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This Solvency and Financial Condition Report (SFCR) has been prepared to allow IDA Insurance Limited
(‘IDA" or ‘the Company’) to comply with the Pillar I§ reporting requirements under Directive
2009/138/EC and Associated Regulations (‘the Salvency Il Directive).

IDA Insurance Limited maintains a robust system of governance which is commensurate to the nature,
scale ad complexity of the Company’s activities and its risk profile. The system of governance revolves
arcund the Board and its Committees the Investment Committee and Risk and Compliance Commitiee;
with key functions outsourced to external service providers in line with the Company’s Quisourcing
Policy. The mainstay of the system of governance is risk management system: which is designed to
ensure that all the material risks are Identified; and that policies and procedures are in place to assess
their potential impact and te adequately report them, so that they can be managed or mitigated.

This financial period is from 1st January 2021 to 31st December 2021. During the period under review,
the Company registered a loss after tax amounting to €1,148,963 (ioss after tax for the year ended
31st December 2020; €275,151 (restated}). Direct premiums written by the Company during this
period amounted to €4,616,609 (31st December 2020 € 4,151,875). Claims performance detericrated
with claims incurred net of reinsurance for the pericd amounted to €2,099,501 compared to
£1,315,997 for the year ended 31st December 2020.

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

Geing forward, the Company is expected to continue meeting the Solvency Il regulatory capital
requirements based on the latest audited SCR calculations as at 31st December 2021 and those
resulting from the 2021 Own Risk and Solvency Assessment.

IDA’s internal capital target is to held 140% of its Pillar 1 Minimum Capital Requirement.

On an annual basis, the Board considers whether a dividend should be paid to remit any surplus capital
o its parent entity.
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Section A — Business and Performance

A.1 Business
Legal Form

The Company was incorporated in Malta on 8th July 2005 and is a 100% subsidiary of DAN Europe
Foundation, a non-profit Emergency Medical Organisation. DAN Europe (Divers Alert Network Europe)
is an international non-profit medical and research organisation founded in 1983, dedicated to the
health and safety of the global dive community. DAN helps divers and their families by providing
emergency medical assistance, promoting dive safety and conducting vital research. DAN also offers
education, products and services to beginners, experts and all kinds of explorers in between. The DAN
network protects what good divers value most; the ability to explore hidden worlds in safety.

DAN Europe
Foundation

‘ |
DAN Europe SRL VING Saftey
DAL Ltd
(Registered in Italy) Acedamy Ltd
|

WINGInsurance [l 10 Swiss Branch

Brokers Ltd

H S Switzerland)

Registered Office and Registered Number

Registered Office: DAN Building, Sir Ugo Mifsud Street, Ta’ Xbiex, Malta
Registration Number: C36602

Regulator

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

Malta Financial Services Authority
Triq I-Imdina, Zone 1,

Central Business District
Birkirkara,

CBD 1010,

Malta

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

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

Deloitte Audit Limited
Deloitte Place,

Trig L-Intornjatur,
Central Business District,
CBD3050

Malta.

Partner: Mr. Mark Giorgio
Risk Profile

IDA is authorised to offer classes of insurance business namely, accident, sickness, fire and natural
forces, other damage to property, general liability, legal expenses and assistance. Furthermore, it is
authorised to provide insurance under EU's Freedom to provide services in another Member State in
Austria, Belgium, Bulgaria, Croatia, Cyprus, Czech Republic, Denmark, Estonia, Finland, France,
Germany, Gibraltar, Greece, Hungary, Ireland, Iceland, Italy, Latvia, Liechtenstein, Lithuania,
Luxembourg, Netherlands, Norway, Poland, Portugal, Romania, Slovakia, Slovenia, Spain, Sweden, and
United Kingdom.

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

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

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

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

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

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

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

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

e Club Member (Club Member and Club Member Plus} products that are designed for dive centres
and are intended for both instructors and students Family Plans (Family Sport and Family Mix)
products, which are suitable for family members, including both recreational and professional
divers.

Significant events in the reporting period

e DA insurance Limited acquired all the shares in VING Insurance Brokers Ltd from its parent;

A.2 Underwriting Performance

The Company's main products and the ways in which it manages the associated risks are as follows:
Emergency medical, personal accident, repatriation and travel assistance

These policies offer insurance cover for emergency medical, personal accident, repatriation and trave!
assistance anywhere in the world. As such the claim costs 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 paolicies are occurrence-based wordings. Therefore, the Company is liable to all insured events
that occurred during the term of the contract, even if 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 arid 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 uncertainty.

Legal defence

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

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

During this financial period, the Company reparted gross written premiums of €4,636,129. Claims
incurred during the financial period amounted to €£1,506,295. :

This year, the Company closed the financial year with an underwriting profit of €489%,328 broken down
as follows:
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The primary drivers for the results were the following:

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

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

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

Total claims outstanding as at year end stood at €3,102,842 whilst the IBNER stood at €53,131 and
IBNR at €416,736. There were no further changes to the commission rate.

There were no further changes to the Rl structure for Liability during the UW year.

Line of Business for: non-life insurance and
reinsurance obligations {direct business and
accepted proportional reinsurance) Total
Medical expense liability Legal expenses

insurance insurance iNnsurance
Premiums Written
Gross - Direct Business 3,066,623 1,103,595 241,672 4,411,890
Gross - Proportional reinsurance accepted 111521 84,742 8,456 204,719
Gross - Non-proportional reinsurance accepted 0
Reinsurers' share 975 000 975,000
Net 3,178,144 213,337 250,128 3,436,890
Premiums Earned
Gross - Direct Business 2,931,166 106,824 232,315 3,270,305
Gross - Proportional reinsurance accepted 1]
Gross - Non-proportional reinsurance accepted
Reinsurers' share 430,936 430,936
Net 2,500,230 106.824 232,315 2,839,369
Claims Incurred
Gross - Direct Business 1,252,785 243,884 9,615 1,506,295
Gross - Proportional reinsurance accepted
Gross - Nen-proportional reinsurance accepted
Reinsurers’' share 235,554 235,554
Net 1017232 243,854 3.615 1,270,741
Change in other technical provisions
Gross - Direct Business (14,919) 473,114 42,235 500,430
Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurers' share 319,294 8,966 328,260
Net 304,375 482,080 42,235 828,690
Expenses incurred 787,019 351,510] (1,433} 1,137,086
Other expenses
Total expenses | 1,137,096
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Income Statement — Technical Account

Statement of Profit or Loss and Other

Comprehensive Income ~ Tachhical Account

For the Yesr Ended 31 Decernber 2021

IDA Insurance Ltd 2021

Wolaz

Eamedl premivms, net of refasuranes

Gross prensits writlen 7
Oulivard reinsurarce premiums 17
Irowrsnd REfomRranGE premium Lk

el prewdums verillen

Change in gross prowision for unearned premiums
Change in provision for sneernad premiyms,
Retnsurer's shere

Earmed prealunts net of reinsaranace

Profit conimission

Alocsbted inwestient setunn lrensferrad
fram e non-techiniesl account &

Tokal tezhninal income
Clainys incurrad, net of reinsurance:
Glaims paic

- Gsozs ameound
- PReinsurad's share

Change fn the peovision for olalms
- Gross seaourd
- Reinauner's share

Clatms inourred, net of reinsurance
el operaling expenses -]
Tofal teelnicatl eharges

HSalanoe o fhe tachnical aeoousnt
for genaral business {pags &)

Uee Chaiex
2t 20240
{Restated)
EUR EUR
4 4lt1,880 4,151,878
@FEE0W  {2,081,705)
20,8718 168,251
3,641,108 2,216,421
$390,3245 803,407
430,934} (552, 768)
821,260 200,852
* 819,848 2536 573
67,089 TEECS
2,584 ferd |
2838 498 2,605,849
1,506,255 2482 187
236 664 {1,002,140
1,270,749 1,370,047
560,50 (46, 487)
328,968 102,407
28 TER 54,0568
2,058,507 1,316,007
1,127,086 1,508,044
%244 5897 2,835,058
1347 40 {219,188
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A.3 Investment Performance

8.

fnvestwient income and charges

IDA Insurance Lid 2021

2020
EUR

12,727
88 865
33,518}

f445)

725

a7

G554

2021
EUR
Inyestment gains:
Inferest income on bank deposits: 15,506
Infercnt incamne on financial assels 78,880
Raafized lozsf gain an sale ol investmonls {6,444)
Excivange gain 7,644
25 6592
Analysed balweean:
Sllocated ivvasiment refum tranafzrred to the general
husiness technical accournd 2,586
Invesiment return: incladed @ the non-technical
account a3,006
95,592

7,625
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A.4 Performance of other activities

Statement of Profit or Loss and Other

Comprehensive Income — Non-Technical Account

Far the Year Ended M Decenbar 2021

IDA Insurance Ltd 2021

Notes
Balance an technical aeepvnt
for general business {page 8)
Tavastnient income b
Investment expensas and cliargey 2
Allocated investmient return transferved to
the general busingys techhical accouat E
Qiher income
Neat oporating expantes g
Loss before tax
Incone tax credit 12

Loss fow the year

Other compreliensive income

Ttems that may be reclassified subzequently
te prefit or loss

Ctain on available-for-uale

financial agsats, net of deferred tax

Total comprehensive loss for the year
attributable to ordinary shareholders

A.5 Events after the reporting period

2021 2020
{Restated)
EUR EUR.
{347,181) {219,189)
04,306 101 582
1,1%6 {93,967
{2,586) 1y
68,007 10924
(1,294,796) (3827153
(1,480,794) (384,326
331,831 309,175
(1,148,953 {273,1513
507 44,315
(1,148,065} (230.836)

On 24 February 2022, Russian troops started invading Ukraine. The ongoing military attack has led,
and continues to lead, to significant casualties, dislocation of the population, damage to infrastructure

and disruption to economic activity in Ukraine.

In response, multiple jurisdictions, including the EU have imposed economic sanctions on Russia,

In light of the above, the directors therefore consider that the company continues to be a going
concern since there is no material impact on the company financial statements.

A.6 Any other information
COVID-19 impact
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The spread of COVID-19 has severely impacted many local economies around the glebe through the
year. Measures taken to contain the spread of the virus, including travel bans, guarantines, social
distancing, and closures of hon-essential services have triggered significant disruptions to the diving
community, In the year 2020, the COVID-19 pandemic has resulted in a reduction in premiums written
by the Company which were mostly limited to the months in which all diving activities were suspended.
n 2021, in line with expectation the reduction in written premiums started being rectified since a
number of people/countries become immune to the virus with the help of the vaccine.

Within the year 2021, travelling activities were carried out and clients renewed their policies as diving
and travelling activities started being carried out with more ease. As at the date of this report, the
Company has not incurred significant claims {medical expenses) arising from COVID-19. The pelicies
written by the company have now been updated to exclude Pandemic Diseases, prior to this such
claims were being covered subject that the insured travelled abroad befere the Governments issued
travel warnings. Such cases have been noted as minimal; moreover, it has been noted that the claims
incurred from the impacted period reduced due to the restriction in diving activities. The Directors
therefore consider that whilst the Company's profitability have been impacted during 2020 and in
2021; when combined with the Company's overall liquidity and solvency position, the Company
continues to be a going concern.

