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This Solvency and Financial Condition Report [SFCR) has been prepared 1o allow IDA Insurance Limited
("IDA" or ‘the Company’) to comply with the Pillar 11l reporting requirements under Directive
2009/138/EC and associated Regulations {“the Solvency || Directive’).

IDA Insurance Limited maintains a robust system of governance which is commensurate to the nature,

scale and complexity of the Company’s activities and its risk profile. The syvstem of governance
revohies around the Board and its Committees —the Investment Committee and Risk and Compliance

Committee; with key functions outsourced to external service providers in line with the Company's
Dutsourcing Policy. The mainstay of the system of governance i the risk management system: which
is designed to ensure that all the material risks areidentified; and that policies and procedures are in
place toassess their potential impact and to adequately report them, so that they canbe managed or
mitigated.

This financial period is from 1st January 2020 to 315t December 2020 whilst the comparative figures
cover a period from 1% July 2018 1o 31* December 2019. During the period under review, the Company
registered a loss after tax amounting to € 56,738 (Profit after tax for the year ended 31" Decemibser
2019:; £494,667). Direct premivms written by the Company during this period amounted to €
4,151,875 (18 months endad 31* December 2019 € 8,624,969). Claims performance deteriorated with

claims incurred net of reinsurance for the period amounted to €1,285,896 compared to €1,575,220
for the 18 months ended 31* December 2019,

The Directors were actively involved in the implementation of the Solvency Il legislation and these are
deeply embedded in the Company's operations. Regular monitoring of the Solvency Capital
Requirernent (SCR) and Minimum Capital Requirements is carried out and a Capital Management
Policy is in place to ensure on-going adherence to the requirements. This policy outlines the main
drivers of the SCR.

The Company moniters its capital level on a regular basis, The Company complied with the regulatory
capital requirement during the years ended 2019 and 2020. No changes were made in the Company's
approach to capital management during the period ended 31* December 2020,

Going forward, the Company is expected to continue meeting the Solvency Il regulatory capital
requirements based on the latest audited SCR calculations as at 31" December 2020 and those
resulting from the 2020 Own Risk and Solvency Assessment.

1DA' s internal capital target is tohold 140% of its Pillar 1 Minimum Capital Requirement. Onan annual

basis, the Board considers whether a dividend should be paid to remit any surplus capital to its parent
entity.
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Income Statement =Technical Account

Statement of Profit or Loss and Other
Comprehensive Income = Technical Account
For the period from 1 January to 31 December 2020

Dec Dec
Mol 2020 2018
EUR EUR
Earned premiums, net of reinsurance
Grogs premiums wiitten 4,151,875 B.624, 955
Outward reinsurance premiums (2,091,706) (4,398,704)
Imwvard reinsurance premium 156,251 459,382
Mel premiums written 2,216,420 4,685,647
Change in gross provision for uneamed premiums 903,407 {4,998)
Change in provision for uneamed premiums,
Reinsurer's share (373,065) (39,2800
530,342 (44, 278)
Earned premiums net of reinsurance 2,746, TE2 4,641,369
Profit commission 163,959 262,330
Allocated investrment retum ransfermed
f rrm L non-technical acoount ar 126,520
Total technical income 2,911,682 5,020,219
Claims incurred, net of reinsurance
Claims paid
- Gross amount 2,462 187 3,658,009
- Reinsurer's share (1,092,140)  (1,641,369)
1,370,047 2,016,730
Change in the provision lor claims
- Gross amount (276,558) (794,851)
« Reinsurer's share 102,408 353,341
{84,150) (441,510}
Claims incurred, net of reinsurance 1,285,897 1,575,220
Mel eperating expenses 1,509,041 2,363,820
Total technical charges 2,794,937 3,933,040
Balance on the technlcal account
for general business 116,756 1,080,179
=== e ——.
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#A.4 Performance of other activities

Statement of Profit or Loss and Other
Comprehensivelncome — Non-Technical Account

For the period from 1 January 2020 to 31 December 2020

Dec Dec
Mioles 2020 2019
EUR EUR
Balance on technical account
for general business 116,756 1,080,179
Investment income 101,952 206,323
investmeant expenses and chamges (93,967) (48,749)
Allocated investment retum transfermed to
the general business technical account (371} (126,520)
Dither income 10,924 16,965
Mel operating exparses (382,715} (490,097)
(Loss)Profit before tax (248,381} 738,101
Income tax experss 191,583 (243,434)
(LossWProfit for the year (56,788) 494 667
Cther comprehensive income
Items that may be reclassified subsequently
to profit or loss
Gainf{loss) on avallablefor-sale
financial assets, net of deferred fax 44,315 21,789
Total comprehensive incomefloss) for the year
attributable o ordinary shareholders (12,473) 516,456
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A.5 Events after the reporting period

The Company has the intent to purchase VING Insurance Brokers Ltd (“VING™) from s parent company
being DAN Europe Foundation ("DAN") by mid-year of 2021, for which it has already obtained the “no
objection” from the MF5A and such acquisition has also been approved by the Board of Directors of
the Company. It shall also be noted that the consideration for the acquisition of VING is expected to
be at EUR 1 Million and shall be set off against receivables that the Company currently hold from its
parent company DAN,

