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IDA Insurance Limited

Directors’ Report

For the Year Ended 31 December 2021

The Directors present the annual report and the avdited financial statementz of DA
Insurance Limited (the *““Company™) for the financial period from 1 January 2021 to 31
December 2021,

Principal activitics

The Company’s principal activity is to underwrite scuba diving risks for the leisure diving
industry. The Company offers accident, liability and legal defence policies to clients
through its online porial. It was registered on & July 2003 and licensed to act as a general
business insurer on 24 October 2007,

Review of Business

During the period under review from 1 January 2021 to 31 December 2021, the Company
registered a loss before tax of €1,480,794 (2020 restated: loss of EUR584,326). One of the
main factor for this loss was the Reinsurer's share of unearmed premiums. Since
reinsurance for accident was not renewed as of October 2020, any reserves held as
Reinsurer’s share of UPR. were released resulting in a negative impact on the profit and
loss. Mo reinsurance commission was received due 1o the fact that the reinsurance policy
was noed renewed, Over and above, during the vear, there was funther calibration in the
IBNR reserving to improve the robustness on the legal and liability line of business,
resulting in an increase in the provision for claims. Another major impact is an increase in
expenses primarily due to the discounting effect of the receivables due from the
Company's parent using the effective interest method, the unwinding of which will be
refeased in the coming years.

Direct premiums written by the Company have increased by EUR260,019 1w
EUR4,411,890 (2020: EUR4,151,871). Reinsurance acceptance business has increased by
EUR4S 468 to EUR204.719 (2020: EUR1356,251).

Claims performance deteriorated with claims incurred net of reinsurance amounting (o
EUR2,099,430 compared to EUR1,313.997 in 2020,

The Company’s net investment income increased to EURS55%2 (2020: EURT.625).
Operating expenses incrensed by 28% from prior vear.

The Shareholders’ Funds of the Company stood at EURS,TI3 243 (2020 restated:
EURS.311,309).

The Company monitors its capital level on a regular basis. The Company complied with
the capital requirements during the years ended 2021 and 2020, No changes were made in
the Company’s approach to capital management during the period ended 31 December
2021,

Gioing forward, the Company is expected to continue meeting the Solvency Il regulatory
capital requirements based on the latest unaudited Solvency Capital Requirement (SCR)
calculations as at 31 December 2021 and those resulting from the 2021 Own Risk and
Solvency Assessment.




IDA Insurance Limited

Directors' Report (continued)

For the Year Ended 31 December 2021

Result and dividends

The result for the period ended 31 December 2021 is shown in the Statement of Profit or
Loss and Other Comprehensive Income on page 8 and 9. The Company did not pay an
interim dividend during the financial years ended 2021 and 2020. The Directors do not
recommend the payment of a final dividend.

COVID-19 impact

The COVID-19 pandemic has resulted in a reduction in préemiums written by the Company
which were mostly limited to the months in which all diving activities were suspended.
During the yvear 2021, written premiums having started increasing since people/countries
started becoming immune to the virus by the use of the vaceine, however it still not in line
with pre COVID figures. Clients renewed their policies as travelling activities were camied
oul with more ease, As at the date of the report, the Company has not incurred significant
claims {medical expenses) ansing from COVID-19. The policies wnitten by the company
have been updated in 2020 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.

The. directors therefore consider that whilst the Company’s profitability have been
impacted in the year 2020 and 2021, premiums have shown an increase within the first 3
months of 2022,

Going Concern

The directors have assessed all available information pertaining to the future to ensure that
the company will have sufficient liquidity to continue to meet its obligations as they fall
due. In view of the fact that the first 3 months post the vear end, already outhines an
increase in premiums when compared 1o COVID years, it is not deemed necessary for
further actions from management to generate sufficient cash flows to meet its obligations
when they fall due. Additionally, new products are expected 1o be launched during the year
2022,

Cost effectiveness exercises have been performed to eliminate any excess costs being
incurred by the company.

Over and above, in June 2021, the Board of Directors stressed the Company’s cash flow
projections and the results arising from the relevant shocks applied in their aggregate did in
fact negatively impact the expected results from the original budget. These results have
been reported in the current ORSA report. The directors were satisfied that the strength of
the Company's Balance Sheet would allow the Company to sustain extreme losses
contemplated in the siress exercise,

The Board has considered the Company s operational performance and position as at year
end, as well as business plans for the upcoming vears. In line with this, the Board has a
reasonable expectation that the Company has adequate resources (o continue in operational
existence for the foreseeable futere. For this reason, in preparing the financial statements,
the Board continues 1o adopt the going concern basis.




IDA Insurance Limited

Directors’ Report (continued)

For the Year Ended 31 Decembar 2021

Post-balance sheet events

The geographical situation in eastern Europe intensified in late February 2022, with the
commencement of Russia’s military action against Ukraine. Political events and sanctions
are continually changing and differ across the clobe. There is currently no indication that
there will be a significant impact on the company’s fnancial performance, financial
position and cash flows. The situation continues to be closely monitored by management
to ensure that the interests of all its stakeholders are safeguarded.

Compliance

The Board is committed 10 ensuning that the Company has robust govermnance and
compliance armangements in place. The Board regulady reviews its policies and risk
management framework which, in conjunction with its paremt company, continually
develops the Own Risk and Solvency Assessment (ORSA).

Principal risks and uncertainties

The Company maintains a robust system of govemance which is commensurate to the
nature, scale and complexity of the Company’s activities and 1t risk profile. The manstay
of the system of govemnance is the risk management system, which is designed 1o ensure
that all the material nsks are identified, managed and mitigated.

The Company’s main risk is in respect of the business of writing insurance as this is the
principal activity. The risk under any one insurance contract is the possibility that the
insured evenl occurs and the uncertainty of the amount of the resulting claim. By the very
nature of an insurance contract, such risk is random, unknown and unpredictable.

Other risks relate 1o credit sk, currency risk, interest rate rsk, hquidity risk and price risk.

The Company's main risks are further disclosed in Note 6 to the notes to these financial
statements dealing with insurance and financial risk management.




IDA Insurance Limited

Directors’ Report (continued)

For the Year Ended 31 December 2021

Principal risks and uncertainties (continued)

The Company maintains a robust system of governance which is commensurate 10 the
nature, scale and complexity of the Company's activities and its nisk profile. The mainstay
of the system of governance is the risk management system, which is designed 1o ensure
that all the material rizks are identified, managed and mitigated.

The Company’s main risk is in respect of the business of writing insurance as this is the
principal activity. The risk under any one insurance coniract is the possibility that the
insured event occurs and the uncertainty of the amount of the resulting claim. By the very
nature of an insurance contract, such nsk 15 random, unknown and unpredictable.

Other risks relate to credit risk, currency risk, interest rate risk, liguidity risk and price risk.

The Company’s main risks are further disclosed in Note 6 to the notes to these flinancial
statemens dealing with insurance and financial sk management.

Directors
The Directors whe served during the period were:

. Bamire Cali-Corleo
De. Alessandro Marroni
Ms. Filomena De Angelis
Dr. Matthew Bianchi

M=, Laura Marmoni

Mr. Ray Mercieca

In accordance with the Company's articles of association, all the Directors are to réemain in
office until such time they resign or are otherwise removed.




IDA Insurance Limited
Directors' Report (continued)

For the Year Ended 31 Decembear 2021

Statement of Directors’ Responsibility for the Financial Statements

The Dheeciors are reguired by the Maltese Companies Act (Cap. 3846) and the Insurance
Business Act {Cap.403) 10 prepare fimancial statements i accordance with International
Financial Reporting Standards (“1IFRSs") as adopied by the EU, which give a true and fair
view of the state of affairs of the Company at the end of each financial year and of the
profit or loss for the year then ended, In preparing the financial statements, the Directors
ore responsible fo:

s zelect suitable accounting policies and apply them consisiently,

« make judgements and estimates that are reasonable; and

+ prepare the financial statements on a going concern basis, unless it is inappropriate to
presume that the company will continue in business as & going concem.

The Directors are responsible for ensuring that proper accounting records are kept which
disclose with reasonable accuracy at any time the financial position of the Company and
which enable the Directors to ensure that the financial statements comply with the Maltese
Companies Act (Cap, 386) and the Insurance Business Act (Cap, 403}, This responsibility
inchuedes designing, implementing and maintaining such intemal control as the Directors
determing is necessary 10 ennble the preparation of Mnancial statements that are free from
material misstatement, whether due to fraud or emor.  The Directors are also responsible
for safepuarding the assets of the Company, and hence for taking rensonable steps for the
prevention and detection of fraud and other tregulanties.

In addition, the Directors are responsible for ensuring that the Company complies at all
times with all the relevant provisions of the [nsurance Business Act {Cap, 403),

Auditors

The auditors, Deloitts Awdit Limited have expressed their willingness to continue in office
and a resolution for their re-appointment will be proposed at the forthcoming Anmual
General Mesting.

Approved by the Board of Directors and signed on its behalf on B Apnl 2022 by

Registerad office:
DAN Building

Sir Ugo Mifsud Sereet
Ta' Xhbiex

Malta




IDA Insurance Limited

Statement of Profit or Loss and Other
Comprehensive Income — Technical Account

For the Year Ended 31 December 2021

Notes 021 2020
(Restated)
EUR EUR
Earned preminms, net of reinsarance
iross premiwms wrillen 7 4,411,850 4,151,875
Ohstweard reinsurance premiums i (75 S0 (2,001, T05)
Imward reinsurance prémium 17 04,719 156,251
Met premiums writlen 1,641,100 2216421
Change in gross provision for uncamed premiums (300, 324) Q3 407
Change in provision for wisearmed premivms,
Reinsurer’s share (430,90 346) (593,755)
(821,260 309 652
Eaxrmed premiums met of reinsurance 2810 845 2526073
Profit commission 67061 T8.805
Allocated investment refurn transferred
fram the non-technical accound i IERG @7
Total technicnl ineome 2 530,400 2 505 R4
Claimis incurred, ned of reinsurance
Claims paid
Ciross amown| 1,506,295 2462, 18T
Beinsurer's share (235,554 (B2 1400
1,270,741 1AT0047
Clhange iy the provision for claims
Liross amounl S00.502 (246,457
Reinwrer's share Jr%.258 192 407
R28.Todl (54,0500
Claims incurred, nel of reinsurance 2,099,501 13159497
Wet operating expenses @ 113706 1.509.041
Total technical charges 3,236,507 2825008
Balance on the technical accaunt
for general business (page 9) (347.101) (219 184)

The accoursting poticias and axplansiany nales an pagos 12 o 52 farm an integrad pavt off dhe financind Safaman's




