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This Salverey and Financlal Condltian Report (SFCR) has bheon prepared to allow ID& Insurance Limited
(leA or fthe Company’) to comply with the Pillar || reporling requirerrents under Directive
20058/135/EC and Asseciated Regulations (“the Solvancy 1l Directive),

DA Insurance Limlted maintaiis a robust syster of governance which is commensurate to the nature,
scale ad complexity of the Company's activities and its risk profile. The system of governance revalvas
around the Board and Its Committeos the Investment Committor and Risk and Compliance Commitiee;
with key functons outsourced te external service providers in line with the Company's Gutiowrcing
Policy. The mainstay of the sysiemn of govermance is risk management system: which is designed ta
ersure thal gl the malsrial risks are [dentifies; and that palicies and procedures are in place to assess
their potentia'impact and (o adequately report them, sa that they can he managad ar mitigated.

This financial parlod is frorm 123 Jlanwary 2021 to 31st December 2021, During the period under review,
the Company repistered a loss after tax amounting to €1,148,963 {ioss after tax for the year ended
31st December 2020: £275,151 (restated}). Direct premiums written by the Company durlng this
prericd amounbad to £4 678 809 (3]st Deoember 2020 € 4,151,875), C.aims performance deteriorated
with claims incurred net of reinsurance fo- the period amounted to £2,099 501 compared to
£1.315,997 far the year ended 315t December 2020,

The Comaany’s Directors manage the Company’s capptal structure and make adjustments to ik, in the
ligh: of changes in ecanomic conditinns, The capital requirement of the Company is maintained in
accordance with regulatory solvency and capital requirements of the Insurance markeat in which it
aperates.

The Campany Inanliors its capital leval on a regular basis. The Company compliad with the regulatory
capital reguiremert during the years endad 2020 and 2021. No changes were magde in the Conpany's
approach to capital managoment during the period endad 31 Decamber 2021,

Going forwarg, the Company is expected tao caontinue meeting the Salvency [l regulatory capital
requirements hased an the [atest audited SCR calculatiors a: 3% 31st December 2021 and thase
resulting from the 2021 Qe Risk and Solvency Assessment,

INA's irternal capital Larget is to hold 140% of its Pillar 1 Minimum Cap'tat Requiremert,

On an anaual basls, the Board consides whether a dividend should be paid to remit any surplus capital
1 its parent entiny.
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Section A — Business and Performance

A.1 Business
Legal Form

The Company was incorporated in Malta on Bth July 2005 and 15 a 100% subsidiary of DAN Europe
Foundation, a non-profit Emergency Medical Organisation. DAN Europe (Divers Alert Network Europe)
i an international non-profit medical and research organisation founded In 1983, dedicated to the
health and safety of the global dive community, DAN helps divers and their families by providing
emergency medical assistance, promoting dive safety and conducting vital research. DAN also offers
education, products and services to beginners, experts and all kinds of explarers in between. The DAN
network protects what good divers value most; the ability to explore hidden worlds in safety.
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Registered Office and Registered Number

Registared Office: DAN Building, Sir Ugo Mifsud Street, Ta® Kbiex, Malta
Registration Number: C36602

Regulator

IDA is authorised to carry on business of insurance in In terms of the Insurance Business Act 1998,
regulated by the Malta Financial Services Authonty. The Repulator can be contacted as follows:

Malta Financial Services Authority
Trig l-imdina, fone 1,

Central Business District
Birkirkara,

CBD 1010,

Malta

Tel +356 21441155
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www.mfsa.com.mt
Insurance and Pensions Supervision Unit

Auditors
The statutary accounts are audited by Deloitte Audit Limited who can be contacted as follows:

Deloitte Audit Limited
Deloitte Place,

Trig L-intornjatur,
Central Busingss District,
CBD3050

Malta.

Partner: Mr, Mark Giorgio
Risk Profile

10A 15 authonised to offer classes of insurance business namely, acoident, sickness, fire and natural
torces, other damage to property, genaral liability, legal expenses and assistance. Furthermaore, it is
authorised to provide insurance under EU's Freedom to provide services in anather Member State in
Austria, Belgium, Bulgaria, Croatia, Cyprus, Czech Republic, Denmark, Estonia, Finland, France,
Germany, Gibrallar, Greece, Hungary, lreland, lceland, Italy, Latwia, Liechtenstein, Lithuania,
Luxembourg, Netherlands, Norway, Poland, Pertugal, Romania, Slovakia, Slovenia, Spain, Sweden, and
United Kingdom,

This insurance policy is distributed by VING Insurance Brokers Limited ("VING"), a related insurance
intermediary incorporated In Malta and authorised by the Malta Financial Services Authority to carry
oninsurance intermediary activities, on behalf of IDA Insurance Limited.

1DA and VING made a valid notification to the Prudential Regulation Authority {'"PRA") in the UK, 1o
continue carrying out business in the UK, under the Temporary Permission Regime (TPR).

The Company is also licenced to provide insurance services in Switzerland through a branch, regulated
by Swiss authorities, FINIMA.

The maln line of insurance classes that is currently provided s namely, accldent, general liability, legal
expenses and assistance. The principal activity is to underwrite scuba diving risk for the leisure and
commercial diving industry. The company offers its policies through the group’s online portals,

The Company writes insurance for students, recreational and professional divers. This business is
accepted within safe practice guidelines issued by the international recognised diving bodies. The
Company Insure members of DAN Europe Foundation the majority of who are EU residents. The
policies issued are in the EU but provide insurance benefits when diving anywhers in the waorld,

The salient features of the current policies issued are provided hereunder:

s Sport Member (Sport Bronze, Sport Silver and Sport Gold), which are products suitable for
recreational divers,

s Pro Member (Pro Bronze, Pro Silver and Pro Gold, products which are designed for Professional
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Divers ond Instructors Student Insurance (First level courses, Advanced courses, Speciality courses
arwg Freediving stapa), suitable for diving students;

s Club #ember (Club Member and Club Member Plus) praducts that are doslgned for dive centres
and are interded for both instructors and students Family Plans (Family Sport and Family Mix)
products, which are suitable for family members, maluding both recreational and professional
divers,

Significant events in the reporting perlod

a DA Inswrance Limited acquired all the shares in YING Insurance Brakess Ltd from its parent;

A.2 Underwriting Performance

The Company's maln products and the ways inowhich it manages the associated risks are as follows:
Emeargency medlcal, personal accldent, repatrlation and travel assistance

These policies offer insurance cover for emergency medical, personal aecident, repatriation and travel
assistance onywhere in the world, As such the claim costs of the insured accident vary depending an
the saverily of the accldent, s location and the guality extent and tariffs of the medical facilities in
the accident location,

Civil and professional liobility

Thexse: palicles are accurrence-based wordiags. Therefore, the Company is liakle to all insured events
that oreurred during the term of the contract, even if the loss is discovered after the end of the
contrack torms, Those lability clamns also take longer te develop than claims submitted uader the
Coampany's Accident programme and as a result, the estimation of claims Incurred LUt nat reported
and clzims incurred but not enough reported s generally subject to 8 greater degree of uncertainty.

Legal dafenpe

These policies offer legal defence benafits when dving anywhere in the wor.d. As o result, the claim
costs of the neured accidert vary,

The Company manages these risks by implementing its underwriting and claizns management strategy
after baving obtained and considered expert advice approved by the board. The skills available to the
Company to manage the insurance claims issues arising frqm the insured accidents have Been Builk
OWEr Many years,

During this financial period, the Company reporbed gross weitten premlums of €4,636,129. Clairs
incurred durlng the finandal period amourted to £1,506,295,

This year, the Campary closed the financial year with an underwrit ng profit of £329,32% orolon down
as tollows:
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The primary drivers for the results wers the following:

The Company's Premium increased month on month, however still not in line with pre COVID
premiums. Therefore, the Company wasn't able to meet its projected GWP,

The loss ratie for the year has worsened when compared to the prior year results; this is mainly
due to the fact that in prior year, the company was still @arning premiurns from the prior year
therefore the earned premium of 2020 was higher when compared o 2021.

The total claims paid for the year stood at €1,506,295;

Total claims outstanding as at year end stood at €3,102,842 whiist the IBNER stood at €53,131 and
IBNR at £416,736, There were na further changes to the commission rate.

There were no further changes to the Rl structure for Liability during the UW year.
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Income Staternent — Technical Account

Statement of Profit or Loss and Cther
Coampreh#hsiva Income ~ Techaical Aczount

Ferihe Yanr Endedd 31 Dmearnber 2321

G Cruep
Motas Ml 2020
iBsatatmd:
FUR FUR
Earneel premivmes, vet of ppinsyrsmee
Gross premivms witken ir 4 4041990 4151878
Cutweed fewrsd FaAce Tesums 7 y3FE A0} 1253, 7y
Jeband fETvEL ARE Eremium T ik 71% 150,254
I el presL ins wriltan 3 544 108 226,42
Thempe o gross. e sion for L ses-ned premians 5224y A3, 17
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1,570,744 1,370 047
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A.2 Investment Parformance

3. Invesimen ceme and charpes

2024 020
EUR EUR
Invanimant gpains
Inferest imcame on baink deWrsry 15,606 12727
Indes o incong o0 manciat assels 78,8490 &8 BBE
Reatised losaf gain on sake of invogincms {6 4] L33 AE;)
[Excharns gain 7 640 o 445
b FOZ 74620
Amalyaecd bedwesa:
Blocaled Faealaenl reldim fronsfz e 40 the gensral
buelnees tachrkal accorn 150k a7
Ingztman: ~sturn inclodedd in e non-lechcical
acnoumt 91,006 3.834
95 502 7635
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A.4 Parfarmance of other activities

Statament of Profit or Loss and Qther
Comprelwensive Income — Non-Technical Account

Far Ine Yesr snded 31 Beca nher 2021

Holee 1021 220
{Alegtuled)
EUR ELIR
Balance on teelinic B fwecuoi
Cur general bnabiess {page T} {347,191} £219,18%
Tivestnient income B 4,156 101,552
Invesbneat cnpenaes and chacges 3 1,124 {03 96T
Allocred invesiment rodurn ransformed 1o
the peceral broness technical xocoumt g (2,566) )
(AT Sheoan e @B, (07 10,850
el aperating exyenses a (L,284,7%) (382,7T15]
Loss before iax (1,489,704} (354,320
Inconve ta credit 12 331B31L 508,175
Lcas foe (e year f1,148,963} (2751513
Chilier compreliensive incrne
It2ms Thad may be reclassified subsequently
to profit or Loz
CGan o wvaliuble-for-gale
financial azs=-, nel of dedesied Lax a7 44 315
Total comprchensive loss for the year
atbvibisiable to ordinary shascliolders (1,143,001 (2310834

A.5 Events after the reporting perlod

On 24 Feorugzry 2022, Russian t-ooas started invading Ukraine, The angoing milltary attack has led,
anck continues 1o lead, to significant casualtics, distocation of the population, demage to infrastructore
and disruption to economic activity in Lkraing,

In response, multiplc jurisdichions, including the EU have imposed economic sanctions on Russla,

I lipht of the above, the directars 1nerefore conslder that the company continues to be a going
concern since there is no material impact on the campany financial statements,

A.6 Any other information
COVID-15 impact
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The spread of COVID-19 has severcly impacted many local ecenomies araund the glehe thraugh the
vear, Measures taken to contain the spread of the wirus, including trovel hans, quarantines, social
distancing, and closures of non-essantial services have triggered slgnlficant disruptions to the diving
commuity. Inthe year 2020, the COVIR-19 pandemic has resulted in a reduection in premiums written
by the Company which were mostly limitec to the manths in which all diving activities wers suspended.
fn 2021, in line with expectation the reduction in witten premiums started Leing rectified since a
number of peaplefcountries becamea nmune to the virus with the help of thae vaccine.

Wthinthe yesr 2021, travelling activities were carriec aut and clients renewed their pol'ces as diviag
and trayelling activities started beirg carried out witn more ease, As at the date of this repom, the
Comparty has net incurred s'gnificant clains {nedical exsenses] arising from OOVID-19. The policles
written by the company hava aow hean updated to exclude Pamdemic Disesses, prior to this such
claims were being covered subject that the insurcd travelled obroad before the Governments issucd
travel warnings. Such cases have been noted as minimal; moreover, it has been noted that the claims
incurred from the impacted period reduced due to the restriction in diving activities, The Directors
therefare cansider that whilst the Company's profitabllity have been [rapacted during 2020 and In
2021; when combined witk the Compary's overall liquidity and solvency position, the Company
continues to be a going cancern.

Section B — System of Governance

B.1 General infarmation on the systern of governance

The Board of Directors has adopted a supervisory structure bt suit the requizemments of 1DA's
cperational needs. lhis structure grants the reguired flexibilicy that leads to an eficient
cecentra’zazion of selective dacizslan making while ansuring that responsibility for overall governance
rests within the Doard. The Board and Committees are comprised of 3 mix of Mon- executive Directors
and Executive Birectors whao meet on 2 regular basis typically an a quarterly basis,

The Managing Dlrector and the Senlor Manager assisted by the Insurarce Manager oversee all
activities undertaken and escalates material matters to the Board.

IDA simplified organisation and povernance chart is illustrated below:
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Bl.1 Board of Directors

The Board of the Company is of sufficient size and expertise to oversee adequately the oparations of
the Company. The composition of the Board has boen designed 1o ensure:

that it can adeguately discharge its responsibilities and duties;

that It has a proper understanding of, and competencies to oeal with, the current and
ermercing issues of the husiness;

that it can effectively review and #ssess the perfermance of sutsaurcad arrangemetits,

The following were members of the Board au 31 December 2021

Prof Alessapdre Marrani (Chairman)

Orlre Cali Corlra {Managlrg Director)

Lr Filomena de Angels [Executive Director)

Mz Laurg Marron! {Executive Directar)

Ur Matthew Bianchi {Indeperdent Mon-Executive Director)
Kay Mercieca {Independent Nop-Executive Director]

The Board of Directors appoint & Chairman of the Beard and determine the pariad for which he will
hold office.

The Board of Birectors is mace up of mix af indiviada:s wha have the necessary skills and expertise in
the following areas:

Market knowledge - the awararass and understanding of the wider basiness, ecanomic and
market environment in which the undertaking operates and the lnowledge and needs of
policy holders;

Business strategy ard Busincss model - an appropriately detailed understandiag of the
unrdertaking's business strategy and model;

system of povernance - this includes risk managenieht and control, which means the
awareness and understanding of the risks the onderkaxing, is facing and the capability of
managing them. Furthermore, the ability to assess the effectiveness of tho undertaking's
arrangements to deliver effective poverrance, owversight and conatrals in the business ond, if
necessary, overses changes In these areas;

Financial and actuzrial analysis  the ability to imterpret the undertaking's financial and
actuarial information, identify ey issugs, put in place appropriate controls and take nocossary
measures based on this information;

Regulatory framewark and recuirernents - awareness and understanding of the regulatory
framewark in which the undertaking operates, and the regulatery reguirements and
expectations relevart to it and the capacity to adapt to changes which stem from the
regulabery framewark without delay,
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The Board of Directors is made up of a mix of Lxecutive Birectors, Mon-Executive Direclors and
Inciependettl Mon-Executive Directors.

Tire Rueles and Responsibilities of the Board ara the following:

Frovide entrepreneurial l2adeeship of 104 within & framework of prudent and effective
controis which enable risk to be assessed and managad.

Set IDA's strategic a'ms, ensbre that the necessary financial resouraes are in place for the
Company to meat ils objectives, and roview the insurance manager's periormance.

Set IDA's values and stancdards and ensure that its ahligations to its shareholders and others
arg understood and met.

Comply wita tha Memarandum and Articles of Assaciation ot the Company,

Comply with reguircments sot out in the Maltese Companios Act and Maltese hsdrance
Business Act [Cap 403) and comply with the Gereral Good Recuirements far all classes of
business in each country within which [DA is operating,

Assumic rosnorsibllity for the day-to-day conducet of IDA's business. Clearly and approprately
apportion significant responsikilities to the Lnsurance Wanager and other third-party

providars,

Crversee the establishment and maintenance af robust and dearly docursented sysiemes and
cantrols in accordance with applicablz regulations.

Review and approve busirezs submilted by ke Intermal Contral Working Group  Risk
anagerient & Compliance Committes and t3e Inwvestment Cammittee.

Ouorsee the process of sutsaurcing, and monltor the discharge of the Compliance, Risk
Managerient, Internal Audit and Risk Manapemeant functions,

Enzure that assels are jrvested in line with the Prodence, Persens, Principle and i a manner
that is approgrlate to the nature and duratlon of the insurance liabilities

Crversee the claims procoss and clalms provisions

Maatings of the Board

Meetings of the Board of Directors [BoD) are held no less than four times annually but arc also
held as freguently as considered apprapriaze.

Al meatings of the ol and any general meeting of the members of the Coamparny are neld in
Malta unless nlhanvise resolved by the Directoss of the Campany,

A persan [= enlitled to participate at a meeting of the BoD or at any GM by maass of a
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telephane link provided the othes members or directors agree to such participation by
telephone. I'he Chairmtan of the meeting, in such cages, thall sign an behalf of the person
parmicipating by telephone and shall recard the fact that all persons present at the moeting
have agreed ta such telephone participation,

* The Chairman or any member of the Bozrd may call meetings of the Board.

v A minimum of seven days' notloe in writing 15 pravided to all direczars of a Board meeting.
Hewrever, the Company recognises that from time-to-time Boerd meelings may need Lo be
called at short potice, If a Board meeting it called at short notice all dircctars must be
contacted in writing or by telephone advising them of the meeting and the proposcd agenoa.
Prior approval for the mecting to take place must be obtained from all directess
nctwithstanding that a director may not be able to attend & meeting calleg at shost notloe,
Such approval roust be documented in the meeting minutes.

Quorum
The quorum for decisions of the Board is three.
Attendance

1. The Chairman presides on each baard meeting held.

2. Amember of the UBoard is gntitled to appoinl #n gllernate in his stead,

3. TheChairman, at hisfher discretlon, rmay invite other executives ta attend and be heard at meetings
of the Board.
bacisigns/noting
1. The directors meet for the dispatch of business, adjourn or ctherwise regulate thelr meetings, as
they think fit. Queslinns ansing at any meeting are decided by a 4/5th majority of votes,

2. Mo advisers areentitledto vote at meetings of the Board.

3. In the case of round robin approvals, aresolution in writing, including threugh the medium
af electranle facsimile, approved by all members, sasvalld and effectual asif it had been passed

at a Board mesting duly called and constituted,
& Such a raund robin approval is tebled at the next mesting far noting.

Minutes

1. Detailed minutes of all Board meetings are prepared with all decisions, discussions and points for
further actions being documented, Abstentions or negative votes are documented in terms
acceptable to the abstaining or dissenling person or negative voter, The minutes of meetings
pravide sufficient detail tn evidenee apprapelate Board atkzntion, the substance of discussions and
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their oitcerne and are apreed at the subsegquent Baard meetiag. Minutes also document the

attendance or non-atiendance of moembers of the Board,

2. Minutes of all Board mestings arc talen by the Company Secretary and are circulsted to sl
directors fur review in @ reasona ble timeframe after 2ach mesting,

3. The final draft of the Bosnd minutes of a meeling are presanted to the Baard far aopraval at
the next Beard meeting. Ifapproved the minutes aresigned by the Chairman ofthe Meetingand

kepl althe Company's registerad 2ddress.

Information on Remuneraticn Policias and Practices

The pavernance framework includes a Rernuneration pelicy for defining the remuneration pract|ces
of the Company designed to suppott the Compary's risk appetite, strategy, oojectives and values,

The Evard of Directors is respansible for the Bomuneration #olicy and the regular review ofthe Palicy,

The Rermuneration Policy applies to all levels of the organisation and categorics of employeey
including Directars. [t contains specific arrangements that take into consideration the rales of the
memhbears of the Board, persons responsible for key functions, senior management, and persanal
undertakings Lhat involve significant risk taking and oiber employeess. It further extends ta the

arrangements with any outsourced particsinvolved in the diste'bution of the Company's prodocts,

The Remuneration Policy reflects tha Campany's objectives for good corporate governance as weil as
sustained and long-term value creation of the sharcholders. The Hemuneration Policy does not
excessively reward short term profits and discourapes incentives to Lake on risksthat are pot in Hinoe
with the Company's risk prefile. This can undermine the scund and effective sk management
framewntk, exacerbate excessive risk-taking behaviour and the grotection of the policy holders.
Henee the perfortnance criteria, including wor: financial performance factors such as goals and criteria

relatingto effective risk management practices are considered.