A6 Any other information

COVID-19 impact The spread of COVID-19 has severely impacted many local economies around the
globe through the year. Measures taken to contain the spread of the virus, including travel bans,
quarantines, social distancing, and closures of non-essential services have triggered significant
disruptions to the diving community. The COVID-19 pandemic has resulted ina reduction in premiums
written by the Company which were mosthy limited to the months in which all diving activities were
suspended. The Directors expect that the reduction in writben premiums would be

rectified as soon an adequate number of peoplefcountries become immune to the virus, which &
expected to be achieved by use of the vaccine. Clients will renew their policies as soon as diving and
travelling activities can be carried out with more ease, As at the date of this report, the Company has
not incurred significant claims (medical expenses) arising from COVID-19. The policies written by the
company have now been updated to exclude Pandemic Diseases, prior to this such claims were being
covered subject that the insured travelled abroad before the Governments issued 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 therefome
consider that whilst the Compamy's profitability have been impacted during 2020 and is expected to
be impacted during 2021; when combined with the Company's overall liquidity and solvency position,
the Company continues to be a going concern.
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The following were members of the Board at 31" December 2020:

¢ Prof Alessandro Marroni [Chairman)

» DrlroCaliCorleo {Managing Director)

¢ DrFilomena de Angelis [Executive Director)

¢ MsLaura Marron| (Executive Director)

* DrMatthew Bianchi (Independent Non-Executive Director)
* RayMercieca (Independent Non-Executive Director)

The Board of Directors appoint a Chairman of the Board and determine the period for which he will
hold office.

The Board of Directors is made up of mix of individuals who have the necessary skills and expertise in
the following areas:

. Market knowledge - the awareness and understanding of the wider business, economic and
market environment in which the undertaking operates and the knowledge and needs of
policyholders;

. Business strategy and Business model - an appropriately detailed understanding of the
undertaking’s business strategy and model;

. System of governance - this includes risk management and contral, which means the awareness
and understanding of the risks the undertaking, is facing and the capability of managing them.
Furthermore, the ability to assess the effectiveness of the undertaking's arrangements to

deliver effective governance, oversight and controls in the business and, if necessary, overses
changes in thase areas;

- Financial and actuarial analysis - the ability tointerpret the undertaking's financial and actuarial

information, identify key issues, put in place appropriate controls and take necessary measures
based on this information;

" Regulatory framework and reguirements - awareness and understanding of the regulatory
framework in which the undertaking operates, and the regulatory requirements and
expectations relevant to it and the capacity toadapt to changes which stem from the regulatory
framework without delay.

The Board of Directors is made up of a mix of Executive Directors, Non-Executive Directors and
Independent Mon-Executive Directors.
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The Roles and Responsibilities of the Board are the following:

Provide entrepreneurial leadership of IDA withina framework of prudent and effective controls
which enable risk to be assessed and managed,

Set IDA’s strategic aims, ensure that the necessary financial resources are in place for the
Company to meet its objectives, and review the insurance manager’s performance.

Set IDA' s values and standards and ensure that its obligations toits shareholders and others are
understood and met.

Comply with the Memorandum and Articles of Association of the Campany,
Comply with requirements set out in the Maltese Companies Act and Maltese Insuranos

Business Act (Cap 403) and comply with the General Good Requirements for all classes aof
business in each country within which |DA ks operating.

Assume responsibility for the day to day conduct of IDA’s business. Clearly and appropriately
apportion significant responsibilities to the Insurance Manager and ather third-party providers,

Owversee the establishment and maintenance of robust and clearly documented systems and
controls in accordance with applicable regulations.

Review and approve business submitted by the Risk Management & Compliance Committee.

Oversee the process of outsourcing, and monitor the discharge of the Compliance, Risk
Management, Internal Audit and Risk Management functions. '

» Ensure that assets areinvested in line with the Prudence, Persons, Principle and ina
manmner that is appropriate to the nature and duration of the insurance liabilities

Meetings ofthe Board

1,

Meetings of the Board of Directors (BoD) are held no less than four times annually but are
alsoheld as frequently as considered appropriate.

All meetings of the BoD and any general meeting of the members of the Company are held in
Malta unless otherwise resolved by the Directors of the Company.

A person is entitled to participate at a meeting of the BoD or at any GM by means of a telephone
link provided the other members or directors agree to such participation by telephone. The
Chakrman of the meeting, in such cases, shall sign on behalf of the person participating by
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telephone and shall record the fact that all persons present at the meeting have agreed tosuch
telephone participation.

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

5. A minimum of seven days’ notice In writing is provided to all directors of a Board meeting.
However, the Company recognises that from time to time Board meetings may need to be
cabled at short notice. Ifa Board meeting is called at short notice all directors must be contacted
in writing or by telephone advising them of the meeting and the proposed agenda. Prior
approval for the meeting to take place must be obtained from all directors notwithstanding
that a director may not be able to attend a meeting called at short notice. Such approval must
be documented in the mesting minutes.

Quorum
The guorum for declsions of the Baard is thiee,

Attendance
1. The Chairman presides on each board meeting held.