IDA Insurance Limited

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

Faor the Year Ended 31 December 2021

Motes 2021 2
[ Bestaned)
ELR EUR
Balance on technical account
for gencral business (page 8) (347,101} (219, 189)
Investment income g 94,396 100,592
Investment expenses and charges ] 1,196 (93.967)
Allocated investment return transferred 1o
the peneral business technical account B (2,586) {971)
Cither income 68,097 0,924
Mel operaling expenses g (1,294, 796) (382,715)
Loss before tax (1,480,794 (584,326)
Income tax credit 12 331,831 9173
L.oss for the year (1,148,963) (275,131}
(Mher comprehensive income
Items that may be reclassified subsequently
to profit or loss
Ciain on available-for-sale
financial assets, net of deferred tax 897 44,315
Total comprehensive loss for the year
attributable to ordinary sharcholders (1,148, 066) (230,836)
—_— S —_——

The accounting policies and explanarory notes an pages 13 to 32 form an integral part of
the financial statements,




IDA Insurance Limited

Statement of Financial Position
As at 31 Decermber 2021

Males 22 2020 2019
(Restated) {Resiated)
ELR ELUR EUR
Assels
Inmngible xssets - = 472,854
Plant asd equipment i3 - Ll 639
Digferred x pssed 20 370,00 186,605 21480
Available-for-sale- i4 4,369,722 4,726,719 5081834
imvesiments
Loana anid receivables 14 il A00 G000 1,359 930
Ievestment in subsidiary 18 1, HR, D) = =
Reinsurees share off
Technical provisions 17 1,315,089 2087 204 2,837 367
Insuranes and odher IS 4. 806,754 3,755,598 3,007,174
receivables
Cagh and cash equivalents 16 1,358,523 L340 530 1,150,836
Tatal Assets 13,733,008 12,903 876 13,500,104
Equity and liabilities
Share capital | & BS50,000 5,850,000 5,850,000
Capital contribation 21 550,000 = .
Revaluation reserve 21 18227 24,330 {19.935)
Hetained carnings’
(accumulaned losses) | (711,984) 436,579 T12, 130
Total Equity 5713243 6311309 6,542,145
Liahilities
Technical pravisions 17 6,050,550 5,160,154 6,310,018
[nsurance payables 19 1,177 466 256,985 356,812
Orher payables and accrued 19 268832 549 870 256,071
EXPENSES
Bank cverdraft 16 AT 450 I 46T 1 30,000
Taxatian 1% 115034 262 4TS 384,068
Todal Liabkilities B0019.765 6,594, 567 T 456969
Total equity and Habilities 13,733,008 13,905 876 13,999,114

The avcosmiing policker and explanafory nores on pages 13 fo 52 form om imiegral part of e fiecmcial
ATEhETHONEE.

The financial sswements on pages & 1o 52 were approved by the Board of Derectors, authorised for
issue on B April 2022 and signed on its behalf by:

i{;’iﬂm Marroni” .
Director 4

10



IDA Insurance Limited

Statement of Changes in Equity

For the Year Ended 31 December 2021

Share capital

and capital  Revaluation Retained
eoniribution reserve carnings Tuotal
ELUR ELUR EUR EUR

Balance as at 1 January 2020 830,000 (19,985 498015 6, 328030
Adljustment in change in
accounting policy (note 7) - 329407 329407
Adjustment in 1ax (note T) - [115.292) (115,292
Balance as af 1 January 2020 5,850, (W) (19,985) 12,130 6,542,145
(restated)
Lioss for the year (restated) - = (275,151 (275,151
Oither comprehansive income
for tee vear (restated) = 44,315 - 44,315
Total comprehensive
lows For the vear (restated) - 44,315 (275,150) (230,836)
Balance at 31 December 2020
restated) 5.A50,000 14,330 436,979 6,311,309
Balance at 1 January 2021
(restated) 5 850,000 24,330 436,979 6,311,309
Loss for the vear - (1,148,963} (1,148 963)
Oither comprehensive
income for the period Ba7 8297
Tional comprehensive
income for the penod - 897 (1,148 953) {1,145, 065)
Capital contribution 550,000 - - 550,000
Balanee at 31 December 2021 &, 400,000 15227 (T11.8394) 5,713,243

Thar acoomitime podiered and explananey soked oa paped 13 re 32 form an indegral part o Mee fomciol ddrsemimis

11



IDA Insurance Limited

Statement of Cash Flows

For the Year Ended 31 Decamber 2021

Cash Mows from/{used in) operating activities
Lass befone 1ax

Adjustments for

Gains on disposal of mvestments

Exchange gains

Recharges to nelated party

Depreciation of equipment

Amortisation of software

Interest expense

[nberest incoms

Operating profity{loss) before working capital
movements i

Technical provisions

Remsurer's slare of technical provisions
Receivables

Pavables

Cash flows fromi{used in} operations
Income taxes paid

Net cash fTows fromSsed in) aperating polivities
Cash flows (used inp'generated from

investing activities

Paveent for the purchase of financial assels

Proceeds from disposals of finamncial assets
Imerest received

Nev cash Tows fised inl/generared from
imvesting aotivilies

Cash Mows gencrated from financing activities
Proceeds from capital contribution

Nt el lows penerated from nancing activinies
Met movement in cash and cash equivalents

Cagh and cash equivalents at
the beginning of the vear

Effect of forcign exchange rate changes

Cash and cash equivalents at
the end af the year (note 16)

M pccoamiing policin and sxpliacion sofcr o peges 17 fo 37 foces i dategend par of sie Aeaecal rakonesm

2021
EUR
(1, A80,794)

6,444
58,990

20

70,068
{87,155)

{1,431,327)
500,826
TH0, 195

(1,290, 27%)
B84,733

(186,832)

{ 186,832)

(1991 985)

2.395814
{10,776)

(607,947)

S50,y
S50,y

(243,779)

1. 194,851

951,072

2020
EUR
Restated

(384,326)

313,518
0,449
(260,7935)
439
105,128
R7.977
{(101.592)

(649 2002 )

(1,145.775)
TRE.0T3

(154.883)
203,973

(963,814)
{363,814}

(2,%06,680)
4,037 472
7047

1,157,829

194015

1,000,836

1,054,851

12



IDA Insurance Limited

MNotes to the Financial Statements

For the Year Ended 31 December 2021

1.

2.

Statement of compliance

IDA Insurance Limited (the *Company™) is 4 limited liability company incorporated
and domiciled in Malia with registration number C36602, The Company was
incorporated on 8 July 2005. The registered office of the Company is DAN
Building, Sir Ugo Mifsud Street, Malta. The Company’s principal activity is to
underwrite scuba diving risks for the leisure diving industry. The Company offers
accident, liability and legal defence policies to clients through 13 online portal.

The financial statements of the Company have been prepared and presented in
accordance with the provisions of the Companies Act (Cap. 386), which requires
adherence to International Financial Reporting Standards (TFRSs) as adopted by the
EU and their interpretations adopted by the Intemational Accounting Standards
Board (LASB), and the provisions of the Insurance Business Act {Cap. 403),

Basis of preparation

The financial statements have been prepared on the historical cost basis except for
financial assets classified as available for sale which are measured at their fair
values, and in accordance with IFRSz as adopted by the EU. The significant
accounting policics adopted are sel out below. The financial statements have been
prepared en a going concern basis, having also considered the potential impact of
COVID-19 based on current information. The significant accounting policies
adopted are set out below,

The preparation of financial statements in conformity with [FRSs as adopted by the
EU requires the use of certain critical accounting estimates. It also requires
management to exercise its judgement in the process of applying the Company’s
aeccounting policies, The areas involving a higher degree of judgement or
complexity, or arcas where assumptions and estimates are significant to the financial
statements are disclosed in note 4,

The Statement of Financial Position is organised in increasing order of liquidity,
with additional disclosures on the current or non-current nature of the Company’s
assets and liabilities provided within the Notes to the Financial Statements.

13



IDA Insurance Limited
Notes to the Financial Statements

Faor the Year Ended 31 December 2021

3

Al

Significant accounting policies
Insurance contracts

Classification

The Company issues contracts that transfer insurance risk or financial risk or both.

Insurance contracts are those contracts under which the Company accepts significant
insurance sk [rom another party by agreeing o compensale the policyholder or
other beneficiary if a specified uncertain future event adversely affects the
policyholder or other beneficiary. Insurance nisk is isk other than finaneial risk.

Financial risk is the risk of a possible future change in one or more of a specified
interest rate, financial instrument price, commodity price, foreign exchange rates,
index of prices or rates, a credit rating or credit index or other variable, provided in
the case of non-financial vanable that the variable is not specific to a party of the
contract. Insurance contracts may also transfer some lnancial risk.

11.2 Recogaition and measurement of contracts

Fremiums from inserance business

Insurance business is accounted for on an annual basis, General business written
premiums comprise the premiums on contracts entered inte during the year,
irrespective of whether they relate in whole or in pant to a later accounting period.
Premiums are disclosed gross of commission payable to intermediaries and exclude
taxes and levies based on premiums. Premiums written include adjustments to
premiums written in prior accounting periods.

The provision for uneamed premiums represents that pant of gross and reinsurer’s
share of premiums written which is estimaied to be eamed in the following or

subsequent financial years, The provision is calculated separately for cach insurance
contract on a 1/12* basis, where the incidence of risk is the same throughout the

contract.

Clins arising from inswrance business

Net claims incurred comprise all claims occurring during the year less amounts
recoverable from reinsurance together with related administrative expenses and any
adjustments 1o claims culstanding from previous years.

Liabilitics for unpaid claims are estimated wsing the inpuwt of asscssment for
individual cases reported 10 the Company and statistical analyses for the claims
incurred but not repored. The Company does not discount its liabilities for unpaid
claims.

14



IDA Insurance Limited

Notes to the Financial Statements

For the Year Ended 31 Decamber 2021

3. Significant accounting policies (continued)
31 Insurance contracts (continued)
3.1.2 Recognition and measurement of contracts (continued)

Included in the provision is an estimate of the costs of handling the outstanding
claims. Provision for claims outstanding 15 based on information available to the
Directors and the eventual outcome may vary from the original assessment. The
provisions for outstanding claims are reviewed peniodically on a one for one basis to
ensure their adegquacy.

Provision is made for the full estimated cost of claims notified but not seitled
together with an estimate in respect of ¢laims incurred but not reported at the end of
the financial year.

The above method of provisioning satisfies the minimum liability adequacy test as
required by International Financial Reporting Standard 4 - fasirance Contracts,

Retnstrance

The Company cedes reinsurance in the normal course of business for the purpose of
limiting its net loss potential through the diversification of risks. Reinsurance
arrangements do not relieve the Company from its direct obligations to its
policyholders.

Outward insurance premiums are recognised as a deduction from income in
accordance with the pattem of reinsurance service received.

