supervision.

The UK's prudential regime for banks, building societies and certaininvestment firms consists of:

e the UK legislationand rules implementing the Capital Requirements Directive (UK CRD
V)

e the Capital Requirements Regulation (575/2013) as amended by the Capital
Requirements (Amendment) (EU Exit) Regulations 2018 (UK CRR)

In addition, there are a range of technical standards and non-binding guidelines that complete
the legislative package.

When the CRD IV was initially implemented in the UK, there was a competent authority
discretion available under Article 95(2) of the Capital Requirements Regulation (CRR). It allowed
certaininvestment firms to stay on the Capital Requirements Directive (CRD I1l) rules and
continue to comply with BIPRU rather than IFPRU, the Prudential sourcebook for Investment
Firms.

AAMEL qualifies to remain on CRD I1I/BIPRU rules bases onits Part 4A Permissions being
sufficiently limited torestrict it from carrying out certain activities, such as dealing on own
account and holding client money.

Following the UK’s withdrawal from the EU, FCA will exercise a similar discretion under Article
95(2) of the UK CRR. However, inline with the Bank of England’s and PRA’s transitional
directions, firms must continue to comply with their pre-existing obligations as they stood
before the end of the transition period, until 31 March 2022.

Framework

Basel | set out minimum capital requirements, Basel Il was an extension of these regulations and
set a framework operating under three pillars:
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Pillar 1: Capital adequacy requirements - setting out minimum capital requirements (for credit,
market and operational risk);

Pillar 2: Supervisory review - requiring firms to assess whether the risks they face in the course
of their operations require additional capital to be held (above the minimum level defined by
Pillar 1). This process is carried out by performing periodic Internal Capital Adequacy
Assessments (“ICAAP”).

Pillar 3: Market discipline - requiring the firm to publish certain information about its risks,
capitaland risk management controls and processes.

Basel lll built on the previous accords, Basell and |, and was introduced due to the impact of
the 2008 Global Financial Crisis on banks and is part of a continuous process toenhance
regulationin the banking industry. It aims to improve the banks’ ability to handle shocks
from financial stress andto strengthentheir transparencyand disclosure.

2. Requirements
The Pillar 3 ‘disclosure rules’ that apply to AAMEL are set out in the FCA Handbook (“BIPRU 11”).
2.1 Exemption fromdisclosure—Materiality and proprietary information
The disclosure rules contained in BIPRU 11 allow the Firm to omit one or more of the required
disclosures if the Firm believes them to be immaterial. Materialityis based on the criteria that
the omission of information would be unlikely to change or influence the decision of a user
relying on that information. Firms are alsoable to omit information on the grounds thatit is
proprietary or confidential.
2.2 Frequency
The required disclosure must be published at least annually and as soon as practicable in
conjunction with the date of publication of the Firm’s financial statements. However, disclosure
will be published more frequently than annually if there are any material changes which impact
the business, as set outin BIPRU 11.4.4 such as scale of operations, range of activities, presence
in different countries etc
AAMEL’s accounting reference dateis 315t December each year.

2.3 Media and Location

Disclosures should be made in one medium or location where feasible. AAMEL’s Pillar 3
Disclosure and Policy are publicly disclosed on the AlG website.

2.4 Appropriateness and Accuracy of Disclosures

This Pillar 3 Disclosure and Policy is prepared by AAMEL’s Compliance team. The ICAAPand
Capitalfigures are calculated by the Finance teameach year. The disclosures are subject to
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review and challenge by the ICAAP working group and AAMEL Risk Committee (“RC") before
being approved by the AAMEL board.

3. AIG Asset Management (Europe) Limited

AAMEL s an indirect wholly-owned subsidiary of American International Group, Inc. (“AlG Inc.”).
The Firm is a direct subsidiary of AlG Global Asset Management Holdings Corp. (“AIGGAMHC").
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1. Authorized and regulated by the Financial Conduct Authority, and acts as an investment advisor and asset manager

AAMEL s authorised and regulatedin the UK by the FCA and is categorised as a BIPRU firm. As
an authorised firm, AAMEL has in place the regulatory permissions to ‘carry out regulated

activities, including:

Investments - offered to eligible counterparties; including its affiliate and professional clients

e advising on investments (other than pension transfers and pension opt outs);

e arranging (bringing about) deals in investments;
e arranging safeguarding and administration of assets;
e making arrangements with a view to transactions ininvestments;

e dealing in investments as agent; and
e managing investments.