2. A member of the Board is entitled to appoint an alternate in his stead,

3. The Chairman, at his/her discretion, may imite other executives to attend and be heard at
rmeetings of the Board,

Decisions/noting
1. The directors meet for the dispatch of business, adjourn or otherwise regulate their meetings, as
they think fit. Questions arising at any meeting are decided by a 45 majority of vobes.

2. No advisers are entitled to vote at meetings of the Board.

3. In the case of round robin approvals, a resolution in writing, including through the medium

of electronic facsimile, approved by all members, is as valid and effectual as if it had been passed
ata Board meeting duly called and constituted.

4, Such a round robin approval is tabled at the next meeting for 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 dissenting person or negative voter. The minutes of meetings
provide sufficient detail to evidence appropriate Board attention, the substance of discussions and

their outcome and are agreed at the subsequent Board meeting. Minutes akso document the
attendance of non-attendance of members of the Board.
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B1.2 Investment Committee
The Company’s investments are managed through an Investment Committee which operates wit hin

investment parameters set and approved by the Board of Directors. The procedures consider a
recommended portfolio structure, asset and counterparty limits as well as currency restrictions.

10A Investment Committee (IC) has been established as a committee of the Board and is comprised
of the Managing Director, an independent non-executive director and an independent Investrnent
advisor. A third-party Investment Manager, duly appointed by the Board of Directors also attends
every meeting. The guorum for the meeting is two members present in person,

The objectives of the Commities are to;

{a) Prepare and submit for approval by the Board, and thereafter communicate tothe Investment
Manager, the basic investment strategy and policy for the Company, after considering the
refative recommendations submitted to it by the Investment Manager.

Such recommendations are based on, inter-alia:-

. consideration of the Company's cash flow projections, and forecast assets and liabilities, which
the Insurance Manager shall determine in conjunction with the Manager;

L compliance with relevant statutoryand regulatory solvency requirements as agreed with the
Insurance Manager;

" the Company's latest investment strategy and policies, and anticipated market evaluations;

» the Company’s credit, market and liquidity risk policies, and the performance benchmark as
recommended by investment manager and approved by the Investment Committes:

® a considered view of future investment prospects,

(6] Toreview the Investments Manager's report of its activity in the preceding period, and to
ensure that the actual tactical changes carried out during such period were consistent with
approved policy and restrictions and reasonable in the light of short to medium term
investment prospects prevailing at the time.

() Monitor the investment activity and performance of the Investment Manager and their ongoing

ability and suitabélity to provide the appropriate services, and to recommend appropriate action
to the Board where necessary,

{d) Review and determine any limits, authorities and procedures that are relevant to the effective
execution of investrment policy, and advise the Board accordingly,

The Board supports the Investment Committee in attaining its objectives, and procures that the

responsibilities of the Investment Manager will similarly include providing such support to the
Imvestment Committee in any form that it may be reasonably required.

The investment parameters are documented in the Asset Allocation policy, which are reviewed
by the Committee in line with changing market trends and Company needs at every meeting.

(e} The Committee reviews the performance of the portfolio in line with the knvestment
parameters set outin the Asset Allocation policy

The Investment Committee meets at least every quarter. The Investment Committee meetings may
be held via teleconference link and any resolutions or recommendations or decisions of the

:'-':. g - 13|EE-
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Committee in writing signed by all the members of the Investment Committee shall be equivalent to
a meeting of the Committee.

A representative from the Insurance Manager and the Group Financial Controdler is invited to attend
each Meeting.

Any decision in respect of recommendations submitted to the Company by the Investment advisors,

require the consent of all the members of the Investment Committee. A written record of such
decisions is maintained In relation te each recommendation and maintained In relation to each

recommendation and are submitted to the Company, and such records are made available to  all
members of the Imvestment Committee.

B1.3 Risk Management & Compliance Committee

The Risk Management & Compliance Committee [RMC) has been established as a committea of the
Boardand is comprised of an Executive Director who alsoacts as Chairman and the Managing Director.,
The insurance Managers, duly appointed by the Board of Directors also attends every meeting.

The purpose of the Risk Management & Compliance Committee is to have overall responsibility for
establishing a strategic approach to Risk Management & Compliance across the organisation, ensuring
that the approach is pro-active, The Committee is alsoresponsible for the overall co-ordination of Risk
Managemaent & Compliance activity. It ensures that the necessary processes are in place to achieve
compliance with statutory requirements and to protect the Company’s palicyholders, staff and ass ets,

Risk Management & Compliance is an integral part of the Company’s strategic and operational
objectives.

The Risk Management & Compliance Committes is established in accordance with guidance set out
by the Regulator and the obligations under the present corparate governance standards. Itis

sufficiently robust to evolve in compliance with Solvency |l requirements when there are required to
be implemented.

The Committee is one the Committees of the Board authorised to make executive decisions regarding
the management of riskand compliance with regulations. The Chairman of the Committee reports to
the Board at every board meeting and provides anupdate of the salient matters discussed during the
Risk Management & Compliance meetings which are held ona quarterly basis in the same month prios
to the Board meeting.

The Committee

1.  Agrees, monitors and ratifies the Company’s Risk Management & Compliance strategy and

policies.