Premiums ceded and benefits reimbursed are presented in the Statement of Profit or
Loss and Other Comprehensive Income and Statement of Financial Position on a
pross basis,

Only contracts that give rise to a significant transfer of insurance risk are accounted
for as insurance contracts. Amounts recoverable under such contracts are recognised
in the same year as the related claim.

The benefits to which the Company 15 entitled under its reinsurance contracts held
are recognised as reinsurance assets. These assets consist of receivables (classified
as reinsurance assets) that are dependent on the expected claims and benefits arising
uncer the related reinsured insurance confracts. Amounts recoverable from or due to
reinsurers are measured consistently with the amounts associated with the reinsured
insurance contracts and in accordance with the terms of each reinsurance contract.
Reinsurance liabilities are primarily premiums pavable [or reinsurance contracts and
are recognised as an expense when due.

15



IDA Insurance Limited

Notes to the Financial Statements

Far the Year Ended 31 December 2021

3.1

312

3.2

Significant accounting policies (continued)
Insurance contracts (continued)
Recognition and measurement of contracts (continued)

Amoumnts recovershle under reinsurance contracts are assessed for impairment at
each reporting period. Such assets are deemed as being impaired if' objective
evidence exists, as a result of an event that occurred after its initial recognition, that
the Company may not recover all amounts due and that the event has a reliably
measurable impact on the amounts that the Company will receive from the reinsurer.

Deferred acquisition costs

Acquisition costs comprise all dircct and indirect costs arising from entering into
general insurance contracts. Acquisition costs are accrued over an equivalent period
to that over which the underlying business is written and charged to the accounting
periods in which the related premiums are earned. Deferred acquisition costs
represent those acquisition costs incurred in respect of uncamned premiums existing
at the end of each reponing period,

Hevenune

The accounting pelicy in relation to revenue from insurance contracs is disclosed in
note 3.1.2.

Conrnmission fRcome

Commission income includes commissions received from reinsurers and are
recopnised when accrued.

Investment income

Interest income is accrued on a time basis, by reference to the principal outstanding
and at the effective inmerest rate applicable, which is the rate that exactly discounts
the estimated future cash receipts through the expected life of the financial asset to
the asset’s net carrying amount.

[nvestment return is initially recorded in the non-technical account. A transfer is
made from the non-technical account to the general business technical account 1o
reflect policyholders” fund financial income and expenses in the Technical
Statement of Profit or Loss and Other Comprehensive Income and shareholders®
fund financial income and expenses in the Non-technical Statement of Profit or Loss
and Other Comprehensive Income,

16



IDA Insurance Limited

Notes to the Financial Statements

For the Year Ended 31 December 2021

3,

34

Significant accounting policies (continued)

Plant and equipment

Plant and equipment are mitially measured at cost. Subsequent costs are included in
the asszel’s carrving amount when it is probable thai [umre economic benefiis
associated with the item will flow to the Company and the cost of the item can be
measured reliably. Expenditure on repairs and maintenance of plant and equipment
is recognised as an expense when incurred.

Tangible assets are stated at cost less any accumulated depreciation and any
accumulated impairment losses,

Plant and equipment are derecognised on disposal or when no fitlure economic
benefits are expected from their use or disposal. Gains or losses ansing from
derecognition represemt the difference between the net disposal proceeds, if any, and
the carrying amount, and are included in Statement of Profit or Loss and Other
Comprehensive Income in the period of derecognition.

Intangible assets

An intangible asset is recognised if it is probable that the expected future economic
benefits that are attributable to the asset will flow to the company and the cost of the
assel can be measured reliably.

Intangible assets acquired separately are measured on initial recognition at cost.
Following initial recognition, intangible assels are carried at ¢ost less any
accumulated amortisation and any accumulated impairment losses. The useful lives
of intangible assels are assessed to be finite.

Intangible assets with finite lives are amortised over the useful economic life and
assessed for impairment whenever there 15 an indication that the intangible asset may
be impaired, The amortisation year and the amortisation method for an intangible
assel with a finite useful life are reviewed at least at each financial year end.
Changes in the expected useful life or the expected pattern of consumption of future
economic benefits embodied in the asset is accounted for by changing the
amortisation year or method, as appropriate, and are treated as changes in accounting
calimates. The amorisation expense on antangible assets with fnite lives 13
recognised in the in Statement of Profit or Loss and Other Comprehensive Income in
the expense category consistent with the intangible asset.

Intangible assets are derecognised on dispesal or when no future economic benefits
arc expected from their use or disposal. Gains or losses arising from derecognition of
an intangible assel are measured as the difference between the nel dispozal proceeds
and the carrying amount of the asset and are recognized in the in Statement of Profit
or Loss and Other Comprehensive Income when the asset is derecognised.

1w



IDA Insurance Limited

Motes to the Financial Statements

Far the Year Ended 31 Decamber 2021

3, Significant accounting policies (continued)
33 Intangible assets (continued)
Depreciation

Diepreciation commences when the depreciable assets are available for use and is
charged to profit or loss 50 as to write off the cost, less any estimated residual value,
over their estimated useful lives, using the straight-line method, on the following
bases:

Computer equipment - 23% per annum,

The depreciation method applied, the residual value and the useful life are reviewed,
and adjusted if appropriate, a1 the end of each reporting period.

1.5  Financial instraments

Financial assets and financial liabilities are recognised when the Company becomes
a party to the contractual provisions of the instrument. Financial assets and financial
liabilities are initially recognised at their fair value plus directly attributable
transaction cosis for all financial assets or financial habilities not classified at fair
value through profit or loss,

Financial assets and financial liabilities are offset and the net amount presented in
the Statement of Financial Position when the Company has a legally enforceable
right 10 set off the recognised amounts and intends either to settle on a net basis or to
realise the asset and settle the liability simultaneously.

Financial liabilitics are derecognised when they are extinguished. This occurs when
the obligation specified in the contract is discharged, cancelled or expired.

An equity instrument is any contract that evidences a residual interest in the assets of
the Company after deducting all of its liabilities. Equity instruments are recorded at
the proceeds recerved, net of direct issue cosiz,

(iy  Trode receivables

Trade receivables are classified with current assets and are stated at their
nominal value unless the effect of discounting is material, in which case trade
receivables are measured at amorlised cost using the effective interest method.

Appropriate allowances for estimated irecoverable amounts are recognised in
Statement of Profit or Loss and Other Comprehensive Income when there is
ohjective evidence that the asset is impaired.
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3.

Significant accounting policies (continued)

(i) Investmenis

The Company’s investments are classified into the following categories ~loans
and receivables and available-for-sale fnancial assets. The classification
depends on the purpose for which the investments were acquired.

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market other than those
that are held for trading or are designated upon initial recognition as at fair
value through profit or loss or as available-for-sale financial assets or those for
which the Company may not recover substantially all of its initial investment
other than because of credit detenoration.

After initial recognition, loans and receivables are measured at amortised cost
using the effective interest method. Gains and losses are recognised in
Staterment of Profit or Loss and (ther Comprehensive [ncome when the
financial asset is derecognised or impaired and through the amortisation
process.

Available-for-sale financial assets are those non-derivative financial assets that
are either designated in this category by the Company or not classified as loans
and receivables, held-to-maturity investments or financial assets at fair value
through profit or loss.

After initial recognition, available-for-sale financial assets are measured at
their fair value. Gains and losses arising from a change in fair value are
recognised in other comprehensive income, except for impairment losses and
foreign exchange gains and losses on monetary assets, until the financial asset
is derecognised, at which time the cumulative gain or loss previously
recognised in other comprehensive income is reclassified from equity to
Statement of Profit or Loss and Other Comprehensive Income as a
reclassification adjustment. Interest calculated using the effective interest
method is recognised in Statement of Profit or Loss and Other Comprehensive
Income.

When applying the effective interest method, the annual amortisation of any
discount or premium i3 aggregated with other investment income receivable
over the term of the instrument, if any, so that the revenue recognised in each
period represents a constant yield on the investment.
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L8
A5

3.6

Significant accounting policies (continued)

Financial instruments (continued)

(iii}  Orher borrowings

Subsequent to initial recognition, other borrowings are measured at amortised
cost using the effective interest method unless the effect of discounting is
immaterial,

(iv) Trade pavables

Trade payables are classified with current liabilities and are stated at their
nominal value.

(v) Shares issued by the Company
Ordinary shares issued by the Company are classified as equity instruments.
Imipairment

All assets are tested for impainment, At the end of each reporting period, the carmying
amount of assets is reviewed 1o determine whether there is any indication or
ohjective evidence of impairment, as appropriate, and if any such indication or
ohjective evidence exists, the recoverable amount of the asset is estimated.

An impairment loss is the amount by which the carrying amount of an asset exceeds
it recoverable amount.

For loans and receivables, if there is objective evidence that an impaimment loss has
been incurred, the loss is measured as the difference between the asset’s camying
amoum and the present value of estimated future cash flows discounted ar the
original effective interest rate. The carrying amount of the asset is reduced directly.

When a decline in the fair value of an available-for-sale financial asset has been
recognised in other comprehensive income and there is objective evidence that the
asset is impaired, the cumulative impairment loss that had been recognised in other
comprehensive income i5 reclassified from equity to profit or loss as a
reclassification adjustment and is measured as the difference between the acquisition
cost and current fair value, less any impainment loss on that financial asset
previowsly recopnised in profit or loss.
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3.

3.6

Significant accounting policies (continued)
Impairment {continued)

In the case of other assets tested for impairment, the recoverable amouwnt i the
higher of fair value (which is the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between market participants at the
measurement date) less costs of disposal and value in use (which is the present value
of the future cash flows expected to be derived, discounted using a pre-tax discount
rate that reflects current market assessment of the time value of money and the risks
specific to the asset). Where the recoverable amount is less than the carrying
amount, the carrying amount of the asset 15 reduced to its recoverable amount, as
calculated.

Impairment losses are recognised immediately in Statement of Profit or Loss and
Other Comprehensive Income, unless the asset is camried at a revalued amount, in
which case, the impairment loss is recognised in other comprehensive income 1o the
extent thal the impairment loss does not exceed the amount in the revaluation
surplus for that asset,

For loans and receivables, if, in a subsequent period, the amount of the impairment
loss decreases and the decrease can be related ohjectively to an event occurring afier
the impaimment was recognised, the previously recognised impaimment loss is
reversed directly.

In the case of other assets tested for impairment, an impairment loss recognised in a
prior year is reversed if there has been a change in the estimates used to determine
the asset’s recoverable amount since the last impairment loss was recognised.

Where an impairment loss subsequently reverses, the carrying amount of the asset is
increazed to the revised estimate of its recoverable amount, but 20 that the increased
carrying amount does nol exceed the carrving amount that would have been
determined had no impairment loss been recognised for the asset in prior years.