The salary is made op of & fived component namely salary and beneflts. The fised companent
rearesents a significant and sutftclently praportion of the total remuneration and thus avoids that the

employees are any way dependent on the varisble companent.

Warinble components are discretionaey and fully flesiale as epposcd to 2 confractual entitlement, 17 s
hased on peifermance and ara capped at a marlvum Hmit set by the Company. The Company has the

right to withhold bonuses whera its financlal abjectives have not been met.

Performance Based remuneration is aligned to 2n assessiment of the strategic prigritles of the Company

which promates snund risk managernent, the strengthening of long-terr custamer relations and the
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valoe of the business, Nen-financlal fackors are taken into consideration. Parsens responsible for o key

funciion are not allgille far perfermarce-based remuncration.

Currantly the Company has np arranpgements applicable to supplementary parsans or carly retiremeant

scheme for members of the Board,

B1.? Investment Committee

The Company's Imvestments are managed through an Investment Committee which operates
within irvestinent parameters set and approved by the Board of Directars. The procedures
consider a recommonded portfol'o structyre, ascet and counterparty limits a5 wetl as curreney

rastricticis,

D& Invastment Committee (1} has been established as a committee of the Board and is camprisad
of the Managing Director, an independent non-executive director and an independent Investment
advisar, A third-pariy Investinent Manager, duly appoirted by the 3oard of Directors also attends
ayorymeeting. Thi quorum far the meetingis two members presentin parson.

The abjectives of the Commitiae areto:

1} Prepare and submit far appraval by the Board, and thereafter communicate to the Investment
Manager, the basic investmeont strategy and policy fur the Company, after consicering the
relative recommendations sutamitted to it by the [ovestment Manager.

Such recommendalions are based on, inter-alia

o cansideration of the Corrpany's cash flaw projections, and forecast assets and liahilities,
which the

* Insurgnce Manager shall determine in conjurction with the Marager;

¢ campliance with relovant statutory and regulatory solvency realirerments as agreed with
thelnsurance Manarer;

¢ the Company's latest investment strategy and policies, and anticipated market
wya |Lrations;

v the Company's cradit, market and liguidity risk policies, and tho perfarenance banchmark
as recommendead by Invastment ranager and approved by the Investment Commiitee;

s aconsidersed view af future investrent prospects.

7} To review the Investrments Manager's report of its activity In tie preceding period, and ta
ensure that she actual tactical changes carried cut during such peried were consislent with
approved golicy and restrictions and reasvnable in the light of shert to medium term
inveslment praspects prevailing at the time.

3) Monitor the Investment activity and porormance of the Investmenl Marager and their

orgoing ability and suitability to provide the appropriaie serwirgs, and to recommznd
appropriate action to the Board where nocessary.
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4} Review and determlne zny limlts, autharitles and pracedures that are relevant ta the cffective
axecution of investrment pelicy, and advise the Board accordingly.

The Boardsupports the nvestment Committen inattaining its chjectives, and procuras that the
responsibilities of the Investrment Manager wil! similarly melude providing such support ta the
Investmant Committaein anyform thatit may bo reasonably roquired.

Theinvestment parameters are documented in the Asset Allocation palicy, which are reviewed by
the Committes in line withechanging marke: treads and Company needs at every maating,

5] The Committes reviews the performance of the portfalic in line with the investrment
parameters set outin the Asset Allacation polley

The Investment Committes mests at least evory quanier. The Ipvestmeant Committes meetings
may be held Wa teleconferance link and any resolutions or recommendations or decisions of tha

Committee inwriting siened by all the members of the Investment Commiltes shall be equivalent
t2 a meeting of the Committes,

b representative from the Insurance bManager and tha Group Financial Controller s inviied to
attend each Meaating.

Any decisior In respect of recommendations submitled to the Company by the vestroent
adwisars, reguire the consent uf all Lhe rpemibers of the [nvestment Committes. A written record
of such decisions is maintained in relation to cach recommendatian and maintained in relation
to each recommendation and are submitted to the Company, and such records are rmade
availabile to all members of the Investment Committee,

El1.3 Risk Management & Compliance Committee

The Risk Managemeant & Compliance Committee (EMC) has been establishad as a commitiee of
the Board and is comprised of an Executive Director who also acts as Chairman 2nd the Managing
Directar, The Insurance Managers, duly appainted by the Board of Directors also attends every
rmoetirg,

The nurpose of the Risk Management & Compliance Committes is to have overall responsibility
for estaklishing a strategic spproach to Risk Management & Compliance across the arganisation,
ensaring that the approach is pro-active, The Committos is also respanstiie for the overall co-
ordination of Risk Managame=t & Compliance activity. It ensures that the nocessary processes are
in place to achieve comrpliance with statutory reguirements and to protect the Company's
policyholders, staff and assets. Risk Management & Compliance s an integral part of the
Company's strategic and operational objectives.

The Risk Management & Compliarce Cammitter is established in accordance with guidance set
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ouit by the Regulator and the obligations under the precent corporate governance standards. it
is sufflciently robust to evelve in comaliznce witk Solvency 1| requirerments when there are
required to be implemented,

The Committes s ane the Comitittees of the Board authorised to maks executive decisions
ragarding the management of risk and campliance with regulations. The Chairman of the

Cammiftee reparts to the Board at every board meeling and pravides an update of the salient
rmatters discussed during the Risk Management & Compllance meatings which are held on a
guarterly hasis in the same manth prior to the Board meeting,

The Conmmittes

1. Agrces, monitars and ratifies the Company’s Risk Manageraent & Comoliance strotegy and policies.

[

The Committee is made aware of all poticles approved under the Insuranee Financial Risk, Non-
Insurance Financial Risk, Mon-Financla) Rlsk, Internal Control, Compriance and Dutsaurcing
palicies. and of any material decisions taken by the Investment Comemittee o the Internal
Controd Working Group and ensure the policies are implemented effectively, reviewed, updatad
and approved;

Acts as the Company co-ordinating body on all risk-related policies and procedures in
conjupction with other specialist cormmittees or departments;

Assists the Boardin defining acceplable riskwithin the organisation and propose the Company's
risk gppetile slalement;

. Ensures that adequate crganisational systems are In place for Implementing, monitoring and

reviewing assurances on contrals;

tlakes recommandations to the Saard on prioriiy risk areas and on the appropriate action
recLired ta aveid or mitigate thosorisks: '

Cyersees, identifies and implements the Risk Managernent & Comgliance actinn plan and rlsk
rogistors,;

. Receives information froam any director or officer highlighting any "high" rlslc areas of concern

outside the rolling programme of Fisk registor reviesws,

Reviews and apmroves the risk registers;

10, Monitors and raviews the Company's internal central framework and monitors the assurances

detailedwthinthe document;
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11. Designs, manages and implements the Company’s insurance znd claims, Risk Management &
Compliance strategy to assess and anticipate trends and developments and makes
recommendations an appropriate actions ar impravement;

12. Reviews the Risk Management & Compliance Strategy through the approval of the Risk
Managemant and Compliance Plan an an annual basis,

13, Review 3l decumentation is in ling with the Company's product governance and oversight
arrangements prior bo its approval by the Board of Directars.

14, Approve any changes to oxisting insurance products of new insurance praducts ensuring that
the products are in lime wilth the Product Oversight Governance reguiremeants, prior being
presented to the Board for approval.

15. Overses the existing and new insurance products throughout their lifetimes

The Risk Management & Compliznce Committee receives reparts from the Risk Management Functian
Underwriting Function, Claims Funclion and Compliande Funclion at each Committae meeting,

Appointed members are required Lo allead e Risk Management & Compliance Comnmilles o0 s
repular basis. Mo more thon twa meetings should be missed in any onc year unless due to
extenuating circumstances. Should a Commiitee member nal be able 1o attend the meeting, the
meeting shoukdif possible be postponed to anather day provided it is still possible to make it in

time to report to thesubsequent hoard meeting.

Tha effectivaness of the Risk Managemanl & Compliance Cemmittes is monitared through the
follomwing:

1. Coramittas minutes 1o be monitared bythe Brarg;

Z. Internataudit;

3. Associated action plans related to the internal controls’ framewarl

fhe Secretary of the Committee is @ representative from the tnsurance Manager who attends all

meetings and preparas minutes,

B1.4 Internal Control Working Group

Givea the size, the Company is exempt from having an Audit Cornittee however it has set up an
[nternal Control Warking Group with the following objectives;

1. Monitoring the integrity of the financial statements of the Company, Independant auditors
qualifications and independence, performance of the Company's incéependent auditars,
aparapriateness of the Company's internal data, systems and controls, compllance by the
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Company with legal and rcgulatory requirements relating to audit and financial reporting
functions and Company's internal audic and risk management functions,

Z.  Reparting to the Board on the farcgoing and to assist the Board in considering and adopting
accounting policies.

The Warking Graup |5 composad of such Directars as may be recommended to the Board who after
considering its Corporate Governance and the requirernenls and guidalines and obligations
under Solvency 1l has nominated the Chairman of the Company, an independent non-executive
direclor and anmexecutive director,

A representative from the Insurance Manaper acts as secretary fur the purpase of the Working
Group meeting who attends afl meetings and prepare minutes.

The guorum for the meeting is one plus the Chairman af the Warking Graup. The Warking Group
Rusponsibilities are:

1.  Tamake recainmendations to the Baard to appaint, dismlss, agree compensation of and
aversee the work of the independent guditer in eonnection with conduct of the andit, issuing
an audit regort and retated waork {including lialsing besween management and the auditar
regarding Nnancial regorting), incuding:

a Reviewing the experlence and qualifizations of the independent audit firm and the
ceniormembers of the independenl auditor Leam;

. Ghblaining and reviewing & report frem the independont auditer at least annually
regardlngthe auditors internal quality-control preccdures,

. Evaluating the pecformanee of the independant audizar:

. Presanting its conclusipins @1 the preceding point to the Board, taking any ackions
desmed necessary or dosirable by the working group to satisfy ilself as to the
gqualificailors, performance and ndependence of the indepeadent auditar, and
maxing any recommendations to the Beard concerning such matlers as the working
aroup deemns advisab's;

. Meeting with the independent auditor pricr to the audit ta discuss the planning and
staffing of the audit;

. Raceiving direct reports from the Independent aydliior In cannaction with coaduct
of theaudit,issu nganaudit repart and relatocd work;

. Feviewing and agresing the independent auditars annual engagernent lottes (including
tarms of rermuperation; and

» Assessingthe effectiveness of the audiz pracess.

2. Toreceive, and take any approptiate action Inrelatlan to, all reports and other communications
which the indzpendent auditor is reguired to make to the working growp, [rcluding thimely
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reports concerning:

" Al oritical accounting policies and practices to be used,

a Al alternative treatments of financial infoermation within generally accepted
accounting princigles that have been discussed with manapemeant of the Company,

» Ramifications of the use of such gltormative disglosures and treatments, and the
treatment praferred by the indepandent cuditer; and

. Other material written communications batween the independent, auditor and the
management of the Cor-gpany, such as any managemaent letter ar schedule af unadjusted
differences.

3. To review and discuss with mamnazement and the independent auditer the annual audited
financial statements {ard where praciicable any other mzterial public ar regulatory
financial statemenls), including disclesures made in management's discusslon and anzlysls
ard the audit representation letters, and recommend to the Board whether the audited

financial statements should be spproved,

4. To discuss with managenent and the independent auditor significant financial =cperting is5ues
and judgernents made in eonnection with the proparatien of the Campany's

financial statements.

t. To discuss with management and the indaperdent auditor the elfect ol regulatory and
accountinginitiatives.

B. To meet with management, the internal accountonts/ sodilors and the independent
auditor separately, quarterly or at swch other interval as the working group deems

reasonable.
7. To monitor the independence of the independent auditor, ircluding:
3.Fvaluating the independence of the Independent avditer, Including whether the
provisicn of non-audit servizces iz compatible with maintaining the suditors
indepatdence;
& Approving o disapproving any engagement by the Company or its subsidiaries of Lhe
Imdependant auditorte parform any non-audit sarvices, subjact ta ademinbmis threshaold

of €2,500: andd

3, To manitar the Integrity of the Company's finaneiz! and other intarnal controls.

g To oversee and manitar the documentation the reports and documerts produced by the risks
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management committec,

Yo receive from management reparts an the effectiveness al Lhe internal contral and risk
management systems, and the conclusions of any testing carried out by internal and
external auditors,

To review and approve the statements included in the annua! report in ralatian te interpal
conzrol and the managament of risk
Tao monitar and raview tho offectivenass of the internal audie function, and to approve the
gppointment or termination of the internal auditor.
To review and discuss wity management the reserving methadology and pracess af establishing
tha Comaany's reserves, together with Internal or external reports or studies,
To receive reports fram the Company's Head of Camaliance, on compplianee related matters
including any matcrial compliance breaches.
To recaommend to the Board for adaption a procadurs far the receipt, retention 2na treatment
of camplaints recelved by the Company reparding aczounting, internal accounting controls, ar
auditing malters, and the confidential, anonyimaus submission by employees of cohcerns
regarding questionable 2ccounting, auditing ar other matters.
T maet at lzast guarterly.
To make regular reperts Lo the Board.
To review and reassess the adequacy of thewe abjectives and its own perfarmance annually and
recammend any propozed changes to the Board for approval.

To providle a staternent abaut its activities for the annaal report.

Warking Group Authority

1. TheWorking Group has the authorily reasonably required to enahleit to discharge the Workiag

Group Respensibilitios.

2. The Woarking Sreup has the authority to engape at the Company’s expense independent counzel

and other advisors as it determines to be roasanable 1o carry aut the warking Group's
Kesponsilities

3. The Working Group bas the authorily to reauire any officer o employee of the Company, of the

Conmtpany's cutside counsel or independent auditor to attend o meeting of the Working
Group or to meet with any members of, or consultants to, the Woarking Group,
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2. The Working Graup may form subeommittess and delegate authority to such subcommittees
or anindividual member of the Warling Group wher appropriate.

5. The Responsibilltizs and Authority of the Working Group do not include the abligatlon to plan
or eonduct audits ar to determing that the Company's financial statements ond disclosures
are complete and accurate and are in accordance with ganerally azcepted accounting principlas
#nd applicable rules and regulations. These are the responsibilitics of manapement and the
Independent auditor, as applicabla. It is also net the responsibility of the Inlernal Contrals
Working Group to set or determine the adeguocy of the Company's reserves,

Managing Director

The Managing Ditector is empowerad ta exercise the autharity of the Board batwean board

meetings and has delegated authority in all issues, excepl matters reserved for the Roard.

Reprosentatives of all the key funct'ons and businesses that either provides services ta, of use, iDA
are members ¢f the caccutlve aroup which provides a forum e ensiring:

. lssues are raised, debated and solved (being escalated to the Board where nooessary)
. Proposals arg diseussed and shared acrass the stakeholder networs
- Matters to be raised for decision at the Board are corrmunicated and support gained

B1.5 Management Working Group

Tha Company has opponted a Management Working Sroup (the "Working Group®) to pramate a
commuaication flow between the Finance Function, the Claims Function and the Rlsk Management
Furectlon with the Actuarial Function.

Constitution ond Camposition of the Werking Group

1, Tke Working Group is comoaosed of such members as appointed by the Board, Thare iz a
minimum of four {4 mernbers.

2. The currenl Warking Growp comprises:
»  The Finanee Function
#  The Actuarlal Function
The Risk anogement Function
= The £laims Function

3. Arepresenlative from the Insurance Manager attends the Working Group,

4. The 5Swiss Branch Actuarial Function is asked to atlend the meetings on a quarterly basis.
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5. The Wodking Group may alse include fram time 1o time, in an advizory non-voting capacity,
ather professionals wheare their specific technical skills antd support zre reguired.

& The Working Group raembers may nominate other individuals to attend In ther stead as their
alternate suhject to adherence to the membership stracture set out abowe.

Working Group Responsibilities

The Working Group's responsibilitias are as folows:

il Frsuring effective implamantation of 2oy establishad Board policies relating to the
activitles of the Campany as follows:
¢ Actuarial Policy
o Risk Management Policy
o Roserving Policy
b} Assess the impacl of the launching of new products or new lines of business an the
financial reswlts and solvency of the Company
c}  Monthly monitoring of claims and claims resarving, including claims triangulations
i} Dlscuss possible scenarios that could be run gy part of the ORSA,
g] Liscuss mattars relalive to accuracy, reliabllity and completenass of data,

The Chalrpersan of the Working Group is responsible for leadership of the Warking Group, including
proparing the agerda, presiding over Working Group meetings and maling Working Group
assignments. “he Chairperson of the Working Group reports to the Compliance and Risk Warking
Group at every Wosking Group Meating and provides an update of tha salient maiters discussed during,
the Working Group mestings which are held on a monthuy basis in the same month prior to the CRC
meetirg.

Relatad Party Transactichs

Curing the year the Company entered into varjous transact®ons which are subject to common
coatrol. Alltransactions are conducted withinthe narmasl courte ol bosiness.

The Company is a subsidiary of the Dan Eurape Foundatiar (the “parent”) which holds 892 of the
ordinary shares of the Company. The reglstered address of the Foundatior is 26, Fidiel Zarh Streat,
Gharghur, Malta. Ying Insurance Brokers is the subisidiary of the Company, holding 100% of the
Ordinary Share of VIR,

During the course of the year, Lhe Company enterad into trapsactions with ralated parties as <et
aut below.

All the Company’s insurance busingss is transacted thraugha licensed broker, whichis the
Company's subisitliary. The transactions with the broker are Included with "cther related
partias", defined bolow.
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The retated party transactions in question were:
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"Diher related parties” consist of related parties other than the parent, entities thal are controlled
ar jointly controlled by, directly or indirectly, key management personncl of the Company.

Tne terims and conditlans in respect of the related party balances du rot specify the nature of the
consideration ta be provided in selUement. No guarantees have beongiven or received, The
amounis were unsecured and interest-free. The amounts due from the parent s oxpected to be
extinguished theough structured cash scitlcments overa period of sevenyears,

Key Functions

| he Company complies with the requiraments under Solvancy || and the Fitness & Probity Standards
to epsure that Key Functions ace nold by persons with the appropriate knowledgs, sxperlence and
compeatence, The fallaw ng Key Functions ere outsourced by the Coirpany:

Risk Management Function

Risk rmanagement lies at the heart of the Company s business activities. The adupled risk appetite
reflects the articulated risk profile set hy the Board through its risk return profiling of the
identified heyrisks.

The Board is assisted by Willis Towers Watson Maragement {Malta) Limited being the outsourced
seryice provider of this Function in cxecuting the rsk managerment strategy laid dowe by the
Roard,In develening arisk management framewaork of the company's risk appotite, imits and
talerances, inestablishing internal risk management stractures, and in ensuring that the necessary
resources areavailable and dedicated to achieving the risk management objeslives, The Risl
Management and Compliance Committecchairad by Mrs Lau-a Marroniaot as oversight.

Furthermare, Willis Towers Waotsen Maaagemenl {Malta) Limited also assists the Board and other
functions in assessing and defining the risks ex'sting |n specific risk arcas and frem those assessments
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developing writtan risk management policies and procedures t¢ manage those risks. it also assists tha
Roare in assessing the company’s capacity 1o ahsorb risk with due regard to the nature, prabahility,
duration, correlation and potential severity of risks, including waking at risks from different
perspectives, such as by territory. |t also seeks to idantify and assess emerging risks ane advise the
Board theroon.

Acceptahle risk [imils for each risk type are determined to facilitate control mechanisims to ensure
that limits and precedures are adkrered to, and that the company is operating within the risk
appetite parameters st by the Board.

As the Company oparatos in 2 dynamic business enpvironirent it is alert w changes in the Company
and in the anvirenment in whreh it operates andosodilies the Risk Management systom as necessary.