2.  The Committee is made aware of all policies approved under the Insurance Financial Risk, Non-
Insurance Financial Risk, Non-Financial Risk, Internal Control, Compliance and Qutsourcing
policies and of any material decsions taken by the Investment Committee or the Internal
Contral Working Group and ensure the policies are implemented effectively, reviewed, updated
and approved;
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{b)

ifh

4]

(h)
(i)

U

(k)

s Agsessing the effectiveness of the audit process.

Toreceive, and take any appropriate action in relation to, all reports and other communications
which the independent auditor is required to make to the working group, incleding timely
Feports COnCerning:

* Allcritical accounting policies and practices to be used;

=  Allalternative treatments of financial infermation within generally accepted accounting
principles that have been discussed with management of the Cornpany;

= Ramifications of the use of such alternative disclosures and treatments, and the
treatment preferred by the independent auditor; and
* Other material written communications between the independent auditor and the

management of the Company, suchas any management letter or schedule of unadjusted
differences.

To review and discuss with management and the independent auditor the annual audited
financial statements (and where practicable any other material public or regulatory financial

statements), including disclosures made inmanagement’s discussion and analysis and the audi
representation letters, and recommend to the Board whether the audited financial statements
should be approved,

To discuss with management and the independent auditor significant financial reporting issues

and judgements made in conneéction with the preparation of the Compamy's financial
statements.

To discuss with management and the independent auditor the effect of regulatory and
accounting initiatives,

To meet with management, the internal accountants / auditors and the independent auditor
separately, quarterly or at such other interval as the working group deems reasonable.

To maonitor the independence of the independent auditor, including:

. Evaluating the independence of the independent auditor, including whether the
provision of non-audit services s compatible with maintaining the auditors
independence;

. Approving or disapproving any engagement by the Company or its subsidiaries of the

independent auditor to perform any non-audit services, subject to a de minimis threshold
of €2,500; and

To monitor the integrityof the Companmy's financial and other internal controls.

Te oversee and monitor the documentation the reports and documents produced by the risks
management commities,

To receive from management reports on the effectiveness of the 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 annual report in relation to internal
control and the management of risk.
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d. toperform required financial and actuarial analysis in respect of IDA:
e. of the regulatory framework and requirements applicable to the Compamy: and

f. generallyto be able to provide for the sound and prudent management of IDA,

The appointment and continuing engagement of any Relevant Person must comply with the
fitness elements as set out within the applicable MFSA rules and guidelines.

Propriety:

The honesty, financial soundness and reputation of every Relevant Person must be assessed
by the Company to determine that they are of good repute and integrity, based on relevant
evidence regarding their character, personal behaviour and business conduct Incleding any
criminal, financial and supervisory aspects, regardless of location but taking account of any
applicable period of limitation in respect of any committed offence.

The appointment and continuing engagement of any Relevant Person must comply with the
probity elements of the aforementioned MFSA rules and guidelines.

Each Relevant Person shall complete a Fit & Proper Questionnaire and submit to the Complianoe

officer,

Board=The Board is responsible for;

wl.

wii

The approval and periodic review of this palicy;
overseeing the implementation of this podicy;

establishing the minimum criteria for each Relevant Person, including any minimum

qualifications, experience and competencies deemed necessary to fulfil their respecthe
functhons.

establishimg who are | DA's Relevant Persons, considering the nature, scabe and complexity of
the risks imherent in the business, the nature of the relevant function and its organisational
structure,

assessing (pre-appointment and at least annually thereafter) the fitness and propriety and
approving any new or ongoing appointment of each Relevant Person.

suggesting the removal of any Relevant Person from their key function role if a material issue
arises.

designating a Relevant Person to have overall responsibility for overseeing any outsourced
key function’s Relevant Persons and to challenge and monitor the performance and resuls
on 2 regular basis,

Compliance Dfficer = The Complance Officer is responsible for:

Maintaining 2 Register of | DA's Relevant Persons including evidence of:

3. Name:

Fage 2B | &b
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b. key Function;
date of appointment;
d. dateof Board approval of appointment;
e. date of Mational Regulator approval of appointment (where required) or date of
notification of appolntment to National Regulator;
f. board approved minimum criteria for the function and the basis on which the
Relevant Person satisfies these;
g. dateand result of last Board fitness and propriety assessment;
h. due date of next Board fitness and propriety assessment;
i. dateof removal from function;
J- dateof Board approval for removal from function;
k. dateof notification to Mational Regulator of removal from function; and
any other details considered necessary from time to time to evidence DA
compliance with this policy and the regulatory reguirements;

ensuring that all notifications required to be made by IDA to the National Regulator in
respect of the appaintment or removal of a Relevant Person are submitted in the prescribed
manner and within the prescribed time limit;

assisting the Board in the performance and documenting of its pre-appaintment and ongoing
fitness and propriety assessment of Relevant Persons;

monitoring and reporting to the Board on the execution and implementation and any
identified breaches of this policy;

Ensuring the proper implementation of policies and procedures, so that the management
person responsible for IDA's insurance distribution activities (the “relevant person”] as well
as any employee of the Company directly invalved in the carrying out of Insurance
distribution activities [the “relevant employee®™) perform their duties adequately in
accordance with the requirements of Chapter 7 of the Insurance Distribution Rules:

Ensuring that the Board of Directors assesses the relevant person's and the relevant

employee's knowledge and ability against the requirements set out in Chapter 6 of the
Insurance Distribution Rules.