Section B — System of Governance

B.1 General information on the system of governance

The Board of Directors has adopted a supervisory structure to suit the requirements of IDA's
operational needs. This structure grants the required flexibility that leads to an efficient
decentralization of selective decision making while ensuring that responsibility for overall governance
rests within the Board. The Board and Committees are comprised of a mix of Non- executive Directors
and Executive Directors who meet on a regular basis typically on a quarterly basis.

The Managing Director and the Senior Manager assisted by the Insurance Manager oversee all
activities undertaken and escalates material matters to the Board.

IDA simplified organisation and governance chart is illustrated below:

N -

_:.._ O “i:’ T -
=) () [ (]

i
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B1.1 Board of Directors

The Board of the Company is of sufficient size and expertise to oversee adequately the operations of
the Company. The composition of the Board has been designed to ensure:

that it can adequately discharge its responsibilities and duties;

that it has a proper understanding of, and competencies to deal with, the current and
emerging issues of the business;

that it can effectively review and assess the performance of outsourced arrangements.

The following were members of the Board at 31 December 2021:

a & & & & »

Prof Alessandro Marroni {Chairman)

Dr Iro Cali Corleo {Managing Director)

Dr Filomena de Angelis (Executive Director)

Ms Laura Marron] {Executive Director)

Dr Matthew Bianchi {Independent Non-Executive Director)
Ray Mercieca {Independent Non-Executive Director)

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

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

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

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

System of governance - this includes risk management and control, which means the
awareness and understanding of the risks the undertaking, is facing and the capability of
managing them. Furthermore, the ability to assess the effectiveness of the undertaking's
arrangements to deliver effective governance, oversight and controls in the business and, if
necessary, oversae changes in these areas;

Financial and actuarial analysis - the ability to interpret the undertaking's financial and
actuarial informaticn, identify key issues, put in place appropriate controls and take necessary
measures based on this information;

Regulatory framework and requirements - awareness and understanding of the regulatory
framework in which the undertaking operates, and the regulatory requirements and
expectations relevant to it and the capacity to adapt to changes which stem from the
regulatory framework without delay.
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The Beard of Directors is made up of a mix of Executive Directors, Non-Executive Directors and
Independent Non-Executive Directors.

The Reles and Responsibilities of the Board are the following:

Provide entrepreneurial leadership of IDA within a framework of prudent and effective
controis which enable risk to he assessed and managed.

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

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

Comply with the Memorandum and Articles of Association of the Company.

Comply with requirements set out in the Maltese Companies Act and Maltese Insurance
Business Act {Cap 403) and comply with the General Good Regquirements for all classes of
business in each country within which IDA is operating.

Assume responsibility for the day-to-day conduct of IDA's business. Clearly and appropriately
apportion significant responsibilities to the [nsurance Manager and other third-party

providers.

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

Review and approve business submitted by the Internal Contro! Working Group Risk
Management & Compliance Commitiee and the Investment Committee.

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

Ensure that assets are invested in line with the Prudence, Persons, Principle and in a manner
that is appropriate to the nature and duration of the insurance liabilities

Oversee the claims process and claims provisions

Meetings of the Board

Meetings of the Board of Directors {BoD} are held no less than four times annuatly but are also
held as frequently as considered appropriate.

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

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

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

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

Quorum
The guorum for decisions of the Board is three,
Attendance

1, The Chairman presides on each board meeting held.

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

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

Decisions/noting

1. The directors meet for the dispatch of business, adjourn or otherwise regulate their meetings, as
they think fit, Questions arising at any meeting are decided by a 4/5th majority of votes.

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

3. In the case of round robin approvals, aresolutionin writing, including through the medium
of electronic facsimile, approved by all members, is asvalid and effectual as if it had been passed

at a Board meeting duly called and constituted.
4. Such a round robin approval is tabled at the next meeting for noting.

Minutes

1. Detailed minutes of all Board meetings are prepared with all decisions, discussions and points for
further actions being documented. Abstentions or negative votes are documented in terms
acceptable to the abstaining or dissenting person or negative voter. The minutes of meetings
provide sufficient detail to evidence appropriate Board attention, the substance of discussions and
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their outcome and are agreed at the subsequent Board meeting. Minutes also document the

attendance or non-attendance of members of the Board.

2. Minutes of all Board meetings are taken by the Company Secretary and are circulated to all

directors for review in a reasonable timeframe after each meeting.

3, The final draft of the Board minutes of a meeting are presented to the Board for approval at
the next Board meeting. If approved the minutes aresigned by the Chairman of the Meetingand
kept atthe Company's registered address.

Information on Remuneration Policies and Practices

The governance framework includes a Remuneration policy for defining the remuneration practices
of the Company designed to support the Company's risk appetite, strategy, objectives and values.

The Board of Directors is responsible for the Remuneration Pelicy and the regular review of the Policy.

The Remuneration Policy applies to all levels of the organisation and categories of employees
including Directors. It contains specific arrangements that take into consideration the roles of the
members of the Board, persons responsible for key functions, senior management, and personal
undertakings that involve significant risk taking and other employees. It further extends to the

arrangements with any outsourced parties involved in the distribution of the Company's products.

The Remuneratien Policy reflecté the Company's objectives for good corporate governance as well as
sustained and long-term value creation of the shareholders. The Remuneration Policy does not
excessively reward short term profits and discourages incentives to take onrisksthat are notin line
with the Company's risk profile. This can undermine the sound and effective risk management
framework, exacerbate excessive risk-taking behaviour and the protection of the policy holders.
Hence the performance criteria, including non-financial performance factors such as goals and criteria

relatingto effective risk management practices are considered.

The salary is made up of a fixed component namely salary and benefits. The fixed component
represents a significant and sufficiently proportion of the total remuneration and thus avoids that the

employees are any way dependent on the variable component.

Variable components are discretionary and fully flexible as opposed to a contractual entitlement. It is
based on performance and are capped at a maximum limit set by the Company, The Company has the

right to withhold bonuses where its financial objectives have not been met.

Performance based remuneration is alighed to an assessment of the strategic priorities of the Company

which promotes sound risk management, the strengthening of long-term customer relations and the
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value of the business, Non-financial factors are taken into consideration, Persons responsible for a key

function are not eligible for performance-based remuneration.

Currently the Company has no arrangements applicable to supplementary persons or early retirement

scheme for members of the Board,

B1.2 Investment Committee

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, asset and counterparty limits as well as currency
restrictions.

IDA Investment Committee (IC} has been established as a committee of the Board and is comprised
of the Managing Director, an independent non-executive director and an independent investment
advisor. A third-party Investment Manager, duly appointed by the Board of Directors also attends
every meeting. The quorum for the meetingis two members presentin persen.

The objectives of the Commitiee areto:

1} Prepare and submit for approval by the Board, and thereafter communicate to the Investment
Manager, the basic investment strategy and policy for the Company, after considering the
relative recommendations submitted to it by the Investment Manager.

Such recommendations are based on, inter-alia:

+ considaeration of the Company's cash flow projections, and forecast assets and liabilities,
which the

s Insurance Manager shall determine in conjunciion with the Manager;

* compliance with relevant statutory and regulatory solvency requirements as agreed with
thelnsurance Manager;

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

e the Company's credit, market and liquidity risk policies, and the performance benchmark
as recommended by investment manager and approved by the Investment Committee;

s 3 considered view of future investment prospects. '

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

3) Monitor the investment activity and performance of the Investment Manager and their
ongoing ability and suitability to provide the appropriate services, and to recommend

appropriate action to the Board where necessary.
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4) Review and determine any limits, authorities and procedures that are relevant to the effective
execution of investment policy, and advise the Board accordingly.

The Board supports the Investment Committee in attaining its objectives, and procures that the
responsibilities of the Investment Manager will similarly include providing such support to the
Investinent Committee in any form thatit may bereasonably required.

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

5) The Committee reviews the performance of the portfolio in line with the investment
parameters set cutin the Asset Allocation policy

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

Committee in writing signed by all the members of the Investment Committee shall be equivalent
to a meeting of the Committee.

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

Any decision in respect of recommendations submitted to the Company by the Investment
advisors, require the consent of all the members of the Investment Committee. A written record
of such decisions is maintained in relation to each recommendation and maintained in relation
to each recommendation and are submitted to the Company, and such records are made
available to all members of the Investment Committee.

B1.3 Risk Management & Compliance Committee

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

The purpose of the Risk Management & Compliance Committee is to have overall responsibility
for establishing a strategic approach to Risk Management & Compliance across the organisation,
ensuring that the approach s pro-active, The Committee is also responsibkle for the overall co-
ordination of Risk Management & Compliance activity. It ensures that the necessary processes are
in place to achieve compliance with statutory reguirements and to protect the Company's
policyholders, staff and assets. Risk Management & Compliance is an integral part of the
Company's strategic and operational objectives.

The Risk Management & Compliance Committee is established in accordance with guidance set
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out by the Regulator and the obligations under the present corporate governance standards. it
is sufficiently robust to evolve in compliance with Solvency Il requirements when there are
reguired to be implemented.

The Committee is one the Committees of the Board authorised to make executive decisions
regarding the management of risk and compliance with regulations. The Chairman of the

Committee reports to the Board at every board meeting and provides an update of the salient
matters discussed during the Risk Management & Compliance meetings which are held on a
quarterly basis in the same month prior to the Beard meeting.

The Committee

1

9.

. Agrees, menitors and ratifies the Company's Risk Management & Compliance strategy and policies.

The Committee {s made aware of all policies approved under the Insurance Financial Risk, Non-
Insurance Financial Risk, Non-Financial Risk, Internal Control, Compliance and Outsourcing
policies and of any material decisions taken by the Investment Committee or the Internal
Contro! Working Group and ensure the policies are implemented effectively, reviewed, updated
and approved;

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

. Assists the Boardin defining acceptable risk within the organisation and propose the Company's

risk appetite statement;

Ensures that adequate organisational systems are in place for implementing, monitoring and
reviewing assurances on controls;

. Makes recommendations to the Board on prioriiy risk areas and on the appropriate action

requiredto avoid or mitigate theserisks;

. Oversees, identifies and implements the Risk Management & Compliance actien plan and risk

registers;

Receives information from any director or officer highlighting any "high" risk areas of concern
outside the rolling programme of risk register reviews.

Reviews and approves the risk registers;

10.Monitors and reviews the Company's internal control framework and monitors the assurances

detailed within the document;
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11. Designs, manages and implements the Company's insurance and claims, Risk Management &
Compliance strategy to assess and anticipate trends and developments and makes
recommendations on appropriate actions or improvement;

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

13, Review all documentation is in line with the Company's product governance and oversight
arrangements prior to its approval by the Board of Directors.

14. Approve any changes to existing insurance products or new insurance products ensuring that
the products are in line with the Product Oversight Governance requirements, prior being
presented to the Board for approval.

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

The Risk Management & Compliance Committee receives reports from the Risk Management Functicn
Underwriting Function, Claims Function and Compliance Function at each Committee meeting,

Appointed members are required to attend the Risk Management & Compliance Committee ona
regular basis. No more than two meetings should be missed in any one year unless due to
extenuating circumstances. Should a Committee member not be able to attend the meeting, the
meeting shouldif possible be postponed to another day provided it is still possible to make it in

time to report to thesubsequent board meeting,

The effectiveness of the Risk Management & Compliance Committee is monitored through the
following:

1. Committee minutes to be monitared bythe Board;
2. Internalaudit;
3. Associated action plans related to the internal controls' framework

The Secretary of the Committee is a representative from the Insurance Manager who attends all

meetings and prepares minutes.