Insurance - offered to Commercial customers

e Advising on Investments (except on Pension Transfers and Pension Opt Outs)
e Arranging (bringing about) deals in investments

e Assistinginthe administrationand performance of a contract of insurance

e Dealingininvestments as agent

e Making arrangements with a view to transactions ininvestments

3.1 AAMEL Governance

The Firm’s governance structure includes a Board of Directors and Senior Managers who have
ultimate responsibility for the key executive, investment and administrative support teams. Day-
to-day decisions affecting the Firm’s business are taken by the London or Dublin-based heads of
department or senior management team.

The Board meets at least 3-4 times a year to receive finance and business reports, discuss
topical issues, including progress toward regulatory objectives such as ICAAP, discuss the Firm’s
strategy and review reports from the RC and relevant functional areas. Additionally, the AAMEL
Senior Manager’s Forum meets quarterly in order for heads of departments (senior manager’s
delegates) to update the CEO on their respective business areas. The Forum is co-chaired by the
AAMEL Chief Compliance Officer and AAMEL General Counsel.

4. Risk Governance Framework

As a Firm, AAMEL is exposed to a number of different risks, some of which are specific to the
Firm and others which are inherent to participants in the asset management industry. The Firm
accepts that the taking of risk is aninherent part of managing its business.

AAMEL maintains a risk management frameworkand the RCis responsible for overseeing the
identification and management of risk on behalf of the AAMEL Board. The RC reports directlyto
the Firm’s Board of Directors andis chaired by the AAMEL Chief Risk Officer (“CRO”).

5. Risk Management & Risk Management Objectives

The Firm’s Risk Management function is headed by the CRO who reports to the AAMEL Board.
The CRO maintains the Firm’s Risk matrixand provides a number of reports on a quarterly basis
to the RC, including a Risk Events schedule and Key Risk Indicator Report.

The objective of the AAMEL risk management frameworkis to:

e ensurethat all materialrisks of the Firm are adequately identified and assessed;

e enable the Board to establish processes and structures sufficient to oversee and
mitigate suchrisks; and

e catalogue and quantify the probable impact of suchrisks on the Firm’s capital.




Risk and risk control are integral to the Firm’s business. The Firm’s approach to risk
management is risk-based and is driven by a risk and control self-assessment process that
involves all the key functional areas of AAMEL and additional internal and external data analysis.

The main risks to the Firm are:

e Businessrisk

e Operational risk (incl. processing and systems risk, people risk, outsourcing risk and
operational resiliency risk)

e Financial risk

e CreditRisk(incl. Counterparty Risk)

e Market Risk

e Interest RateRisk

e Liquidity Risk

e Legal & RegulatoryRisk

5.1 Business Risk

The main business risks facing the Firm are its ability to (a) retain its clients, (2) generate
sufficient profitability from these clients, and (3) execute its strategy. AAMELis primarily anin-
house asset manager providing investment advisory and asset management servicesto AlG
affiliates in the US and worldwide. This “affiliate’ client base means that Business Riskto the
Firm is considered moderate.

5.2 Operational Risk

Operational riskis defined as the risk of loss, or other adverse consequences, resulting from
inadequate or failed internal processes, people, systems, or from external events. Operational
risks may lead to the following impacts: unintended economic losses or gains, reputational harm
due to negative publicity, censure from supervisory agencies, operational and business
disruptions, and / or damage to customer relationships.

The Firm’s Operational risks are considered within its Risk Control Self-Assessment process and
thoserisks, controls and mitigating actions are factoredinto its ICAAP and its supplementary
materials.

5.2.1 Outsourcing Risk

Outsourcing risk generally refers to the risk that a service provider to which material operational
tasks are delegated by the Firm does not perform its duties as required. The risk may arise, for
example due to business continuity issues, negligence, liquidation or contract termination. To
manage performance of duties the Firm has contracts and service level agreements for all key
outsourced activities which provide clear guidance as tothe expected level of service, along with
remedies for non-compliance.




5.2.2 Business Disruption Risk (inc. SystemsRisk)

The management of Business Disruption Risk (Business Continuity and Business Interruption
risk) is overseen by the RC. The Firm’s business continuity plan provides for a variety of
potential business interruption disaster scenarios andis live tested at a hot site on an annual
basis.