To assist the Board in overseeing the execution and implementation of this policy, the Compliance
Officer keeps the report to the Board on the Fitness and Propriety Assessment completed on an annual

basis.

-The DA outsourcing model and functional crganisation of the Company mean that individuals that
head Group functions also have individual accountability for the performance of their functions in
respect of services provided to IDA. Accordingly, in addition to Board members, the following
individuals had been approved by the MFSA regulatory bodies:
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B3.4 Risk Categories & Key Risks

Key risks are considered to be the sixrisk categories detailed in the Solvency |l Directive text together

with any other risks evaluated as being key risk through the operation and activity of the Risk
Management Function and approved by the Board.

All risks, aside from those which fall within the risk categories prescribed in the Solvency |l text, i
considered to be a key risk if, on a residual basis, a material level of capitalis deemed to be required

in order to accept the risk, or if particular controls or risk mitigation technigues specific for the risk in
guestion must be employed,

Each of the key risks s included in the Risk Appetite Statement and is subject to a specific policy
document which addresses how the risk is to be managed in line with the hierarchy outlined
previously.

The risk categories and key risks to which the Company s exposed is reviewed periodically by the Risk
Management Function and at least;

= annually

on occurrence of an event which could materially affect the Company’s risk profile
on the intreduction of material new business

at the discretion or order of the Board

 §F ¥

B3.5Risk Appetite Statement

The Company has in place a Risk Appetite 5tatement (“RAS"). The RAS sets out the risk appetite and
tolerance levels for all key risks over the planning period of the Company.

The Company considers the RAS to be the primary element of the Risk Management System, directly
linking to the overall Company Strategy and determining the levels retained for each key risk, and also
influencing the natwre of the controls and mitigation techniques emploved to ensure that the risk
remains within the tolerable range.

The Board is responsible for setting the Company's RAS. The Board periodically reviews the
appropriateness and effectiveness of the RAS and will perform a formal review of the RAS at least
annually or upon a materialchange in the Company’s risk profile.

The RAS includes both qualitative and quantitative aspects for each key risk and is aligned to the
planning period of the Comparny.

The RAS is incleded in the decision-making processes of the Company. The Board, before finalizing
any material decisionwhich could impact the risk profile of the Company, refer to the RAS for guidance
as to the likely effect of the decision on the tolerance levels of the Compamy,

The RAS ks alsousedto track actual performance against the metrics detalled inthe RAS to ensure that
na breachin the agreed tolerance levels has occurred,

Monitoring of the actual performance against the metrics identified in the RAS is performed
periodically by the Risk Management Function and reported to the Board in line with the reporting
trigger system included in the RAS.
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B3.6 Risk Polkches
The Company holds a formal policy for each key risk included in the RAS. The policies for each specific
risk are consistent with the details contained in the RAS relating to the risk in question. The controls,

reporting triggers and any other relevant aspects of the management of the risk are appropriately
reflectedin the policy for the risk.

B3.7 Risk Register

The Company has in place a comprehensive Risk Register to evaluate and assess the risks towhich the
Company is exposed,

The Risk Register initially assesses the riskuniverse of the Company on aninherent basis. The controk

and risk mitigating techniques employed by the Companyand as detailed in the individual risk policies
which act on the risk allow for an evaluation of the risk on a residual basis.

If the risk on a residual basis is deemed to potentially require a material level of capital to
accommadate the risk, this risk is considered a key risk and is considered for inclusion in the RAS by
the Board and a policy developed.

The Risk Managemaent Function is responsible for the ongaing maintenance of the Risk Register, The

Risk Register is updated on atleastan annual basis and upon the occurrence of an event which may
materially impact the Company’s risk profile.

A summary of the results of the Risk Register is distributed to the Board upon completion of each
réview as soon as is practicable and form part of the Risk Management Function's periodic Risk
Reparting.

As part of each update, the Risk Register is reviewed by the Risk Management Function to ensure that
the Risks included represent all the material risks to which the Company i exposed and that all
applicable emerging risks have been appropriately included.

Where an emerging risk has been identified as one which should potentially be included in the Risk
Register, the Risk Function will advise the Board of the nature and context of the risk. The Board then
shall determine whether the risk in question should be considered as a Key Risk.

B3.BORSA

The Company aims to ensure that the Company is appropriately and prudently capitalized in order to
accept the risk to which the Company Is exposed. In order to ensure this, the Company performs an
ORSA at least annually and upon the occurrence of an event which may materially impact the
Company’s risk profile. The Company maintains separate policies on ORSA and Capital Management.

B3.9Risk Reporting
The Risk Management Function formally reports to the Board on at least an annual basis. The report

contains details of the outcome of the Risk Register review, the results of the comparison of the RAS
to actual results and an update on emerging risks.

Page 33| 6B



Solvency and Financial Condition Report 2020
I Insurance Limited

The Risk Management Function is responsible for the development of the Risk Reports. The Risk

Management Function provides a repart to the Board based on the occurrence of an event which
materially alters the risk profile of the Company or if the tolerance level triggers are detonated.