B1.4 Internal Control Working Group

Given the size, the Company is exempt from having an Audit Committee however it has set up an
Internal Conttol Working Group with the following objectives:

1. Monitoring the integrity of the financial statements of the Company, independent auditors
gualifications and independence, performance of the Company's independent auditors,

appropriateness of the Company’s internal data, systems and controls, compliance by the
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Company with legal and regulatory requirements relating to audit and financial reporting
functions and Company's internal audit and risk management functions.

2. Reporting to the Board on the foregoing and to assist the Board in considering and adopting
accounting policies.

The Working Group is composed of such Directors as may be recommended to the Board who after
considering its Corporate Governance and the requirements and guidelines and obligations
under Solvency Il has nominated the Chairman of the Company, an independent non-executive
director and an executive director.

A representative from the Insurance Manager acts as secretary for the purpose of the Working
Group meeting who attends all meetings and prepare minutes.

The quorum for the meeting is one plus the Chairman of the Working Group. The Working Group
Respansibilities are:

1. To make recommendations to the Board to appoint, dismiss, agree compensation of and
oversee the work of theindependent auditor in connection with conduct of the audit, issuing
an audit report and retated work {including liaising between management and the auditor
regardingfinancial reporting), including:

. Reviewing the experience and qualifications of the independent audit firm and the
seniormembers of the independent auditor team;

® Obtaining and reviewing a report frem the independent auditor at least annually
regardingthe auditors internal quality-control procedures,

. Fvaluating the performance of the independent auditor;

. Presenting its conclusions on the preceding point to the Beard, taking any actions
deemed necessary or desirable by the working group to satisfy itself as to the
qualifications, performance and independence of the independent auditor, and
making any recommendations to the Board concerning such matters as the working
group deems advisable;

® Meeting with the independent auditor prior to the audit to discuss the planning and
staffing of the audit;

. Receiving direct reports from the independent auditor in connection with conduct
of theaudit, issuingan audit report andrelated work;

. Reviewing and agreeing the independent auditors annual engagement letter (including
terms of remuneration); and

° Assessing tha effectiveness of the audit process.

2. Toreceive, and take any appropriate action in relation to, all reports and other communications
which the independent auditor is required to make to the working group, including timely
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reports concerning:

. Al} critical accounting policies and practices to be used;

. All alternative treatments of financial information within generally accepted
accounting principles that have been discussed with management of the Company.

] Ramifications of the use of such alternative disclosures and treatments, and the
treatment preferred by the independent auditor; and

. Other material written communications between the independent auditor and the
management of the Company, such as any management letter or schedule of unadjusted
differences.

3. To review and discuss with management and the independent auditer the annual audited
financial statements {and where practicable any other material public or regulatory
financial statements), including disclesures made in management's discussion and analysis
and the audit representation letters, and recommend to the Board whether the audited
financial statements should be approved.

4, To discuss with management and the independent auditor significant financial reporting issues
and judgements made in connection with the preparation of the Company's

financial statements,

5. To discuss with management and the independent auditor the effect of regulatory and

accountinginitiatives.

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

7. To monitor the independence of the independent auditor, including:
3.Evaluating the independence of the independent auditor, including whether the
provision of non-audit services is compatible with maintaining the auditors
independence;
4.Approving or disappraving any engagement by the Company or its subsidiaries of the
independent auditorteo perform any non-audit services, subject to ademinimisthreshold

of €2,500; and

8. To monitor the integrity of the Company's financial and other internal controls.

9, To oversee and monitor the documentation the reports and documents produced hy the rislks
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management commitiee,

To receive from management reports on the effectivenass of the internal contral and risk
management systems, and the conclusions of any testing carried out by internal and
external auditors.

To review and approve the statements included in the annual report in relation to internal

control and the management of risk
To monitor and review the effactiveness of the internal audit function, and to approve the
appointment or termination of the internal auditor.
To review and discuss with management the reserving methodology and process of establishing
the Company's reserves, together with internal or external reports or studies.
To receive reports from the Company's Head of Compliance, on compliance related matters
including any material compliance breaches.
To recommend to the Board for adoptien a procedure for the receipt, retention and treatment
of complaints received by the Company regarding accounting, internal accounting controls, or
auditing matters, and the confidential, anonymous submission by employees of concerns
regarding questionable accounting, auditing or other matters,
To meet at least quarterly.
To make regular reports to the Board.
To review and reassess the adequacy of these objectives and its own performance annually and
recommend any proposed changes to the Board for approval,

To provide a statement about its activities for the annual report.

Working Group Authority

1. TheWorking Group hasthe authority reasonablyrequiredto enableit to discharge the Working

Group Responsibilities.

2. The Working Group has the authority to engage at the Company's expense independent counsel

and other advisors as it determines to be reasonable to carry out the Working Group's
Responsibilities

3. The Working Group has the authority to require any officer or employee of the Company, of the

Company's outside counsel or independent auditor to attend a meeting of the Working
Group or to meet with any members of, or consultants to, the Working Group.
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4. The Working Group may form subcommittees and delegate authority to such subcommittees
or an individual member of the Working Group when appropriate.

5. The Responsibilities and Authority of the Working Group do not include the obligation to plan
or conduct audits or to determine that the Company's financial statements and disclosures
are complete and accurate and are in accordance with generally accepted accounting principles
and applicable rules and regulations. These are the responsibilities of management and the
independent auditor, as applicable. It is also not the responsibility of the Internal Controls
Working Group to set ar determinethe adequacy of the Company's reserves.

Managing Director

The Managing Ditector is empowered to exercise the authority of the Board between board
meetings and has delegated authority in all issues, except matters raserved for the Board.

Representatives of all the key functions and businessas that either provides services to, or use, IDA
are members of the executive group which provides a forum for ensuring:

. Issues are raised, debated and solved (being escalated to the Board where necessary)
. Proposals are discussed and shared across the stakeholder network
. Matters to be raised for decision at the Board are communicated and support gained

B1.5 Management Working Group

The Company has appointed a Management Working Group (the “Working Group”) to promote a
communication flow between the Finance Function, the Claims Function and the Risk Management
Function with the Actuarial Function.

Constitution and Composition of the Working Group

1. The Working Group is composed of such members as appointed by the Board. There is a
minimum of four {4) members.

2. The current Working Group comprises:
¢ The Finance Function
* The Actuarlal Function
¢ The Risk Management Function
e The Claims Function

3. Arepresentative from the Insurance Manager attends the Working Group.

4, The Swiss Branch Actuarial Function is asked to attend the meetings on a quarterly basis.
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5. The Working Group may also include from time to time, in an advisory non-voting capacity,
other professionals where their specific technical skills and support are required.

6. The Working Group members may nhominate other individuals to attend in their stead as their
alternate subject to adherence to the membership structure set out above.

Working Group Responsibilities

The Working Group’s responsikilities are as follows:

a) Ensuring effective implementation of any established Board policies relating to the
activities of the Company as follows:
o Actuarial Policy
o Risk Management Policy
o Reserving Policy
b} Assess the impact of the launching of new products or new lines of business on the
financial results and solvency of the Company
¢} Monthly monitering of claims and claims reserving, including claims triangulations
d) Discuss possible scenarios that could be run as part of the ORSA,
e) Discuss matters relative to accuracy, reliability and completeness of data.

The Chairperson of the Working Group is responsible for leadership of the Working Group, including
preparing the agenda, presiding over Working Group meetings and making Working Group
assignments, The Chairperson of the Working Group reports to the Compliance and Risk Working
Group at every Working Group Meeting and provides an update of the salient matters discussed during
the Working Group meetings which are held oh a monthly basis in the same month prior to the CRC
meeting.

Related Party Transactions

During the year the Company entered into various transactions which are subject to common
control. All transactions areconducted within the normal course of business.

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 is 26, Fidiel Zarb Street,
Gharghur, Malta. Ving Insurance Brokers is the subsidiary of the Company, holding 100% of the
Ordinary Share of VIB.

During 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, whichis the
Company's subsidiary. The transactions with the broker are included with "other related
parties", defined below.

Page 25 of 97



IDA Insurance Ltd 2021

The related party transactions in question were:

2021 200203
Related Related
party Total parly Total
activity  activity activity ackivity
EUR EUR % EUR EUR %
Cither operatlng incoma
Refated party transaclions with:
- Olher telated partias 53114 121,211 A 260,795 263,704 o9
Acquisition costs
Related party transactions with:
- Qthar related parfies 583,045 591,928 98 540,922 546,120 2]
Adminigtrallye expenses:
Ralatad pany transaclions with:
« Paront company
and other relaled parties 105,202  $72994 20 354,905 1,063,585 34

"Other related parties" consist of related parties other than the parent, entities that are controlled
or jointly controlied by, directly or indirectly, key management persennel of the Company.

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 received. The
amounts were unsecured and interest-free. The amounts due from the parent is expected to be
extinguished through structured cash settlements over a period of seven years.

Key Functions

The Company complies with the requirements under Solvency I! and the Fithess & Probity Standards
to ensure that Key Functions are held by persons with the appropriate knowledge, experience and
competence. The following Key Functions are outsocurced by the Company:

Risk Management Function

Risk management lies at the heart of the Company's business activities. The adopted risk appetite
reflects the articulated risk profile set by the Board through its risk-return profiling of the
identified key risks.

The Board is assisted by Willis Towers Watson Management (Malta) Limited being the outsourced
service provider of this Functicn in executing the risk management strategy laid down by the
Board,in developing arisk management framework of the company's risk appetite, limits and
tolerances, in establishing internal risk management structures, and in ensuring that the necessary
resources areavailable and dedicated to achieving the risk management objectives. The Risk
Management and Compliance Committee chaired by Mrs Laura Marroniact as oversight.

furthermore, Willis Towers Watson Management {Malta) Limited also assists the Board and other
functions in assessing and defining the risks existing in specific risk areas and from those assessments
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developing written risk management policies and procedures to manage those risks. it also assists the
Board in assessing the company's capacity to absorb risk with due regard to the nature, probability,
duration, correlation and potential severity of risks, including looking at risks from different
perspectives, such as by territory. It also seeks to identify and assess emerging risks and advise the
Boardthereon.

Acceptable risk limits for each risk type are determined to facilitate control mechanisms to ensure
that limits and procedures are adhered to, and that the company is operating within the risk
appetite parameters set by the Board.

As the Company operates in a dynamic business environment it is alert to changes in the Company
and in the enviranment in which it operates and modifies the Risk Management system as necessary.

Compliance Function

The Compliance Function is outsourced to Willis Towers Watson Management (Malta) Limited,
with Ms Marie Louise Cassar being the Compliance Officer and the Risk Management & Compliance
Committee chaired by Mrs Laura Marroni acting as Beard oversight.