Compliance Function

The Compliance Function is outsourced to Willis Towers Watson Management (Malta} Limited,
with Ms Marie Louise Cassar helng the Campllance Officer and the Risk Managerment & Compliange
Comimittee chaivad by M Laura Marmomi acting a5 Board oversight

The Cormpllance Officer's role and responsibilitics include the fullowing:

1. Toidentify the lepal, repulatory and statutory code requlrernents, under which the undertaking
is autharised and licensed 1o operate;

2. to establish and oversee the establishment of controls, polickes and pracedures, and to wark with
other business areas wilhin Lhe undertaking in embadding these controls and policies, thus
ensuring that adoruate rocerd-keeping is evidant to comply with the regulatory reguirements
ok 3 continuaus basis;

3. to mopdior or oversee the monitaring of activities of the tirm on a risk basis consistent with the
controls and procedures in place and te report to the Board and senior management of the
vyndortaking on same;

4. o advise the Board and senior managemert of the undertaking of new and impending
regulations and standards and of the implication for the firm of compliznce with these new
requJirements;

5. t0 assist the Board and the senicr rmanagement of the undertaking in the deslen and
implementation of controls necessary to mee: the standardsin this Policy;

« o prepare the Compliance Policy and the Compliance Plan, to limploment the Compliance
Audit Statement and ensure that Lhey are agreed and approved by the Beard on an annual
basis;
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»  to lizisc with the Repulator in refation to repulatory reporting andfer regulatory visits or
mspections, also in relationto orrors or breachas of requirements;

* to make representations to the Repulator and ta oversee the developmont of the necessany
proceduras or alterations to existing procedures to meet any new regulatory obligations or
FROUIrErments;

s s reporttothe Board at sach Bozrd meeting/quarterly on the standards of compliance of the
Company with its Compliance Obligations and on the findings of the Compliance Audit
Statement;

s 1o cnsure that breaches on internal contral procedures and systems or conditions of
althorisation impasaed upon the business of the Company are not permitted and notified ta
the Board and the pecsops concerned IF identitfied;

*  tonotify the MESA of any breach of the conditions of its autherisation upon becoming aveare of
sUchlreach;

s 1o pronote a “culture of compliance” by example and by clear and well directed
commuikication within the Company;

#  to assass he lkaindlng needs and agree a training plan with those individoals whno reguire
compliance competencies as part of their roles; and

#  to oreview products, procedures and systems on a planned basis from the viewpoinl of
olfective compliance and Lo advise asto steps necessary b ensure camplianoe,

Actuarial Function
The Company's Actuarial Function is gurrently culsuurces to Marsh UK Limited with £rofs Alessandro

Marroni acling a5 ouersight,

The Actuarial Funciion is carrisd out by persons Whe have an appropriate knowledge of actuarial ang
financial mathematics, commensurate with the nature, scale and curmgplexily of the risks inharant
it the Company, 31U who can demonstrate their relevant exparience with appliczble professianal
and other standards In ling with the Company's Fitness and Probity Policy and the tMalta Financial

Services Authority's rules and regulations.

Internal Audit Function

The Intarnal Audit Function is an outsourced service, provided by a third -party audit firm {(Mazars
Consulting Limitad) with Mr Ray Mearcieca acting as oversight. The Internal Audit Function®s
ralssion is ta independently cxamine snd svaloate the functioning effectivencss and efficiency of

the Company's internal cantral system and all other elements of governance,

The activitics of the Internal Audit function are dwsigned Lo provide advice to management in
improving the internal contre” snviranmeaint, monitaring the implementation of strategic contral

initiatives and managements remadiation activity. The Interna’ Audit Function provides a farmal
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repart to the Board at least annualiy, The findings of Internal Audit reviews conducled are
discussed with and challenged by the Board and an action plan is agreed upen to remediale any

issues identified, alonp with a timeline for completian.

B2. Fit and Proper Requirements

The Company ensures that Its Directors and Officers are fit and proper to cnsure the sound and

arudent management of the undertaking. The Company considers the following as Relevant

Persons for the purpnses of its Fit and Froper Policy:

1. The Board of Directors of IDA;

2. The Members of the Investment Committes, the Risk & Compliance Cornmittee and the
Intarnal Control Working Group of IDA;

any advisor of the Board of Directors of IDA;

the persons who effectively run IDA;

P R S IR |

ary person performing a key functior of 1DA including persons performing the function under
an outsourcing arrangement; and

6. any ather personnel of IDA for the thme being or from time to time prescribed Gy regulation or

identified by the Board as being subject te fitness and propriety requiremsents,

The Campany considers the key functiors te he the follewing:

* Risk Management;

* Compliance:

. Intarnal Audit;

. Actuarial;

" Insurance Distribution dircctive responsible as per the Insurance Distribution Directive
requlrement

a any other key functian identified by the Board as impertant or oritical in 1DA% system of

povernance considering the nature, scale and camplaxity of its business and
arganlsational structure,

'he Campany’s Fit erdd Proper Policy aims ta ensure thet no person is appointed to or confirmed in 2
Relevant Pearson role nless they have haer appropriately assessod by 1DA to be fit and proper for the
tole Ir accerdance with regulatory requirements referenced in the Company's policy. The
prnciplesfor achieving that objective ara:

Fitnesxs;

1. FwveryRelevant Persar must be fit for their rele end rospensibilities and hald the qualifications,
krowiedge and experience relavant and necessary to ensure that the role is managed na
rafecsional mannar with the necessary degree of managenant znd technical competence.
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2. The members of the Boanrd of IDA collzctively must possess at least cualification, exparience
and knowledge:
. of insurance and financial markets relevant to the aperations of the Company;

v of the business strategy and business model of 1D4A;

. of IDA's systenofpovernancey,

*  toperform requlred financial and actvarial analysisin respect of IDA,;
* of the regulatoy framawork and requirements applicable to the Company; ond

L J

generally to be ahleto provide for the sound and prudent management of 1GA,

2 The appaintment and contnulng engagemont of any Relevant Person must comply with the
fitness elements a5 set out within the applicable MFSA rules ard guide|ines.

Prapriety:

1. The hanesty, financial soundness and reputation of every Relevant Parson must be assassed by the
Company to determine that they are of good repute and integrity, based on relevant
evidence rogarding their charactar, parsonal behavicur and business conduet including any
criminal, financiz! and supervisory aspects, regardless of location buk taking sccount of any
applicabie pariog of limitation in respuct of any committed offence,

2. The appeintiment and continuing engagetment af any Relevant Persan must comply with the
probity elemenss of the aforementioned MFSA rules and guidelines.

Each Relevant Fersan shall complete 3 Fit & Proper Questionnaire and submit to the Compliance
officer.

Board
The Board is responsible Tor:

. The approval and pe-indic review of Lhls policy,

. oversealng the implementation of this policy;

* establishing the minivum criteris for each Relevant Person, including any minimum
gualifications, experience and competencies deemaed necessary to fulfil thoir respective
furekions.

" establishing who are IDA's Relevant Persons, considering the nature, scale and complexity of the

risks inherent in the husiness, the pature of the relevant function and It3 organisational
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Etructure.

assessing (pre-appointment and at least annualiy thereafter} the fiiness and prapriety and
appreving any now or ongoing appointment of each Relevant Person.

suppesting the removal of any Relevant Person from their key funclion role il & material issue

BISES,

destgnating 3 Relevant Person to have overall responsitility for oversesing any oulsourced koy
function's Relevant Persens and to chakenge and monitor the: performance and results on a

regular baziz,

Compliance Officer - The Compliance Officer sresponsible for

1.

tlaintaining a recard of IDA's Relevan? Persons including evidence of:

Name,;

kay Function,

dateof appaintment;

dateof Board appraovat of appointment;

date af Matlanal Regulator approval of appointment [where required) or date of
nolification af appointment to National Regulater;

beartd appraved miaimum criteria for the functicn and the basis an which the
Relevant Parsan satisfies theso;

date and result of last Boardfitness ond propriety assessment;

due date of next Raard fitness and propriety ascessment;

daze of rermoval from function;

data of Baardapproval fir ramewal from function;

dute of notilication ta Mational Regulator of remeoval fram fanction; and any other Getails
considered necessary from time to time to evidence | DA'scompliance withthis pelicy and
the regulatary requirements;

ensuring that all nutlfivations requirec to be made by 104 te the National Regulator in respect

ofthe appoiniment or removalof a Relovant Personure sebmiltedin the preseribed
manner andwithin the prescribed time dimig;

assistingthe Boardin the perfarmance and decumenting of its pre-appointment and ongaing
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fitness and prapricty asscssment of Relevant Fersons;

4. meonitonng and reparting ta the Board on the execution and implementation and any
identified breaches of this policy;

5. Cnsuring the proper implementation of pollcies and procedures, so that the managzment
persenrespansible for IDA'sInsurance distribution activities (zhe "relevant persen®) as
well as any employee of the Company directly involved in the carrying ot of
insurance distribution activities [the "relevant employee™) perform thelr duties
adequately in accordance with the reguicements of Chapter 7 of thelnsurance

Distribution Rules;

&. Fnsuring that the Board of Directors assesszes the relevant person's and the relevant
emaloyee's knowledge and ability against the requirements set out In Chapter € of the
[nsurance Nistribution Rules,

| o assist the Board in oversesing the executian and imp ementation of this pollcy, the
Cornpliance Officer keaps the raport 2o the Boord on the Fitness and Propriety Assessment
completed an an annual basis,

The D4 autsouecing madel and functional organisation of the Company mean that Individuals
that Read Greup functlons alse have irdivid ual accountalility for the performance of their
functians in respect of seevices provided to [DA, Accardingly, in addition to Board members, the

followlrg Individuals had been approved by the MESA regulatary bodies:

Aoproved Farsan Function
Deslgnated Compliance Officer - Willis
Towers Watson Management [Malta)

Marie Lodgise Cagsar Limijtizd

Korrad [arragia Designatod Actuary-Marsh UE Limited
Mazars Consuliing |imited Internal &uci:

Willis Towers Watson - [nsurance Manigers Risk Management

Claudla Sehranz Porsen responsible for distribution
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B.2 Risk Managemant System including ORSA

The Company's Risk Managerent Function is outsourced to Willis Towers Watson Manage ment
{Malta}Limited, subject o the conditions sutllhed inthe Comaany's Dutsourcing Polizy.

The Roard revisws the comaosition of ils Risk Management Funct'on ot lcast annually.

The acceptance of risk is fundamental to the Camgtary and 3 caro element of the averall stratepic
objectives asaninsurance company.

IDA therefore recognizes the importsnce of having an cffective risk managemert system
embadded throuphout all areas of the Company.

The Company's Risk Managencnt System is comprised of the following elements;
1. RlskRogister

Risk Appetite Statemant [RAS}

Formal Policy Cocuments far all key rlsks

Qun Risk and Solvency Assessment (ORGA)

Formalised Risk Reporting

oA

Each of the elements of the Risk Manzgemcnt Systom detailed above contribute o the
identification, measurement, manltering, management and reporting of risks and is intended to
waork as an integrated system, and Lherefore each is considered in both in terms of the specific
function of tharespective element, and tn terms of its function withia the overall system,

Each element of the system |s embedded affectively within the Company and managed by the Risk
Management Funection with appropriate enrersight from the Boand,

B3.1 Risk Management Strategy

The purpose of the Companies Risk Strategy 1s to define and comruonicate its approach e managing
risk inarder to support the successful aelivery of IDA's dofined business strategy. It prov.des details of
IDA's risk management ohectives, key risk manapement principles, risk appetite frameveark and risy
governance and responsibilities. 1he mors acouratcly IDA can assess the nisks ta its business stratepy,
the mare likely it is ta achieve its husiness objectives.

I owrder Lo link ID&"s approach to rick management with its business strategy, IDA has aprecd a sot of
Rislt Managemient abjertives derived directly from the actions in place to deliver IDA™s business

strategy. These are as follows:

. Tes fully implement a transparent risk capacity, appetite and tolerance frameworl that |5 widely
understood across the business;

. Te emibed rebust Risk Managemant practices to manage risks and eppartunitics appropriately;
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. Ta fully implement practicel and cormmercial eisk millgation technigques that are widely
understood and valued;

. To maximise the use of the capital model as a mansgement tool for ontimlsing the
underveriting portfalio witihln the apreed appetite and for early recagnition of reserving trencs;

. Establish a recognition by s pears, stakeholders and regulators that DA consistantly
demonstrates oaetational excellencs in risk ard capital managemant,

. To apply the highest standards of corporate pevernanice, transparency shd accouriability,
v To implament proportienate ard efficient complianee practices and processes, and
. To conduct businass with integrity, due skill, care and diligence, obsarving tie hiphest possible

standards of market canduct.

In order to meet these objectives ard daliver the vision they are desipned to suppard, IDA muwst first
ensure it identifies and ranages 1ts key risks, With this In mind, IDA has categorised its risk into three
main areas, summarised as follows:

1. Insurance Risk that offers the poteatial for botk rsk ard reward and focuses on the
optirisation and management of Its insurance risks in order make a peofit. Insurance risk is the only
type af risk that i5 actively oncouraged and includes underwriting income and cther income,

From an undarwrlting perspective IDA corcertly facuses an writing Diving related risks. | lowever the
company is looking intn expanding into other preducts such as, Travel, All Sperls and Professiohal
Indermnity and Afior the Evant Insurance products. IDA also receives profit share commission from
its rainsurers, |34 s happy to accept a higher degree of volalility incts results,

2. Marke: and Investment Fisks are those which 1I0A could be rewarded for Dut chooses 1o take
a cautious approach, This catepary includes asset-liablity management, investment, cofault & credit,
market risk etc, Asset and liakility manspement is [he practice of managing risks arising from
mismatches betwesen gssels and labilit'es. Investmeant risk is cancerned with the risk that an
invastment will result in a lass, Itis 2hways possible to target a higher level ol investment tigk inorder
to ea n a higher return. However, a3 & malter of cholce, IDA Lakes a rather conservative approach.

Ope-ational risks that anse in grder to supporl & business and nolude cutsourcing, business
cantinuity, comaliance, fimanckal and regulatory risk, They offer anly the potential for loss and are
therefore managod downwards. Whercver possible IDA seeks to avoid, mitigate or transfer these
risks.

These are Farther definec in the Risk Appstite Statements agread annually by the Board.

Havlng ident fied the risks, LDA ensures they are manapged on a continual basis principally using a risk
register, the contents of vhich are subject to regular risk ard eontral assessment pracoss, monitoring
of exposure via key rizk indicators {KRIs). These risk maragement tools seek to provide assurance
that the busness remains adequately controlles and “on track® to achieve the agreed husiness
chjectives, They alse pravide carly warning mechanlsms of potential threats to achieving these
objectives,
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1. Risk Gavernance and Culture

To achieve {15 mission and goals, people throughout the organisation are engaged dn the
maragement of risk, This s realized through 3 strong tone at the iop' thot emphasises the
importance of effeclive risl management, with funalional management accaunlable for embedding
rlsk in their own areas. The Company has adooted the “throe lines of defenes” governance model, of
which e risk managernant funclion form’s part,

First Line of Defence
The first ine of defence has primary decisien-making authority, and accordingly its focus is a5 follows:

. Operational decision making ta exacute 31d implement the Company’s strategic ohjectives,
Facilitalion znd geersight of the bustaess plans of the Company, including delivery apainst
predetermined goals,

. Day to day managernent of business actvities.

. Management of the rizk profile of the business, in line with Baard and stakeholder
expectations.

The first line of Jefence includes the Company's boards of dircctors. In this context, the board has
ultimate accountability Tor rlisk management, the related sontral enviranrment and lor aparaving and
reviewing any relevant risk policies, including risk appetisc fmmeawarks. In practice, resoonsibility is
develved o Lhe relevant execudve/Tunctianal comnmitbees andfor board.

Risk owners retain overall responsilbility for managing thee risks for which they are the gesignated
awner, including those risks where seme ar all the cantrols In place have a soparate control owner
fi.e., the operation of the conirel i3 in the ciarge of another manager],

Second Une of Defence

The second line of defence provides a key input inte tactical and stratewic decision making, and its
overall focds is on the ollowing:

Provision of assurance to the board of directors that the risk profile, as represented in the relevant
risk registers or otherwdise, and tne associated internal control framewark is ir line with board and
stakeholdar expectations. Where it |5 not, appropriate actions with owners and timescales are
proposed Lo bring it back into line with thoye expectations,

Escalation of all material risk ssues ta the risk and compliance committee and Board.

Frovision af input, challenze, and oversight of first line decision making where appropriate, 1.2, the
input of risk and capital information to aid effective decisions,
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Third line of Defence

The third line of defence provides indopendent assurance and challange across all Business functlons
in respect ofthe integrity and effectiveness of the risk managament systarm,

The intermal audit function is outsourced to 2 third-pary professional company. It is responsibla for
independently asscssing the effectiveness ef the risk management processes and practices and For
providing timely abjective assurance on the control of sk,

Internal auwdit activity is carried out in aceordance with an anrual pre agreed audit plan.

Risk Transparency

Underpinning the throe lincs of defence is risk iransparency witin the group. This involves ralsing
gwareness and understanding of rist acress the group, effective reporting of risk internally ard
appropriate distlosurs risks to all interested stakehelders, irternal and external.

2. Rislk Management Framewark [(RMF)

The accentance of risk is fundamental ko the Company and a core element of the overall straregic
objectives as an insurance coimpany, [0A thevefore recopnizes Lhe importatze of having an effective
rick rmanagament sysicm embedded throughaut all areas of the Campany.

The Company's Risk Managcment System is comprisad of the following elenents.

. Risk Register
* Risk Appotite Staternent {RAS]

- Formal Policy Decuments for afl key risks
. Own Bisk and Salyohey dssessment (OR54A)
- Fermalised Risk feporting

Each of the elements of the Risk Managemaent Systom detailec above contribute to the identification,
measuramant, monitoring, matagement and reporting of fsks and s iptended to work as an
intcgrated system, and therefore cach should be considerad in hoth in terns of the specific furctlon
of the respective element, and in terms of its fanction within the overall system. Each element of the
system shall b embedded effectively within the Company end managed by the Risk Management
[Function with anproariaie oversight from the Board

‘the Board recognises that a wall-defined sisk appesite supports the business declsion making and
planning. The Board reviews and sets the risk appetite ai least annually, and when there iz a

sighificant change in business strategy.

The Rislc Appetite Framewark sets the baundaries within which risk tazing should remain toc meet the
expactations of the capital providers and other stakehalders,

Risk Appetize reflects the amaount of risk taking which 15 acceptable to the Company. Accordingly, risk
appetite rafery level of exposure Lo spacific risks or risk categories.

Risk Tolcrance regresents the Company's ability and willingness to bear risk. Wher conslderiag this,
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factors such as the availability of capital, ability to raise capital, strength of underlying operational
procesces and proceduras and strength of the erganisatien’s aperationai culture are all relovant.

Rlsk Identlfication

Tne process begins with tha idertification of risks and an analysis of the nature of eachrisk. Managers
withinthe company are imvalved at this stage of risk management, wihether for new orexisting risks.
The airm is for all invelved ta be aware of the risks Lo the business abjectives and to be atile to highlight
any new risks that may be developing cver time or charges in existing risk levels such that they are
reported and responded to appropriately.

Hishk Assessment

Onge risks have been identified, they are measured and assessed in terms of their impact and
prabability, by means of qualitative or guantitative measurement. This stage ol the cyile invelves the
participation of the risk ang delegated risk owners. The assessment and guantification process may
differ dependant an the type of risk c.g., Financial Fisk is typically quantified m ferms of its financial
impact at ore or moe return periods, allowing agaregatlon and comparisen across categorics of risk
using & commen deraminator, whilst Ozerational Risk iz assossed in accurdance wilh an assessment
miethodology.

Rlsk Evaluation and Mitigstion
Oneea risks have been idantified, they are assessed in lerms of their impact and probability,

. The Impact 1s defined as the lovel of extent to which the risk would affect the ability of the
business to deliver its skrategy and oyjectives wers it to acour,

- The Probability is defined as the likeiihaod that the visk will materiallse within the next twelve
muntivs. This assessment is based on provious history, management expetience, intuition and any
curramt factors or circurastances which mey be of relevance,

Prababilty and Impact is assessed both on an inherent risk basis 2nd s residual risk bas’s,
) [mherent Risk is the risk in @ ausinass e process before the effect of any risk mitigation, control,
or transtor ackivity.

. Restedual Risk is the potential impack and likelihood of on identified risk exposure, considering
the effect of the existing {buk exclucing p.anned) controls. See sectlon Risle Contral and Mitigation.

Frahablllty

lhe probability [likelihaod) rating is determined by considening:

* The chanee of *he risk erystalllsing within the next twelve manths,
. The likelihood of the svent happening,

] The affectivencss of the contral envirmonment.
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Impact

The risk impact assessment erlteria cansist of both guantitative and gualitative measures underthree
main categorins:

' Financial impact — Lhe monetary impacts are guidelines only. For some legal entitles, ather
measures may be more aporopriate, for example, net assels/reserves/turnover ete,

) Reputational & Regulatory — the gualitative measures indude relatianship with regulators,
compliance with law and regulations and brand damage.