The Risk Management Function cormments on the quality of the data used in the Risk Management
System and advise the Board where data quality issues may distort or mislead results,

ORSA Approach

The Board believes the ORSA process to be an important component of the Company's overall Risk
Management System.

|DA’s DRSA approach is based on recognized Enterprise Risk Management principles and considers the
Company's risk, controls and capital in a coordinated and holistic manner, building upon the strength
of the risk management arrangements in place within the Company.

The Board is satisfied that the Company’s ORSA approach is commensurate with the nature, scale and
complexity of the Company’s operations.

The risk profile of 1DA can be found in the Company Strategy section of the latest ORSA report and s
updated atleast on an annual basis.

The Board is satisfied that they have a strong understanding of the risks to which the Company is

exposed and that the controls and risk mitigation technigues in place provide appropriate protection
to the Company's strategic objectives.

Based on this, the Board Is satisfied that they can assess the range within which risk is expected to
materialize with an adequate level of confidence, This assessment canbe made for each material risk
to which the Company is exposed allowing the Company to assess the range within which the risk is
likely to fall with an appropriate level of confidence on a risk-by-risk basis. This risk range can then be
used as a basis for profiling each material risk that the Company is exposed toover the planning period.
This will provide an ‘expected” risk assessment under normal business conditions.

The assessment made for a given risk is corroborated by the observed actual results of how 1DA has
managed this risk over the preceding periods. The findings of the Risk Management Function as

documented in the reports produced by the function serves to corroborate the basis for risk
assessments made,

An appropriate level of stress test is applied to the overall risk assessment process, The stress test
should adversely affect the outcome of the risk profiled on an expected basis. An overall ‘risk capital
amount can then be determined for each material risk individually and for the Company's owerall
business over the planning period. The Board believes that this approach focuses on the risks assumed
by the Company, the effectiveness of the controds and risk mitigation techniques employed and the
resultant level of capital held by the Company for each of these risks on an individual and aggregated

level, and therefore 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.4Internal Control System

IDA utilises the internal control system that comprises three lines of defence, comprising primary
risk owners [first line), independent risk management and control functions (second line) and an
independent internal audit (third ine). This structure is consistent with 1DA's risk management
structure and the IDABoard considers it appropriate to the management of the | DA risks.

s First line: The majority of IDA"s employees comprise the first line of defence.
#= Second line: The insurance managers as the Risk Management and Compliance function
holders comprise the second line of defence. The managers provide independent oversight

of the activities performed within the first line. The Investment Committee is the second
line of defence for investments.

* Thirdline: The third line of defence comprises the Internal Audit function. Senior managers
are attendees of risk governance committees.

The Company is fully committed to compliance with the requirements of the MFSA and all applicable
legislation and regulations (collectively known as the Company’'s "Compliance Obligations”). The
Eoard of Directors is fully committed to ensuring that the Company's activities remain within the
boundaries of these "Compliance Obligations™.

Inorder to demonstrate the Company's ongoing commitment to compliance, a submission is made by
the appointed Compliance Officer to the Board of Directors at each Board meeting. This reporting
activity addresses how the Company s achleving full compliance, if there are any breaches and how
such breaches are being rectified,

In terms of the Compliance Policy

" The Company has appropriate policies and procedures as are required to ensure that it
can meet its Compliance Qbligations;

. the Company prepares onan annual basis an appropriate Compliance Plan, in order to set
the compliance cbjectives and detailing the actions to be taken by the Compliance
Function:

. a program of monitoring is implemented to assess the Company's fulfiiment of its
Compliance Obligations;

- the Company maintains/retains documentary evidence to support the conclusiors

reached regarding the status of its Compliance.
In assessing the requirements

. Al the legal, regulatory and statutory code requirements underlying the Compliance
Obligations and under which the Company is authorised and licensed to operate are
identified on an annual basis as being the Compliance Universe for the Company and
included into the annual Compliance Plan of the undertaking;

] the Compliance Universe of the Company is updated according to any new legislation,
regulations, standards or guidelines enacted or introdwced during the year;
. the detailed requirements of the Company’s Compliance Obligations are monitored and

docurnented into the Compliance Audit Statement in order to identify the current
state/method of compliance and any deficiencies: and
. any identified deficiencies or breaches are brought to the attention of the Board of

Directors and a relevant action plan is prepared, thus identifying the specific actions to be
taken, the relevant owner and a reasonable timeframe for completion,
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Policies and procedures in support of the Company's Compllance Obligations are documented and the

Company ensures that these policies and procedures are "fit for purpose” and are appropriate and
proportioned to the nature, scale and complexity of the business of the undertaking; and once
adopted, are reviewed annually,

Prior to being adopted, all policies and procedures are approved by the Board and all relevarnt
Personnel are made familiar with the Company's policies and procedures to ensure the effective
performance of their roles in accordance with the Company's Compliance Obligations. The Company

ensures that Risk Based ongoing monitoring and oversight procedures are implemented to enable it
to clearly demonstrate the fulfilment of its Compliance obligations.

Individuals whose role requires them to have compliance competencies are made aware of and
recelve appropriate training in respect of the requirements of the Company’s Compliance Obligations.