The Compliance Officer's role and responsikilities include the following:

1. To identify the legal, regulatory and statutory code requirements, under which the undertaking
isauthorised and licensed to operate;

2. to establish and oversee the establishment of controls, policies and procedures, and to wark with
other business areas within the undertaking in embedding these controls and policies, thus
ensuring that adequate record-keeping is evident to comply with the regulatory requirements
oh a continuous basis;

3. to monitor or oversee the monitoring of activities of the firm on a risk basis consistent with the
controls and procedures in place and to report to the Board and senior management of the
undertaldng on same;

4. to advise the Board and senior management of the undertaking of new and impending
regulations and standards and of the implication for the firm of compliance with these new
requirements;

5. to assist the Board and the senior management of the undertaking in the design and
implementation of controls necessary to meet the standards in this Policy;

to prepare the Compliance Policy and the Compliance Plan, to implement the Compliance
Audit Statement and ensure that they are agreed and approved by the Board on an annual
basis;
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s 1o liaise with the Regulator in relation to regulatory reporting and/or regulatory visiis or
inspections, also in relationto errors or breaches of requirements;

+ to make representations to the Regulator and to oversee the development of the necessary
procedures or alterations to existing procedures to meet any new regulatory obligations or
requiremaents;

e to reporttothe Boardat eachBoard meeting/quarterly on the standards of compliance of the
Company with its Compliance Obligations and on the findings of the Compliance Audit
Statement;

e to ensure that breaches on internal control procedures and systems or conditions of
autharisation imposed upon the business of the Company are not permitted and notified to
the Boardand the persons concerned if identified;

»  to notify the MFSA of any breach of the conditions of its authorisation upon becoming aware of
suchbreach;

e to promote a "culture of compliance” by example and by clear and well directed
cormimunication within the Company;

e  to assess the training needs and agree a training plan with those individuals who require
compliance competencies as part of their roles; and

e to review products, procedures and systems on a planned basis from the viewpoint of
effective compliance and to advise asto steps necessary to ensure compliance,

Actuarial Function
The Company's Actuarial Function is currently outsourced to Marsh UK Limited with Profs Alessandro

Marroni acting as oversight.

The Actuarial Function is carried out by persons who have an appropriaie knowledge of actuarial and
financial mathematics, commensurate with the nature, scale and complexity of the risks inherent
in the Company, and who can demonstrate their relevant experience with applicable professional
and other standards in line with the Company's Fitness and Probity Policy and the Malta Financial

Services Authority's rules and regulations.

Internal Audit Function

The Internal Audit Function is an outsourced service, provided by a third-party audit firm {(Mazars
Consulting Limited) with Mr Ray Mercieca acting as oversight. The Internal Audit Function's
mission is to independently examine and evaluate the functioning effectiveness and efficiency of

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

The activities of the Internal Audit function are designed to provide advice to management in
improving the internal control environment, monitoring the implementation of strategic control

initiatives and managements remediation activity. The Internal Audit Function provides a formal
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report to the Board at least annually. The findings of Internal Audit reviews conducted are
discussed with and challenged by the Board and an action plan is agreed upon to remediate any

issues identified, along with a timeline for completion.

B2. Fit and Proper Requirements

The Company ensures that its Directors and Officers are fit and proper to ensure the sound and

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

Persons for the purposes of its Fit and Proper Policy:

1. The Board of Directors of [DA;

2, The Members of the Investment Committee, the Risk & Compliance Committee and the
Internal Control Working Group of IDA;

3. any advisor of the Board of Directors of IDA;

4, the persons who effectively run IDA;

5, any person performing a key function of IDA including perscns performing the function under
ah outseurcing arrangement; and

6. any other personnel of IDA for the time being or from time to time prescribed by regulation or
identified by the Board as beihg subject to fitness and propriety requirements,

The Company considers the key functions te be the following:

Risk Management;

Compliance;

Internal Audit;

Actuarial;

Insurance Distribution directive responsible as per the Insurance Distribution Directive
requirement

. any other key function identified by the Board as important or critical in 1DA's system of
governance considering the nature, scale and complexity of its business and
crganisational structure.

« & & & &

The Company's Fit and Proper Policy aims to ensure that no person is appeinted to or confirmed in a
Relevant Parson role unless they have been appropriately assessed by IDA to be fit and proper for the
role in accordance with regulatory requirements referenced in the Company's policy. The
principlesfor achieving that objective are:

Fithess:

1. EveryRelevant Person must befit for their role and responsibilities and hold the qualifications,
knowledge and experience relevant and necessary to ensure that the role is managed in a
professional manner with the necessary degree of management and technical competence,
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2. The members of the Board of IDA collectively must possess at least qualification, experience
and knowledge:
»  of insurance and financial markets relevant to the operations of the Company;

»  of the business strategy and business model of IDA;

+  of IDA'ssystemofgovernance;

®  to perform required financial and actuarial analysis in respect of IDA;
»  of the regulatory framework and requirements applicable to the Company; and

generally to be ableto provide for the sound and prudent management of DA,

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

Propriety:

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

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

Each Relevant Person shall complete a Fit & Proper Questionnaire and submit to the Compliance
officer.

Board
The Beard is responsible for:

. The approval and periodic review of this policy;

. overseeing the implementation of this policy;

. establishing the minimum criteria for each Relevant Person, including any minimum
gualifications, experience and competencies deemed necessary to fulfil their respective
functions.

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

risks inherent in the business, the nature of the relevant function and its organisational
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structure,

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

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

arises.

designating a Relevant Person to have overall responsibility for overseeing any outsourced key
function's Relevant Persons and to challenge and monitor the performance and results on a

regular basis.

Compliance Officer - The Compliance Officer is responsible for:

1,

Maintaining a record of IDA's Relevant Persons including evidence of:

Name;

kay Function;

date of appointment;

dateof Boardapproval of appointment;

date of National Regulator approval of appointment (where required) or date of
notification of appointment to National Regulator;

board approved minimum criteria for the function and the basis on which the
Relevant Person satisfies these;

date and result of last Boardfitness and propriety assessment;

due date of next Boardfitness and propriety assessment;

date of removal from function;

date of Boardapproval for removal from function;

date of notification to National Regulator of removal from function; and any other details
considered necessary from time to time to evidence | DA'scompliance with this policy and
the regulatory requirements;

ensuring that all notifications required to be made by IDA to the National Regulator in respect

ofthe appointment or removal of a Relevant Personare submittedin the prescribed
manner and within the prescribed time limit;

. assistingthe Boardin the performance and documenting of its pre-appointmentandongoing
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fitness and propriety assessment of Relevant Persons;

4. monitoring and reporting to the Board on the execution and implementation and any

identified breaches of this policy;

5. Ensuring the proper implementaticn of policies and procedures, so that the management

person responsible for IDA'sinsurance distribution activities (the "relevant person") as

well as any employee of the Company directly involved in the carrying out of

insurance distribution activities (the "relevant employee”) perform their duties

adequately in accordance with the requirements of Chagter 7 of thelnsurance

Distribution Rules;

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

employee's knowledge and ability against the requirements set out in Chapter 6 of the

Insurance Distribution Rules.

To assist the Boatd in overseeing the execution and implementation of this policy, the

Compliance Officer keeps the report to the Board on the Fitness and Propriety Assessment

complated on an annual basis.

The IDA outsourcing model and functional organisation of the Company mean that individuals

that head Group functions also have individual accountahility for the performance of their

functions in respect of services provided to IDA. Accordingly, in addition to Board members, the

following individuals had beenapproved by the MFSA regulatory bodies:

Approved Person

Function

Marie Louise Cassar

Konrad Farrugia

Mazars Consulting Limited

Willis Towers Watson - Insurance Managers

Claudia Schranz

Designated Compliance Officer - Willis
Towers Watson Management (Malta)
Limited

Designated Actuary-Marsh UK Limited
internal Audit

Risk Management

Person responsible for distribution
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B.3 Risk Management System including ORSA

The Company's Risk Management Function is outsourced to Willis Towers Watson Management
(Malta} Limited, subject to the conditions cutlined in the Company's Outsourcing Policy.

The Board reviews the composition of its Risk Management Function at least annually.

The acceptance of risk is fundamental to the Company and a core element of the overall strategic
cbjectives asaninsurance company.

IDA therefore recognizes the importance of having an effective risk management system
embedded throughout all areas of the Company.

The Company's Risk Management System is comprised of the following elements;
1. RiskRegister

Risk Appetite Statement {RAS}

Formal Policy Documents for all key risks

Own Risk and Solvency Assessment {ORSA)

Formalised Risk Reporting

A

Each of the elements of the Risk Management System detailed above contribute to the
identification, measurement, monitoring, management and reporting of risks and is intended to
work as an integrated system, and therefore each is considered in both in terms of the specific
function of therespective element, and in terms of its function within the overall system.

Each element of the system is embedded effectively within the Company and managed by the Risk
Management Function with appropriate oversight from the Board.

B3.1 Risk Management Strategy

The purpose of the Companies Risk Strategy is to define and communicate its approach to managing
risk in order to support the successful delivery of IDA’s defined business strategy. It provides details of
IDA’s risk management objectives, key risk management principles, risk appetite framework and risk
governance and responsibilities. The more accurately IDA can assess the risks to its business strategy,
the more likely it is to achieve its business objectives.

In order to link IDA’s approach to risk management with its business strategy, IDA has agreed a set of
Risk Management objectives derived directly from the actions in place to deliver IDA’s business

strategy. These are as follows;

. To fully implement a transparent risk capacity, appetite and tolerance framework that is widely
understood across the business;

® To embed robust Risk Management practices to manage risks and opportunities appropriately;
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. To fully implement practical and commercial risk mitigation technigues that are widely
understood and valued;

. To maximise the use of the capital model as a management tool for optimising the
underwriting portfolio within the agreed appetite and for early recognition of reserving trends;

. Establish a recognition by its peers, stakeholders and regulators that IDA consistently
demonstrates operaticnal excellence in risk and capital management;

. To apply the highest standards of corporate governance, transparency and accountability;
. To implement proportionate and efficient compliance practices and processes, and
) To cenduct business with integrity, due skill, care and diligence, observing the highest possible

standards of market conduct,

In order to meet these objectives and deliver the vision they are designed to support, IDA must first
ensure it identifies and manages its key risks. With this in mind, IDA has categorised its risk into three
main areas, summarised as follows:

1. Insurance Risk that offers the potential for both risk and reward and focuses on the
optimisation and management of its insurance risks in order make a profit. Insurance risk is the only
type of risk that is actively encouraged and includes underwriting income and other income.

From an underwriting perspective IDA currently focuses on writing Diving related risks. However the
company is looking inte expanding into other products such as, Travel, All Sports and Professional
Indemnity and After the Event Insurance products. IDA also receives profit share commission from
its reinsurers. IDA is happy to accept a higher degree of volatility in its results.

2. Market and Investment Risks are thosa which IDA could be rewarded for but chooses to take
a cautious approach. This category includes asset-liability management, investment, default & credit,
market risk etc. Asset and liability management is the practice of managing risks arising from
mismatches between assets and liabilitles. Investment risk is concerned with the risk that an
investment will result in a loss. It is always possible to target a higher level of investment risk in order
to earn a higher return. However, as a matter of cholce, IDA takes a rather conservative approach.

Operaticnal risks that arise in order to suppart a business and include outsourcing, business
continuity, compliance, financial and regulatory risk. They offer only the potential for loss and are
therefore managed downwards. Wherever possible IDA seeks to avoid, mitigate or transfer these
risks,

These are further defined in the Risk Appetite Statements agreed annually by the Board.