Impairment reversals are recognised immediately in profit or loss, unless the asset is
carried at a revalued amount, in which case, the impairment reversal is recognised in
other comprehensive income and increases the revaluation surplus for that asset,
unless an impairment loss on the same asset was previously recognised in profit or
loss.
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3.7

Significant accounting policies (continued)
Taxation

Current and deferred tax is recognised in profit or loss, except when it relates 1o
items recognised in other comprehensive income or directly in equity, in which case
the current and defemred tax is also dealt with in other comprehensive income or in

cquily, as appropriate.

Current tax is based on the taxable result for the period. The taxable result for the
period differs from the result as reported in profit or loss because it excludes items
which are non-assessable or disallowed and it further excledes items that are taxable
or deductible in other periods. It is caleulated using tax rates that have been enacted
or substantively enacted by the end of each reporting period,

Deferred tax is accounted for using the balance sheet liability method in respect of
temporary differences arising from differences between the carrying amount of
assets and lighilities in the financial statements and the corresponding tax bases used
in the computation of taxable profit.

Deferred tax liabilities are generally recognised for all taxable temporary differences
and deferred 1ax assels, are recognised 1o the extent that it is probable that taxable
profits will be available against which deductible temporary differences can be
utilised.

Deferred tax is calculated at the tax rates that are expected to apply to the period
when the asset is realised or the lability 15 settled, based on tax rates that have been
cnacted or substantively enacted by the end of the reporting peniod.

Current tax assets and liabilities are offset when the Company has a legally
enforceable right to set off the recognised amounts and intends either to settle on a
net basis, or to realise the asset and settle the liability simultaneously.

Deferred tax assets and liabilities are offset when the Company has a legally
enforceable right to set off its current tax assets and liabilities and the deferred tax
assets and liabilities relate to income taxes levied by the same taxation authority on
gither the same taxable entity or different taxable entities which intend either o
seftle current tax liabilities and asscts on a net basis, or to realise the assets and setle
the liabilities simultaneously, in each future period in which significant amounts of
deferred tax liabilities or assets are expected to be settled or recovered.
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J. Bignificant accounting policies (continued)
3.8 Currency translation

The financial statements of the Company are presented in its functional currency, the
Euro, being the curency of the primary economic environmemi in which the

Company operates.

Transactions denominated in cumrencies other than the functional currency are
translated at the exchange rates ruling on the date of transaction, Monetary assets
and liabilities denominated in currencies other than the functional currency are re-
translated to the functional cwrrency at the exchange rate ruling at year end
Exchange differences arising on the settlement and on the re-translation of monetary
items are dealt with in profit or loss.

Foreign exchange gains and losses are classified with other operating income or
other operating expenses as appropriate, except in the case of significant exchange
differences arising on investing or financing activities, which are classified within
investment income, investment losses or finance costs as appropriate.

However, when a gain or loss on a non-monetary item is recognised in other
comprehensive income (such as available-for-sale equity instruments), any exchange
component of the gain or loss is recognised in other comprehensive income,

39  Cash and cash equivalents

Cash and cash equivalents comprise of cash balances and term deposits with an
eriginating maturity of three months or less. Bank overdrafis that are repayable on
demand and form an integral pant of the Company’s cash management are included
a5 a component of cash and cash equivalents for the purpose of the Statement of
Cash Flows and are presented in current liabilities on the Statement of Financial
Position.

110 Investment in subsidiary
Investment in subsidiary is accounted for a1 cost. The results of the subsidiary
undertaking are reflected in the Company’s financial statements only 1o the extent of
dividend receivable.
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4.1

Judgements in applying accounting policies and key sources of estimation
uncertainly

The preparation of financial statements as adopted by the EU requires management
to make judgements, estimates and assumptions that affect the application of policies
and reported amounts 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 1o be reasonable
under the circumstances, the results of which form the basis of making judgements
about canrying values of assets and liabilities that are not readily apparent from other
sources. As a result, actual results may differ from estimates,

Any revisions 1o accounting estimates are recognised in the period in which the
estimate is revised if the revision affects only that period or in the period of the
revision and future periods if the revision affects both current and future periods.

The key assumption concerning the future, and other key sources of estimation
uncertainty, at the end of each reporting period, that have a significant risk of
causing 3 material adjustment to the carrying amounts of assets and liabilities within
the next financial yvear, is discussed below:

Ultimate liability arising from claims made under general business insurance
contracts

The Company continually reviews and updates its estimates arising from reported
and unreported losses and establishes resulting provisions and adequate amounts
recoverable under reinsurance. Adjustments from this review are reflected in the
Statement of Profit or Loss and Other Comprehensive Income. The process relies on
the basic assumption that past experience, adjusted for the effect of currem
developments and likely trends, is an appropriate basis for developing expectations
of future events that are deemed to be reasonable in the circumstances,

The Company’s provision for claims outstanding include additional provisions for
incurred but not reported reserves (‘IBNR’) and incurred but not enough reported
reserves (IBNER'). These reserves arc determined wsing the Chain Ladder
approach, the Loss Ratio method and the Bormhuetter-Ferguson method, depending
on the line of business. For liability, these reserves are based on claims excluding
large losses which exceed the reinsurance excess of loss threshold, As a result, the
IBNR and IBNER calculated is net of reinsurance. In relation to the medical line of
business, as further described in note 7, in the current year, the Company's changed
its accounting policy whereby negative IBNR/IBNER is recognized pertaining o
expected positive development of case reserves based on the Company’s pas claims
development,
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5. Standards, interpretations and amendments to published standards as
endorsed by the Enropean Union effective in the current year

The accounting policies are consistent with those of the previous financial year,
excepl for, the change in the accounting policy to recognise negative IBNR/IBNER
in the financial statements.

Several other new standards, amendment and interpretations to existing standards
apply for the first time in the current financial period, whose adoption to the
requirements of IFRSs as adopted by the EU did not result in substantial changes to
the Company’s accounting policies and did not impact the financial stalements.

Standards, interpretations amd amendments to published standards that are not yel
effeclive;

A number of new standards and amendments to standards and interpretations are
effective for annual periods beginning after | January 2021 (being the beginning of
the current financial period), and have not been applied in preparing these financial
statements. The Company is considering the implications of the below standards on
the Company”s financial results and position, and the timing of their adoption, taking
cognisance of the endorsement process by the European Commission.

IFRS 9 * Fimancial instraments’

[FRS 9 *Financial instruments’, addresses the classification, measurement and de-
recognition of financial assets and financial liabilities. The complete version of IFRS
9 was issued in July 2014, Ti replaces the guidance in IAS 39 that relates to the
classification and measurement of financial instruments. IFRS 9 retains bul
simplifies the mixed measurement model and establishes three primary measuremnent
categories for financial assets: amortised cost, fair value through other
comprehensive income and fair value through profit or loss. The basis of
classification depends on the entity’s business model and the contractual cash flow
characteristics of the financial asset. Investments in equily instruments are required
to be measured at fair value through profit or loss with the irrevocable option at
inceplion to present changes in fair value in other comprehensive income not
recyeling.

The new expecied credit losses model replaces the incurred loss impairment model
used in IAS 39, For financial liabilities there were no changes to classification and
measurement excepl for the recognition of changes in own credit risk in other
comprehensive income, for liahilities designated at fair value through profit or loss.
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5. Standards, interpretations and amendments to published standards as
endorsed by the European Union effective in the current year (continucd)

IFRS 9 *Financial instruments’ (continued)

IFRS 9 is penerally effective for years beginning on or afier | January 2018.
However in September 2016, the LASB issued amendments 10 IFRS 4 which provide
optional relief to eligible insurers in respect of IFRS 9. The option permits entities
whose predominamt activity is issuing insurance contracts within the scope of IFRS
4, a temporary exemption to defer the implementation of IFRS 9.

The Company has elected to apply the optional temporary relief under [FRS 4 that
permits the deferral of the adoption of IFRS 9 for eligible insurers. The Company
will continue 1o apply IAS 39 until expiry date for the temporary exemption.

IFRS 17 “frrsurance Confracts”

IFRS 17 Insurance Contracts is currently effective for annual reporting periods
beginning on or after | January 2023. Early application is permitted, provided the
entity also applies IFRS 9 and IFRS 15 on or before the date it first applies IFRS 17.
Omee effective, TFRS 17 will replace IFRS 4 Insurance Contracts. The Standard
measures insurance contracts either under the general model or a simplified version
of this called the Premium Allocation Approach. The general model is defined such
that at initial recognition an entity shall measure a group of contracts at the total of
(a) the amount of fulfilment cash flows (FCF), which comprise probability-weighted
estimates of future cash flows, an adjustment to reflect the time value of money
(TVM) and the financial risks associated with those future cash flows and a risk
adjustment for non-financial risk; and (b) the contractual service margin (CSM).

On subsequent measurement, the carrying amount of a group of insurance contracts
at the end of each reporting period shall be the sum of the liability for remaining
coverage and the liability for incurred claims. The liability for remaining coverage
comprises the FCF related to future services and the CSM of the Company at that
date. The liability for incurred claims is measured as the FCF related to past services
allocated to the Company at that date.

An entity may simplify the measurement of the liability for remaining coverage of a
group of insurance contracts using the premium allocation approach on the condition
that, at initial recognition, the entity reasonably expects that doing so would produce
a reasonable approximation of the general model, or the coverage period of each
contract in the Company is one year or less,

IFRS 17 together with IFRS 9 will result in a profound change to the accounting in
IFRS financial statements for insurance companies, Management is considering the
implications of this standard and its impact on the Company’s financial results and

position.
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.  Insurance and financial risk management
1 Inswrance risk management
#.1.1 Insurance risk

The risk under any one insurance contract is the possibility that the insured event
oeeurs and the uncerainty of the amount of the resulting claim. By the very nature
of an insurance contract, this risk is random, unknown and unpredictable,

As its primary insurance activity the Company assumes risks relating to underwater
diving activity. The Company is therefore exposed 1o 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 oceur. Through its insurance and
investment activity the Company also has exposure to market and financial risk.

The Company alse faces risk that the actual ¢laims are significantly different to the
amounts included within the technical provisions. This could occur because the
frequency or severity of claims is greater or lower than estimated.

The Company manages its insurance risk through underwriting limits, approval
procedures for transactions that involve new products or that exceed set limits,
pricing guidelines, centralised management of reinsurance and monitoring of
CIMErEing 155ues,

6.1.2 Underwriting Strategy

Since its establishment, the Company has developed its own underwriling criteria
and strategy which have evolved in line with the technical underwriting disciplines
of its international treaty reinsurers.

6.1.3 Reinsurance strategy

The Company reinsures part of the risks it underwrites in order to control its
exposures to losses and protect capital resources. The Company buys non-
proportionate reinsurance treaties to reduce the Company's net exposure.