B.SInternal audit Function

Internal awdit primarily provides an independent and objective opinion tothe Board and Management
of the Company, and to its supervisory authority as necessary, on the functioning, adequacy and
effectiveness of the compamy's system of governance, internal controls and risk managemert
framework, and on compliance with the Company's established policles and procedures, internal

strategies and reporting requirements. The Internal Audit findings are also of benefit to line
management in the audited areas.

Internal Audit is independent of the organisational and operational activities which it audits to ensune
that the judgements essential toits proper conduct and impartial advice to management are objective
and unbiased. The Company commits itselfto ensuring that the Internal Audit Function ks not subject
toinfluence from the Board of Directors that can impair its operationalindependence and impartiality,
Given the size of the Company, the Internal Audit Function reports on a regular basis directly to the

Board of Directors. It is free to express its opinions and to disclose its findings and appraisals to the
whale Board.

Under the authority conferred on it by the Board of Directors, Internal Audit has UNRESTRICTED
ACCESSto all records, Including management information and Board and Board committees minutes,
assets, third party service providers (TPSP) and their premises and has the authority to obtain such
information and explanations as it considers necessary to fulfil its responsibilities, by direct
communication with all members of staff of TPSPs.

By order of the Board of Directors all business units are obliged to inform the Internal audit function
when control deficiencies are recognised, losses are sustained or there is a definite suspicion
concerning irregularities.

Internal Auwdit is required to operate tothe standards of the International Institute of Internal Auditos
or similar standards. It fulfils its role by systematic review and evaluation of risk management, contraol
ard governance which comprises the policies, procedures and operations that management have put
im place to:
= gstablish, and monitor the achievernent of, the company's objectives;
» identify, assess and manage the risks to achieving the organisation’s objectives;
» ensure the economical, effective and efficlent use of resources;
» ensurecompliance with established policies (including behaviowral and ethical expectations),
procedures, laws and regulations;
» safeguard the organisation’s assets and interests from losses of all kinds, including those
arising from frawd, irregularity or corrugtion;
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= that no material conflicts of interest result from outsourcing a key function or activity;

- that all outsourcing arrangements are supparted by appropriately detailed written agre ements

The Baard is responsible for the approval, application and review of the Outsourcing Policy.

The Board is ultimately responsible for the approval of and termination of all outsourcing
arrangements of critical or important functions and activities.

The Board may delegate the on-going monitoring and supervision of outsourcing arrangements toa
subcommittee of the Board.

All functions and activities of the Company are eligible to be outsourced provided that each of the
objectives detailed above are achieved in eachinstance.

A senice provider may be either an entity from within the Group (Internal Outsourcing) or an entity

that is not part of the same (External Outsourcing), provided that the objectives detailed above are
achieved in each instance.

Sub-outsourcing is allowable on the condition that the sub-outsourced service provider satisfies the
Service Level Agreements requirements andis subject to approval from the Board.

All outsourcing relationships must be governed by written contracts in accordance with specific
Service Level Agreement requirements.

Critical or important functions or activities include key functions of the Company's System of
Governance and all functions and activities within the Company that are fundamental to carry out its
core business.

The Board decides whether arrangements with third parties are deemed to fall within the scope of
this Outsourcing Poficy. The provision of services which do not form part of the Company's core
activities need not be included within the scope of the palicy.

Upon agreement by the Board to outsource a critical or important function, formal ‘requests for
proposal’ ('RFP') should be sent to at |east three potential providers where possible. The RFP shall
specify the information required to allow the Board to evaluate the service provider based on the
evaluation rationale detailed below.

The appointment of a service provider is subject to the following:

. An evaluation process must be undertaken prior to any decision on appointments.

. The evaluation process must include an assessment of the service provider's control
framework, covering performance standards, policies, procedures, compliance, reporting,
monitoring processes and BCP.

. The evaluation should also address other issues, such as business strategy, reputation,
experience with the proposed cutsourced activities and potential conflict of interest where the
service provider is related to the Company or has arrangements with competitors,
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The results of the assessment of the risks associated with outsourcing shall be documented and
reported to the Board at least annualky.

The following risks and related mitigations available should at least be considered as part of this
process:

" The financial, reputational, and operational impact on the Company of the failure of a service
provider to adequately perform the activity;

" The financial, reputational, and operational impact on the Company of service provider failure;
. The risk associated withincreased considerations in Business Continuity Planning (BCP);

Consideration should be given as towhether all the risks assoclated with the cutsourcing of an activity
or functions are included in the Company’s Risk Management System.

All outsourcing arrangements deemed within scope of the Company's Outsurcing policy must be
undertaken using a written, legally binding Service Level Agreements [*SLA™), The SLA& must document
all components of the cutsourcing arrangement betweenthe parties,

The agreement shall have a termination clause.
The 5LA shall specify the content, frequency and format of the service being provided.,

The 5LA shall s pecifically cover any subcontracting by the service provider, including any specific rules
or limitations to such arrangements. The same terms that apply to the service provider, as outlined In
the 5LA, should apply tosub-contractors or outsourcing arrangements by the primary service provider.

The 5LA shall include clauses enabling the Company to access docurmnentation related to the
putscurcing arrangement, and to conduct on-site visits to the service provider, This should include
arrangements for the Company to meet directly with the service provider, and for the service
provider to cooperate with the Company's requests for information and assistance. The regulatory
and supervisory authority and the external auditor of the Company shall also have effecthve access
to all information relating tothe outsourced functions and activities, including carrying out on-site
inspections at the business premises of the service provider. The regulatory and supervisory

authority may also address questions directly to the service provider, to which the service provider
shall reply.