Having identified the risks, IDA ensures they are managed on a continual basis principally using a risk
register, the contents of which are subject to regular risk and control assessment process, monitoring
of exposure via key risk indicators {(KRls). These risk management tools seek to provide assurance
that the business remains adeguately controlled and “on track” to achieve the agreed business
objectives. They also provide early warning mechanisms of potential threats to achieving these
objectives.
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1. Risk Governance and Culture

To achieve its mission and goals, people throughout the organisation are engaged in the
management of risk. This is realised through a strong ‘tone at the top’ that emphasises the
importance of effective rislt management, with functional management accountable for embedding
risk in their own areas. The Company has adopted the “three lines of defence” governance model, of
which the risk management function form’s part,

First Line of Defence
The first line of defence has primary decision-making authority, and accordingly its focus is as follows:

. Cperational decision making to execute and implement the Company's strategic objectives.
Facilitation and oversight of the business plans of the Company, including delivery against
predetermined goals.

. Day to day management of business activities.

. Management of the risk profile of the business, in line with Board and stakeholder
expectations,

The first line of defence includes the Company’s boards of directors. In this context, the board has
ultimate accountability for risk management, the related control environment and for approving and
reviewing any relevant risk policies, including risk appetite framewoerks. In practice, responsibility is
devolved to the relevant executive/functional committees and/or board.

Risk owners retain overall responsibility for managing the risks for which they are the designated
owner, including those risks where some or all the controls in place have a separate control owner
(i.e., the operation of the control is in the charge of another manager).

Second Line of Defence

The secoend line of defence provides a key input into tactical and strategic decision making, and its
overzall focus is on the following:

Provision of assurance to the board of directors that the risk profile, as represented in the relevant
risk registers or otherwise, and the associated internal control framework is in line with board and
stakeholder expectations. Where it is not, appropriate actions with owners and timescales are
proposed to bring it back into line with those expectations.

Escalation of all material risk issues to the risk and compliance committee and Board.

Provision of input, challenge, and oversight of first line decision making where appropriate, i.e., the
input of risk and capital information to aid effective decisions.
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Third Line of Defence

The third line of defence provides independent assurance and challenge across all business functions
in raspect of the integrity and effectiveness of the risk management system.

The internal audit function is outsourced to a third-party professional company, It is responsible for
independently assessing the effectivaness of the risk management processes and practices and for
providing timely chjective assurance on the control of risk.

Internal audit activity is carriad out in accordance with an annual pre agreed audit plan.

Risk Transparency

Underpinning the three lines of defence is risk transparency within the group. This invelves raising
awareness and understanding of risk across the group, effective reporting of risk internally and
appropriate disclosure risks to all interested stakeholders, internal and external.

2, Risk Management Framework {RMF}

The acceptance of risk is fundamental to the Company and a core element of the overall strategic
objectives as an insurance company. |IDA therefore recognizes the importance of having an effective
risk management system embedded throughout all areas of the Company.

The Cempany’s Risk Management System is comprised of the following elements.

. Risk Register
. Risk Appetite Statement {RAS)

. Formal Policy Documents for all key risks
. Own Risk and Solvency Assessment {ORSA)
. Formalised Risk Reporting

Each of the elements of the Risk Managemaeant System detailed above contribute to the identification,
measurement, menitoring, management and reporting of risks and is intended to work as an
integrated system, and therefore each should be considered in both in terms of the specific functicn
of the respective element, and in terms of its function within the overall system, Each element of the
system shall be embeadded effectively within the Company and managed by the Risk Management
Function with appropriate oversight from the Board

The Board recognises that a weli-defined risk appetite supports the business decision making and
planning. The Board reviews and sets the risk appetite at least annually, and when there is a

sighificant change in business strategy.

The Risk Appetite Framework sets the boundaries within which risk taking should remain to meet the
expectations of the capital providers and other stakeholders.

Risk Appetite reflacts the amount of risk taking which is acceptable to the Company. Accordingly, risk
appetite refers level of exposure to specific risks or risk catagories.

Risk Tolerance represents the Company’s ability and willingness to bear risk. When considering this,
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factors such as the availability of capital, ability to raise capital, strength of underlying operational
processes and procedures and strength of the organisation’s operational culture are all relevant.

Risk Identification

The process begins with the identification of risks and an analysis of the nature of each risk. Managers
within the company are involved at this stage of risk management, whether for new or existing risks.
The aim is for all involved to be aware of the risks to the business objectives and to be able to highlight
any new risks that may be developing over time or changes in existing risk levels such that they are
reported and responded to appropriately.

Risk Assessment

Once risks have been identified, they are measured and assessed in terms of their impact and
probability, by means of qualitative or guantitative measurement. This stage of the cycle involves the
participation of the risk and delegated risk owners. The assessment and quantification process may
differ dependant on the type of risk e.g., Financial Risk is tygically quantified in terms of its financial
impact at one or more return periods, allowing aggregation and comparison across categories of risk
using a common denominator, whilst Operational Risk is assessed in accordance with an assessment
methodology.

Risk Evaluation and Mitigation
Once risks have been identified, they are assessed in terms of their impact and prebability,

J The Impact is defined as the level of extent to which the risk would affect the ability of the
business to deliver its strategy and objectives were it to occur.

° The Prabability is defined as the likelihood that the risk will materialise within the next twejve
months. This assessment is basad on previous history, management experience, intuition and any
current factors or circumstances which may be of relevance,

Probability and Impact is assessed both on an inherent risk basis and a residual risk basis.
J Inherent Risk is the risk in a business or process before the effect of any risk mitigation, control,
or transfer activity.

. Residual Risk is the potential impact and likelihood of an identified risk exposure, considering
the effect of the existing {but excluding planned) controls, See section Risk Control and Mitigation.

Probability

The probability (likelihood) rating is determined by considering:

J The chance of the risk crystallising within the next twelve months.
] The likelihood of the event happening.

. The effectiveness of the control environment.
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Impact

The risk impact assessment criteria consist of hoth quantitative and qualitative measures under three
main categories:

s Financial impact — the monetary impacts are guidelines only. For some legal entities, other
measures may be more appropriate, for example, net assets/reserves/turnover etc.

. Reputational & Regulatory — the qualitative measures include relationship with regulators,
compliance with law and regulations and brand damage.

. Operational - Operational impact has been sub-divided into a further six elements, in order to
make the rating of operational risks more targeted and appropriate to the nature of the risk.

When assessing the risk, the most significant impact areas are identified in the assessment process.

Where a risk is impacted by a number of different potential outcomes, e.g., financial and/or,
reputational and/or regulatory, the most significant potential outcome is be taken as the impact
rating.

Risk Control and Mitigation

Once the risk has been assessed by means of qualitative or quantitative measurement above, the
level of each risk is then transferred or controlled down to a satisfactory level. This stage will not only
involve both risk and control owners {see Section Risk and Control Self-Assessment) but also many
other departments that are involved in undertaking contral activities.

There are four possible responses to managing a risk:
e Avoid the risk — i.e. not engage in the activity that gives rise to the risk exposure. This action is not
always passible nor desirable as it may mean not entering into or exiting a business to avoid the

risk.

e Reduce the risk — reduce the impact and/ or probability of the risk materialising by carrying out
specific actions and developing controls.

» Mitigating actions — to reduce the risk may include strengthening the design of existing processes
or on-going contrals.

« Controls — help to ensure that the risk is mitigated and increase the probability that the business
can meet its objectives,

o Risk Transfer - where the risk bearing activity is transferred tc a third party, usually for
consideration {for example insurance, for a premium).

¢ Risk Retention/ Acceptance — The risk is accepted as Is where there are no further management
actions available to mitigate the risk further, or the cost is deemed to be excessive in relation to the
risk mitigation benefit.

Control tdentification

Controls are defined as either a preventive and/or detective and/or monitoring activity, They relate
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to the management of the potential probability and/or risk exposure but may also Involve other
methods of risk treatment such as transfer (e.g., by insurance or other contractual means), or by
avoidance {elimination of the risk creating activity completely).

Controls are identified by similar means to risks, but particularly by discussion with the risk owners,
to gain an understanding of the measures in place to mitigate an identified risk.

Each control is assigned a control owner. Responsikilities of contrel owners are described in more
detail later in this policy.

In addition te existing controls, this process identifies potential controls which may serve to reduce
the inherent risk grading to a target {desired) level,

Control Assessment Criteria

Conirols are evaluated to understand the residual rating risk of any item in the relevant risk register
by using a variety of methods, for example control assessment templates.

When assessing a control, consideration is given to whether it is a preventative or detective control,
as well as the balance between the two types of control.

« Preventative controls are high-level controls aimed at preventing risks from materialising at a
very early stage. Examples may include the business planning process, internal policies and
procedures, regulatory guidelines, segregation of duties etc.

s  Detective controls are typically carried out on a pericdic basis, for example weekly, monthly,
guarterly, to identify any issues and related remedial action. Examples of such controls include
guarterly reviews, monthly reconciliations, underwriting peer reviews etc.

Risk Reporting

It is critical that the relevant information for each key risk is sean by the “right people at the right
time”. This information is most likely to be provided by risk and control owners as they are closest to
the issues. Reporting is often consolidated or reviewed by the risk management function and then
escalated up to senior management.

Regular Reporting

Routine risk reporting consists of summary reports to the risk and compliance committee {(where
relevant) and to the hoard of directors, This contains summary information on changes to the risk
profile any significant issues arising out of the risk workshop process, any new emerging risks, and
significant risk management activity during the period under review and any movement in KRls.

Escalation of Issues

Escalation typically occurs when there has been a breach/potential breach of any of the pre-defined
risk appetite Statements.
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Immediate Escalation
The Company requires immediate escalation under the following circumstances:

s Unauthorised deviations from any of the standards set out in this document, and/or

® Likely or actual breaches of thresholds agreed by the risk and compliance commitiee, the
board of directors or the risk management function.

Risk Review

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

Risk & Control Self-Assessment

The risk and control self-assessment process is the responsibility of the first line and is designed to
ensure that the risks and controls identified continue to be relevant against business objectlves,
changes in strategy and external environmental infiuences, as well as appropriately managed to an
agreed risk appetite.

Risk Owners

Each risk within the risk register is assigned a risk owner.

A risk owner has ultimate responsibility to ensure that the risk is managed, mitigated, monitored,
and reported on appropriately, Typically, the risk owner may be part of the business Senior
management team and/or subject matter expert. They may also act as the delegated owner

depending on the individual risk, and the structure of the business unit cencerned.

The risk owner’s responsibility includes:

. The identification of a delegated owner if appropriate {a risk owner may also be a delegated
owner).
. Overall responsibility/ ownership of the risk, ensuring that it is managed, mitigated,

monitored, and reported on appropriately.

. Regular review of the risk with the delegated owner to ensure that the risk is relevant and
appropriately mitigated and rated.

Delegated Owners
Each risk within the risk register may alse be assigned a delegated cwner.
A delegated owner has the following day-to-day responsibilities:

o To identify, regularly maintain and communicate up to date information to the risk management
function and to the risk owner.

» Ongoing monitoring of owned risks for changes in their impact and likelihood {part of the risk
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workshop process),

« Communication and liaison with control owners to put in place controf activities appropriate to the
nature of the risk.

¢ |dentifying and assaessing the appropriateness and effectiveness of controls and systems being
relied on to manage risk.

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

* Reporting information in a regular and timely manner to the risk owner/ appropriate individuals
forums/committees/risk management function as appropriate.