Systems risk, the riskthat key business systems are unavailable, is considered in a business
continuity risk sub-categoryand is actively managed by the Firm’s information technology team.
All business data is backed up daily and copies are held online in cloud basedtechnology
solutions. Contingency plans ensure that data can be recovered at a number of physical
recovery sites.

5.2.3 PeopleRisk

People risk has been categorised under operational risks due to the importance of having
experienced, motivated employees dealing with client portfolios and within management and
support teams.

The Firm strives to offer a competitive compensation structure which is designedto attractand
retain experienced and competent employees. Long term incentive plans and bonus structures
are designed to encourage individual performance, teamwork and reduce risk taking, whilst
aiming to retain key employees for longer periods.

AAMEL s a core firm under the Senior Managers and Certification Regime. Allemployees are
subject to the FCA Conduct Rules and undergo an annual goals and performance review process.
Some employees are categorised as Certification staffand must be assessed as Fit and Proper to
perform their role and are certified on an annual basis. All staff must maintain competence and
capability and complete required training as appropriate for their role.

5.3 Financial Risk

Financial risks refer to the risk of losses arising from the management of the Firm’s own financial
affairs. Theseinclude the possibility that applicable tax and financial reporting regulations and
standards will be interpreted or applied inappropriately. Theserisks are actively managedand
mitigated by the Firm’s in-house finance professionals, who work closely with specialist
resources shared throughout AIG Inc. and external advisors, including consultants and auditors,
who assist ininterpreting and verifying the application of such rules and regulations.

5.4 Credit Risk (including Counterparty Risk)

Credit risk assumed by the Firm includes the risk of default by banks where the Firm has placed
cash or by the issuers of short term securities in which the firm has invested. The Firm’s in-
house research team monitors all approved banks and issuers on a continual basis and if an
increased risk of loss was identified, bank deposits could be moved to another financial
institution and short term instruments sold. The likelihood and impact of a ‘bad debt’ is
considered low from a capital perspective.




5.5 Market Risk

The balance sheet of the firm is directly exposed to market risktrough the FX mismatch
between its assets and liabilities (equity is held in GBP). In particular the USD net assets can
create some volatility on the income statement when translatedinto GBP. AAMEL s also
indirectly exposed to market risk through the revenue it derives from the value of the client
portfolios it manages. Althoughthe P&L from these portfolios belongs to its clients, the fees
chargedby the Firm are directly derived from the value of these portfolios. A large portion of
the revenue of the firm will therefore experience the same volatility as its client’s investment
portfolio.

5.6 Liquidity Risk

Liquidity risk to the Firm is considered negligible and relates primarily to the potential inability
to meet its on-going business obligations. In the absence of funding liabilities, and with high
levels of liquid assets relative to expense commitments, the Firm’s overall liquidity position is
considered to be low risk. The Firm, in accordance with AIG group policy, holds sufficient
amounts of cash and short term investments (which are the primary assets on its balance sheet)
as noted in section 6.

5.7 Legal and Regulatory Risk

The Board of Directors is focused on ensuring that a robust regulatory control framework
continues to be developed and deployed in order to reduce risk arising from regulatory, legal
and compliance breaches. The Firm’s risk control architecture ensures that an understanding of
regulatoryrisk is cascaded through the Firm’s departments, leading toits recognition and
management being embedded within all levels of the organisation.

Compliance manuals, a comprehensive monitoring programme and corporate policies exist for
regulatory requirements with inbuilt deadlines including automated reminders to ensure all
returns are completed within required timeframes. Individuals are specifically tasked with
compliance for regulated activities and any non-compliance is reported and included in the
Compliance team’s quarterlyreport to the RCand Board. Conduct rule breaches must be
notified to the FCA on an annual basis for Conduct Rules staff and within a week for Senior
Managers.

Legalrisks, including risks associated with breach of contract (including litigation risk) and similar
transactional matters, are actively managed by dedicated in-house legal resources, shared AlG
Inc. resources, and external advisors.

6 Internal Capital Adequacy Assessment Process (“ICAAP”)

The Firm’s overall approach to assessing the adequacy of its internal capitalis set out in the
ICAAP.

The ICAAP process involves separate consideration of risks to the Firm’s capital combined with
stress testing using scenario analysis. The level of capital required to cover risks is a function of
impact and probability. The Firm assessesimpact by modelling the changes in itsincome and




expenses caused by various potential risks over greater thana one -year time horizon.
Probability is assessed using both a qualitative and quantitative approach.