The SLA shall require the service provider to disclose any development which may have a material
impact on its ability to carry out the outsourced functions and activities effectively and in compliance
with applicable laws and regulatory requirerments.

With respect to default arrangements, the 5LA shall clearly specify what constitutes a default event,
identify how these are to be rectified and specify any indemnity provisions.

The circumstances that would lead to a termination of the outsourcing arrangement should be clearly
specified in the SLA. It should set out pessible reasons for terminating the arrangement and
procedures to be followed in the event of termination, intluding notice periods, the rights and
responsibilities of the respective parties and transition arrangements. The latter would address acoess
to, and ownership of, docurmnents, records, software and hardware. Termination clauses should alsa
specify the time period over which the business activity continues to be undertaken by the service
provider and its role in transitional arrangements. The service provider can only terminate the SLA
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with a pericd sufficiently long to enable the Company to find alternate solutions or service providers
and without detriment tothe continuity and guality of its provision of service to the policyholders.

The designated subcommittesfunction/representative shall report on the performance of the variows
outsourced service providers against the agreed SLA as appropriate, and the finding will be
documented appropriately.

The Risk Management Function shall report at least annually to the Board on the assessment of the
risks associated with the outsourcing of the various functions as part of the overallrisk monitoring and
reporting arrangements of the Company.

B.BAny otherinformation
There are no other information to report on.
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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 understood and controlled. This is facilitated by daily systermatic
quantification of all risks and a culture that promotes the importance of risk management. Integral to
this is a thorough understanding and articulation of the Company’s risk exposures. Determining the
prevailing risk landscape within the Company allows Management, the Risk & Compliance Committes

and the Board to assess the appetite for each emerging risk and to ensure that all are quantifiable and
managed consistently with our appetite to risk.

An overview of the principal risks associated with the business including an outline of how they are
each managed is provided below,

C.1 Underwriting Risk

The risk under any one insurance contract is the possibility that the insured event occurs and the
uncertainty of the amount of the resulting claim. Bythe very nature of aninsurance contract, this risk
is random, unknown and unpredictable.

As its primary insurance activity the Company assumes risks relating to underwater diving activity.
The Company ks therefore exposed to the uncertainty surrounding the timing and severity of claims
under the insurance contract. The terms and conditions of the insurance contracts it issues set out
the basis for the determination of the company’s liability should the insured event occur. Through its
insurance and investment activity the Company alsohas exposure bo market and financial risk

The Company also faces risks that the actual claims are significantly different to the amounts included
within the technical provisions. This could occur because the frequency of severity of claims is greater
or lower thanestimated. The insurance risks are further mitigated through strict underwriting criteria,
the utilising of actuarial review and the use of reinsurance.

The Company manages its insurance risk through underwriting limits, approval procedures for
transactions that involve new products or that exceed set limits, pricing gubdefines, centralised
management of reinsurance and monitoring of emerging isswes.

since its establishment, the Company has developed its own underwriting criteria and strategy which
have evolved in line with the technical underwriting discipline of its international treaty reinsurers.
The Company reinsures part of the risks it underwrites in order to control its exposures to losses and
protect capital resources. The Company buys a combination of proportionate and non-proportionate
reinsurance treaties toreduce the Company’s net expasure,

Ceded reinsurance contains credit risk, and such reinsurance recoverables are reported after
deductions, if any, for known insolvencies and uncollectible items. The Company monitors the
financial condition of reinsurers’ on an ongoing bBasis and reviews its reinsurance arrangements
annually. The Company utilises a reinsurance agreement with non-affiliated reinsurers to control its
expasure to losses resulting from one occurrence and for the accumulation of net losses arising out
of one occurrence.,
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C.6 Other material risks

C6.1 Regulatory Risk

& change in the regulatory, legal or political environment may have consequences on the Company’s
Business Medel, operations and financials. The Company i subject to financial regulationin Malta
and is required to comply with capital adequacy reguirements.

Although the Solvency | regime has now beenimplemented, it remains subject to future amendments
to improve its operation and to better align approaches across Europe. The Company maintains
ongoing dialogue with the Regulator In order to ensure ongoing compliance and the ability to react
guickly to any unanticipated changes.

Investment of Assets in accordance with the Prudent Person Principle
The Company invests its assets ina manner to ensure the quality of security, performance and its
convertibility into cash for its life and non-life portfolio of investments,

The Investment Committee takes investment decitions based on Prudent Person Principle In the
interest of policyholders and shareholders. The Committee manages the investrments through an
investment polficy approved by the Board, The strategy allows instruments, within the tolerance
levels, that can be identifiable, measured and monitored, The Committes ensures that the assets of
the Company are held with a Custodian of good repute.

In particular, the Company imaests in 3 prudent manner, in securities
+ |Incountries with a stable outlook
# ‘Which are sufficiently liquid
o Ofhigh and good guality
»  Not subordinate; and

»  Motin government securities in countries included in the "blacklist’ of the Financial Action
TaskForce [FATF)

.7 Any other information
There are no other information to report on,
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