» Creating and implementing appropriate action.

s Escalating/immediate reporting of any changes in existing, or new risks as well as any significant
control failings/weaknesses or events that may arise.

s Ensuring effective implementation of mitigating action plans.
¢ Accountability for the effective management of owned risks.
Control Owners {if applicable)

Each mitigating control is assigned a control owner, A control owner has the following responsibilities
in respect of the controls they own:

Ensuring effective and efficient control design to manage the impact and likelihood of the risk,
tffective performance of control activities as designed.

Provision of information/reporting related to the performance of controls.

Sourcing and collating relevent data concerning the perfermance of controls.

Analysis of this data and conversion into indicative information.

Reporting information on a regular and timely manner to the risk owner and other individuals
or committees,

*  Creating and implementing appropriate action.

»  Escalating/immediate reporting to the risk owner and cther individuals or committees of any
control weaknesses or breakdowns.

Periodical Risk Workshop Process

The risk management system requires risk owners and / or delegated owners to review and confirm
that the risks for which they are responsible are appropriately graded in terms of inherent and
residual probability and severity. Furthermore, they are also required to review and confirm that the
mitigating controls identified for each risk for which they are responsible are in place and working.

This process takes the form of a face-to-face meeting or virtual meetings, with the risk management
function. Following the meeting, the risk owners/ delegated owners and contrel owners are required
1o sign off the status of the risk and controls that they are responsible for.
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The risk owner is ultimately responsible for the risk, whilst the delegated owner maintains overall
responsibility for the day-to-day management of the risks for which they are the designated owner,
including those risks where some, or all, of the controls in place are in the charge of another manager.

Whilst the risk owner/ delegated owner has ultimately responsible for each control appearing in their
risk(s), there are some controls that they do net manage direcily. Under these circumstances, the
control bears the sign-off of the individual who manages that control.

Risk Monitoring and Reviewing

Allidentified risks are recorded on the risk register and allocated to the tisk owner. The controls and
mitigaticns are also recorded on the Risk Register once they are identified. The risk register is a ‘live’
document and is updated each time a risk/mitigant/control is identified or changed,

Risk Management Roles and Responsihilities

The Board, with assistance from the Risk Management and Compliance Committee, is responsible for
ensuring the effectiveness of the Company’s Risk Management System, for setting the risk appetite
and tolerance levals as well as approving all related risk management strategies and policies.

The Company’s Risk Management Function is respensible for the application of the Company’s Risk
Management arrangements within the operations of the Company on an ongoing basis.

The Risk Management Function is also responsible for effective reporting to the Board on the
material risks to which the Company is exposed and on other specific areas of risks both on its own
initiative and following directive from the Board.

The Board is uliimately responsible for all the Risk Management activities within the Company and
for all decisions relating to how risk is managed.

Hereunder are further areas the Risk Management Function can assist with as pari of the Risk
Management Process.

*  Working with the Board and other functions ih assessing and defining the risks existing in specific
risk areas and from those assessments developing written risk management policies and
procedures to manage those risks.

* Assisting the Board in assessing the Company’'s capacity to absorb risk with due regard to the
nature, probability, duration, correlation, and potential severity of risks, including looking at risks
from different perspectives, such as by territory or by line of business.

« |dentifying and assessing emerging risks and advising the Board thereon.

¢  Working with the Board and other functions to determine acceptable risk limits for each risk type
and facilitating control mechanisms to ensure that limits and procedures are adhered to, and that
the Company is operating within the risk appetite parameters set by the Board. _

¢ Assisting the Board in implementing the risk strategy agreed upon by ensuring the effective
operation of the risk management system, by facilitation of other functions and by performing
specialist analysis and guality reviews,

+ Maintaining an organisation-wide, aggregated view of the Company’s risk profile,

¢ Preparing reports, either separately or in conjunction with other functions as needed, for formal
discussion at Board meetings and for presentation to ather stakeholders on the material risks
faced by the Company and on the effectiveness of the risk management system.
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« Developing documented processes to respond to imminent and post loss risk events, including
contingency and business continuity programmes,

+ Evaluating on a regular basis the design and operational effectiveness of the risk management
system to identify, measure, monitor, manage and report risks the Company is exposed to.

+ Advising the Board on the effactiveness of strateglies and policies with respect to maintaining, on
an on-going basis, amounts, types, and distribution of capital adequate to cover the risks of the
institution.

e Working with the Board and other functions to develop, when applicable, and to regularly carry
out, a suitable Own Risk and Solvency Assessment {“ORSA”} process.

. When applicable, maintain the ORSA record and prepare both the ORSA reports, in conjunction

with other functions as appropriate.

B3.2 Risk Management Approach

Risk management is the continucus approach and dynamic process that aims to guide the
Company to understand, evaluate and assess ali of its risk with a view to increasing the successful
achievement of its strategic objectives and reducing the likelihood of the unwanted risk.

Risk management is integral to the Company's corporate governance, business strategy and ORSA
The framework consists of an effective program led by senior management, which clearly
identifies risk appetite; risk policies, standards, roles and responsibilities for managers and other
employees involved in the management of risk.

Thus, the Company's risk management approach is centred on ensuring the inherent risk which
the Company faces in the course of its business is appropriately managed to ensure the strategic
objectives are achieved.

A direct linkage from strategic to operational levels is established through a cascading of the
principles of the hierarchy down to the immediate sub level. This approach also ensures that risk

management is appropriately included in the Company's decision-making processes.

The following level hierarch summarises this approach;:

1 Campaiy Strotugy | SetsStategle Chjectives
sk ifh! g ] Apwetite & tolarineo Horits far risk 3 which -
. RAS &Y threatan stotagin objeciives as datalled [n FLAOH B GHEA Assessment of Ol lisks based on
2 ; ferl t > 1 Risk Management Pracess
. L
rT flisk Cantyofy teceioped tor adlere ta talsrmisc Capitet Crdtat managarsent tused on

5pe::;[ c [lstibs daaltess I Level 2 erbedded n 2 sesessinent of isks [ Level 1
§ Folteles apergtianal policies

I‘tlskﬂri.fter Cunitrals developed ynder Level 8 ggar to
A 8 ‘evaluata i risi on a restdual bgts,
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B3.3 Risk Profile

The risk profile of IDA is included in the latest ORSA repori. The Company's risk profile is formally
reviewed at least annually as part of the Company's ORSA exercise. The Risk Management Function
monitors the Company's risk profile and the corresponding risk management arrangements in place
on an annual basis and report to the Boardon any observed material changes.

B3.4 Risk Function

The Risk Function of the Company is responsible for the operational coordination and application of
all Risk Management activities throughout the Company on an ongoing basis.

The Risk Function reports directly to the Board on an annual basis or upon occurrence of an event
which could materially impact the Company's risk profile.

The Function is responsible for coordination of all risk management activities throughout the
Company. The Function is also responsible for providing the Board with assistance and support in
development and implementation of the various risk management arrangements within the
Company.

B3.5 Risk Categories & Key Risks

Key risks are considered to be the six risk categories detailed in the Solvency Il Directive text together
with any other risks evaluated as being key risk through the operation and activity of the Risk
Management Function and approved by the Board.

All risks, aside from those which fall within the risk categories prescribed in the Solvency 11 text, is
considered to be a key risk if, on a residual basis, a material level of capital is deemed to he required
in arder to accept the risk, or if particular controls or risk mitigation techniques specific for the risk in
question must be employed.

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

The risk categories and key risks to which the Company is exposed is reviewed periodically by the Risk
Management Function and at least;
1. annually
2. on occurrence of an eventwhich could materially affectthe Company's risk profile
3. ontheintroduction of material new business
4, atthe discretion or order of the Board
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B3.6 Risk Appetite Statement

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

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

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

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

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

The RAS is also used to track actual performance against the metrics detailed in the RAS to ensure that
no breachin the agreedtolerance levelshas occurred.

Monitoring of the actual performance against the metrics identified in the RAS is performed
periodically by the Risk Management Function and reported to the Board in line with the reporting
triggersystemincludedin the RAS.

B3.7 Risk Policies

The Company holds a formal policy for each key risk included in the RAS. The policies for each specific
risk are consistent with the details contained in the RAS relatingto the riskin gquestion. The controls,
reporting triggers and any other relevant aspects of the management of the risk are appropriately
reflected in the policy for the risk.

B3.8 Risk Register
The Company has in place a comprehensive Risk Register to evaluate and assess the risks to which the
Company is exposed.
The Risk Register initially assesses the risk universe of the Company on an inherent basis. The

controls and risk mitigating techniques employed by the Company and as detailed in the individual risk

Page 45 of 87



IDA Insurance Ltd 2021

palicies which acton the risk allow for an evaluation of the risk on a residual basis.

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

The Risk Management Function is responsible for the ongoing maintenance of the Risk Register. The
Risk Register is updated on at least an annual kasis and upon the occurrence of an event which may
materially impact the Company's risk profile.

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

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

Where an emerging risk has been identified as one which should potentially be included in the Risk
Register, the Risk Function willadvise the Board of the nature and context of the risk, The Boardthen
shall determine whether the risk in guestion should be considered asa Key Risk.

B3.9 ORSA

The Company aimsto ensure thatthe Company is appropriately and prudently capitalized to accept
the risk to which the Company is exposed. To ensure this, the Company performs an ORSA at least
annually and upen the occurrence of an event which may materially impact the Company's risk

profile, The Cempany maintains separate policies on ORSA and Capital Management.

B3.10 Risk Reporting

The Risk Management Function formally reports to the Board every board meeting. The report
contains details of the outcome of the Risk Register review, the rasulis of the comparison of the RAS
to actualresults and anupdate on emerging tisks.

The Risk Manhagement Function is responsible for the development of the Risk Reports. The Risk
Management Function provides a report to the Board based on the occurrence of an event which
materially alters the risk profile of the Company or if the tolerance level triggers are detonated.

The Risk Management Function comments on the quality of the data used in the Risk Management
System and advise the Boardwhere data quality issues may distort or mislead results.
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B3.11 ORSA Approach

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

IDA's ORSA approach is based on recognized Enterprise Risk Management principles and considers the
Company's risk, controls and capital in a coordinated and holistic manner, building upon the
strengthof the risk management arrangements in place within the Company.

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

The risk profile of IDA can be found in the Company Strategy section of the latest ORSA report and is
updated at least on an annual basis.

The Board is satisfied that they have a strong understanding of the risks to which the Company is
exposed and that the controls and risk mitigation technigues in place provide appropriate

protectiontce the Company's strategic objectives.

Based cn this, the Board is satisfied that they can assess the range within which risk is expected
to materialize with an adequate level of confidence. This assessment canbamade for eachmaterial
risk to which the Company Is exposed allowing the Company to assess the range within which the risk
is likely to fallwith an appropriate level of confidence on a risk-by-risk basis. This risk range can then
be usedas abasis for profiling each material risk that the Company is exposed to overthe planning

period. This will provide an'expected' risk assessment under normal business conditions.

The assessment made for a given risk is corroborated by the observed actual results of how IDA has
managed this risk over the preceding periods. The findings of the Risk Management Function as
documented in the reports produced by the function serves to corroborate the basis for risk

assessments made.

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

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

IDA utllises the internal control system that comprises three lines of defence, comprising primary

risk owners (first line), independent risk management and control functions {second line) and an

independent internal audit {third line). This structure is consistent with IDA's risk management

structure and the IDA Board considers it appropriate to the management of the IDArisks,

1.
2.

3.

Firstline: The majority of IDA's employees comprise the firstline of defence.