. Dperational - Operativual impact has been sob-civided Inta a further six clements, in order tw
make the rating of operational rlsks more targeted and appropriate to the nature of the risk.

When assessing the rsk, the maost significart impact areas are (dent fled in the assessmenl process.

Wwhere a risk is impacted by & nomber of different potential outcomes, &g, financial and/for,
repulational and/ar regulatory, the most significent potential vutcome is b talken as the impact
rating.

Risk Control and Mitigation

Once the rick has besn assessed by means of guolitative or quantilative measirereant above, the
leve! of each risk is then tronsterred or contralled down L a satlsfactory level. Tiis stage will not only
invole bath risk and control owners {sae Sectior Risk and Control Self-Assessmenlh bul also many
other departments that ase Invslved in undertaking contral acthities.

There are four possible responses to managing a risk,
« Avoid Lhe risk = i.e. not engage in the activity that gives risc o the risk expasure. This action is not
alvrays pessible nor desivable as it may mean not entering into ar exiting a business to avoid the

Fisk.

s fleduce the risk - reduce the Impact and/ or probasility of the risk rmaterialising by carrying out
speclfle actions and developing sontrols.

» Mitigating actions = to reduce the risk may inc'ude strengthening the design of existing pracesses
or on-poing conlrols,

» Controls — help to ensure that the risk |s mitigated and increase the probakility that the business
can mest |15 abjectives.

#RIsk Transfer - where the risk bearing actvity is transforred to 2 third party, usually for
considerstian (for example insuranee, for a prentiumy).

s Rlsk Retentlanf Acceptance — The risk is accepted as is where thare are no further management
actions available Loomitigate the rigk Surther, or the cost is doemed 10 be excessive in relation to the
risk mitlgation benefit.

Control \dentification

Cantrols are defined as either a preventive andfor dotective and/or monitoring activity. They relate

Paze 38 of 97



104, Insurance Ltd 2021

ta the management of the potential prababllity andfor visk exposure but may alse Involve other
methods of ¢k treatrment such as transfer {e.g., by insurance or other contractual means), or by
avoidance [eliminatian of the risk creating activity completely),

Controls are |dentified by similar means to risks, but perticularly by discussion with the riss owners,
to gain an understanding of the measires n place to mitigate an identified risk.

Each control is assigned a cantral cwner. Responsibllities aof control owners 2re described in more
detail [ater In this policy.

In adeition Lo existing controls, this process identifles potential controls which may seive to reduce
the inherent risk prading to a target {desirad] leval,

Cantral Assesshent Criterla

Contrals are evaluatod to understand tae resicual cating risl of any item in the relevant risk register
by using @ variety of methods, far example eantrel assessment temprates.

WWhad assessing a contro!, consideration is given ta whether 't s a preventative or deleclive control,
as well as the balance between the twe types of contral,

«  Preventative controls sre kigh-level comrols aimed 2% preventing rlsks from materialising at 3
very early stage. Fxamples may include the business planning process, interpal palicics and
pracedurcs, regulatory puidelines, segregation of duties etc.

s Detective cantrals are typicaly carried out on a periodlc basis, for example weekly, manthly,
guarterly, ta icentify any issues and related remadial actian, Examples of such controls include
quarterly revieves, raonthly reconciations, undersriting peer reviews ate,

Risk Reporting

It is critical that the relevant information for cach key risk is seen by the “right people at the right
tirme”. This information is must likely to be provided by risk and cantrol owners as they are closest to
the issues. Reporting is often corsolidated or reviowed by the sk management function ard then
escalared up o schior management.

Regular Reparting

Ruutine -isk reporling canslsts af surmmary reports to tae risk and compliance committes (where
relevant) and to the board of directors. This conlains summary infarmation on changes to the risk
profile amy significant issues arising out of the Ask workshop process, any new emerging risks, and
sigrificant r1sk management ackivity during the period under review ane any mavement in KRIs.

Escalation of Issues

Esca'ation typlcally occurs when there has been a breach/paotentlal breach of any of the pre-defined
risk appetite Statements.
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Immediate Escalation
The Company requires immediale escalation under the following circumnstances:

. Unauthorsed deviatlons fram any of the standarcs set out in this document, andfor
. likely oF actual breaches of threshelds apreed by the risk and compliance commitaes, the
beard of directors or the Ask management function,

Rizk Review

Once the key business rlsks have been identified and assessed, any control/mitigation activities are
reviewed to ensure thoy are operating effectively and that the risk and contrel scoring is valid,

Risk & Contral Self-Assessment

The risk and contral self-assessment pracess is the responsibility of the first line and is dasipned to
ensurg that the risks and controls identified continua to he refevant against business objoctives,
chanpes in stratepy and exterral enviranmantal influcnces, as woll as approprizkely managed ko an
agreed risk appetite,

Risk Swners

Each risk within the risk reglster is azsigned a risk owner,

A risx ownar has uliimate respansibility to ensure that the risk is managed, mitigated, monitored,
and roported on appropriately, Typically, the risk owner may be part of the business Senior
management tearm andfar subject matter export, They may also act a5 the delepated owenar

cepondlng on the IRdividua risk, and the structure of the business unit concerned.

The risk owner's responsibility includes:

. The identi‘ication of a defegated owaer if appropriate {a risk owner may also be a delegated
owner].
- Overall respensibility/ ownership of the risk, ersuring that it |s mapaged, mitigated,

monitored, and veparted on apprapriately.

. Regular review of the risk with the delegated owner to ensure that the risk 1: relevant and
appropriately mitigatec and rated.

Dclegated Cweners
Each risk within the risk register may also be assipned o delegaled ewner,
A delegated mane has the following day-to-day responsitilites:

» To identlfy, regularly maintain and communicate up te date information to the risk managemaent
function and ta the risk vwner.

# Oppolve ononitaring of ewned risks for changes in their impact and lilkelihaad {part af the risk
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workshop provess).

« Cammunlcation and lizison with control awners to putin place control activ tics apprapriate to the
nature of the risk.

s ldentifying and assossing the apprapriazoncss and oHectiveness of controls and systems being
relied on to manage risk,

s Sourcing, collating, and analysing ralevant data indicating movements in impact or likelihood of the
risk.

» Reporting information in a regular ang timely manner to the risk ownerf appropriate individuals
faruns/commitiees/risk management function as appropriate.

» Creating and implementing appropriate action,

& Escalatingfimmediate reporting of any changeos in oxisting, or new risks as well as any significant
control failings/weaknesses ar avents that may arise,

& Ensuring offoctive implemcontatian of mitlgating action plans.
» Accountability for the effective management of owned ricks,
Control Owners {if applicakile]

Each mitipating contral is assigned a control owner, & control owner has the following responsizilivies
in respact of the cantrols they own:

Ensuring effective and efiicient contrel design to manage the impact and likelihood of the risk.
LfTectve porformance of control actwities as designed.

Provision of infarmationfreporting relsied to the performance of cortiols,

Sourcing ard collating relevant data concerning the perfarmance of contrals,

Arabysis of this data and conversion into indicative information,

Reporting informaticn on a repular and timely manner o the risk owner and other individoals
of cammittees,

e Creating and imaleraenting appropriate action,

v Escalating/lmmediate reperiiog to the rlsk ownar and other individuals er commitiecs of any
cantrol weakinesses ar breakdowns.

Periodical Risk Workshap Process

The ris's management system reguires risk ownets and £ or delegated avwners to review and confirm
that the risks for which thoy ore rosponsible are appropriotely graded ir terms of inherent and
residual prebability and severity. Furthermaore, they ace alsa required to review and confirm that the
mitlgating controls identified for gach risk for which they are responsblc arc in place and working.

This process 1akes the form of a face-toface meeting or virtual meetings, with the risk management
furction. Fotlawing the meeting, the risk owners/ delegated owners and contrel owners are required
to sign off the status of the risk and cootrols that they are respansible for,
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The risk wwener is ultimately responsible for the sk, whilst the delegaled owner imaintzins overall
respansibillty far the day-to-day management of the sles for which they are the designated owner,
including those risks where some, orall, of the controlsin place are inthe charge of another manager,

wWhilst t4e risk owner/ delegated awner has u'timately responsible for each control appearing in their
Fisk{s), Lhere are some conkrols thal Lhey go nal manage directly. Under these circumstances, the
control bears the sign-off of the individual who manages that contral,

Risk Manitoring and Revliewing

All identified risks are recorded on the risk register and allocated to the risk ownere, The contrals and
mltigaticns are alsz recosded on the Risk Register once they are identifled. The risk register is a 'liva’
document and is updated each time & risk/roitigantfoentrol is identified or changed.

Risk Management Roles and Respansibllit’es

Thie Bovard, wilh assislance [rorn the Risk Manapgement and Campliance Committae, is respensible for
ensuring the eMectiveness of The Company's Risk Management System, for setting the risk appetite
and tolerance levals g5 well a5 saproving ali relaled risk maagement strategies and policies,

The Company’s Risk Manazement Funciion is responsible for the applization of the Compary’s Risk
Management arrangements within the operations of the Company on an angoing basis.

The Risk Manzgament Functlon |5 alse responille for eftective -eporting ta the Beoard on the
mutteria! risks to which the Compeny i exposed and on other specific areas of risks bath an its own
initialive ane following directive from the Board.

The Board is ullimately responsible for all the Risk Marnagemenrt activitles within the Corppany and
far all decisions relatiag to haw rizk is managed,

Horounder are further areas t1e Rish Wanagement Function can assist with as part of the Rick
Management Frocess,

» ‘Working with the Board and gther functlons in assessing and defining the risks existing inspecific
risk areas and trom those assessments developing written risk management palicies and
oracedures to manage those rsks,

s Agsisting the Board in assessing Lhe Company's capacity ta absork risk with due regard to the
nature, probabllity, doration, carrelatlon, and potential severiby of risks, including lookirg at risks
from different perspeclives, such as by terrllory or by lire of business.

v dentifying and assess ng cmorging risks and advlsing the Boand thercon.

» Worling with the Board and other functions to determine acceptatile risk limlts for each sk type
and facilitating cont-al mechanisms to ensure that limits and procedures are adhered to, ard that
the Company is opcrating within the risk appetite parameters set by the Board,

v azsisting the Joard in implementing the risk strategy apreed cpon by ensuring the eflestive
operatior of the risk managemcent system, by facillitation of ather funetions and by percforming
specialist analysis and guality reviews,

»  RMaintaining an organisation-wide, aggregated view of the Company’s risk profila.

¢ Proparing reparts, eitner separataly or in conjunction with other functions as needed, far formal
discussien gt Board meetings and {or presentalion io olwer stakeholders on the material risks
faced by the Company and on the effectiveness of the risk management systam.
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+ Doveloping documented pracesses to respond to immincent and past loss risk events, Including
contingency and business cantinuity programmes.

= Ewaluating on a regular basis the design and operational cffectlvencss of the risk management
system to identify, measare, monltor, manage and report risks the Company is exposcd to.

» Advising the Board on the effectiveness of strategies snd pol'cies with respect to maintaining, on
ar on-going basis, amounts, types, and distribution of capital edequate to cover the risks of the
institution.

+ Working with the Doard and ather functians to deveiop, when applicable, and to regularly carry
ow, & suitabhe Own Risk and Solveacy Assessment ["ORSA™) process.

] When applicable, maintain the ORSA record ard prepare both the ORSA reports, in conjunetian

with other functions as approptlate.

B3.2 Risk Management Approach

Risk rmanagement is the continuous approach and dynamic process that aims o guide the
Company tu understand, evaluate and assass all of its risk with a view to increasing the suceessful
achievement of its strateaic objectives and reducing the likelihoad of the unwanted risk.

Risk management is integral to the Company's carparite goversance, business strategy and OR3A
The framnéavrork consists of an effeclive program led by senior management, which clearly
identifies risk appetiie; risk policies, standards, reles and respensibilities for managers and other
amployees involved in the management of risk,

Thus, the Company's risk management approach |3 centred on epsuring the inherent risk which
the Company faces in the course of its business is appropriately managed to ensure the strategic
abectives are achievad.

A direct linkage from strategle to operational lovels is established through a caseading of the
princlples of the hierarchy down ta the immediate sub level. This approach also ensures Lhat risk

management % appropriately included in the Company's decision-making processeas.

The following level hicrarch summarises this approach:

| 1 Comagp Sheotey | FosSbrategle Sbhretves
f ¥
. A partite B biruniv leniksfar dlsk 4 wéitkch
RAMASE | thraatan st eyt bt as dotaied AR | SRt ol Susises duzcrian
i 5 fovei 2 = 3 Risk Binniogerart STacers
Ly
5 :F Risk Conlyafy hisecined b adlwre t2 1aldmin t Criydlalnmamgereind (wund o
4 m; Rndby dhabalenk Ir; Lewel 2 ercbeied T g | e assessmentaf sicka vl [t + '
"_ o operathzin] palicies
¥
. Cucnzals cheerfaped imoac Leval 3 gsed In
A RSk Rgicer ' acs il on g restduad b2 i,
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E3.3 Risk Profile

The risk profite of 104 is included in the latest ORSA report. The Company's risk andfile s farmally
reviewed at least annually as part of the Company's ORSA exerclsa. The Risk Managenment Function
monitors the Company's tisk profile and the corresponding risk management arrangements in place
onanannual basis and report to the Board on any observed material chznges,

E3.4 Risk Function

The Risx Function of the Company is responsible for the operational courdination and application of
all Kisk Managermenl aclivities thraughaut the Cemparny on an ongelng basis.

Thee Risk Function repaorts directhy to the Board on an annual basis or upon ocourrence of an event
which could materlally impact the Company's risk profila,

The Function is responsible for coordination of all risk mwnagement actlvities throughout the
Company, The Functian is also responsible for proviging the Board with assistance and support in
development and imalementation of the various risk management arrangements within the
Corpany.

B3.5 Risk Categories & ey Risks

Key risks are considerad to be the six risk calepories datailed in the Solvency || Directive text together
with any otner risks evalusted as beihg key rlsl through the operation and activity of the Risk
Management Function ard approeved by the Board.

All risks, aside from those which fall withip the risk categories prescrikad in the Sohency 1T text, is
considered to be 2 key risk if, on a residual kasis, a materlal level of capital is deemad to be raquired
in arder 1o sccept the risk, or if garticular contrels o risk mitigation techniques specific for the risk in
guastion must be employed.

Ezch of the key ris< is induded in the Risk Apgetite Statemoent and is subject to 2 specific policy
documenl which addresses how the risk 2 to be managed in line with the higrarchy autlined
previodasly,

The risk categories and key risks to which the Company is exposed is revicwed periodically by tne Risk
Management Functlon and at least;
1. annually
7. on occurrence of an eventwhich could materially affectthe Compary's risk profile
3. ontheintroductior of material new business
4. atthe discretion or arder of the Board
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B3.6 Risk Appetite Statement

Tha Company has in place a Risk Appetite Statement {"RAS"). The RAS sets aut the risk appetite and
tolerance levels for all key ricks owar the planning period of the Company.

The Company considers the RAS to be the primary element of tha Risk Management Systern, Jiracl
linkimg to the overall Cempany Strategy and detenmining the levels retained “or each key risk, and a'so
influcneing the nature of the controls and mitigation technigues employed to ensure that the rish
remains withinthe tolerable range.

The Board is responsible fo- setting the Company's BAS. The Board pericdically reviews the
approprateness and effectiveness of the RAS and will perfarm a farral review of the RAS t cast
annual v or Upon amaterial ehange in the Company's risk prafile,

The RAS includes both qualitative and quantitative aspects for each key risk and is aligned 1o the
planning period of the Company.

The RAS 15 incliuded in the decision-making processes of the Company. The Board, befare finalizing any
materia decision which could impact the risk profile of the Company, refar to the RAS for puidance as
to the likely effect of the decision an the to'erance leve|s of the Company.

The RAS 15 also used to track actual performance against the metricy detailed in the RAS to ensure that
g breachinthe apreedtolerance levelshas occumed,

Monitoring of the actual performance against the matrics idontificd in the RAS is pesformed
periadically by the Risk Management Funciion and reported to the Board in line with the reporiing
triggersystemincluced in the HAS.

B3.7 Risk Policies

The Company holds a formal policy for each key risk includesd In the RAS. The poiicics for each specific
rizk araconsistent with the detalls cartained inthe RAS relatingto the riskinquestion, The controls,
repoiting trizgers and any other relevant aspacts of the management af the risk are appropriately
reflected in the policy Tor the risk,

B3.8 Risk Registor
The Campany has in place a comprehensive Risk Register to evsluate and assess the risks to which the
Carapany is exposed.
The Risk Register initially assesses the risk unlverse of the Company on an inherent basis. The
contrals and ris' mitlgating technigues emaloyed by the Company and as detailed in the individual risk
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glicies which acton the risk allow Tor anevaluation of the risk or a residual basis.
F

If the risk on a residual basis is deemed to potentially require 2 materlal level of capital to
accommodate the tisk, this risk is considered a key risk and is considered Far incluslion in the RAS by
the Boardanc a pelicy developed.

The Rlsk BManagerent Function is respensible far tha angoing mainterance of the Risk Register. The
Risk Register |s updatee on at least an annual basis and upon the cocurrence of an event which may
materiallyimpact the Company's risk profile,

A summary of the rasults of tha Risk Registeris distributed to the Board upon completion of each
review as sonn as is practicable and formm part af the Rlsl Management Fuaction's period’'c Risk

Reporting.

As part of sach bpdats, the Risk Register is reviewed by the Risk Management Function b ensure that
the Risks included represent all tho matcrial risks to which the Company s exoosed and that all
applicable emerging risks have been agpropriately ncuded,

Where an emarging risk has been [dentified a2 one which should patentlally be included in the Risk
Register, the RiskFunction will advise the Board of the nature and contesxt of the risk, The Boardthen
chall detarmine whether tha risk in guestion should be considered as 2 Key Risk.

B2.9 OR5A

The Campany aimste ensurs Liat the Campanmy |s 2 pproprlately and pradently capitalized to accept
the risk to wh ch the Company is exposed. To ensure this, the Company perfarrs an ORSA at least
annually and upan the acourrence of an event which may materlally impact the Company's risk

profile. The Company maintaine separate palicies an ORSA and CapitalManagement.

B3.10 Risk Reporting

The Risk Mznagement Function formally reports to tne Board every board meeling. The report
conlains details of the outcome of the Risk fepgister caview, tha resulis of the comparison of the RAS
to actua results and anapdate or emerging risks,

The Risk Mznszgement Function is resparsibie for the development of e Risk Reports. The Risk
Managameant Function privides a report ta the Board based on the occurrence of an event which
materially afters the risk profile of the Company orif the tolerance leve triggers are detonated,

The Risk Management Functivh comments or: the gquality of the dala used in the Risk Management
Systenn and advise the Boardwhere data guality [ssies rnay distort or mislead rasults,
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B2.11 ORSA Approach

The Board belleves the ORSA process to be an impartant component of the Compary's overall Risk
Managemenkt System.

[DA's QRSA approach is pased on recognized Enterprise Kisk Management principles and considers the
Company’s risk, controls and capital in a coardinatad and hollzstic mannzr, bullding upen the
strengthef the risk management arrargomants in place withinthe Company.

The Board is satisfied that the Compary's ORSA zpproach 15 cammaensurate wirh the nature, sale and
complexity of the Compasy's aperations,

The risk proflke of 1DA can ke found in the Company Strategy section of the latest ORSA repor! and i
updated at lcast oian annual basis,

Tha Board iz sctisfied that they have a strong understanding of the risks to which the Company is
axpersed and that the controls and rsk mitipation techrigquees in place provide appropriste

protectionte the Company's strategic objoctivos,

Based on this, the Board is satisfied that they can assess the range withln wihich risk is expected
ta materialize with anadequate levelof confidence, This assessment ¢anbe made for eachmaterial
risk to which the Company ks exposed allowing the Campany ta assess the range within whlch the risk
is likely to fallwith an agprapriate level of confidence ona risk-hy-risk basis. This risk range canthen
e used as abasis for prafiling eacnmalerial risle that the Company iz exposed to over the planning
periad. This will provide an'expected’ risk assessment under parmal business cordltians.