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 engoing basis and
reviews its reinsurance arrangements annually.

The Company wtilises a reinsurance agreement with non-affiliated reinsurers 1o
control its exposure o losses resulting from one occurrence and for the accumulation
of net losses arising oul of one occurrence.
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6. Insurance and financial risk management
6.1 Insurance risk management
fi.1.3 Reinsurance strategy (continucd)

The terms and conditions of insurance contracts that have a matenal effect on the
amount, timing and uncertainty of future cash flows ansing from insurance coniracts
are st out below.

f.1.4 Terms and conditions of insurance contracts
Nanre of risks covered

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 insures 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 anywhere in the world,

The following gives an assessment of the Company”s main products and the ways in
which it manages the associated risks.

Emergency medical, personal accldent, repatriation and travel assistance

These policies offer insurance cover for emergency medical, personal sccident,
repatriation and travel assistance anywhere in the world. As such the claim cosis of
the insured accident vary depending on the severity of the accident, its location and
the quality, extent and tariffs of the medical facilities in the accident location.

Civil and professional liability

These policies are occurrence based wordings. Therefore the Company is liable 10
all insured events that occurred during the term of the contract, even 1if the loss is
discovered after the end of the contract terms. These liability claims also take longer
to develop than claims submitted under the Company™s Accident programme and as
a result, the estimation of claims incurred but not reported and claims incurred but
not enough reported is generally subject to a greater degree of uncenainty.

Lemal defence

These policies offer legal defence benefits when diving anywhere in the world, Asa
resuli the claim costs of the insured accident vary.

The Company manages these risks by implementing its underwriting and claims
management strategy developed after having obtained and considered expert advice
approved by the Board. The skills available 1o the Company to manage the insurance
and claims issues arising from the insured accidents have been built wp over many

Vedrs,
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6.2

Insurance and financial risk manazement {continwed)

Financial risk

The exposures to risk and the way risks arise, together with the Company’s
objectives, policies and processes for managing and measuring these risks are
disclosed in more detail below.

The Company is exposed o financial risks through its Anancial assets, fnancial
liabilities, reinsurance assets and insurance lighilities. These comprise mainly market
msk, credit rsk, and liquidity nsk. Each of these financial nsks is descnbed below,
together with a summary of the ways in which the Company manages these rsks.

Where possible, the Company aims to reduce and control risk concentrations.
Concentrations of financial risk arise when fnancial instruments with similar
characlenstics are influenced in the same way by changes in economic or other
factors, The amount of the rsk exposure associated with financial instruments
sharing similar characteristics is disclosed in more detail in the Notes to the
Financial S1atements.

Credit risk

The Company has exposure to credit risk, which is the risk that a counterparty will
be unable to pay amounts in full when due. Key arcas where the Company is
exposed to credit risk are;

Cash and cash equivalents

Reinsurer's share of technical provisions
Insurance and other receivables

Loans and receivables
Available-for-sale investments

& & ® 8 B

The Company cedes insurance risk to limit exposure 1o underwriting losses under
various agreements, These reinsurance agreements spread the nsk and minimise the
effect of losses, The amount of each risk retained depends on the Company's
evaluation of the specific risk subject in certain circumstances, (0 maximum limits
based on characteristics of coverage. Under the terms of the reinsurance agreemenis,
the reinsurer agrees to reimburse the ceded amount in the event the elaim is paid.
However the Company remains liable to its policyholders with respect to ceded
insurance if any reinsurer fails to meet the obligations it assumes. The Company
manages s credit risk ansing through its reinsurance arrangements by using *A™
rated reinsurers or reinsurers that are part of an “A"” rated group.

When selecting a reinsurer the Company considers their relative security. The
security of the reinsurer is assessed from public rating information and from internal
investigations.
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6.2

Insurance and financial risk management (continued)

Financial risk (continued)
Credit risk feontimiied)

The Company is exposed 1o contract holders and insurance intermediaries for
insurance premium due. Insurance receivables are presented net of any allowance for
doubtful debts. An allowance for doubtful debts is made where there is an identified
loss event which, based on previous experience, is evidence of a reduction in the
recoverability of the cash flows, Credit risk with respect 1o insurance receivables is
limited as insurance receivables are due from related parties.

The Company’s investments are managed through an investment committee which
operates within investment parameters set and approved by the Board of Directors,
The procedures consider a recommended portfolio structure, assel and counterparty
limits a3 well as currency restrictions.

The 1otal financial assets bearing credit risk are the following:

2021 2020

EUR EUR

Reinsurer’s share of technical provisions 1,328,009 2,087,204
Insurance and other receivablies 4,497,281 31,579,768
Cash and cash equivalents 1,358,513 1,549,530
Loans and receivables ek, D0 640, D0
Available-for-sale investments 3830658 4323814
11,614,471 12,140,316

| ey

The carrying amounis disclosed above represent the maximum exposure 10 credit
risk.
Credit risk in respect of insurance and other receivables is not deemed 10 be

significant as balances are largely due from the paremt company, other related parties
and the reinsurer,

The Company's cash and cash equivalemis as well as term deposits classified as
loans and receivables are placed with quality financial institutions.

The table below shows the credit rating and balance of the Company’s cash and cash
equivalents at the end of the reporting period:

30



IDA Insurance Limited

Motes to the Financial Statements

Far the Year Ended 31 December 2021

Insurance and financial risk management {continued)

Financial risk {continied)

Credit risk (comtinued)

Credit 2021 2020
ALEnCY EUR EUR

Rating
AAA Standard & Poor 229354 229 566
Al Standard & Poor 333,763 -
BBB+ Swandard & Poor - 122,842
BEB Standard & Poor - 746,333
BHE- Standard & Poor 95,406 450,789
1,358,523 1,549,530

The loans and receivables were held with instilutions for which no rating was
available.

The credit rating of the Company's reinsurers based on rating attributed by Standard
& Poor's or equivalent are higher than “A-".

Available-for-sale investments comprise locally and foreign quoted bond, locally
and foreign quoted equities as well as an exchange traded fund. Quoted investments
are acquired after assessing the quality of the relevant investments, The table below
shows the credit rating and balance of the Company’s investment in locally and
foreign quoted bonds classified as available-for-sale investments at the end of the
reporting period using the Standard & Poor’s credit rating symbaols,

2021 2020
EUR EUR
Rating
A 131,047
A- 281,030 -
BBB+ 1,384,841 1,360,673
BBB 573,008 1 000,763
BBB- 691,191 686,854
BB+ - ¢
BB 174,311 167,897
BB- 25,692 26,134
B 73,575 46,363
B+ 77012 25468
B- - 23,758
No rating 418,951 085,883
3,830,658 4323 814
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Insurance and Nnancial risk management {continwed)

Financial risk {contimued)

Crrrency risk

Foreign currency transactions arise when the Company acquires or disposes of

financial instruments demominated in a foreign cumency. Fortign currency
transactions comprise mainly transactions in USD, GBP and CHF.

The risk arising from foreign cumrency transactions is managed by regular
monitoring of the relevant exchange rates and management’s reaction to material
movements thereto,

The following table sets out the Company’s total exposure to foreign currency risk:

2021 2020

AFS Cash AFS Cash

EUR EUR EUR EUR

GBP 129,020 6,799 £9,8020 718
USD 395,225 19,159 139,250 1,300
CHF 2 563,117 : 18,572
524,245 589,075 429,152 20,590

Should exchange rates at the Statement of Financial Position date differ by +/= 1055,
as a result of a change in interest rates, with all other variables held constant, the
impact in 2021 on the Company's pre-tax profit would be +/-ELURSE, 907 (2020:4/-
EUR2 059 and +-ELRS2 425 (2020: +-EU42905) on the Company’s other
comprehensive ineome.
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6.2

Insurance and financial risk management {continued)

Financial risk {continued)

fmterest rale risk

The cffective imterest rate on available-for-sale invesiments and loans and
receivables is disclosed in note 14,

The Company is exposed to cash flow interest rate risk on debt instruments carrying
a floating interest rate and to fair value interest rate risk on debt instruments carrying
a fixed interest rate. [nvestments in equily instruments are not exposed to interest
rate risk, Approximately, 99% (2020: 92%) of the Company's debt instruments and
cash and cash equivalents bear fixed interest rates.

Management monitors the movement in interest rates and, where possible, reacts to
material movements in such rates by restructuring its financing structure and by
rraintaining an appropriate mix between fixed and floating rate borrowings.

The carrying amounts of the Company's financial instruments carrying a rate of
interest at the end of the reporting period are disclosed in the Notes 1o the Financial
Statemments.

Should market prices at the end of the reporting period increase/decrease by 10%,
with all other variables held constant, the impact on the Company's other
comprehensive income would be +/- EUR3ISI, 066 in 2021 (2020 +/- EUR432,381).

Liguicity risk

The Company has to mect daily calls on its cash resources, notably from claims
arising on its insurance contracts, There is therefore a risk that cash will not be
available to setile liabilities when due. The Company manages this risk by adhering
1o its investment policy ensuring that an adequate amount of funds are invested in
highly liguid investments.
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Insurance and financial risk management {continued)
Financial risk {comtinued)

Liguidity risk {continted)

Within  Between Over
I year 1-5 years 5 years Total
EUR EUR EUR EUR
Year ended 31 December 2021
Assets held at fixed rates
Cash and cash equivalents 1,358,523 - - 1,358,513
Available-for-sale investments 39,763 2,085,199 1,705696 3,830,658
Loans and receivables GO0, 000 - - 600000

Total interest bearing assets 1,998,286 2,085,199 1,705,696 5,789,181

Within  Befween Over
1 year 1-5 years S vears Taotal
EUR EUR EUR EUR
Year ended 31 December 2020
Aosgifs held at fixed rates
Cash and cash equivalents 1,549,530 - - 1,549,530
Available-for-zale investments 112500 f61,151 3,550,163 4,323 814
Loans and receivables B0, 000 = - 600000

Total interest bearing assets 2,262,030 661,151 3.550,163 6473344

Price Risk

Price risk is the risk that the value of an instrument will fluctuate as a result of
changes in market prices whether caused by factors specific 1o an individual
investment, its issuer or all other factors affecting all instruments traded in the
market.

The Company's equity, debt instruments and exchange traded fund are susceptible o
price risk arising from uncertainties about future prices of the instruments. As all of
the Company’s financial instruments are carried at fair value with fair value changes
recognised in the other comprehensive income.