Second line: The insurance managers as the Risk Managament and Compliance function
holders comprise the second line of defence. The managers provide independent oversight
of the activities performed within the first line. The Investment Committee is the secend
line of defence for investments,

Third line: Thethird line of defence comprises the Internal Audit function. Senior managers
are attendees of risk governance committees.

The Company is fully committed to compliance with the requirements of the MFSA and all

applicable legislation and regulations (collectively known as the Company's "Compliance

Obligations"). The Board of Birectors is fully committed to ensuring that the Company's activities

remain within the boundaries of these "Compliance Obligations”.

In order to demonstrate the Company's ongoing commitment to compliance, a submission is made by

the appointed Compliance Officer to the Board of Directors at each Board meeting. This reporting

activity addresses how the Company is achieving full compliance, if there are any breaches and how

such breaches are being rectified.

In terms of the Compliance Policy

L

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

the Company prepares onan annual basis an appropriate Compliance Plan, in order to set
the compliance objectives and detailing the actions to be taken by the Complia nee
Functicn;

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

the Company maintains/retains documentary evidence to support the conclusions
reached regarding the status ofits Compliance.

In assessing the reguirements
All the legal, regulatory and statutory code requirements underlying the Compliance

Obligations and under which the Company is authorised and licensed to operate are
identified on an annual basis as being the Compliance Universe for the Company and
included intothe annual Compliance Plan of the undertaking;

the Compliance Universe of the Cempany is updated according to any new legislation,
regulations, standards or guidelines enacted or introduced during the year;
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7. the detailed requirements of the Company's Compliance Obligations are monitored and
documented into the Compliance Audit Statement in order to identify the current
state/method of compliance and any deficiencies; and

8. any identified deficiencies or breaches ave brought to the attention of the Board of
Directors anda relevant action planis prepared, thus identifying the specific actions to be
taken, the relevant owner and a reasonable timeframe for completion.

B.5 Internal Audit Function

Internal audit primarily provides an independent and objective opinion to the Board and
Management of the Company, and to its supervisory authority as necessary, on the functioning,
adequacy, and effectiveness of the company's system of governance, internal controls and risk
management framework, and on compliance with the Company's established policies and
procedures, internal strategies and reporting requirements. The Internal Audit findings are also
of benefit to line managementinthe audited areas.

Internal Audit is independent of the organisational and operational activities which it audits to
ensure that the judgements essential to its proper cenduct and impartial advice te management
are objective and unbiased. The Company commits itself to ensuring that the Internal Audit
Function is not subject to influence from the Board of Directors that can impair its operational
independence andimpartiality. Given the size of the Company, the Internal Audit Function reports
on a regular basis directly to the Board of Directors. It is free to express its opinions and to disclose its
findings and appraisals to the whole Board.

Under the authority conferred on it by the Board of Directors, tnternal Audit has UNRESTRICTED
ACCESS to all records, including management information and Board and Board committees’ minutes,
assets, third party service providers {TPSP) and their premises and has the authority to obtain such
information and explanations as it considers necessary to fulfil its responsibilities, by direct
cammunication withall members of staffof TPSPs.

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

internal Audit is required to operate to the standards of the International Institute of Internal
Auditors or similar standards. It fulfils its role by systematic review and evaluation of risk
management, controland governance which comprises the policies, procedures, and operationsthat
management have put in place to:

establish, and monitor the achievement of, the company's cbjectives;

2. identify, assess and manage the risks to achieving the organisation’s objectives;
3. ensure the economical, effective and efficient use of resources;
4, ensure compliance with established policies {including behavioral and ethical

expectations), procedures, laws and regulations;
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5. safeguard the organisation’s assets and interests from lossas of all kinds, including those
arising from fraud, irregularity or corruption;

6. ensure the integrity and reliabiiity of information, accounts and data, including intarnal
and external reporting and accountability processes.

in order to support this role, the Internal Audit Function is required to maintain an audit strategy
in line with the best practice guidance issued by the International Institute of Internal Auditors or
any guidance issued by EIOPA or local regulators that is more specific to the internal auditing of
insurers.

Reporting

Following an audit, once reports have been agreed and finalised with line managers of the audited
unit, a copy of the final reportis copied to the following:

s TPSPs responsible for the area in question;

¢ Members of the Board of Diractors.

These written reports are issued regardless of whether material shortcomings have been found.
These reports include recommendations on how to remedy inadequacies, including the envisaged
period of time to remedy such shortcemings. The Beard, supported by the Management,
determines what actions are to be taken with respect to each of the internal audit finds and
recommendations and ensures that these actions are carried out.

internal audit periodically reports to the Board on the status of the implementation of findings
reported in prior audit reports.

The internat audit function prepares an audit plan setting out the audit work to be undertaken in
theupcoming businass year(s). The audit plan is based on a methodical risk analysis, taking into
account all activities and the complete system of governance, as well as expected developments of
activities and innovations. On the basis of the result of this risk analysis, a detailed plan for the
upcoming year, with anoutline place for the following 3 years, isestablished.

The plan allows for the review, within a reasonable period of time based on the audit cycle
principle, of all significant activities, taking into consideration how oftenimportant areas of the
company require scrutiny.

During the course of the year the detailed plan is varied as necessary to take account of altered
circumstances and new or emerging risks, with the approval of the Board.

The 1A can be outsourced to a specialised TPSP or to the Internal Audit function of the Group. The
Board will need to ensure that the TPSP or Group have the resources necessary for the delivery of the
tA service for the year(s)ahead.
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The Board of Directors is entitled to instruct the Internal Audit Function to perform any other
special tasks as deemed appropriate.

B.6 Actuarial Function

IDA outsources the Actuarial Function to take advantage of external expertise. This critical
operational service is outsourced to Marsh UK Limited. Marsh UK carries out the duties of the
Actuarial Function as reguired by the Solvency Il Directive. These services are outlined below as
per the Solvency |l Directive and are explained in more detail:

1. coordinate the calculation of technical provisions;
ensure the appropriateness of the methodoelogies and underlying models used as well as the

et

assumptions madein the calculation of technical provisions;

assess the sufficiency and quality of the data used in the calculation of technica! provisions;
compare bestestimates againstexperience;

inform the Board of the reliability and adequacy of the calculation of technical provisiens;
oversee the calculation of tachnical provisions;

express an opinion on the overall underwriting policy;

express anopinion on the adequacy of reinsurance arrangements;
contribute to the effective implemeantation of the risk-management system, in particular with

respect to the risk modeling underlying the calculation of the capital requirements, and to

LR NN s W

the Own Risk and Sclvency Assessment,

10.Review the Own Risk and Sclvency Assessment (“ORSA”) report as set aut in Article 45 of the
Solvency Il Directive including an assessment of the range of risks and sresses considered,
and the appropriateness of the financial projections

11.Review the calculation of the Solvency Capital Requirement ("SCR”} and the Minimum Capital
Requirement {“MCR") and Own Funds.

12.Attend Board of Directors meetings as required by the Company

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

The frequency of the valuation Is quarterly for all reserves and all classes of business.

The scope of Engagement also includes active participation and mediation with the Malta Financial
Services Authority for any regulatory matters of the company.

The following duties fall within the scope of the Function:

1. Identification of any sources of deviation from statutory requirements and implementation of
any relevant changes in order to ensurethat the calculation performed is consistent with those
requirements. In particular, BWCluse methodologies that allow a complete analysis regarding
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those requirements;

2. Validation of the methodologies used to assess the sufficiency of the technical provisions,
including back testing against past experience, giving due consideraticns to changes over time;

3. Development of an understanding of the different drivers of risk that affect the level of
technical provisions and its structure of dependencies. Furthermore, we will perform any
relevant analysis of the internal data and consult relevant market information in order
to improve thisunderstanding;

4. Coordination of the assessment and validation of internal data to determine the level of
compliance according to the standards for data quality and, if necessary, recommend the
implementation of improvements in the internal procedures that are considered relevant;

5. Comparison and validation of technical provisions based on experience and identification of
solutions on how to dealwith any material differences detected, which mayimply revisions of
assumptions and/or methodologies;

6. High level analysis of movement between successive valuatlions.

As from 2021, Pillar 3 reports are being prepared inhouse and reviewed by Marsh Management Malta
Limited.

B6.2 Calculation of SCR and MCR

IDA Insurance finance team is responsible for the calculation of the SCR and the MCR, while the
review of such workings is carried out by Marsh Management Services Malta Limited together with
Marsh UK, the actuarial function. The frequency of the calculation will be quarterly,

A management report on the process and resultsis prepared at least quarterly, covering:

1. The revised balance sheet of the company pinpointing the valuation adjustments to assets and
liabilities due to the differencesin the vatuation principles;

2. Summary of the indicative results of the stress test regarding the calculation of the MCR and the
SCR;

3. Analysis of capital requirement, including capital requirements per type of risk and simulations to
assess how capital requiremants vary with different strategic options;

4. Interpretation of results, identifying any particular issues with the E(OPA methodology;

5. A comparison of results with the ones under the existing solvency capital methodology,
highlighting key differences;

6. ldentification of areas for improvement in the process and methodology and suggestions of
methods to improve.
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7. Prepare the required input into the ORSA if the risk profile and/or the business model of the
Company changes during a year, requiring an additional SCR calculation and an exceptional
ORSA to be carriedout during the samevyear.

B6.3 Issuing an Opinion on the Underwriting Policy

The opinion en the overall underwriting policy covers the following:

1. whetherthe underwriting policy is consistent with preduct pricing;

2. an opinion on the principal risk factors influencing the profitability of business to be written
during the next year, including the potential impact on future profitability of external factors
such asinflation, legalrisk and changes in the market environment; .

3. anopinion on the likely financial impact of any material planned changes in products' terms and
conditions;

4. the approximate degree of variability surrounding the estimate of expected profitability; and,
5. the consistency of this approximate degree of variability with the risk appetite of the

undertaking.

All information is communicated to the senior management of the Company. The opinions on the
underwriting pelicy and reinsurance arrangements include, when necessary, recommendations
regarding the most appropriate strategies to befollowed by the company In this matter.

B6.4 Issuing an opinion on the reinsurance arrangements

The opinion of the adequacy of the undertaking's reinsurance arrangements includes the
following components: '

1. the consistency of the company's reinsurance arrangements with its risk appetite;
2. the treatment andeffect of reinsurance on the estimation of net technical provisions; and
3. the effectof reinsurance arrangements on the volatility of the company's financial strength.

The opinign on the adequacy of reinsurance arrangements will include an assessment of how the
reinsurance coverage could respond under a number of stress scenarios. These scenarios may include
situations such asthe following:

1. exposure of the undertaking's portfolio of business to catastrophic claims experience,
2. aggregations of risks,
3. concentrations of reinsurance security and potential reinsurance exhaustion.
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B6.5 Contributing to the effectiveimplementation of the risk-management
system

Marsh provides guidance and expertise for the implementation of an effective ERM framework.
This service encompasses all critical steps of the framework.

The Actuarial Function works closely with the Risk Management Function {(RMF) and makes available
to it our expertise and experience, The Actuarial Function supports the RMF in meeting the vatious
requirements of its role and be familiar with what is required of it.