The assassment made far a given risk is corraborated by the abserved actual results of how IBA has
rianapad this sisk over the preceding periods. The findings of the Rick fManagement Function as
daocumented in the reports produced by the function serves to corroborate the basls for risk

assessments rrade,

An appropriate level of stress test is applizd 10 the overall rak assessment process, The strass test
should atdversely alfect the cutcorne of 1ha risk profiled on an expected hasis. An overall 'risk
capital amount can then be detormined for ecch material risk individually and for the Company's
everall business over the planning pericd. The Board believes that this appreach focuses on the risks
assumec by the Company, the effectivenass of the controls and rlsk mitigation techniques employed,
and the resutant level of capital held 2y the Company for each of these risks on an individual and
aggregated level, andtherefo-c directly links the risk profile, tolerance limits and overall capital and

solvency needs of the Company in line with ORSA requirements.
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B.4 Internal Control System

DA utlllses the internal cantrol system that comarises thres lines of defence, comprising primary
risk owners [first line], Indesendant risk management and control functions {secand line) and an
independent internal audit {third line). This structure is consistent with IDA's ¢lsk management

structu-e and the | DA Baard constders it apprepriate to the management of the IDA rlsks,

1. FlIrstline: Tha majority of IDA's employees comprise the firstline of defeace,

2. seeond line: The insurance manapers as the fisk Marapemenl and Compliance function
hedders comprise the second line of defence. The managers provice independent oversight
of the activities performed withln the first ling. The Investracnt Cammittee is the second

line of defencs for investments.

3. Thirdline: Thethird line of defence comprises the [nternal Audit function. Senler managers
are attendess of risk governance cornmittaas.

The Company 1s fully committed to complianee with the requirements of the MFESA and all
applicable legislaticn and repulations [collectively knowr as the Company's  “Compliance
Dhlizations”]. The Board of Directors s fully cammited to ensuring that the Cornpany's activities
remain within the boundaries of these "Conmpliance Obligations”,

In arder to demonstrate the Cow pany's onpoing commitment to corpllance, a submissior is made by
the appointed Compliance Officor to the Board of Directors at each Board meating. This reporting
acthvlty sddresses how the Company is achieving full compliance, if there are any breaches and how
such breaches are being rectifisd.

In terms of the Cormpliance Policy

1. The Company has appropriate policics and prococdures as are required 1o ensure that it
car meet its Compliance Obligatians;

2 the Company preparcs onan annual basis anappropriate Compliance Flan, in order o set
the compliance objectve: and detatling the actions to be taken by the Compliz nee
Functian;

3. a program of monitoring is implemerted to assess the Company's fultilment of its
Compliance Oaligations;

4. the Company maintalnsfretains documentary evidence {0 support the conclusions
reached regarding the status of its Compliance.

Ir, assessingthe recuirements
5, All the legal, regulatory and statutory code reguirernents underlying the Compliance

QOblipations and under which the Company is authorised and licensed to aperate are
|denflfied on an annual basis as being the Compliance Universe for the Company and
included intothe snnusl Compliance Planof the undertaldng;

6. the Compliance Univarse of the Company is updated according to any now lcgislation,
regulatians, standards ar guidelines enacted orintrocuced during the year;
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7. the detailed requirements of the Company's Compliance Obligations are monitored and
documented inte tho Compliance Audit 3tatement in order to identify the current
state/method of compliance and a1y deficiencics; and

2. any identified deficiercies or breaches are brougitt te the attention of the Board of
Directors anda relevant action planis prepared, thus identifying the specificactions to be
taken, the relevant owner and a reasonable timeframe for completion.

B.5 Internal Audit Function

lnterral audit primarily provides an indepenadant and objeclive opirion to the Board and
Manapement of the Company, and to its supervisory authority s nooossary, on the functionmg,
adequacy, and eflectivencss of the company's system of povernance, irterial controls and risk
management framewot:, and on campliance with the Company's established policies and
praceduras, internal strategics and reporting reauiremants, The Internal Audit findings are also
of benefit to line management inthe audited areas.

Internal Audit is independent of the organisatianal and operatianal activities which it augits to
ensure thatthe judgements essential to its proper canduc. and Impartial advice to managemeont
are objective and unbiasad. The Company commits itself to ensuring that the Internal Auadit
Function is not subjact to influence Trom the Board of Directors that can impsirits operational
Indesendence andimpartiality. Given the size of the Company, the Interaal Audit Function reports
un a reguiar kasis directly ta the Board of Dircctors, |3 is free Lo express its apinions and to disclose its
findings and appraisals to the whale Baard,

Under the autherity conferred on it by the Reard of Directors, Internal Audit has UNRLS1RICILD
ACCFS5 to all records, Including management information and Board and Board commillees’ minutes,
asseks, thind party service providers (TRSP) and their premises and has the authority to obtaln such
informatlon and explanations as it considers necessary to fulfil it responsibilities, by direct
catmmunication withall members of staffof TPSPS,

By order of the board of Directors all business units are obliged 1o inform the interal audit
functionwhen control deficiencies are recngnlsed, losses are sustained or there is a definite
slizpicion concerning irregularities.
Internal Audit is required to operate to the standards of the International Institute of Internal
auditors or similar standards 1t fulfils its role hy systermatic review and evaluation of risk
management, controland governance wiich comprises the polices, procedures, and cperatlons that
management have put in place to:

1. establish, and monitor the achievianent of, Lthe company's objactives;

2. identify, pssess ond monpge the risks Lo achieving the organisation's ogjoctlves;
2. enhsure the econamlea, effective and efficient use of resources;
4

. ensure compliance with established polivies  [iscluding  behavioral and  ethical
cxpoctations), procedures, laws and regulations;
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&, safeguard the arganisatinn’s assets and intaeests from [losses of all kinds, including those
arls’ng frem fraud, irregularity or corruption,

B. ensure the integrity and raliabilty of Infarmation, accounts snd data, including internal
and external reporting and accountability processes.

I order L suppert this role, the Internal Audit Function (s required to rmaintain an audit strategy
in like with the bost practice guidance issued by the International Institute of Inlernal Auditors or
any puidance issued by FIOPA ar leeal regulators that s more specific to the internal auditing of
ImsuUrers.

Reporiing

Fallowing ar audit, onoe reporls have beer agreed and finallsed with line managers of the audited
unit, a copy of the final report iz copied to the following:

«  TP5Psrespensible for the arca in guestion;
»  Membors of the Board of Directors,

These written renorts are issucd regardless of whether material saortcomings have been found.
These reports include recommendations o hove to remedy inadequacies, inclwding the crvisaged
period of time ta remedy such shorlcomings. The Board, supporicd by the Management,
dletermines what actlons are to be taken with respect to cach of the internal sudit fings and
receramendations and ensuras that these actions are carried out,

Lnternal audit periodically reports to the Board on the status af the Implementation of findings
reparted in prier audit reports.

The interpal audit function prepares an aud’L plan setting out the audit work te be undartaken In
theupcoming husiness year(s). The audit plan is based en a method cal risk znalysis, taking into
account all activities and the complele systam of govarnence, as well as expected developments of
actiitics and ‘nnovatloss. On the basis of the result of this risk analysis, a detailed plan for the
upcoraing year, with an outline place for the follewlag 3years, is established.

The plan a2llows for the review, within o reasenable pericd of time nased on the audit cycle
principa, of a | significant activities, Laking into comsideration how often iniportant areas of the
company reguire scruting.

During the course of the year the detailed plan i3 varied as necessary 1o take account of altorod
circumstances and new or emerging risks, with the approval of the Board.

The 14 car ke outsourced to a specizlived TRSP or to the Internal Auwdlt finction of the Graup. The
Roarg will necd to ersire that the TPSP or Group have the resources necessary for the delivery of the
lA sery'refor the year(s) ahead.
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Thez Board of Directors is entitled to iastruct the Internal Audic Function to perform any other
special tasks asdeemed appropriate,

B.6 Actuarial Function

I0A oulsources the Actuarial Functicn to take advantage of external expertise. This critical
operational service is autsourcad to Marsh DI Limited. Marsk UK Carries ouk the dutles of the
actuarial Function as reguired by the Solvency || Directive. These servicos are outlined below as
per the Solvency Il Directive and are explained in mere detail:

i. coordinate the calculation of tecknical pravisions;
ensure the appropriateness of the mathodologies and undedying models used as well a% the

ad

assumyprlions madein the calculation of technical prowvisions;

assess the sufficiency and quality of the data used in the calculation of techaica! provisioos;
compare bestestimates against experience;

inferm the Board of the reliohility and adequacy of the calculation of technical provisions;
oversae the calculation of techrical provisions;

£xpross an opinion on the overal! underwriting policy:

express anopinion on the adequacy of reinsurance arrangements;

contribute to the effective implementation of the risk-management systern, in particular with
respect t¢ the risk modelling underlying the calculation of the capital requirements, and to
the Chwn Risk and Sclvency Assessment.

AL

10.Review the Chwn Risk and Selvency Asseszment ["ORSAY) report as sat out in Article 45 of the
Solvency Il Qirective including an assesument of the range of risls and srosses cansldered,
ant the agpropriateness of the financial projections

11.Review Lhe calculation af the Solvency Capltal Requirement ("SCR"} and the Minimurm Capital
Requirement ["MCR") and Cwn Funds.

12_Attend Board of Dlrectars meatings a5 required by the Company

13 Ligise witn the Company's auditors as necessary
B6.1 Coordinate the Calculation of Technical Provisions

The frequency of the valuation |s quarterly for all reserves and all classcs of basiness.

The scope of Enpapement also includes gotive participation and mediation, with the Malta Financial
Services Autharity for any regulatosy matters of the company,

The following dutfes fall within the scope of the Function:

1. |dentificatlon of any sources of deviation from statutory requirements and implementation of
anyrelevant changesin order to ensurethatthe calculation performed is consistent with those
reguirements, |n particular, BWCT use methoedologies that allow a complete analysis regarding
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thase requirements;

2. Validation of the meothodelogies used to assess the sufficiency of the technical provistons,
including back testing against past experience, giving due considerations to changes over time;

3. Development of an understanding af the different drivars of sk that affect the [evel of
technfeal provisions and its struclure of dependencies, Furlhermore, we will pericenn apy
relevart analysis of the internal data and consult relevant market infarmation in arder
to improve thisunderstanding;

4. Coordinhatlon of the assessment and validation of intarnal data o determine the [evel of
compliance according to the standasds for data quality and, if necessary, recommend the
implameantation of improvements in the intarnal procedures that arc considered relevant,

5. Comparlson and validation of technical provisions bascd on experience and identification of
solutions on how to dealwith any material differences datecied, whichmay imply revisiors of
gssurnptions andfor methodalopies;

&. High level analysis aof mowverment between successive valuatlons.

A5 from 2021, Fillar 3 reports are being prepared inhouse and reviewec by Marsh Management Malta
Liroited.

B6.2 Calculation of 5CR and MCR

|2A Insurance finesnce team is responsible for the calculation of the SCR and the MCR, whllo the
review of such workings is corried out by Morsh Managoment Services Mala Limited together wih
Marsh UK, the actuarial funclion. The frequency of the calculation wil be guarterly.

A management reporton the process and results |s prepared at least auarterly, covering:

1, fhe revised balance sheet of the company pingointing e valuation adjustments to Gssets and
liabilities due to the differencesin the vafuation prineiples;

2. Summary of Lhe indicative results of £ha stress tess regarding tho calculation of the MCR and tha
SCR;

3. Analysis of capital requirement, including cagital -equirements par type of risk and simulations to
assess howcapital requiremants vany with difforene strateglc optians;

4. Interpretation of results, identifying any particular issues with the E|JOPA methodology,

5. A comparisen af results wilh the ones uncder the existing salvency capital methodology,
highlightlng key differences;

&_ ldentifivation of areas for improvcmaent in the pracess and methodelogy and supgestions of
mcthods to improve.
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7. Prepare the required input inta the ORSA il the risk profile and/or the business model of the
Company changes during a yaar, requirlng an additiona’ SCR calculation and an exceptionsl
ORsSAto be carvied out during the same year.

B&.3 Issulng ar Cplnton on the Underwriting Policy

The opinian of the overall underyriting policy covers the following:

1. whetherthe underwriting peficy |sconsistent with preduct pricing;

Z. an opinian on the principal risk factors influencing the prafitablilty of business to be writtan
during the next year, Including the potential impact on future prafitability of external factors
such asinflation, legalrisk and changes in the market environment;

3. anopinlon on the likely financial impact of any materia: planned changes in products’ terms and
condltlens;

4. the approximate degree of varabtlity surrounding the wstirate of expected profitzbilty; and,
5. the consistency of this approxinrate dogree of variahility with the risk appetite of the

uncdertaking.

Allinformation is communicated to the senior management of the Company. The apinions on the
underwriting polley and rainsurance arrangnments include, when necessary, recommaendatiors
regarding the most appropriate stratepgies to be followed by the company In this matter.

B6.4 Issuing an opinion on the reinsurance arrangements

The gpinion of the adegquacy of the undertaking's refnsurance arrangerents Includes the
following components:

1, the consistency of the compary's reinsurance arrangements with its Hsk appetite;
2. the treatment andeffect of reinsurance on the estimation of net technical provisions: and
3. the effect of reinsurance arrangements an the volatllity of the company's firancial strongth,

The cpinion on the adeguacy of reinsurance arrangernents will include an assessment of how the
remnsLTance covergge could respond under a number of skress scenarias. These sconarios may includs
situations such as the following:

1. exposure of the undenaking's partleliv of business to cztastrophic laims experience,
2. agpregations of risks,
3. concentrations of reiasurance security and potential reinsurance exhausiion,
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B6.5 Contributing to the effective implementation of the risk-management
SYStem

Marsh provides puidance and expertise for the implementation of an effective ERM framewark.
This servica enconnpasscs all eritical stens of the framework.

The Actuzrial Function works closely with the Rlsk Management Function {(RMF) and makes available
to [t our expertise 2nd experience. The Actuarial Functicn supgorts the RMF in meeting the various
requiremeants af its rale and e familiar withyrhat s requi-ed of it.

The Actuarial Function contributas to the risk modelling underlying the caloulation of both the
solvancy capital regquirement and minimum capital requirement, Depending onthe complexity of
the risk managcmont system, actuarial methods are applied that call fur a detailed understanding
of statistical metheds and the prohahilities of insurance risks, such as clalms frequencles and severities,
vnderstanding and assessing the use of risk mitigation technigues and undesstanding volatility and
adverse deviation,

The Actuarial Function guides the Company on how to reflect busiress realities in actuacial models
and risk management processes, o ensure that the QRSA guipnt is relevant far tho butiness. The
Actuarial Functian provides the necessary expertistinorder to:

s Understand the delailed requirements regarding the ORSA and identify gaps rclotiveto current
risk maragernent processas

« Aegin to plan how current risk management, financial reporting and modelling Systems will
needta change to creata an effeative ORSA

As nart of the ONSA, the Actuarial Funclion contributes ta the assassment of the compliance with the
requirements regarding the techaical provisions and the analysis of deviations of the company's risk
profile from the assumptions underlying the calculation of the soivency capital reguirement with
the standard furmula.

The Actuarial Functian is alse expresses an opinian on the following parts of the ORSA process:

*  Oetermine the risksto be included in the DRSS and how these wil! be quantified

» Set yp pracesses in order to netify the Company whenever the risk profile deviates from thc
assumptions underlying the SCR

+ Introduce aformaized and documented capital meonitoring and managoment pracess.

» Deseribe the controls and processas needed to ensure that rabust & Yarmalized modelling,
manitoring and roll forward teolsarenplace
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e Assist the company In preparing and adecquately document a rlsk based business strategy and a
grocess to ensure that the business stratepy is reviewead and updated regularly

o Jlentify and introduce profections of the buslness risks which are a key part aof aoy
urdertaking's financial planning, such as projections of the business plan (capita, impact),
econemic balance sheet and profit and [osy secount

#+ Provide the resoarces and the expertise necessary in order to set up the processec to facilitate g
regularassessmont of the company's solvoncy need: and compllance,

B.7 Qutsourcing

IDA outsources various activikies where the Board befioves outsourcing can provide accoss b0 superior
processes and techaical skills tha= it would achieve on a standalone kasls, As 8 result of these
arrangements, |4 has transferred its funetional risk exposure but accepts counterparty risk edposuia.

The abject’ves and high-tevel principles of the cutsourcing policy ang;

1. thatthe risks associated without sourcing are appropriately managed and that the Company has
sdequate measures in place to identify, measure, monitor, manage and raport these risks ina
timely manner as part of the Company'soverallrisk management systam:

2, that outsourced service providers have the opproprigie cxpert'se and experience and resources
to undertake the outsourced acthvitles to the standards required by e Company;

3. that there is no reduction in the Uoard of Directors' {"the Boord”), ord where applicable o
relevant sub eommilttes's responslbility for, ar influence over, key functions of the Company
asaresult ofoLticurcing,

3, thatthere is no matarialimpairment of the quality of the Company's Syatem of Governance as
a resuft of outsourcing a key activity or function;

5, that the Company's approved policies and procedures are adhered to by the sutsoureed seryice
provider;

- that there is no materlal impairment of tha Company's ablity o fulfil its obligatiens to
stakehalders, norimpede effective supervision by regulators as a result of outsourcing a key
actlvityar functon;

6. that no material conflicts of Intarest rosult from outsoureing a key function ar activity;

7. that all cutsourcing arrangemeant are supponied by appropriataly detailed writton
agreameannts
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The Boardis responsible for the approval, applicat'on and review af the Outsourelng Polley. The
Board is ultimately responsible far the approval of and termination of all sutsoureing
arsangements of oritical orim portant fonctions and activities.

The Bosrd may delepate tha ongoing monitoring and supervision of autsourcing arrangemants to a
subcommittoc of the Board,

All functlons and activitios of the Company are eligible Lo be eutsourced provided that each of the
objeclives detailed above areachieved in eachinstance.

A service provider inay De either an entity from within the Group {lnteraal Ouzssurelng) or an
entitythat is not part of the same (External Qutsourcing), provided that the ohjectives detailed
above are achievedin cach Instance,

Sub cutsourcing is allowable on the condition that the sub outsourced service provider satizfles
the Service Level Agrecments roguircments and is subject to approval Tram the Board. Any sube-
autsatreing activities shall be governed by the conditions establisked in the outsourcing agreements:
* Dbohween the Company aad the autsaurcing provider
»  between the sulsourcing provider and the sub-sutsourcing pravider

Al outsourcing relationships must be poverned by written contracts in acrordance with specific
Service Level Agrecment requirsments.

Critical or important functions or activitias include key fanctions of the Campany's System of
Govarnanes andall functiens and activities within theCompany thet arefundamental to carry out
itz care business,

Tha Board decldes wiather arrangements with third parties are deemead to fall within the scope
of this Qutsourcing Folicy. The pravisian of sarvices which da nat form part of the Company's core
aclivities need not be includad within the scope of the policy.

Upon agreement by the Board to autsource a cribical ar important function, formal 'tequesis for
proposal' ['RFP') should be sent to at least three potential providers whers passible. The RFP shall
sperify the information reguired to allow the Board to evaluate the service provider based on the
evaluation rationale detailed brlow.

The apoointment of a sepdee provider s subject to the following:
= Anevaluntion process must be undertaken prior Lo any decision on appeintments.

» The evaluation orocess must include an assessmert of the service providor's control
framework, tovering performance standards, pollcles, procedures, compliance, reparting
momtoring pracesses and BOP,

a The cvaluation should alsa address other issues, such as business stratepy, reputation,
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experience with the proposed outsourced aetivities and patential conflict of interest where the
sorvice providor |5 redated to the Campany ar has arrangemerts with compoetitors.

» The Doard may delegate the execution of the evaluation process te asuboommittes, function or
Company representative prayided oo material conflict of interest arisas from such delegat|an,

# The risks associated with the outsourcing of the activity or function, shall ke considered and
included in the evalustion process,

» The evaluation process should be appropriately dotumented with resulzs prasented to the
Board far consideration.

« Alldecisions in relaton to approval of outsourcing restwith the Board of Directors only.

s The Boardshall ensure prior to aypgiatment of g service grovider that the service pravider hayg
chockod the fitness and proprioty afthe koy parsans working an the function ar perferming the
activity,

s  The Board shall ersur-e that the outzourced service provider adheres ta the Company’s palicies and
that the effectiveness of the Company’s system of povernance s not lessened or compromised
Ly the outsourcing arrangaments,

This adherence to the Companies pollcies shall contribute to the svaluation process of the service
oravider as autlined inthe fFollawing section.