In addition, the Firm has reviewed the guidance in BIPRU 2.2.61-65 and the output of its risk
reviews, including a quantification of therisks identified by relevant business heads. This has
identified a number of key business risks which have been classified against the risk categories
contained in GENPRU 1.2.30R.

The ICAAP evidences that the Firm has adequate controls in place to identify and manage
material risks and stress scenarios and has adequate levels of regulatory capital for its size and
complexity over a projected period of three years on a go forward basis.

6.1 ICAAP Governance Process

The RC has established an ICAAP Working Group which is responsible for drafting and
maintenance of the Firm’s ICAAP, is co-chaired by the CRO and Head of Finance and includes as
members a representative cross-section of senior business managers. The members bring
detailed business knowledge and experience to the working group and apply their expertise to
specific sections of the ICAAP. The ICAAP is overseen and approved by the RC prior to formal
review and approval by the AAMEL Board of Directors.

7  Capital Resources

The Firm’s capital resources, and projected capital and regulatory capital positions are set out
below. Capital resources calculations are based on AAMEL’s audited financial statements as at
315t December 2020 and adjusted for the £15m dividend paid to AAMEL's parent company
‘AIGGAMHC'.

Tier 1 Capital

Capitalresources total £15.34million (adjusted for £15m dividend paid in Q2 2021 and excludes
Deferred Tax Asset “DTA” of £1.89 million). This is broken down as follows:

e Ordinary Share Capital £10.30 million
e Share Premium of £2.48 million
e Profit & Loss Reserves of £1.00 million
e Other Reserves £1.56 million

In accordance with GENPRU 2.1.45R (calculation of variable capital requirement for a BIPRU
firm), the Firm’s Pillar 1 capital requirement has been determined as being the higher of its fixed
overhead requirement and sum of the credit and market risk requirements (AAMEL is not
required to include operational riskin its Pillar 1 calculation).

Pillar 1 fixed overhead requirement for 2020

AAMEL’s fixed overhead requirement (based on AAMEL’s 2020 audited financial statements)is
£6.5 million. The 2020 projected Pillar 1 fixed overhead requirement is also £6.3 million.
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ICAAP Capital Requirement

The Firm’s ICAAP capital requirements, taking into account the Fixed Overhead Requirement
and the additional capital from an orderly wind down scenario, is £10.2 million based on its
2020 financial statements and the Firm’s risk profile (Projected 2021: £10 million).

The Firm holds £15.34million of capital (ex-DTA) which is above the ICAAP capital requirement
of £10.2 million leaving a surplus of £5.14 million based on 2020 financials.

The surplus for 2021 has been estimated as £6.9million.

8 UK Stewardship Code Disclosure Statement

Stewardshipis defined as the responsible allocation, management, and oversight of capital to
create long-termvalue for clients and beneficiaries leading to sustainable benefits for the
economy, the environment and society.

The Financial Reporting Council, an independent regulator whose mission is to promote
transparency and integrity in business, sets the UK Corporate Governance and UK Stewardship
Codes and also monitors and oversees UK standards for financial reporting, accounting and
auditing. The 2020 Stewardship Code (“the Code”), effective since 1 January 2020 sets high
stewardship standards for asset owners and asset managers, and for service providers that
support them. The Code asks investors to explain how they have exercised stewardshipin
relation to a broad range of asset classes including fixed income, private markets, infrastructure
investments, plus investments in assets listed or located outside the UK.

Upon advice from the Firm’s legal advisors, AAMEL does not commit to comply with the Code
and does not consider itselfas being a signatoryto the Code and as such explains its alternative
investment strategyinits disclosure statement using the FRC principles as a guide, noting that
explanation of the individual principles is not strictly required. AAMEL’s Stewardship Code
statement is published on the AlG UK website.

9 Remuneration Code Disclosures

AIG Asset Management (Europe) Limited (“AAMEL” or the “Company”) is authorised and
regulated by the Financial Conduct Authority (“FCA”). AAMEL is categorised as a BIPRU Firm
and as such must comply with the requirements of the BIPRU Remuneration Code rules, set out
in the Senior Management Arrangements, Systems and Controls (“SYSC”) chapter ‘SYSC 19C
BIPRU Remuneration Code’ (“the Code”), and relevant guidelines on Remuneration Policies and
Practises. BIPRU 11 includes a requirement to disclose publicly a firm’s approach to its
remuneration policy and practices in the promotion of sound and effective risk management.