Liguiigliry Fisk
Should markel prices at the end of the reporting period increase/decrease by 10%,

with all other variables held constant, the impact on the Company's other
comprehensive income would be +/- EUR43. 206 in 2021 {2020: /- ELR40, 291},
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o
6.2

Insurance and financial risk management (continued)

Financial risk (continued)

Capited risk management
The Company’s objectives when managing capital are:

*  To comply with the obligations to maintain positive solvency position based
on the regulatory requirements of the insurance market where the Company
operates;

- To safeguard the Company’s ability to continue as a going concem 5o that it
can continue 1o provide retums for shareholders and benelits for other
stakeholders; and

. To provide an adequate retum to shareholders by pricing insurance contracts
commensurately with the level of risk.

The Company’s Directors manage the Company’s capital structure and make
adjustments to it, in the light of changes in economic conditions. The capital
requirement of the Company is maintained in accordance with regulatory solvency
and capital requirements of the insurance market in which it operates.

The Company is financed by shareholders’ 1oal equity. The capital structure is
reviewed on an ongoing basis. Based on recommendations of the Directors, the
Company balances its overall capital structure through the payments of dividends,
new share issues as well as the issue of new debt.

The Company is subject to the provisions of the the Solvency I Directive
(2009138 EC) which imposes new rnisk-based, regulatory requirements that
ascertain the fevel of the required regulatory capital to be held on the basis of the
risks that the Company i3 or can be exposed to. Solvency I1 also sets out the
approach to be undertaken in order to establish the amount of Solvency 11 own
funds, namely by converting the Statement of Financial Position from an [FRS
perspective o one where assels and liabilities are measured in line with their
underlying economic value,

The Directors are actively involved in ensuring that the Solvency Il regulations, are
highly embedded in the Company’s operations. Regular monitoring of the Solvency
Capital Requirement (*5CR") and the Minimum Capital Requirement ("MCR") is
considered crucial. To this effect, a Capital Management Policy, outlining the main
drivers of the SCR, was put in place to address the procedures and controls in this
regard. In the case of any identified breaches with the SCE and MCR, the Directors
have put in place a capital plan aimed at ensuring that the Company will restore its
level of own funds to one which covers both the SCR and MCRE.
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7. Prior Period Errors & Changes in Accounting Policies

In line with [AS 8, Accounting Policies, Changes in Accounting estimates and
Errors, the company is correcting in these financial statermnenis a prior period emor
arising from the reinsurer’s share of uneammed premivm and the caleulation of the
profit commissien. These financial statements have been restated 1o comect this
error, The effect of the restatement on the financial statements is summarised below.
There is no effect in 2021.

The total amount of the corrected musstatement adds wp 1o €305,540. The
misstatement was brought about, affecting the reinsurer’s share of UPR negatively
by €220,690 and a decrease in the profit commission receivable of 35,154,

Consequently, cach of the effected financial statement line items for the prior
periods have been restated as follows:

Impact on Statement of Comprehensive Income (increasefdecrease) in profit)

2020
EUR
Reinsurer's share of UPR {220,690)
Movement in profit commission (85,154
Net impact on profit for the year (305,840)
Pmpaet on Balance sheet (inerease/(decrease)
2020
EUR
Assels
Reinsurers share of UPR (220,690}
Insurance and odher recervables (85,154)
Total assets (305,840)
Equity
Capital and reserves
Retained camings 305,840

Total equity 03,840
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7. Prior Period Errors & Changes in Accounting Policies (continued)

In addition to the above, the directors have taken the decision to apply a change in
accounting policy wherehy negative IBNR/JABNER would be recognized in the
balance sheet rather than zeroising it as it was previously done in prior years. This
voluntary change in accounting policy was affected as the Directors consider that
this results in the financial statements provided a more reliable and relevam
information on the financial performance and financial position of the Company.

The above change in accounting policy results, in adjustments relating to Technical
provisions within the Balance sheet and changes in IBNER/IBNRE within the
Technical Account, together with the tax impact following this adjustment. In line
with 1AS 8, Accounting policies, Changes in Accounting Estimates and Errors, the
company reflected this change retrospectively, applying it to the to each of the
affected financial statement line itemns for the prior periods restated as follows:

Impact on Statenent of Comprehensive income (increase/{decrease) in profit)

2020 2019
EUR EUR
Change in IBNE {30,101} 3219 407
Income tax expense 117,582 (115,202)
MNet impact on profit for the year 87,481 214,115
Impact on Balance Sheet (increase/(decrease)
AssEls 2020 2019
EUR EUR
Deferred tax 117,592 -
Total Assets 117,592 -
Equity
Capital and reserves
Retained Earnings 87481 214,115
Total equity 87,481 14,115
Liabilities
Technical Provisions an,01 {329.407)
Income Tax Liability - 115,292
Total Liabilities 30,101 214,115
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K. Investment income and charges

2021 2020
EUR EUR
Investment gains
Interest income on bank deposits 15,506 12,727
Interest income on fnancial assets 78,550 RA.EGS
Realized (loss) / gain on sale of invesiments {6,444) (33.518)
Exchange gain / (loss) 7640 (60,449
95,592 7.625
Analysed between:
Allocated investment return transferred to the general
business technical account 1,586 971
Investment retum ineluded in the non-technical
acCoLnt 93,00k 6,654
95,501 7.625
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9, Net operating expenses

2zl 20210

EUR EUR

Acquizition costs 501,928 iy, 1200

Change in deferred acquisition costs (48,430) 112,926

Amortisalion - 105,128

Staff Costs 440,254 304,460

Drrectors Fees and remuneration 156,700 153,213

Chher administrative expenses ¥72,9% 1,063,985
Eeinsurance comimission - {247 881)

Eetnsurance imwards commission 19,520 16,604

Interest Expense 352,038 97,976
Recharges to a related party (53,114) (260,795

2,431,892 1,891,756

i E

Allocated to:
Technical account 1,137,094 1500041
Mon-technical account 1,294,796 382713

2431,892 1.891,756

Acquisition ¢osts are made up of commission payable for the year,

Recharges to a related party consist of recharges to subsidiary of the Company for
call centre costs.

The stalf cos1s is broken down as follows:

2021 2020

EUR EUR

Wages and salaries 348,847 201,520
Social security costs L2080 37,494
410,943 239,414

Recharged by related partics 29311 65,0k
440,254 304,460
e —— - m—— —
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9, Net operating expenses (continued)

The average number of employees during the year was 7 (2020 — 8), made up as

follows;

Accounts and administralion
Insurance business

10, Key management personnel compensation

Directors” fees
Diirzchor’s emaolument

11. Profit/{lossy before tax

This is stared after charging:

Depreciation

Amoriisation

Amounts payable to the auditors for;

- the audit of the Company’s financial statements

= other assurance services

- tax services

- the audit of the retumns of the Company's
Swizs beanch

2021 2020

MNumber Mumber

3 2

4 &

7 B
———

2021 2020

EUR EUR

74,917 67,425

1,783 85,808

156,700 153,233

2021 2020

EUR EUR

20 439

. 105,128

25,000 29,500

24,309 20,650

5,983 6,139

33978 32,786

——— ] —_—
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11. Income tax expense/{credit)

Current tax crodi
Deferred tax credit

Income tax credit

2021 20020

EUR ELUR
(147,954) (121,189}
(183.877) (187.986)
(331,831) (309.175)

The income tax expense for the vear is reconciled to the tax charge of the applicable

mneome tax rate of 35% as follows:

Loss before tax
Tax a1 the applicable rate of 35%

Tax effect of:

Mational Interest Deduction

Disallowed depreciation and amortisation
Lnilisation of trading losses for the year
Unabsarbed tax losses

Provisions

Deeferred tax movement from trading losses

Income (credif)/expense

2021 2020

EUR EUR
(1,480,794} ($84.326)
(518,278) (204,514
- (121,18%)

-] 3'5|9"1‘E

- 167,376

209,317 -

186,003 -
(183,877) (187.976)
(331,831) (309,175)
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13, Plant and equipment

Computer
ecjuipmient
EUR
Cost
At 01.01.2020 1,758
Addditions =
At 31.12.2021 1,758
Cost
At 01.01.2021 1,758
Additions -
At 31.12.2021 1,758
Accumulated depreciation
At 0101, 2020 [ 1)
Provision for the period 439
At 31.12.2020 1.538
Accumulated depreciation
Al 01.01.2021 1,238
Provision for the period 220
At 31.12.2021 [,758
Carrving amount
At 31.12.2020 220
At 31.12.2021 -

Fully depreciated assets that were still in use by the Company as at the financial year
amounied to €101 66% (2020; £101,669).
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14.

Financial assels

Available-for-sale invesimenis

Foreign Lagal Faoreign Lacal Foreign
lsted listed listed listed exchamge
-dehi -dehi sequily  -equity  trnaded Tunad Tatal
EUR ELR EUR EUR EUR
Falr value
AL 22030 40401038 IR2 T 284577 aTh 8,352 4,726,719
ALILLIE202] 3566634 164,024 192,655 . T 40% 4,169,722

These financial assets represent investments in foreign listed and local listed
securities which present the Company with opportunity for retum through dividend
or interest income and capital appreciation. Financial assels eam a weighted average
interest rate of 5.1%% (2015 3,74%) per annum.

Total impairment loss as at 31 December 2021 amounted 1o EUR 37,500 (2020
EUR37,500), representing 25% of the market value of a foreign listed security was
recognised in the Statement of Profit or Loss and Other Comprehensive Income.

Laans and receivalles

021 2020
EUR EUR

Term deposits at bank &0,000 600,000

Any term deposits held at banks with a maturity period greater than 3 months are
classified as loans and receivables, others are classified with cash and cash
equivalents in note 16. Term deposits earn a weighted average interest rate of 1.0%
(2020: 1.0%%) per annum.
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15. Insurance and other receivables

16.

I | 20D
EUR ELUR
Receivables arising from insurmce;
- dhee from parent 2681177 1.811,506
- due from other related parties D45 431,216
= dlue from reinsurers 8652340 1,064, 106
- deferred acquisition costs 309,473 260,934
- ¢iher insurance receivables 235 527 =
4,000,972 3.568.012
Daher receivablbes:
= prepayments and acerued income Thi012 131,484
- otlerd 1,770 6,102
Total receivables A b, 754 3. 755,508

Mo interest is due on the above receivables. The terms and conditions of the
amounts owed by related parties are disclosed in note 22, The receivable due from
the parent was discounted to its present value, with EUR352,038, being recognised
in the profit and loss account in the current year.

Cash and cash equivalents

Cash and cash equivalents included in the Statement of Cash Flows comprise the
following Statement of Financial Position amounts:

2021 2020

EUR ELIR

Cash at bank and in hand 968,523 249,524
Term deposits at banks S04, (4010 700,06
1358523 1,549,530

Bank overdralt (407,451} (354 6749
51,072 1,154,851

Term deposits are shori-term and earn a weighied average intercst rate of 1.98%
(2020: 1.98%) per annum. The bank overdraft is charged interest at a rate of 4.65%
{2020: 4.65%).