* The Board shall review the performance of service prevviders acting in am outsource capacity on a
periodic basis and at least annuaily.

s The Company shall ask eack Coitical Qulsuurged Funglion Lo complele s questisniaice 1o assess the
continued apparapriateness of its putsourcing arrangements,

* The Boord may delegate the responsioility for the performance evaluation to 3 subcommitkes,
furclion, Comaany representative or Group subject ta conflict of interest considerations, The Roard
retains ultimate responsiblliby for all declslans inrelation i autsanroing arrangements,

e The parformance of Lhe service provider will be based on a comparison of the actua performance
af the service provider in comparizon with the roguired performance as per the agreed Service
Level Agreement {"5LA'),

*  The review shall aise consider the reguirement far the function or activity to be outsaurced for the
short, medium and 'ong teom.

* The review process shall be adequately documented with results commun’cated ta the Board for
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considerathon,

* Al decisivns and actions points arising from the Goard's considerations of the Company's
autsourcing arrangements shall be appropriately actloned and decumented.

Cutsoucing risk shall be monitored by the Risk K anagement Functlon periaically in line with the
Campany's overall risk management arrangemeants and procedures, be present in the Company's Risk
Appetite and RIs< Reglster as reguired,

The results of the assessment of the risks aszoclated wizh outsourcing shall be dacumented and
reportedto tho Beard at least annwatly,

| he following risks and related mitigations available should at least be consicered as part af this

[Arocess

. The financial, repulatlonal, and operational impact on the Compaity of the failure of a
sorvlceprovidor ta adeguately perform the activity;

. The financial, reputatianal, and eperational impact on the Company of service provider
failure;
. ‘| he risk associated wilh incressed considerationsin Business Continuity Planning (BCF);

Conszideration should be given as ta whether all the risks associated with the outsourcing of an

Aotivity or flunctlens are included in the Comgany's Risk Management System.

All outsoureing arrangemenis deemed within scape of the Comaany's Qulsourcing pelicy must be
undertaken using a writton, iegally hinding Sarvice Level Agreements {"5LA"). The SLA must document
all camponents of the ouksaurcing arranpement between thepartias,

The agreerment shall have a termination cladse,
The SLA shall specfy the contert, frequency and format of the service being prowided,

The SLA shalk specifically cover any subcontracting by the service paowvider, including any specific rules
ar limitations to such arrangements, Thesameterms that apply ta the service provide+, as outlined
in the SLA, should apply to sub-cantractors or cutsourelng arrasgenents by the primary service

prowider,

The 5LA shall include ¢lauses enabling the Company to accass documentation related to the
outsaurcing arrapgoment, and to conduct on-site visits to the service provider, This shauld include
arrangements for the Company to mest directly with the service pravide:, and for the service
provicer to cooperate with the Company's reguests for infermation and assistance, The
reeulatory and supervisory authaority andthe external auditor of the Company shall alse have
effective access to all information relating to the outseurced functions and activities, including
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carrylng out an-site Inspectlons at the business premises of the service provider. The regulatory and
supervisory autharity may also address questions directly to the service provider, Lo which the
servien provider shall reply.

The SLA shall require the service provider ta disclose zny developmient which may have a material
impact on its ability to carry out the ouisourced functions and activities effectively and in
campliance withapgplicable laws and regulatory rogolremonts.

With respect ta default arrangements, the SLA shail clearly specily what constitutes s default

event, identify how these are to be rectified and specify any ndeminity provisions,

The circumstancas that would lead te atermination of the cutsouwrcing arrangement should be
vlearly specilled in the SLA, I should set out possible peasans for terminaling the arrangement
and procedures to be followed in the event of termination, including notice periods, the rights
and responsililities of the respective parties andtransiticn arranpements. The [atter would address
acecess ta, and ownorship of, dacuments, records, software and hardwire, Termilnatian clauses should
also zperlly the time perlod over wh'ch the business actlvity continues to be undertaben by the service
provider and its rele in transitional arrangements, The service provider can only terminate the SLA

with a period sufficiently long o enable the Company b Ond allernate solutions of Service
providers and without detriment 1o the continuity and quality of its provision of service ta the

pelicyholders,

The designated subzomunittea/functionfrepresentative shall report on the performance of the
variousoutsourced service providers against the agraed SLA as appropriate, and the finding
wHl be docurmentad appropriately,

The Risk Management Function shall report ot least annualiy to the Board on the assessment of the
risks assaciated with the outsourcing of the varieus functions as partoftne averall risk maritoring
and reporting arrangements of the Company.

B.8& Any other information

There |sno other infarmatior to report on.

Section C - Risk Profile

The Company operates a low-risk business model that is supported by a robust risk management
framework that ensures risks are well understopd and contmlled. This is facilitated by caily
systematic guantification of all risks and a <ulture that prometes the impocance of risk
manazement. Integral o this is a thorough understanding and artleulation of the Company's rizk
exposures. Determining the prevailiag risk landscape within the Company allows Management, the
Risk & Compliance Committee and the Board to assess the appetite for sach emerging rlsk and to

ensure that all are guantifiable and managed consistentlywith our appetite ta risk,
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An averview of the principal risks associated with the business including an cutline aof how they are

cach managedisprovided below.

C.1 Underwriting Risk
The risk urdzr any onc insurance centract is the possibility that the insured event occurs and the
uncertaintyof the amoont of the resultingclaim, Ry the ve-ynature of an insarance contract, this

risk i3 random, unknown andunpredictable,

As its primary insurance activity the Company assumes risks relating to underwater diving activity.
The Company is therefare exposed o the uncertainty surrgunding the timlag and severity of
claimsundartae Insurance cantract. The terms and canditions of the insurance cuntracts [tissues set
out the basis for the determination of the comzaany's liability should the insured cvent occur. Thraugh

its insJrance andinvastment ackivity the Company also has sxposure 1o market and financia’ risk.

The Company alsofaces risks that theactualelalms arasignificant’y different to the amounts included
within the technlcal pravisians. This could occur because the frequency of severity of claims is greater
of lower thap estimated. The insurance risks are further mitlgated through strict undernwrting

criteria, the wutilislng of actuarial rewlew andthe use of reinsurance.

Tha Company manages its insurance risk through underwriting limits, approval procedures fer
transaclions t1at involve new products or that axeceed sot limits, pricing guidelines, centralised

rmanagement of reinsurance and moniloring of BIMErEING issues,

Sirce its astablishntent, the Company has developed its own undenwriting eriterla and strategy
which have avolvad in line with the technical underwriting disclpline of ts international troaty
reinsurers. The Company reinsures part of the risks |t underwrites in order to control its exposures to
sses and protect capital resources. The Company buys 2 combination of proportionate and aon-

proportionate reinsurance treaties to reduce the Company’s net exposure,

¢Cedad reinsurance contairs credit risk, and such reinsurance recaverahle are reported after
deductions, |f any, for known inselvencies and uncollectible items. The Company mon‘tors the
finaacial condition af reinsurars' an an ongeing basls and reviewrs its reinsurance srrangements
annua ly. The Company utilises o relnsurance agreeraent withnon-affilfated reinsurers to control
itz exposure to losses resylting from one accurrence snd for the accumulstion of net losses arising

out of one ocourrence.
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.2 Market Risk

C 2.1 Interest Rate Risk

Tha Company is exposed to cash flow intercst rate rizk on debts instruments carrying = fioating
intersst rate and to fa'r value [nterest rate risk on debt instruments carrying a fixed interest rate.
[ervestments in egulty instrurments are not exposes foinlerest rate rsk. Approximately 959%5 (2020:

o7%] of the Cormpany's debt instruments and cash and cash equivalents bear fixed interest rates.

Management meonitors the movement in interest rates and, where possible, reacts to
materlal movemeants in such rates by restructuring its financing structure and by maintaming an

appropriate mix hetween fixeo and fieating ratcborrowings,

Should market prices at the end of the reporting period Increase/decrease by 10%, with al. otner
variables hald eoastant, the impact on the Company's other comprehensive income wouald be +/-
FLIRI83,066in 2021 {2020 «f-ELIR432, 381 ).

€2.2 Caunterparty Default Risk

The Graup utilises reinsurance to manage efficiently insurance risk. The Groun is therefore awpased
to the failure of these counterparties, The exposure is reduced as the counlerparties are
diversificdand alsa theircredit riskiness ismanaped by ensuring A+ or above credit rating.

C.3 Credit Risk

The company has exposure to credit risk, which is Lhe risk that a counterparty wili be unable to
payarmounts in fidl when due. Key areas wherethe company is exposed to creditriskares:

Cashand cash eguivalcnts
Reinsurer's share of technical provisions

1
s
3. Insurance and OLlher Receivah'es
%, Loans and reccivables

5

Available-for-sale investanonts

The Company codes insurance risk to limit xpasure to underwriting losses under various agreements.
These reirsurance agreaments spread the risk and minimise the effect of losses, The amoaunt of
each risk relained depends on the Company's evaluation of the specifie risk subject in certain
clreumstanoes, to max muam limiis based on characierlstics of caverage. Under the terms of the
reinsurance agreements, the reinsurer agroes to résmburse the ceded amountk in the avent the
claim is paid. However the Campany remains liable to its polleyholders  with respect to ceded
insurance |f any reinsurer fails to meet the obligations It assumas. The Company manages its cradit

risk arising through its reinsurance arrangements by using A" reted reinsurers ar relnsurers that
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are part of an"A" rated group. When selecting a reinsurar tho Company considers their relative
securily, The secufity of the reinsurer is assessed from public ratinginformation and fram internal

investigations.

The Campany is expased to contract halders and Insurance inta-rediacies for insurance premum
due. Insurance receivables are presented net of any allowance for doobtful debts. An allowance for
doubtful dehtsis made whare thereis anidentifed loss event which, based on previous experiencs,
is evidence of a reduction i the recoverability of the cash (lows, Credit risk wisth respect to

insurance receivaklesis limited asinsurance receivables are due fram related parties.

Tne Company's investmants are managod through an [vestment committee whick operales
withininyestment parameters set and approved by the Board of Directors. The procedures
congider a recommended partfolio =truciure, asset and counterparty limits as well a5 currency
restrlctians.

Loans and receivables are term deposils held with guslity financial institutions.

Available-for-sale investments comprise localiy and forelgn quoted bards, locally and foreign
gueted equities as well as an exchange traded fund, Quotad investments are acquired after assessing

the quality of the refevantirvestments.

C.4 Liguidity Risk
A lack of liquidity within the buginess may both prevent the Company from belng able to pay its
chligations as amawnts Fall due, Such outcomes will dearly limit the ability of IDA to continue as a

POIng concern and write new business,

The Company has to mect daily calls on its cash rescurces, notably froe cialms aslsiog on ity ingu-snce
contracts. There is therefare & «isk that cash will not be available to settle liabilities when dae.
The Company manages this risk by adhering ta its imwvestment palley snsuring that anadocuate

amount of funds arcinvested in highly liquid investements.

Furliwrmors, the Company's Liquidity Palicy requires sufficiently liquid assets to be held in order to
moct cutflows in extreme market. The Nquidity Buffer exists; ongoing monitoring also allows

mitipating actions to be takenat anearly stageif reguired,

.5 Qperational Risk
‘The Company is exposed to operational risk, which |15 deflned as the risk af loss resulting fram

inadepuate or failed internal processcs, poople and systems or from external events. In particular,
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this includes the failure of key outsourcing arrangements, business disruption, fraud and loss of key

mAnAgEment.

This definition alsa includes logal risk and reputational risk, as the Company considers reputational
risk critical and therefore has adopted this broad definition af aperational risk,

The process through whick the Company's operational risk universe is deteimined ard siksequent
wstimztes of frequency and severity are assessed is capiured In the Operatlonal Risk Policy
dacument. This process safepuards the ongoing imgrovemant of the control enviranment and

ensures Lhat aperational risk is identifiahle and mitigated,

The Companyis relian: on the use of external parties Lo provide saomesecvicas, and thusis there ‘cre
expased 1o the potential failure of these cutsourcing partners. All high walue functions are
managadin -house In order to mitlzate this risk and to ensure direct oversight so that shovld an
oitsaurced partnerfail, the service canbe shitted with zpplicable continuity.

C.6 Other material rishs
CE.1 Regulatory Risks

A change in the regulatory, legal or palitical enviranment may have conseguences on the Company's
Businoss Model, aperztians and finandals. The Campany is subject to financial regulation in Malta

and 5 reqalred to comply witheapital adequacy requirernents,

Althoagh the Solvency 11 regime has row been implernanied, it remaing subject to future
amendments to improve its nperation and to better allgn approaches acress Evrope, The Company
raintains ongoing dialogue with the Repulator ‘noorder to ensure aegeing campliance and the

ablliLy Lo reart guicdy to any unanticipated changes.

Investment of Assats in accordance with the Prudent Person Frinciple
The Company invests its assets i rmanner to ensure the quality of security, serfarmance and it

convertibility inte cashfor s life and nan-life partfalia of investments.

The Investment Committee takes investment decisions based on Prudent Person Principle in the
interast of policyholders and sharehelders, The Commiltee mapzges the investments throlgh an
imvestrient policy approved by the Board. The stratepy sllows instruments, within the tolerance
levels, that can be identifiable, measured anc monitored. Tha Committea ensures that the assets
of the Company archeld witha Custodianof gacdrepute.
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In partlculss, tie Company invests in g prudent manner, In securitlos

1. Incountries witha stable outlook

2. Which aresufficiently liquid

3. Ofhigh ane good guality

4. Mot subordinate; and

G. Mot in government securitias in countries inc'uded in the ‘hlacklist’ of the

Fmarcial Action Task Force (FATF)

C.7 Ay other Information
There are no other information to report an,
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Section D — Valuation for Solvency Purposes

D.1 Valuation of Assets

The valuation and mcasuserent bases of assets under the International Financisl Repornting Standsrds
{"I FRS"} a3 adupted by the EU and Solvency 1| Directive with the valuation and recognition for matarial
classes is as follows:

D.1.1 Investments

IFRS

The Cormpany’s investments are classitied into the folkiwing vategories — loans and receivables and
available-for-sale firancial assets and investment in subsidiary, The classificotion depends on the
purpase far which the investments were acquirad,

Loans and receivables are non-oerivative financial nssets with fixed or detarminable payments that are
not quoted in an active market other than thase that are held far trading or are designated upar initial
recognition as at fair value tirough praflt or loss or as available-for-sale financia assets or those for
which the Campany may not recaver substantially al, of its initial investment other than because of
credit deterioration. After inilial recopnition, [oans and receivables are measurad at amartisad oost
using the effective interest rmethad.

Available forsale financial assets are those non-derivative financial assets that are either designated
iin this caiegory by the Company or not classified as loarns and receivables, held-to-maturity
investments or financial assets at fair value through profit or lass, Afterinitlal recognitlon, availakle-
for-sale financiz| assets are measured at their fair value,

Solvency li

All investmants must be racasured at fair value an the Solveacy Il balence sheet, regardless of the
accaunting portfolle under which theyare ¢ assified, Asthe assetsare reported on g fairvalue basis
for IFRS and Salvency II, the only difference is the inclusion of the accrued intarest received in the
investments in bonds as required for Solvency [ purposes.

D.1.2. Plant and equipment
IFRS

The Company's plant and equipraent relaies to the computer equipment acquired duriag the
year. Plant and eoaipment are initially meassured at cast. Subsequent costs are included in the asset's
varrying amoumit when it is probable thas futvre economic benefits assaciated wikth the itemn will
florw o the Company and the cost of the ikermn can be measured reliably. The Company's plant and
equipmant ralates to the compute” equipment acguired during the year.

Page 65 of 97



I0A Insurance Lid 2021

Solvancyll

For Selvency 1l bafanca shweet, plant and equipment chould be revalied at fair value, Sinca the amount
uf the plant and equipment is not material, the carrying value of the computer equipment as at
balance sheeot date was deemed to approximate Its fair value,

D.1.3 Deferred acquisition costs

IFAS

Acguisition costs comprise all direct and indirect costs arising from entering inte general
insurance contracts. Acquisition costs are accrued over an equivalent period to that over which
the underlyingbusiness is written and charged Lo the accounting periods in which the related
premiums wre sarned, Deferred acquisition costs reprosent those acquisition casts incuried in
trspect of unearnad pramiums existing al the end of eschreporting pariod,

Solvency |l

Thare is na concept of Deferred acquisition costs in Solvency Il henee the account bas nil value per
Sofvenuy I balance shaal,

D.1.4 Deferred tax asset

IFRS

Deferred tax is recognised in profit or loss, except when it relates to Kems frecognised in other
compiehensive income or divectly in equity, in which case the current and deferred tax is also
dealt withinother comprehensive income ar tn equily, asappropriste.

Deferred tax is accounted for using the balance sheet liahility method in respect of temporary
diffcrences avising from differences hetween the carrying armount of assats and liabilities in the
financial staterments and the corresponding tax bases used in the computation of taxable aratit,
Deferred tax Haliflitins are geners’ly recognised for all taxable temporary differences ana deferrad
tax assets, are recognised ta the extent that 1t is probable that taxahle profits will be available
against which deductible temporary differences canbe utilised,

Deferred tax is calculatad at the tax rates that are expected to apply ty the peried when the assct
is realised or the liabllity is setited, bazed on tax rates that have booen enacked or substantively
enactad by tha end of the reporting peried. Deferrad tax assets and liabilities are offset when the
Companyhas a legally enforceable right to set off lis cumant tax assets and liabilities and the
deferred tax assats and liabilities relate to income taxes lavied by the same taxation adtherity on
either the same taxable entity or differant taxahle entities which intend aither to setlle ourrent
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tax liabtlities and assets an & net  basis, or to realise the assets and setlle the labilities
simuitaneously, in sach future pericd in which significant atounts of deferred tax llabilities or
assets areexpected to be settledor recovered.

Assets and liabilities are measured on an econcmic basis under Salvency N This creates a
difference in valuation as comparced with IFRS, As 3 conseqyence a furthor profitf lass can arise
a¢ compared with the accounting basis, with an assaclated deferred tax liability/ deferred Lax
asset.

EUR 487,246 defarred tax assct is cxpected to be utilised with refarence to prohable future
taxahle profit. As at 31 December 2021 there ar ho deferred tax lizbilities.

The net deforred tax assets are available as basic own-fune items class'fied as Tier 3 inaccardance
with Article 76{aliiii} of the Delegated Resulations, CUR 482,946 is recognised as cligible own
funds after applying the eligibility fimits set out in Artlcle 82 of the Delegated Regulations.
Hemarewer, as at 31 December 2021 thae MCR is greater than the SCR. The solvancy of the Campany
is therefore driven by Lhe relatienship botween the MCR and the total eliglble own funds to meet
the MCR, Tier 2 awn funds items, such as deferred tax assers, do net contribute to tatal eligible
own funds to meel the BMCR and a5 such do not currently affect the solvency of the Company.
Future taxable profit has been projected based on the Company's ORSA, which based on a 3 year
budgeting exercise that projects income statements and balance sheels. Future levels of new
husinass, claims, axpenses, reserves and investment income are predicted, The procass currently
assurtes 3 continuation of the IFRS 4 appraach for the calculation of taxable profits.

D.1.6 Cash and cash eguivalents

IFRS

Cashand cash equivalents comprise of cashbalancesand termaoepasits withan originating maturily
of three months or less,

Solvancy |l

‘There are no differences botween the recagnitian and valuation for cash and cash cquivalent
for Solvency || andIFRS balance sheat,

D.1,7 Reinsurance recoverable

IFRS

Reirsarance assets consist of receivables that are dependent on the expected claims and beneflts
arising under the related reinsurcd insurance contracis. Amounts recoverable frem or due to
ralnsu-ers are measured cansislently with the amounts associatad with the reinsured insurance
contracts and in accordance with the terms of each relnsurance contract. Relnsurance Vakhilities
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areprmarily premiums payable for relnsurance contracts and are recognised as an expense when
due.

Arrounts recoverable under reinsurance contracts are assessed for tmpairmeant at eash reporting
period, Such assets are desmed 45 heing impaired if objective avidence exists, as a result of an avent
that occurred after its initial recagnition, that the Comaany may not recover all amounts due and
that the event has a reliably measzurable impact on the amounts that the Campany will recaive
from therelsurer.

On & Solveray Nl waluation, these re’nsurance recoverabde are values on a best cstimate basis.

D.1.B Receivahles

IFRS
Recaivables are stated at theit nominal value unless the effect of discounting is matesial, mowhich
case receivables measured at amortised cost using the effective Interest mathod,

Solvency Il

There are no differences between the recognition and valuatian for receivables For Salvency 1)
and IFRS balance sheat axcept for the arcrued interest receivable waich are reported gy part
af the investments for Solvency || purpozes.