The FCA expects AAMEL to apply the Code in a way and to the extent that is appropriate to its
size, internal organization and the nature, scope and complexity of its activities. The COMCO (as
defined in 8.1 below) has considered the BIPRU remuneration principles, proportionality rules
and the accompanying FCA General Guidance on Proportionality and has assessed that it is
appropriate for AAMELto apply the Code in a proportionate manner.
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9.1 AAMEL's Applicationofthe Remuneration Code

AAMEL has implemented a remuneration policy in accordance with the requirements of the
Code and as part of this process the Company has created a local Compensation Committee
(“COMCOQ”). The COMCO s a subcommittee of, and reports to, the AAMEL Board of Directors
(“the Board”). Inaccordance withthe COMCQ’s terms of reference, membership of the COMCO
is designated by the AAMEL Chief Executive Officer (“CEO”) and includes, where possible,
representatives of Compliance, HR and Legal.

The COMCO has a limited mandate to:

e Assessandadvise the Board with respect to compliance with the Code, taking into
account the nature, scale and complexity of AAMEL operations;

e |dentify employees included within the scope of the Code (“Code Staff”);

e Monitor FCA rules and guidance regarding the Code and amendments tothe Code; and

e Determine which Code rules, if any, apply to AAMEL’s business.

Although the COMCO does not directly set or formulate the remuneration structures that are

applicable to AAMEL, the COMCO does have a duty to raise concerns if they believe that these
structures undermine effective risk management in the Company. In these cases, the COMCO
would have a duty to:

e Develop recommendations to the Board, as appropriate and necessary, withrespect to
the formulation and preparation of more detailed or comprehensive policies with
respect to remuneration, in each case tothe extent necessaryto facilitate compliance
with the Code; and

e Reviewand develop recommendations regarding AAMEL remuneration structures,
particularly variable remuneration, risk-adjustment and deferral, in eachcaseto the
extent necessarytofacilitate compliance with the Code.

9.2 Code Staff
AAMEL consider the following staffto be Code Staff:

e Senior front-office managers (portfolio management, trading, research);

e Heads of support and control functions (e.g. credit/market/operationalrisk, legal,
compliance, finance);

e Staff designatedin Significant Management Function roles including Certified staffand
Senior Managers;

e Materialrisktakersin the business; and

e Staff with total remuneration packages that take theminto the same remuneration

bracket as senior management and material risk-takers and whose professional
activities have a materialimpact on the firm's risk profile.
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9.3 Thelink between Pay and Performance

AAMEL, as part of the greater AlG group, operates a pay-for-performance philosophy.
Individuals are engaged by the Company under a contract of employment which sets out a fixed
annual salaryand target incentive under AIG’s annualincentive plan whereby a target short-
term (and, if applicable, long-term) incentive, an annual variable award, is established.

The performance year runs from January through December of each calendar year. The
performance measures used to determine whether and how much the plan will pay out are
divided into a number of categories which are intended to incentivise staffto balance financial
and non-financial, near-and long-term, and individual and group-wide interests.

Two factors impact annual incentive awards:

e Individual performance, measuredin part by achievement of specific metrics and in part
by achievement relative to peers, is evaluated through the performance management
process.

e Incentive pool funding — the amounts available to fund annual incentives for Company
employees are also dependent in part on the overall business performance of the
relevant AIG Operating Unit, the Company and its group affiliates.

9.4 LongTermincentive Plan (LTIP)

LTIP is a tool targeted at keeping core leaders within each business unit focused on overall
business unit results. LTIP’s purpose is to attract, retain and motivate highly qualified
employees who will contribute to AlG's long-term success, to motivate key employees to
achieve performance objectives that align the business strategy of AlG as a whole and to allow
them to participateinincreases in the price of AIG common stock.

LTIP targets are based on market data with performance criteria and achievement evaluated by
the Compensationand Management Resources Committee of the AlG, Inc. board of directors.

9.5 Aggregate Remuneration Paid - 2020

Number of Staff 155
Number of Code Staff 31

Total remuneration £12,792,083
Total variable remuneration £7,002,380
Total fixed remuneration £5,041,910
Pension & Other benefits £747,792
Fixed remuneration as a % oftotal remuneration 39%
Pension & Other benefits as a % oftotal remuneration 6%

Variable remuneration as a % of total remuneration 55%
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