A term deposit of EUR400,000 (2020: FUR400,000) is pledzed against the bank
overdeall.
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17. Insurance liabilitics and reinsurance assets

bl (| 2020
Reinsurers Feinoarers’
Ciross share Mt Liross share Met
EUR EUR ELE ELR EUR EUR
General business
Prowvision for
uncarmed premiums . 2 4TH 198 (i8] 2AVE U8B0 2087874 (430,954 eS80
Provision for
claims outdanding IA3078Y  (1,327.091)  LBOMTRN R032380  (LGS6250Y 1 3TG030
Claims handdling

FEseTve 41,000 . 40, B 41,00 - i (i

Totzl insurance
umn-.:mpmisims 6,050,980 (1 328,00%) 472971 S0 054 (ZO8T.204)  A075H

Provizisn for
unearncl premiums
Balanee ar | January 3,087,874 (430,954) 1656920 2090281  (1.024.700F 1,966,572

Presniums wrEiten 4616, 609 755000 3640000 4308 M (2091, 705 2216421

Lisa: premiums
Earned (4226283 L63T.0%6 (LEDDIET) (52011533 2ad5460 (2526073
Al end of year AT {18) 478,180 208TAT4 (430,954 | .636.520

Technical provisions are considered 1o be current in mature, The technical provisions
are based on case by case estimates supplemented with additional provisions for
incurred but not reported reserves (“IBNR™) in those instances where the ultimate
cost determined by the estimation techniques is higher. The process used to
calculate the ‘ultimate cost” is described in note 4.1, The presence of claims which
have been incurred but not reported is inherently uncertain, as is the outcome of
claims notified and outstanding. Accordingly, the Directors have made estimates of
the Company’s ultimate liabilities based on their knowledge and understanding of
the business. The ultimate liability will vary as a result of subsequent events and
may resull in significant adjustments 1o the amounts recognised. A key variable in
the estimation methodology applicd is the initial loss ratio estimate. A movement of
1% of the existing ratio would affect the technical provisions by approximately
EUR36, 600 (2020; EUR20,956),

Claims development

Claims development information is disclosed in order 1o illusteate the insurance risk
inherent in the Company. The tables compare the claims paid on an underwriting
year with the provisions established for these claims. An underwriling year
represents a calendar year. The table provides a review of curreni estimates of
cumulative claims and demonstrates how the estimated claims have changed at
subsequent reporting or underwriting year ends. The estimate is increased or
decreased as losses are paid and more information becomes known with the
development of unpaid claims,  Although the amounts provided reflect the
managements’ best estimate of the iotal claims outstanding, the Company’s total
outlay in relation to such claims becomes final on payment. The reserves included in
the table below do not include reserves for IBNR and IBNER which amounted to
EURAGS 367 (2020: EURZ20,978) as at period ended 31 December 2021,
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18, Investment in Subsidiary

1%,

On 20 April 2021, IDA Insurance Limited acquired 100% shares in Ving
Insurance Brokers Limited, making it its subsidiary.

2021
EUR
Asat | Jan 2021 .
Additons IREVERUH
Year ended 31 December 2021 1,000,000
—_——
Name of Subsidiary Registered office Percentage of shares
Ving Insurance Brokers  DAN Building, 100°%%
Limited Sir Ugo Mifsud Street,
Ta® Xhiex
2021
EUR
Total profitaf{loss) of subsidiary 289,293
Met asset value of subsidiary 1,236,365
Insurance and other payables
2021 2020
EUR EUR
Payables arising out of insurance operations 211,675 466,985
Amvounts due to other related parties Q65,791 04 289
Other payables and acerued expenses 268,959 255,581
Taxation 115,036 262,879

1,561,461 1,079,734

All trade and other payables are classified as current. Mo interest is due on the
above balances.

The terms and conditions of the amounts owed to related parties are disclosed in
note 22

The balance was unsecured, interest-free and repayable on demand.
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20,

21,
21.1

21.2

Deferred tax assel

Ariziing on:

Femporary differences
Accelerated tax depreciation
Asset write-off

Linabsorbed capital allowances
Eevaluation on available-for-sale
investments (through other
comprehenvise income)

Arising on
Unused tax losses

Total

Share capital and reserves

Authorised share capital

Authorised at beginning and end of year

Movement

2020 for the vear 2021
EUR ELUR EUR
0034 (9.034) -
13,125 (13125 .

9,071 - 9.071
{13,101} - (13,101)
10, 02% (23,059 (4,030
167,575 2,454 374,020
186,605 183,395 370,040
anzi 2020

Mo, Mo,

R GRE RGN

At 3] December 2021 and 2020, the authorised share capital comprised 6,000,000

ordinary shares; all shares have a par value of €] each.

Izsued share capital

Issued and fully paid
Al beginning of year:

2, 300,000 Ordinary shares of €] each

2021 2020

EUR ELR
5850000 5,850,000
5,850,000 5,350,000
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21.3 Revaluation reserve

Revaluation reserve represemt fair value movements on financial assets at
available-for-sale investments, met of tax, which are recognised in other
comprelensive Incoms.

214 Capital Contribution

On 7 October 2021, the Company’s parent DAN Europe Foundation, issuwed a
capital contribution of 550,000,

22 Related party disclosures

The Company is a subsidiary of the Dan Europe Foundation (the “Parent™) which
holds 99% of the ordinary shares of the Company. The registered address of the
Foundation iz 26, Fidiel Zarb Street, Gharghur, Malia,

Duning the course of the year, the Company entered into transactions with related
parties as set out below,

All the Company’s insurance business is transacted through a licensed broker,
which is also the Company's subsidiary. The transactions with the broker are
included with “other related parties”, defined below.

The refated parly transactions in quesiion wWere:

2021 2020
Related Ralated
party Tatal pary Todal
activity activity activity actvity
EUR EUR % EUR EUR 5%
Other aparating income
Related pary ransachions with:
= Othier rdaind parties 53114 12,211 44 2650,TO5 263,764 ]
Aoquesilion costs
Redaled pany ransachons with;
= Ohert redated parties 583,045 591928 98 Ba0.o22 844,120 L
Admensiralive axpenses
Ravtaled pany [ransachons with.
- Pasent camparny
and other refaled parties 195,202 972996 20 364905  1.063.985 M

“Oither relpted parties™ consist of related panies other than the parent, entities that
are controlled or joimly controlled by, directly or indirectly, key management
personnel of the Company,

49



IDA Insurance Limited

MNotes to the Financial Statements
Far the Year Ended 31 December 2021

22, Related party disclosures {continwed)

23,

The amounts due from/to related parties at year end are disclosed in notes 13 and
19, The terms and conditions in respect of the related party balances do not specify
the nature of the consideration to be provided in settlement. No guarantees have
been given or reccived. The amounts were unsecured and interest-free. The
amounts due from the parent amounting to €437,998 is expected 10 be
extinguished through structured cash settlements over a period of seven years, The
remaining DAN receivables of €2,503,702 is to be settled by means of set off of
dividends distributed from future profits of IDA Insurance Limited to DAN
Europe Foundation.

During the year, IDA acquired VING Insurance Brokers as its subsidiary. This
was acquired from DAN Europe Foundation at a cost of 1,000,000,

Fair values of financial assets and fMinancial labilities

At 2021 and 2020, the carrving amounts of Anancial assets and financial liabilities
classified with current assets and current liahilities respectively approximated their
fair values due 1o the short-term matunities of these assets and liabilities,

For financial reporting purposes, fair value measurements are categorised into
Level 1, 2 or 3 based on the degree to which the inputs to the fair value
measurements arg observable and the significance of the inputs to the fair value
medsurement in its entirety, which are described as follows:

- Level | inputs are quoted prices (unadjusted) in active markets for identical
assets or liabilities that the entity can access at the measurement date;

- Level 2 inputs are inputs, other than quoted prices included within Level 1, that
are ohservable for the asset or liability, either directly or indireetly: and

= Level 3 inputs are unobservable inputs for the asset or liability.

The [air values of non-current financial assets and non-currenl fnancial labalities
that are nod measured at fair value are not matenially different from their carrying
amoumns,

The following table analyses within the fair value hierarchy the Company’s
financial assets and financial liabilities measured at fair value at 31 December
2021 and 31 Decembeer 2040,
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23, Fair values of financial asscts and financial liahilities

Level 1 Level 2 Lewvel 3 Total
EUR EUR EUR EUR

2 December 2021
et A.718,154 - 112,500 J.B30.658
Exquity 202,655 . . 192 655
Exchange traded Mand 146,409 - - 14400
Twatal 4, 254, 1HK5 - 112504} 4,269,722
Level | Level 2 Level 3 Total
EUR EUFR EUR EUR

31 Dvermber 2020
Dbt 4200314 112,500 4321814
Ecuiny 314,553 - 314,553
Exchonge traded fund R 352 - 8,352
Total 4,614,219 112,500 4,726,719

The following table shows a reconciliation of the assets included within Level 3 of

the fair value hierarchy:

Balance at 1 January 20212020
Transfers between Level 2 and

Level 3
Batance ot 31 December 20210

Available-

for-sale

investments Tatal
EUR EUR
112,500 112,500
112,500 [ 12,500

Y
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23, Fair values of financial assets and financial Habilities

The following table below includes further information about the company*s Level
3 fair value management:

Significant Marrative Quantitative
unobservable sensitivity  sensitivity
input
EUR EUR EUR
2021
Mon-Local Provision for impairment  The higher the A 5% increase
unguoted equity  on the camrying amount of  impairment on /decrease
instruments thie investment the camrying  would increase
amount, the  fdecrease fair
lowrer in value
fairvaluc EURT.5
2020 -
EURT 5000

214, Ewvents after the reporting period

The geopolitical situation in Eastern intensified in late February 2022, with the
commencement of Russia’s military action against Ukraine. Political events and
sanctions are continually changing and differ across the globe. There is currently
no indication that there will be a significant impact on the company’s financial
performance, financial position and cash flows. The situation continues to be
closely monitored by management 1o ensure that the interests of all its stakeholders
are safepuarded.

h2



Dhakaitte Rasdt Lisribend

m
Dol Flace
@ Trrig L-¥ntonfpatur
Canrgral Bersinss District
CED 30an

Mata

Tel +3556 3343 J000, 2134 5000
Fas: #3560 133 2606
rdosfedoioitie com mi

i ORI Lo
Company el hig: C51312

Independent auditor’s report AT Reg Mo MT2072 6121
to the members of Exemplion number: 002155

IDA Insurance Limited

Report on the Audit of the Finoncial Stotements

Opinian
We hawve audited the fnancial statements of 1DA Insurance Limited (the “Company™), set out on pages 7 1o 52,

which comprise the statement of financial position as at 31 December 2021, and the statement of profit or loss and
other comprehensive income, statement of changes in equity and statement of cash flows for the year then ended,
and notes po the financial statements, induding significant Jccounting palicies,

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the
Company as at 31 December 2021, and of its financial performance and its cash flows for the wear then ended in
accardance with International Financial Reporting Standards (IFRS5) a3 adopted by the EU and have been properly
prepared in accordance with the requirements of the Companies Act (Cap. 385) and the Insurance Busingss AcCt

{Cap. 403).