D.1.9 Inventorias
Mone held at year 2nd.

D.1.10 Investment in Subsidiary
IFRS

Investment in Subsidiary is stated at t7e cost value within the |[FRS Balance sheet,
Solvency Il

Within the Salvency |1 Dalance sheet this is recognived at the adjusted net assot value and classified
under participations and related undertakings.

0.1.11 Legses

Monr hetd at year end.
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summary of Differences between IFRS and Solvency Il Valuation

Current Accounting  SI Valuation

104 Insurance Limited Assots (EUR)
Basey Principled

Gaadwill

beterred Acquisition Costs 308473
Intangible Assets -

Daferred Tax Assets 370,00K) 482,946
Penzion benefit surplus
Property, plant & equipement held for own use 0. o
Investments 5,863,807 6,081,621
Property (Other than Own Use)
Participations and related undertakings L.000000: L178217
Equities {Qther than Participations) ?91,556 292 656
Equities {Other than: Participations) - Listed 282656 297 656
Equities {Other than Participations) - Unlisted
Bonds 1,830,743 3,863,340
Governmentand Multilateral Banks - '
Corparate 3830743 3,863,340

Structured Notes
Collnteralsed Securitics

Collective Investments Undertakings 146420 146,410
Derlvatives - o
Deposits other than cash equivalents 599,958 559,995

Other Investments
Mortgages and Loans Madae
Mortgages & loans to individuals

Other Mortgages & loans
Loans on Policies

|Reinsurance recoverables 1,328,009 1,194,347
Reinsurance share of TP - non-life excluding health 1,341 JBG 1.268,697
Reinsurance shore of TP - health similor o nm-ri,fe . 12057 |- 74,350

Deposits to cedants

Insurance & Intermediaries Receivablos 251,755 237,297
Reinsurance Receivables 1.486,237 1,486,237
Recelvables (trade, not insurance) 2.716.85T. 1,726 BET
Dwin Shares

Amounts due in respect of own fund items or Initial fund
called wp but not yet paid in

Cash & Cash Equivalents :1_._5-5&923_ 1.!53.51'3
Any Other Assets, Naot Elsewhere Shown 324322 32422
Total assets 13,733,093 13,600,259
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Differences exists for Reirsurance Recoverable, Deferrod Acquisition Costs and Investmenls as
described below:

i felnsurance recoveradle — these represent the amounts expected to he recoived from
reinsurers in respect of outstanding, incurred bus not reported aand futuge claims in raspert
of cxisting policies. They are caloulatad as the difference between Gress and Met provisions,
On a Solvency N valuation, these are valued on a boast astimate basis.

2, Deferred Acquisition Cost [DAC) — Thers is no concept of DAC in salvency |, The premium
grovision only =lows for future expanse cashilows, For these policies already in-force.
Initiz] expenses such as up-front commisslen eccurred in the past and so not been allowed
in the premum prowvision.

2. Investments = With'n IFRS, the accrued interest fs not Laken inlo consideration as part of
the valus of jinvestiments. Whereas within Solvency 1l figures it is being laken inko
consideration as pare of bonds. Investment in subsidiary which is classified as partictpations
ane related undertakings in solvency 1l is moasered at cost in IFRS Balance Sheet whareas
at adjusted net asset value in the Solvency [l Balance Sheet,

D.2 Valuation of Technical Provisions

Thic zection includes discussion of the techoical provision valuations using Soelvency 1l crieerion
including gualitative explanations for the mai differences arising from their valuations usng Solvercy
Il and IFRS Accaunting.

Undor IFRS accounting technical provisions are considersd to be current in nature. The techiical
provisons are based an case by case estimates supplemented with additional provisions for incurred
but not reported reserves {IBNR") incu rred but not encugh reported [IBMER"). in those instances
wherethe ultinate cost determined by the estimationtechniques is higher, Inaddition, allowance
is made for unexpired risks, The provess used to caleu ate the ‘ultifmate cost' is by 2 ContinuUouUs revew
aznd updating of its estimaies arizing from reported and unreparted losses and establishes
resultingpruvistons and adegquale amounts recoverabie under reinsurance. Adjustments from this
review are rcflecled in the statement of cormprebensive ncome, The prosess relies on the baslc
sssurmplion that pastexperience, adjustod for the effect of currentdevelopments andlikely trends,
is an appropriate basis for developing expectations of future events that are deemod to be
reasanable in the circumstances.
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Me presence of clalms which have been incurred but not repofted & Inherently uncertain, as s
theoutcome of claims notified and outstanding. Accordingly the directors have made estimates of the
company s ultimate Habilities based on their knowledge and understanding of the business. The
ultimate liability will vary because of subsequent events and may result in significant adjustments
to the amounts recognised. A key variable in the estimanion methodolopy applied is the initial loss
raticestimate,

The table helow shows the IFRSresults compared ta Solvency (L

Current Accounting 51 Valuation

12A nsurande Limited Liabilities [EUR )

Bases Principles

Gross Technlcal Provisions — Mon-life (Excluding Health) | 3.970.549 4,249,344

TP calculated a5 o whele (Best estimate + Risk margin) 3.970,548

Best Fstimrte 4,157,422

fisk Margin 91,922
Grass Technical Provisians - Health {Similar to Mon-Life) 2,080,411 1,853,018

T8 cateulated os o whole (Best éstimare & Risk margin] ‘2080421

Best Estimyre Lekrand

Risk margin 70,609

D.2.1 methodology Assumptions used in the Valuation of Technical Provision for
Solvency Il Purposes

The calculation of Technical Provision under Solvency 11 inclodes changes to the calculation of
provisions for claims outstanding and premium provisions. It-also intraduced the calculation of a dsk
marginthatiz not considersad under |FRS

D.2.1.1 Premium Provision

The calculation of the best estimate premium provision relates to all future claim payments
expected toanse from futureevents (post the valuation date) that are insured under the insurer's
existing palicies that have not yet expired and to all expenses assooated with these policies

The premum provision is determined on a prospective basls taking Into account the expected cash-in
and cash-out flows and time value of money, The expected cash flows for claims were determinecd
by applying an appropriate claims ratio to the Unearned Premium Reserve ("UPR"), An overall
expense provision has been calculated separately and apportlioned between the prefmium
provision and claims provision.
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On Lhe bagiz of the data analysis, this methodalopy and its underlying maodel and assumptlong ars
decmed to be realistic for eachline of business, The conditions rendering this method valid are
met; namely:
1. It can be expected that the clalms ratls, remains stable over the run-off period of the
premiurm pravisicn,
2. Areliable estimate of the claims ratiocan be made,
i. The unsarned pramium provisian is an adeqoate seposure measurs [or estimatlsg future
claimsduring the unexpired risk perind.

For the purpose of this veluation we have assumed that "Expenses”, under Lhe Premium Provision,
include all expense items, except acquisition costs which are allocated o each line of husiness by the
company.

The dilference between the Fremium Provision and the current LUPR represents an evpected souroe
of profits (losses if negative) that are expected to emerge duiing the remaming duraticon of
unexpired palicies. (The cost of commission is nat takenints account).

D.2.1.2 Claims Pravision

The proviston far claims outstanding retates to claim events that have already occurred, regardless of
whathar the claims arlsing from those events have hean reported or nat. Thus, the compaonents of the
Clalrns Provision are Lhe Case by Case Estirnates {O5LR), the |BEMR, the IBKER and the roserve for
associated expenses, Under Solvency 1, the roserves are discounted ta allow for the time value of

Mancy.

D.2.1.2a Incurred But Not Reparted Chimes {BNR) and Incurred but not enough Reported
(IENER}

IBNR claims inclode 2n ostimate for clalms that have not yet been repored but have been incurrec (e
oo IBNE tlaims) winlle IBNER is an estirnate for future movements on claims that nave already been
reported. A combination of the Chain Ladder and Bornheutller-Fergusen method, have been used to
project the gross incurred cavms Lo olUmale, The ultimale position s the incorred position plus the
Incurred Fuk Not Reported claims plus the Incurred Bui Mot Enaugh Reported clalms.

The chain [adder method invalves derlving [ass ceveloament factors from the claims history at
different points in time. From these ‘noremental movemert in total luss costs, an average
development pattern is calculated. This pattern is used to develop the latest claims position for
gach anderwriting vear to its ultimate positlon — e, the cost at which the claims are likely to
zeftle,
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The Bornhuetter-Ferguson mathod combilnes the chain ladder projection method with an
exposure-based mathod. The cxposure based method leoks at the trends in ¢ost er unit of
exposure over the historical years tw establish a suitable raze [ a prior) to be applicd to the relavant
Year,

In addition to the ahove mothods an Average Cost per Claim method [ACPC) has been used for
classes and scgmentations which had Rmited claims data {i.e. for | egal Expenses and for the claims
zhove €150 for General Liability). THE ACPC method is ane that |s usualy adopted for more
immature yaars or where Lhere is limlted data when the chain lzdder techaigue is less reliable,

Foliches are wrtten on an annual and short term basis throughaut the year. Therefare, [0 any onc
uncarwriting year, there will be an earmad and unearned portion of the pelicy period which will
spill avar into the foltlowing year. Earned ultimate claims is calculated by multiplying the earned
prertium to the earned loss ratios. The Earncd IBNR is then calculated by subiracting the total
claims ineurred to date from the earned vltimate claims.

D.2.1.2b Large Losses

Large losses usually exhibit a development pattern different to that of attntional claims, The
Lkreshald for large claims in the valuation of 21 Decomber 2021 was €150k for the General
Liability Selvency 1) 3ine of business which was determined following a claims anc inflation analysis
a3 parl of the revicw of reserves.

Projcctions for Medical Expenses weare not split inta attritional and large lossas, given that shere
is only ane clsim to cale which 1s above the £158 arge loss threshold.

The | egal Expanses class has not scen any c.zims to date above the €150k arge loss throshald and
therotore the projection of ultimate claims for this class was nat split by attritlonal and large

losscE.

0.2.1.3 Risk Margin

The Risk Margin is designad to ensure that the value of techrcal provisions is equivaient to the
amount that insurange and reinsurance undertakings would be expected to reguire in order tao
take over and mect the Company's insurance obligations. The risk margln is calculated by
determinlng the cost of providing an amount of eligible awn funds equal to the 3CR necassary to
support the Company's reinsurance obligations over the lifatima thereof. This rate, called the
Cast-nf-Capital, is prescrilisd by EIGPA and currently stands at 8%,

Ariicle 58 of the Commlssion Delegated Regulations allows insurance and relhsdrahce
undertakings to use simplified methods when they calculate the visk margin, Guideline 61 of the
the LIDPA puidslines on the valuation of technical provisiens lists a hierarchy of methods for the
calculation of the risk margin, DA adopted mothod 1. This method approximates the individial
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risks or sub-risks within some or zll modules and sub-modules to be ysed for the calculation of
futurc Salvency Cap'tal Requirement. The total risk margln 1s allocated ta the three Solvengy ||
lines of business on the basis of each ling of bus'ness reference SCR in prapartion to the total
reference SCR. The reference SCR reprasents the SCHR that waould ba borne by a third party should
they accept I0A's insurance cbligations. The reference 5CR used to calsulate the risk rmargin s
comprised of:

1} Marn-life risk capltal requirement
2] Health underwriting risk capital requircment;
3) Ceunterparty default risk capital requirement in respect of reinsurer default rick,

The markat risk and counterparty default risk In respect of nan reinsurance counterpartios
capita’ requirements have heen excluded from the reference SCR, as these are risks that would
rnot be borne by & third party, should 1DA's insurance abligetions be transferred.

D.2.1.4 Gross-lo-Net Adjustment

Reinsurance recaverable represents the amount of the company’s losses from claims that can be
recovered from reinsu-ance companies. They are calculated as the difference between Gross and
Met pravisions.,

The Company had preportlonal rcinsurance arrangemernts for the Medical Expense ling of
usiness unt! the 30th Seprtember 20200 The Net provisions for Mcdical Capenses was
determined by apply the incurred net ta gross ratio to the gross |[BNR,

The General Liability line of business has non-propartional reinsurance arrangements. The Kt
IBMFE for this class was calculated by carrylng out an ACFC appraach tno the Net large loss claims
data to calculate the large loss IENR far the 2071 underwriting year, |he attritional claims are not
exaected to have @ reinsurance recovery 33 it does not broach the reinsurance limit. An additional
IBMER loading was inzluded far this clazs glven its long-tajled pature, future movements an ciaims
that have beon roported |2 oxpected,

'here is no rcinsurance in place for the Legal Expenses line of business.

D.2.1.5 Discounting

Thereserve payment pattesn for cachline of business has been derred using the historical payment
pattern as derived by the paid claims triangles. The eurg risk free curve Pwith no wolatility
adjustment] as at the valuation date, published by EIORA, has been used for discounting, As expeclar,
the irmpact of discounting was nat material due to the relatively short-term nature of tne businass
andd the low intersst rates.
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0.2.2 Level of Uncartainty Associated with the Value of Technical Provislons

Manggement is required to malke judgements, ectimates and assurnptions Lhat affect the
application of policies and reported smuounts of assets and liabilities, income and expenses. The
estimates and underlying assumptions are continually evaluated and reviewed and are based on
historical experience and various other factors that are believed to be reasonable under the
circumstances, the results of which farm the basis of making Judgements about carrying valaes of
assets and lishilities thatlare rot read v apparent from other sources. As a result, actual results may
diffor trom astimates.

Any revisions to accounting estimates are recogniscdin the perodin which the estimateis revised
it the revision afferts only that period or in the peried of the revision and Futare perieds if the
revision affocts both current wnd future neriods,

The Solvency |l technical provisiens are caleulated on 3 best estimate, The key assumptlon
concornlng the future, and other key sources of estimation uncertaimty, ot the end of each
reporting period, that have a significant risk of cousing & matenial adjustment to the carrying
amounts of insurance lizbilitiss within the next financial yvear, is discusted below:

The ultlmate claims, whon fully seted, roay turn out te be different from the best estimates.
Thiz uncertainty results freun & aumber of sourcaes and 15 normal for any actuanal investigation.
Rome of the sources contributing to uncertainty include:
v The inherent uncertalaty in the process of statistical estimation
v The extent Lo which past dovelapment patterns and emerging experience differant to
that of past cxperience
+  Uncertainty in the level of future claims inflation
= Uncertainty with regard to claim propensity, sevarity and frequency
*  Premiuim provision loss ~at.os higher than expected
+ The impact of climate change on the diving industry such as global warreiag 2ne the
increased frequency of natural catastrophes
s The emarging trends from the COVID-12 pandemic

The uncertainty of reserve estimates was guantificd using two approaches:

+ For the Legal Expenses class where there is limited data, the variability of reserves
were raleulated by applying the standard deviation for the non-life premiuim and
reserve risk sulmeodules of the Standard Formula as outlined i the Salvency I
Delegated Regulations, This tachnigue determines the wariabilivy between the
expected results and those at dilferent confidence [evals.

v For Medical Expenses and General Linbility classes, where there was sufficient daea,
the Bootstrapping apprasch is used. This is a simulation technigue to analyse the
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uncartainty of the results. it determinas the variabllity between the expected results
and those at different confidence leavels, This appreach calculates the uncertainty
using the company’s own data and is therefora specific to she company.

D_2.3 Additional Disclosures

Salvency [l requires [nsuress b2 cansider all possible fature cash-(lows in their assessment of Best
Estimate Liabilitias. Some avents may not appear either within the data of tha insurer atall or at a
freguency or severity that represents the underlying risks. These events are described as events nal
in data [L NILs).

The Szlvency 1 technical provisions should allow for al) possible outcomes, not just those that have
oecurred historically. An allowance should therefore be made for avents that have rot historically
ooourred but could oocur in the future, This allowance called Events Mot in Data ("ENIDY). An explicit
CN.D al.owance has been included for the three lines of business as outline in tha table below:

LoB " ENID
Medical Expenzes 1,2%

| GeneralLlabltty | 2.5%
Legal Expenses 2.0%

The Compary does pot yse the matching adjustment, tha volatility adjusiment, extrapolation of
the risk-free rate, the transitional risk-free interest rabe-term structure or the transitional
deduction in caleulating its technical pravizions. Metther doas it use coconaminc seenarlo genorator,

Theeurarisk free curve {with no valatiilty adjustment) as at the valuation date, nubl'sled by

FIOPRA, has beenused for discaunting

[.2.4 Summary of Differences between Solvency 1l Valuation and IFRS
Valuation

The malt valuation princlples of Solvency |l eading to differences from feserves showr incthe IFRS
firancial statements are:

. Rermewral of any repliclt ar csplicl macgin for prudence
. Allowwance for time valus of meney through the discounting of future cash flows
. [n the caloulation of the Premigmr Provision under Salvency 1), an insurer may take cregit for

oridits embedded ir vnexpired policies, Under IFRS valuation basis this is disallowed, and any
vrofits embedded in the UPR may not be recagnlsed until the expiry of these contracts, An
Additional Unexpired Rist Ruserye [AUMR) s mandatory only where it is positive but not when
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it 15 negative,

- The UPR/URR anly allews far policies in force at the valuation date, The Premiwm Provision
needs te include all policies that the Insurer i« ofldigated to, at the valuation date, including
policies that have not yet incepted.

] There ieno concept of risk marginundier the current IFRS valuation

. Increasc in overhead expeanse reserves under Sclvency [ to Tully allew for duration of the
lizhility reservec. No such reserves exiskunder IFRS.

In addition to differances streaming from reguirements Lo valoe in line withgross liaixlities, there
gre also differeaces in requirements specific o the valuation ef reinsurance. These Include the
requirement to allow for expected non-payment due to default or dispute.

D.3 Valuatlon of Other Liahilities

The valuation of other liabilities of the Company other than tachnical provision for Solvency Il and |
FRS Balanes shoets aredescribed a5 follows:

D.3.1 Bank overdrafts

IFRS

Bank averdrafts are repayable on demand and form an integral part of the Company’s cash
managament.

Salvency Il

There are no differences betweaan the recognition and valuatior for bank averdrafts for Salvency
Il and IFRS balance shoet,

D.3.2 Payables

IFRS

Trade payables are classified with current liabilitizs and are stated at thelr nominal valie, Current
liabilitics approximated their fair values due to the shart term maturities of liabilities,
Payables comprise [a) Insurance and intermediaries payakle, and [b] Payables (trada, not insurancel.

Solveney ||

The only difference batwean the nsurance & Interniediaries payablec S figures and IFRS figurss is
due to the retting off of Intercompany balances. There are na differences between the recognition

antl valuatior for payalbles for Solvency 1 and IFRS balanee shest.

.4 Alternative Methods of Valuation
The Company docs not make usc of an internal model, of undertaking specific paramelars Lo
calculatethe SCR. Mo matching adjustnient is applied to the relevant risk free interest term
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0.5 Any Other Material Information

There |y ne other material information that hasnot already been disclosed (n thesedtions above

Othier Technical Provisions

Contingent Liabilities

Provisions Other Than Technical Provisions
Pension Benefit Obligations

Deposits frem Reinsurers

Deforred Tax Liabilities =

Derivatives

Debts owed to credit Institutions 407,451 407451
Financial labilities ather than debts owed to creditinstitutions o
Insurance & mtermadiaries payables K177466 “1/163,008
Rainsurance payables ' i -,

Payables (trade, not insuranca) 353,995 383045,

Subordinated |labilities x
Subordinated Habilities not in ROF
Subardinated Habilltiss in BOF

Any other linbilities. not elsewhere shown :

Total liabilities 8,019,892 8,096,496

Section E - Capital Management

E.1 Own Funds

IDA has thiee components of own (unds, two of which-are trer 1 basic own funds: ordinary share
capital, capital contribution and retained earnings. One of which s tier 3 own funds: Deferredtax

asset

10A's ordinary shares have full voting, dividend and capital distribution (including on winding uy)
rights; theydo not confer any rights of redemption,

E.1.1 Analysis of Significant Changes of each Tier over the Reporting Period

Basic Own Funds movement
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The rmavement of the reconciliation reserve during the year is a3 follows:

Reconcihiation reserve £'000
Balance as at 31 Deceirher 2020 (restated) - 1152

poyement duting the year _ 246
Balance as at 31 NDecamber 2021 - 1,304

E.1.2 Material Differences betwean Equity as shown in the IFRS financial
statements and the Excess of Assels over Llabilitles under Salvency Purposes

Tha following table shows the comparisens and mavernent 1 IFRS and Selvency || valuation of
gssets, liabilities and own funds,

Raconelliation batween IFRS and Solvency 1l €'000
Exeess assels over tanilities as per Solvency 5,504

- Difference in valuation of assets 133

- Défference in valuation of tochnoal

provisions & liakiities 77
Equity as per [FRS 5,7i3

The movernent in the valuation of assets and liabiiilies, as explalned In Sectlon D, ariscs from the
diference betwaen the iFRS and solvency 11 pringiples 35 explained below:

1. DAC is only included under [FRS
2. Net Technical provision including risk margin making allowance of the time val.e of maney

3. Deferrec Tax asset is adjusted depending on differences between net assets under IFR5 ard 341

E.1.3 Eligible Amount of Own Funds to Cover the SCR and MCR

The MCR and SCR were calculated using the standars formola, and the eligible cwn funds are shown
in the table helow:
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E.2 Capltal Dbhjectives and Policies

The Comazny's objectives when maraging capltal are:

L. To comply with the obligations to maintain positive solvency pasition based on the
regulatoryrequirernents af the insurance inarket whers Lhe Campany aperates;

2.  To safeguord the Company's ability te continue as a gotng concern 5o that it can
continue topravide returns for sharehalders and benefits for other stakehaolders; and

3. To provide an adequate raturn to shareholders by pricing insurance contracts
commensuratelywith the level of risk,

Thee Company's Directors manage the Company's capital stracture and make adjustments to it, in the
light of changes in ecanomic conditions, The capital requirement of the Company is maintainee in
accordance with regulatory solvency and capltal requiremenls of the insirance market inowhich
it operates,

The Cempany islinanced by shareholders' total equity. The capital structure is reviewed on an angoing
baslks. Based an recamnirndations of the Divectors, the Company balances its averall cap’tal stroclure
thraugh the payments of dividends, new sharcissucs aswell asthe issae of new deht,

As aof 1 January 20146, the Solvency || Directive (2005/138/EC) came into force, introducing new risk-
based, regutatery requirements that ascertain the level of the reqguired regulatory capilal to he
hedd on the basis of the risks that the Company is o7 can be exposed to, Solvency || also sets out the
appraich te b undectaken in order to establish the amoont of Solvency Iown funds, namely by
converting the statement of Financial Position from an IFRS perspective ta ane where assets aind

liahilites are measured in line with their underlying economic valuee,

The Compary's internal capital turget s Lo hold the higher of 1.4 timas the pillar 1 reguirement or
thereguiremant identified during the ORSA process plus a board approved buffer. On an annual basis,
and having reparvd to the pesulos af strass tests appliedta projections over the three year planning

periad, the Board willconzider whethera dividend should be pald to ramit ary suralus cag'tol ahove
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this target to the Foundaticn.

The Company's Dircctors manage the Company’s capital structure amd make adjustmants toat, ih
the light of changes in ecoromic conditions, The capital requirement of the Company is
mairttgined in accordance with regulatory salvency and capilal reguirements of the insurance
market tn which it operates. Regulor monituring of the Solvency Capital Requirement ('5CR') and
the Minimum Capital Reqguirement {MCR'} is considered crucial, To this cffect, a Capital
Management Policy, autlining the main drivers of the SCR, was put ip place o addiescthe procedures
atd controls in this regard. In the case of any identified breaches with the SCR and MCR, tha Directors
have put in place a capital plan ailmed at ensuring that the Company will restore its level of wwn
funds to ona which covers both the SCR and MCR,

E.3 SCR and MCR
E.3.1 Solvency Capital Requirements Split by Risk Modules

The table bolow sets oul the risk modules making up tho soivency capital requirement of the

Lompany.

|~ coom !
Crear MCR . S SR
SR . ] 2,230, 740
MERcap | 103,633
MOR foor [ a2 ad
Comblned MCR | S ..
(Abzsolube foor of the MCR o 3.700.060
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E.3.2Inputused for MCR calculation and material changes to MCR and SCR

The MCR was caloulated hased in the standare fosmala,

In add tion to the ahove, the table balovr shows a comparison bebwoen S5CR as at 21% Docember 2021
and 31¥ Dzcember 2020 {restated):

Solvency Capltal ragulrement 2021 £'000 2020 £'000

[restated)
Furmrket, righ 1050 2104
Counterparty risk 5B 516
Life underwriting risx -
Heaith undenriting rish 437 417
hon He undarveiting risk 714 658
Diversification effects 415 H53
Basic SCR 2552 1481
Cperational risk 170 171
Adjastmants : -
SCH £,231 2053
MR 3,700 3,700
Fasic Owwn Funds [Assers-Liailiica) 5,503 5380
Cwin Furds in 2xcess of Soivercy Capital renvirement 3,272 a327
Solvency Aatic . P 2435

The MCR illd ot ehange over the period and remainec at the level of the absoluke MCR {(AN.CR] of
EUR 3,700,000.

The most material nravements are listad below:

-The increase in the Counterparty Default Kisk §ie. from €518k in 2020 W £758R in 2021) is
mzinly attributed Lo the increase of the Insurance & intermediaries' recelvables that have

haan outstanding for mare than 3 manths.

-The increase in the Health underwriting risk and Nen-Lite underwriting risk in 2021 15
mainly attributed to the increase in the respective premium and reserve risk sub-modules,

whichk in turn are due to higher aremium and reserve vehnne nigasures for the malorlty of
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lires of business when compared LG prior year.

E.4 Use of the duration-bhased equity risk sub-module in the calculation of the SCR

Duration- bascd equity risk sub medule isnot usedin the Company's SCR calculation.

E.5 Differences between the standard formula and anyinternal model used

Asat 215t pocember 2021, the Comgany used solelythe standard formula for its 3CR calculatlon.

E.6 Non-Compliance with MCR and SCR during the pericd
The Company was compliant at all times with the MCR and SCR reguirements during the repocting

pariad,

E.7 Any Other Materizl Information
The Company currently makes no allowance for LACD within the calculation of the S5CR,
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IDA Insurance
Limited

Solvency and Financial

Condition Report

31 December

2021

{Monetary amounts in EUR thousands)
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$.23.01.01.02 Reconciliation reserve

£ Axis
|Reconciiation reserv [Excess of Hﬁm e fatiklcs ROTO0 5,500,445

|Dmﬁm]hﬂm!mwj R0

Foreseeable diidends, distnbutions and charges RO720

i fund items ROTI0 &.5908173
Adpustmant for restricied awn fund flems in respact of ROTAD
-adjustmon portfolios and ring fenced hinds
|Reconciiation resarve _ _ _ [Ho7H0 L, 404,720}
[Expeecled peofits Expected profits inckried In fulire pramiums (EPIFF) - Lifa |nnm
' business

Expacied profts mckoded in futwre promiime (EPIFP) - Non. Innm

ke busaness.
Total Expected profits ichdad in future premioms (ERIFP) lmmn
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$.25.01.01.01 Basic Solvency Capital Requirement

DA Insurance Ltd 2021

Z Axis:, No
Net solvency capital | Gross solvancy
requirament capital requirenmeant
CO030 Cop4ag

Market risk RO010 1,058 378 1,059,378

Counterparty default risk 0020 758,361 758,361

Life underwriting risk RO030 o

Health underwriting risk RO040 487 481 487 481

Mon-iife underwriting nsk RO050 713,548 713,548

Diversification RODG0 (967,422) (967 422)

Intangibile asset nisk ROO70

Basic Solvency Capilal Requirement RO100 2 051,345 2,051, 345)
5.25,01.01.02 Calculation of Solvency Capital Reguirement
Z Axis,. No

Valum
Co1e0

[Adjustment dus to RTFIMAR nSCR sggregation IRJD‘IIU
Operaliopal sk IRO130 179,395
Logssabauitumg capadity of techmcal provisons lﬂ‘ﬂ 140
Logs-absorbing capacily of deferred taxes [rRO150_ o
Capitat reguirement for business aperated in accardance with Arl. 4 of Dirpctive 20037410 ROIE0
Sokency Capital Requrament exchiding capital add-on a ROZ00 2.230,740
Capital add-on aiready sat ROZ10
Sobancy caplal regquinenme ROZ20 113,140

$.25.01.01.03 Approach to tax rate

£ Axis  No

}. Yesilo |
C0109
Approach bassd o 8 I Hull | -
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"5.25.01.01.04 Calculation of [oss ahsorhbing capacity of deferred taxes

7 Axs: Mo
o Behensyl
Befure lhe soonk | Afer the sheck
COG S0tED
A R 1T -
QA cneeyforward . . |RIE10 T . -
DT, due ta dedyctiole Lernp iany dliffetences PoB
o e e RB3D )

£.26.01.01.05 Calculadion ol oz absorbing capacity of defkemed axes

7 Auds: Mo

ar wabrarkinn cEpEeTy ef do'Rna Iewes

Soki iyl :
Ly LT
130
LefOf Mg A1 -
LAC O praifien! by ol v ol difispae] Loy, fialafiticos:, RL %0
L AC DT pratilnedi b oefe reiize 1o orabable Dl taxabls MHLEGD
AN fondt . R e
LAE DT poatified By cary back, cuirmat yges HUHID . :|
WAC O posiart By cary beck fawawaree o lResr L
Mo LAG BT RCBAT I |

5.28.01.01.01 Linear formula compenent for non-ife insurance and reinsurance obligations

[ 2R comporants
| [ H

Sobercy I|_IMCRN Resul [Rodi0 |
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5.248.01.01.02 Background information
2 fuis:

G4 Insurence Lid 2021

| . Dackground infarmatian
Mt {of Mt (ol re s e’
rringErance SPYE | wiilten premiirs n
best estimate arz - the 1ast 12 moakhs
TF zalarated a2 a
wha 2
Co0z0 T30
Mezical axpenss inswancs ard proparhicral sirsursnee ROGA) " BOG,ToE 3,197 BEG
[1come protection mswancs 2] praoliong iRsUrince ROC3D o
Workors' cunpensa: IOM INBUrBNCE Ara prur,;u_'-{l_unal ROc45
rE| 3 LN
Picrtear weab e habslily pesmrance and proporfional relnswance | S0053
inar mator Tsurance Ao Eroporticral re s A0
Marine, aviaton and rranssorl msurance snd proportec nal Rl TH|
reirSLrg 1oe ]
Fimez srdd b darage W preparty insurarce and properbors! |ROGAS
re‘rauraica :
Genaral iadi ty insurance and p':q:u 1zl rairEuraneA RODY0 2.775CH 212,836
Cradl atd suctyshie insLrance and progsononal reinaLrare [RO100 )
Leagal e;q:aens;;-:é ingurancs angd properiional retraurence RC1° 0 112 696 2aC 127
AESEtENCE Snd proport.orsl reind e RCA2D i _ ) __
Mg callaren Jz financel l0ss in3urance ard prspodional RC132
M NELranCe
ar- :-ro:-n'limal health AT Hi140
ior-orgporlioddl caslalky fnBL A se RCAED
tor-proooriona maring, aviaticn and transpor rersurznce  |ROCED
hor-oroportions propery reinsLra mies ROTO ___ '
S.28.01.01.05 Overall MCR calculation
£ Axis:
| GCo7o |
Linsar MCR RO300 562,493
SDF‘. ~ RO210 2,230, 740
MOR I::ap RO320 1,003,633
IMCR floor RO330 52474
C-:r*blned TCE RO3440 582 491
Absg'Lie Tiogr af the MCR RO550 3,700,000
Minimurm Cagiial Requirement EUEILH _ 3700600
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Independent auditor’s report £ aran ot F o 5
to the directors of
104 suranee Wimiked

OpTnlon
We have audited the follawing refevant elrments of (he Salvancy and Financial Condition Report {"SHCR")
prepared by I0d lasurance Limited [the Comparry] sx at 31 December 20271

« the ‘Valuation ber solvency purposes” and "Capital iMansgement’ sections of the SFCR of the Company as
HL
31 December 2021, {‘tha rarrative Declosures sub]act to 2udit']; and

=  Company templates 5.02.01.18, 5,17.01.01, S5.23.00.00, 3,25.00 .21, 5, 26,061,000 ("the Templates subject 1o
Audiy’}

The Narrative Disclosures subject o audit and the Templates subject to aodit are coll=ctively refarred 1o as the
rolevant elemcnts of the SFCR'.

We are nolregulred Lo sudit, nor have we audited, and 3= 3 consequence do net exgrass an apinlen oo the

Other Information which comprises;

. the ‘Execurive summary’, ‘Business and perbreannece’, ‘Syspam of governance’ ahd sk profile’
clements of the SFCR; andd

' Company templates S.00.01.03, 5.05.02.0L, 5.19.901.21.

[y our aplnicn, the Information sublect to audit in e eolevant clements of the SFCR of the Campany as at
21 Decemhber 2021 15 prepared, [n all material respects, in accordance with fhe Insurance Business Aol {(Cap.
A2), regulations and Insurance Fules issued thereundear, the Comeaission Delepated Reprlation end the
Furcpean Comwnission lmplementing Bepulation {EW) 20152452 (hereafler referred 1o as “the relerant
lepislation®),

Basis for Oplnlon

We canducted aur audit in accardance with International Standacds on Auditing (15As). Gur responsibilities
under those standards are further deseribed in the Auditer's fesponsibiifilies for the Awdit of the relevont
eternents of the Sofsency amd Finunclial Condition feport section of our report. We are independent of the :
Company in accardznce with the Inbernational Crhics Standards Beard for Aocountants” Code of ERRics far

Frafossional Accountonts (\ESSA Code) together with the Accountancy Profession {Code of Ethics for Warrant :
Hotders) Dlreciive (Maltese Cide] that are relevans to our audit of the relevant elements of the SFCRn Malta,
and we have fullilled our albher athical responsibillties in accocdare e wilky the IESBA Codle and the dallesc
Code, Wae Believe that the audit evidence we kave abtained is sulfltient and approgriate to provide a basls for
our opinmicn.

Emptrasls of Matier -- Basis of Accounting

We draw attention to Lhe “Valuatian for solvency pivposes” and "“Capital Managemem sackions of tha SFCR,

whith descrlbe Lne Lasts of avevunling, 1he SFCR, s prepared in compliance with the financial reporting

provisians of the Subency  regulalicns, and thereciore in accerdance with a speclal purpose financial reporting

framework. As a rosult, the SFCR may not be suitzble for another purpose. Our aplnion s not medified in

respect of lhete mallers. -

Dt A8, Lottt S W e T s, .-J,J,q._h.ll.l., A Lt A g T bt b e G s P L EGREIE e b B e
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Deloitte.

Independent auditor's report (continued)
Lo the directors of
IDA [nsurance Limited

Othar Information
The Dir ecbors are respansible 1o the Cther Information,

Cur opinion cn the relevant elements of the SFCR does net cower the Olher Infarmation and, we do not
crpress an aud|r opleian o any form of asserance conclusicn therzon,

It connection with our audit of the SFCR, dur respons bility is to read the Othee InFarmation and, in doing 5o,
ponsider whether the Glher Infermation is materizlly inconsistent with the relovant clerments of the SFCR, or
our Xrowledpe oblained in the audil, or otherwlse appesrs to beinsterlally misstated.  we identlfy such
materlal inoonsistencies or apparent material misstztements, wa are required to determing whether tere isa
rxtorial isstatemant In Lhe relevant elements of the SFCR o7 2 material misstaterment of the Other
Informiation, IF, hased an Ehe wiark we e pecformed, we conclude that chere 15 & nraterlzl misstaternent of
this Other Information, we are cequired o repart that fac.

We have nothing to repert in retation (¢ these marters.

liesponsibilities of tha Drecters Far the Solvency and Financial Canditlen Report

The Diredors are respansible for the proparation of the SFCR in accordance with the finandal reporting
provizions contained in the relevant legislation refered tn abave, 1n Accocdance with soction 3.9 of Chapler &
of the Insurans2 Rules, the Directors are responsible for having in place approprate systems and structdres 1o
meaet the Company’s public disctosure requiremenls i refation Lo the SFCH and {or the approvai of the SFCR,

The Dircctars ore also responsiale to have the necessary internal contrals to enable tha preparation of the
SFCR wehich is frec [rom material misstatemeant, whether due te fraud or errot, The Qirectors are respansible 1
for owarseeing the Company’s financial reporting process.

The DPrreckors satisly themsebres that, Lhroughout the finandial year in guestion, the Cempany his compliod in
all material respocts with the reguirements of Lhe relevant legistairon a5 applicabla o the Company. The
Directors are oise roguired Lo sign a Declaration Form, in acoordance wiile parggeaph 86,2 of Chapter £ of Lhe
Insurarea Rulos and Annex [V to the sald Chaptar, for submission with the STCR (o the competent aulhorily,

Auditor's Respupsibilities for the Audit of the ralevant elements of the Solvency and Financial Condition
Report

It Es our responsibility to form an independent opinion on the Narrathe Dlsclosores sobject ta audir that tha
Comprany shall disclose and anthe Templates sublect to audit, in accordance with paragraph £.10.2 of Chapter
& of the losurance Rules and Annex ¥ to the satd Chaptar, oplning on whether the said relevant clements of
the SFCH bave bean prepared in oli malarial respects in accardance with the ralevant legisiotion, such auditis
to be made in accordance with paragraph 8.10.2 and Annex ¥ of Chapter B of the Insurance Rules and with
International Standards on Audiling,

Our ohjerlives are to oblain ressonable assurance about whether the relevant elcments of the SFCR are froe
fram material misstatament, whether doe o freud o error, aod w 1ssue an sudiore's regock thak ingudes our
oplnion, Reasotable 2xsurznes 15 a high level of assurance, but itz not a guarantes that ab acdit condoctsd in
aroardance w1t 1585 will always deteck @ na terial inlsstalemenl whas i e<ists, Misstatenants can arise fromn
Fraud or ercee and are considerad material if, individually or inshe aggregate, they could reasonably be
expacted ta influgnce the decision maklng or the Judgement of the users taken on he basis of the SFCR.
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Independent auditor’s report (continued)

to tha directors of
1DA Insurance Hmited

Auiditoi's Responsibilities for the Audit of the relevant elements of the Solvency and Financial Cendition
Repart (continued)

As part of an audit in accordance with I5As, we exercise professional judpment and maintain professional
skepticism throughout the audit. We also:

+ identify and assess the risks of material misstatement of the relevant elements of the SFCR, whethes due
to fraud or errar; design and perform audit pracedures responsive to those risks, and obtain audil
evidente that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting 2
material misstatement resulting from fraud is higher than for one resulting from errer, as fraud may
involve collusion, Targery, Intentional omissions, misrepresentalions, or the override of internal control,

«  Obtain an understanding of internal control relevant to the audit In order to design audil procedures that
are appropriate in the tircumstances, but not tor the purpose of expressing an opinion on the
elfectivensss of the Company’s internal control.

« Fvaluate the appropriateness of accounting pollcies used and the reasonableness of accounting estimates
and related disclosures made by the directors,

s Conclude on the appropriateness of the directars’ use of the going concern basis of accounting and, based
on the audit evidence abtained, whether a material uncertainty exists related Lo events of conditions that
may cast significant doubt on the Company’s ability to continue as agoing concern. If we conclude that @
material uncertainty exists, we are required to draw attention in ouwr auditor's report to the related
disclosures in the relevant elemants of the SFCR or, if such disclosures are inadequate, to modify our
opinion. Qur conclusions are based on the audit evidence obtained up to the date of our auditor’s report,
However, tuture events or conditions may cause the Company o cease 1o continge 4% a going concer.

s Evaluate the overall preseritation, structure and content of the relevant elements of thee SFCR, including
the disclosures, and whether the relevant elements of the SFCR represent the underlying transactions and
events in a manner that achieves fair presentation

Wi communicate with the directors regarding, among other matters, the planied scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify
diiing our audit,

Use of our Reporl

This report Is made solely to the Directors of the Company in accordance with our engagement letter dated

12 October 2021. We acknowledge that our report will be provided to the MFSA for the use of the MESA salely
for the purposes set down by Chapter 8 of the Insurance Rules issued under the Insurance Business Act [Cap.
403). Our audit work has been undertaken so that we might state to the Company’s Directors those matters
we are required Lo state Lo them in an auditor’s report an the relevant elements of the SFCR and for no other
purpose. To the fullest extent permitted by law, we do nol accept or assume responsibility to anyone Gthee
than I_{hﬁtqupany and the MFSA, for our pudit work, for this report ar for the opinions we have formed.

e

Miark Giorgio as Dlrector

in the name and an behall of

Delaitte Audit Limited

Registered auditor

Central Business Bistrict, Birkirkara, Malta

18 April 2022
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