Basis for Opinioa

we conduected our audit in accordance with International Standards on Auditing (1582), Dur responsibilities under
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of cur report, We are independent of the Company in accordance with the International Ethics Standards
Board for Accountants' fnternotianal Code of Ethics for Professional Accountants incleding International
Independence Standards (IESBA Code) together with the Accountancy Profession (Code of Ethics for Warrant
Haolders) Directive (Maltese Code) that are relevant to our audit of the financial statements in Malta, and we have
fulfilled our ather ethical responsibilities in accordance with these requirements and the [E58A Code and the
Faltese Code. We believe that the audit evidence we have obtained is sufficient and approgriate 1o provide a basis
far our opinion. In conducting our audit, we have remained independent of the Company and have not provided
any of the non-audit services prohibived by article 184[1) of the Accountancy Profession Act (Cap. 281).

Key Audit Matters

Key audit mattiers are those matters that, in our professiona judgment, were of most significance in our audit of
the financial statements of the current year and include the most significant assessed risks of matersial
misstatement [whether or not due to lraud) that we entified. The key audit matter described below was
addressed In the context of our audit of the financial statemants as a whole, and in forming our opinion thereon,

and we do not provide a separate opinion on this matter.

Prowisi L s
The Company's provision for claims outstanding comprises notified claims as well as an estimate in respect of
claims incurred but not reported (“IBNE®) and incurred but not enough reparted reserves ("IBNER"] at the end of
the financial year, These reserves are material to the Company and acoount for 44% of total llabilities as at 31
Decembier 2021 The valuation of the IBNR and IBMNER is determined based on recommendations by the Company's
appointed actuary, As further described in note 7, during the: current year the Company changed ils secounting
podicy fior its medical fine of business 1o allew for the recognition of negative IBNER arising from expected positive
development on daims outstanding. Estimating the provision for dlaims ks an inherently complex area, based on
historical data adjusted for likely developments, and requires a significant amount of judgement.
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Key Audit Matters {continued)
Prrovwigicn i tanding [continued

Our audit approach induded;

Evabuating the design of key controls over the Company’s reserving process and their determined

implemantation;

s Reviewing a selection of claims outstanding to determine the reasonableness of assumptions made and
conskstency in the methodology used;

= Making an assessment of the Company’s actuary’s competence, capabilities and objectivity;

= Testing the completeness and accuracy of the data provided to the actuary for the purpose of determining the

technical provisions;
=  Reviewng and challenging the reasonableness of the assimptions and methodologies adopted by the
Company’s actuary for the 1B8R and IBNER reserves, with the involvement of our internal actuaral specalists;
= Anahssing the loss ratios and claims development by class of business;
&  Evaluating the mpact of the change in accounting policy on the Company's medical line of business which

required retrospective application;
=  Assessing the adequacy of disclosures made in the financial statements in relation Lo the provision for claims

outstanding.

The Company’s dischosures about the provision for dlxims cutstanding resenes are disclosed innotes 4, 6 and 17 to
the financial statements.

Information Other than the Financial Statements and the Auditor’'s Report Thereon
The Directod: are respandible for the other information. The ather information comprises the Company Infarmation
on page 2, and the Directors” Report including the statement of Directors” responsibilities on pages 3 1o 7, but does

not include the financial statements and our auditer's report thereon,

Except for our opinion on the Directors” Report in accordance with the Companies Act [Cap. 386), our opinion on
the financiad statements does not cover the other information and we do not express any form of assurance

conclusion thereon,

In connectien with our audit of the financial statements, our responsilbility i to read the other information and, in
dolng so, consider whether the other Information is materially inconsistent with the financial statemants or our
knowledge obtained in the sudit of othenrsyise appears to be materlally misstated. If, based on the work we have
parformed, we conclude that there is a material rmisstatement of this other information, we are required 19 repart

that fact. We have nothing to repoct in this regard.

With respect to the Directors’ Report, we also considered whether the Directors” Report includes the disclosure
requirernents of Article 177 of the Companies Act (Cap. 386).

in accordance with the requirements of sub-article 179(3) of the Companies Act (Cap. 385} in relation 1o the
Directors” Report on pages 3 ta 7, in our opinion, based on the work undertaken in the course of the audit:

# The information given in the Directors’ Report for the financial year for wiich the financial statements are
prepared is consistent with the financial statements; and

¢« The Directors' Report has been prepared in accgrdance with applicablbe legal regquirements,
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Infarmation Other than the Financial Statements and the Auditor's Report Therean (continued)
In the light of the knowledge and understanding of the Company and its environment obtained in the course of the
audit, we have not identified any material misstatements in the Directors’ Report,

Responsibilities of the Directors for the Financial Statements

As explained more fully in the Statement of Directors’ responsibilities on page 7, the Directors are responsible for
the preparation of financial statements that give a true and fair view in accordance with IFRSS a5 adopted by the EU
and the requirements of the Companles Act [Cap. 386), and the Insurance Business Act {Cap. 403), and for such
internal contral as the Directors determine is necessary to enable the preparation of inancial statements that are

free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Company’s abifity to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the Directors either intend 0o liguidate the Company or 1o cease operations, or have no real istic

altermative but to do so.

Auditor’s Responsibilities for the Auwdit of the Financial Statemants
This report, including the opinions set out hereln, has bean prepared for the Company's mambers as a body in

accordance with articles 179, 1794 and 1798 of the Companlas Act {Cap. 386).

Dur objectives are to obtain reasonabde assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fravd or error, and to Bsue an suditor’s report that includes eur opinions in
accordance with articles 179, 1794 and 1798 of the Companies Act (Cap, 3B6), Reasonable assurance is a high level
ol assurance, but is not a guarantee that an audit conducted in accordance with 1543 will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of these financial statements.

In terms of article 179A[4) of the Companies Act (Cap. 3B6), the scope of our audit does not include assurance on
thar Future viahility of the Company of on the efficency or effectiveness with which the Directors have conducted or
will conduct the affairs of the Company. The financlal position of the Company may improve, deteriorate, aor
otherwise be subject to change a5 a consequence of decisions taken, or 1o be taken, by the management thereod, or
may be impacted by events occurring after the date of this opinion, induding, but not limited to, events of force

majeun,

As such, pur audit report on the Company’s historical financial statements Is not intended to facilitate or enable,
nor ks it suitable for, reliance by any persan, in the creation of any projections or predictions, with respect to the
future financial health and viability of the Company, and cannal therefore be utilised or relied upon for the purpose
of decisions regarding investment in, or otherwise dealing with [including but not limited to the extension of credit),
the Company. Any decisien-making in this respect should be formulated on the basis of a separate analysis,
specifically intended to evaluate the prospects of the Company and to identify any facts or circumstances that may

be materially relevant thereto,
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Auditor's Responsibilities for the Audit of the Financial Statements [continued)
As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
scepticiem throughout the audit, We alsa:

+  [dentify and assess the risks of material misstatement of the financlal statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion, The risk of not detecting a material misstaternent
resulting from frawd is higher than for one resulting from errar, as fraud may involve collusion, forgery,
Iintentlonal omissions, misrepresentations, or the override of internal controd,

= Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectivenass of the

Company's internal controd,

» Evaluate the appropriateness of accounting policies used and the reasonablensess of accounting estimates and
related disclosures made by the Directors,

¢ Conclude on the appropristeness of the Directors' use of the going concern basls of accounting and, based on
the audit evidence obiained, whether o material uncertainty exists related to events or conditions that may
cast significant doubt on the Company’s ability to continue a5 a going concenn. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to medify our opinion, Qur conclusions are based
on the audit evidence obtained up to the date of our auditor's report. Howsewer, future events or conditions
miay cause the Company Lo cease to continue as a golng concern, Accordingly, in berms of generally accepted
auditing standards, the absence of any reference (o a material uncertainty about the Company’s ability to
continue as a going concern in our auditor’s report should not be viewed as a guarantee as to the Company”s
ability to continue as & going concern.

+  Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the wnderying transactons and events in a manner that
achieves fair presentation,

For the avaidance of doubt, any condusions concerning the adequacy of the capital structure of the Company,

including the formulation of a view as to the manner in which financial risk is distributed between shareholders

and/for creditors cannot be reached on the basis of these financlal statements alone and must necessarily be based
ar a brosder analysis supported by additional information,

W communicate with the Directors regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, ncluding any significant deficiencies in internal control that we identify during our

audir.

We also provide the Directors with a statement that we have complied with refevant ethical requirements
regarding independence, and Lo communicate with them all refationships and other matters that may réasonably

be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with the Directors, we determing those matters that were of most significance in
the audit of the financial statements of the current year and are therefore the key audit matters, We describe
these matters in our auditor's report unless law or regulation precludes public disclosure about the matter or
when, In extremaly rare circumstances, we determine that a matter should not be communicated inoour report
because the adverse consequences of doing 50 would reasonably be expected to outweigh the public interest

benefits of such cammunication.
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Report on Other Legal and Regulatory Requirements

Matters on which we are required to report by exception under the Companies Act
Under the Companies Act [Cap. 386), we have responsibilities to report ta you if in our apinion:

=  Proper accounting records have not been kept;

*  Proper returns adequate for our aedit hane not been received from branches not visited by us;

% The financial statements are nod in agreement with the accounting records and returns; or

= We have beon unable 1o obtain all the information and explanations which, to the best of ouer knowdedge and

belief, are necessary for the purpase of sur aodit,
Wi have nothing to repart o you in respect of these responsibilities,

Auditor tenure
we were first appointed to act as statutony auditor of the Company, following the Company being licensed 1o act as

a general business insurer on 24 October 2007, by the members of the Company on 20 January 2009 for the
financial year ended 30 June 2009, and were subsequently reappointed as statutory auditors by the members of
the Company on an annual basis. The perlod of tetal uninterrupted engagement as statutory auditor since the
Company became a public interest entity Including previows reappointments of the firrcovers financial periods

totalling 12 years and & manths.

Consistency of the audit report with the additional report to the Board of Directors
i audit opinion is consistent with the additional report to the Board of Directors in accordance with the

previsionsd al Aricle 11 of EU Regulation Mo, 537,/2014,

pdark Giorgio as Dérector

in the name and on behalf of

Deloitte Audit Limited

Registered auditos

Central Business District, Birkirkara, Maha.

8 April 2022
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