The Actuarial Function contributes to the risk modelling undetlying the calculation of both the
solvency capital requirement and minimum capital requirement. Depending onthe complexity of
the risk management system, actuarial methods are applied that call for a detailed understanding
of statistical methods and the probabilities of insurance risks, such as claims frequencies and severities,
understanding and assessing the use of risk mitigatien techniques and understanding volatility and
adverse deviation.

The Actuarial Function guides the Company on how to reflect business realities in actuarial models
and risk management processes, to ensure that the ORSA output is relevant for the business. The
Actuarial Function provides the necessaryexpertiseinorder to:

s Understand the detailed requirements regarding the ORSA and identify gaps relativete current
risk management processes

s Begin to plan how current risk management, financial reporting and modelling Systems will
needto changeto create an effective ORSA

As part of the ORSA, the Actuarial Funciion contributes to the assessment of the compliance with the
requirements regarding the technical provisions and the analysis of deviations of the company's risk
profile from the assumptions underlying the calculation of the solvency capital requirement with
the standard formula.

The Actuarial Functicn is alse expresses an opinion on the following parts of the ORSA process:

¢ Determine the risksto be included in the ORSA and how these wil! be quantified

e Set up processes in order to notify the Company whenever the risk profile deviates from the
assumptions underlying the SCR

¢ [Introduce aformalised and documented capital monitoring and management process.

s Describe the controls and processes needed to ensure that robust & formalised modelling,
monitoring and roll forward tools are in place
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¢ Assist the company in preparing and adequately document a risk based business strategy and a
process to ensure that the business strategy is reviewed and updated regularly

s Identify and introduce projections of the business risks which are a key part of any
undertaking's financial planning, such as projections of the business plan (capital impact),
economic balance sheat and profit and loss account

e Provide the resources and the expertise necessary in order to set up the processes to facilitate a
regular assessment of the company's selvency needs and compliance.

B.7 Outsourcing

IDA outsources various activities where the Board beliaves outsourcing can provide access to superior
processes and technical skills than it would achieve on a standafone basis. As a result of these
arrangements, IDA has transferred its functional risk exposure but accepts counterparty risk exposure.

The objectives and high-level principles of the outsourcing policy are;

1. thatthe risks associated without sourcing are appropriately managed andthat the Company has
adequate measures in place to identify, measure, monitor, manage and report these risks in a
timely manner as part of the Company'soverall risk management system;

2. that outsourced service providers have the appropriate expertise and experience and resources
to undertake the outsourced activities to the standards required by the Company;

3. that there is no reduction in the Board of Directors' {"the Beoard"), and where applicable a
relevant sub committee's responsibility for, or influence over, key functions of the Company
as a result ofoutsourcing;

4. thatthere is no materialimpairment of the quality of the Company's System of Governance as
a result of outsourcing a key activity or function;

5. that the Company's approved policies and procedures are adhered to by the outsourced service
provider;

- that there is no material impairment of the Company's ability to fulfil its obligations to
stakeholders, nor impede effective supervision by regulators as a result of outsourcing a key
activity or function;

6. that no material conflicts of interest result from outsourcing a key function or activity;

7. that all outsourcing arrangement are supported by appropriately detailed written
agreaments
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The Boardis responsible for the approval, application and review of the Qutsourcing Policy. The
Beard is ultimately responsible for the approval of and termination of all outsourcing
arrangements of critical orimportant functions and activities.

The Board may delegate the ongoing monitoring and supervision of outsourcing arrangements to a
subcommittee of the Board.

All functions and activities of the Company are eligible to be outsourced provided that each of the
chjectives detailedabove are achieved in eachinstance.

A service provider may be either an entity from within the Group {Internal Qutsourcing) or an
entitythat is not part of the same (External Gutsourcing), provided that the objectives detailed
above are achievedin eachinstance,

Sub outsourcing is allowable on the condition that the sub outsourced service provider satisfies
theSetvice Level Agreements requirements and is subject to approval from the Board. Any sub-
outsourcing activities shall be governed by the conditions established in the outsourcing agreemants:
s between the Company and the outsourcing provider
* between the outsourcing provider and the sub-cutsourcing provider

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

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

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

Upon agreement by the Board to outsource a ¢ritical or important function, formal 'requests for
proposal' {'RFP') should be sent to at least three potential providers where possible. The RFP shall
specify the information required to allow the Board to evaluate the service provider based cn the
evaluation rationale detailed below.

The appointment of a service provider is subject to the following:
* Anevaluation process must be undertaken prior to any decision on appointments.

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

¢ The evaluation should also address other issutes, such as business strategy, reputation,
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experience with the proposed outsourced activities and potential conflict of interest where the
service provider is related to the Company or has arrangements with competitors.

¢ The Board may delegate the execution of the evaluation process to a subcommittee, function or
Company representative provided no material conflict of interest arises from such delagation.

¢ The risks associated with the outsourcing of the activity or function, shall be considered and
included in the evaluation process.

¢ The evaluation process should be appropriately documented with results presented to the
Board for consideration.

+ All decisions in relation to approval of outsoureing rest with the Board of Directors only.

¢ The Boardshall ensure prior to appointment of a service provider that the service provider has
checked the fithess and propriety of the key persons working on the function or performing the
activity.

¢ The Board shall ensure that the outscurced service provider adheres to the Company's policies and
that the effectiveness of the Company's system of governance is not lessened or compromised
by the outsourcing arrangements,

This adherence to the Companies policies shall contribute to the evaluation process of the service
provider as outlined in the following section.

e The Board shall review the performance of service providers acting in an outsource capacity on a
periodic basis and at least annually.

* The Company shall ask each Critical Outsourced Function to complete a questionnaire to assess the
continued appropriateness of its outsourcing arrangements.

e The Board may delegate the .responsibility for the performance evaluation to a subcommittee,
function, Company representative or Group subject to conflict of interest considerations. The Board
retains ultimate responsibility for all decisions in relation to outsourcing arrangements.

¢ The performance of the service provider will be based on a comparison of the actual performance
of the service provider in comparison with the required performance as per the agreed Service
Level Agreement {'SLA").

¢ The review shall aiso consider the requirement for the function or activity to be outsourced for the
short, medium and long term.

¢ The review process shall be adequately documented with results communlcated to the Board for
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consideration.

¢ All decisions and actions points arising from the Board's considerations of the Company's
outsourcing arrangements shall be appropriately actioned and documented.

Outsourcing risk shall be monitored by the Risk Management Function periodically in line with the
Company's overall risk management arrangements and procedures, be present in the Company's Risk
Appetite and Risk Register asrequired.
The results of the assessment of the risks associated with outsourcing shall be documented and
reportedto the Board at least annually.

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

RProcess:

. The financial, reputational, and operational impact on the Company of the failure of a
serviceprovider to adequately perform the activity;

. The financial, reputational, and operational impact cnthe Company of service provider
failure;
. The risk associated with increased considerationsin Business Continuity Planning (BCP);

Consideration should be given as to whether all the risks associated with the outsourcing of an
activity or functions are included in the Company's Risk Management System.

All outsourcing arrangements deemed within scope of the Company's Outsourcing policy must be
undertaken using a written, legally binding Service Level Agreements ("SLA"}. The SLA must document
all components of the outsourcing arrangement betweentheparties.

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

The SLA shal! specifically cover any subcontracting by the service provider, including any specific rules
or limitations to such arrangements. The sameterms that apply to the service provider, as outlined
in the SLA, should apply to sub-contractors or outsourcing arrangements by the primary service

provider.

The SLA shall include clauses enabling the Company to access documentation related to the
outsourcing arrangement, and to conduct on-site visits to the service provider. This should include
arrangements for the Company to meet directly with the service provider, and for the service
provider to cooperate with the Company's requests for information and assisiance, The
regulatory and supervisory authority andthe external auditor of the Company shall also have
effective access to all information relating to the outsourced functions and activities, including
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carrying out on-site inspections at the business premises of the service provider. The regulatory and
supervisery authority may also address questions directly to the service provider, to whichthe

service provider shall reply.

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

With respectto default arrangements, the SLA shail clearly specify what constitutes a default
event, identify how these are to be rectified and specify any indemnity provisions.

The circumstances that would lead to a termination of the outsourcing arrangement should be
clearly specified in the SLA. It should set out possible reasens for terminating the arrangement
and procedures to be followed in the event of termination, including notice periods, the rights
and responsibilities of the respective parties andtransitionarrangements. The latter would address
access to, and ownership of, documents, records, software and hardware. Termination clauses should
also specify the time period over which the business activity continues to be undertaken by the service
provider and its role in transitional arrangements. The service provider can only terminate the SLA

with a period sufficiently long to enable the Company to find alternate solutions or service

providers and without detriment to the continuity and quality of its provision of service to the

policyholders,

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

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

B.8 Any other information

There Is no other information to report on.

Section C - Risk Profile

The Company operates a low-risk business model that is supported by a rcbust risk management
framework that ensures risks are well understood and controlled. This is facilitated by daily
systematic quantification of all risks and a culture that promoctes the importance of risk
management. Integral to this is a thorough understanding and articulation of the Company's risk
exposures. Determining the prevailing risk landscape within the Company allows Management, the
Risk & Compliance Committee and the Board to assess the appetite for each emerging risk and to

ensure that all are quantifiable and managed consistently with our appetite to risk.
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An overview of the principal risks associated with the business including an outline of how they are

each managedisprovided helow.

C.1 Underwriting Risk
The risk under any one insurance contract is the possibility that the insured event occurs and the
uncertaintyof the amount of the resulting claim. By the verynature of an insurance contract, this

risk is random, unknown andunpredictable.

As its primary insurance activity the Company assumes risks relating to underwater diving activity.
The Company is therefore exposed to the uncertainty surrounding the timing and severity of
claimsunder the insurance contract, The terms and conditions of the insurance contracts it issues set
out the basis for the determination of the company's liability should the insured event occur. Through

its insurance and investment activitythe Company also has exposure to market and financial risk.

The Company alsofaces risks that theactual claims are significantly different to the amounts included
within the technical provisions. This could cccur because the frequency of severity of claims is greater
or lower than estimated. The insurance risks are further mitigated through strict underwriting

criteria, the utilising of actuarial review and the use of reinsurance.

The Company manages its insurance risk through underwriting limits, approval procedures for
transactions that involve new products or that exceed set limits, pricing guidelines, centralised

management of reinsurance and monitering of emerging issues.

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

proportionate reinsurance treaties to reduce the Company's net exposure.

Ceded relnsurance contains credit risk, and such reinsurance recoverable are reported after
deductions, if any, for known insclvencies and uncollectible items. The Company monitors the
financial condition of reinsurers' an an ongoing basis and reviews its reinsurance arrangements
annually. The Company utilises a reinsurance agreement with non-affiliated reinsurers to control
its exposure to losses resulting from one occurrence and for the accumulation of net losses arising

out of one occurrence.
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C.2 Market Risk

C 2.1 Interest Rate Risk

The Company is exposed to cash flow interest rate risk on debts instruments carrying a floating
interest rate and to fair value interest rate risk on debt instruments carrying a fixed interest rate.
Investments in equity instruments are not exposed to interest rate risk. Approximately 99% (2020:

97%) 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 maintaining an

appropriate mix between fixed and floating rate borrowings.

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 +/-
EU/R383,066 in 2021 (2020: +/-EUR432,381 ).

2.2 Counterparty Default Risk

The Group utilises reinsurance to manage efficiently insurance risk. The Group is therefore exposed
to the failure of these counterparties. The exposure is reduced as the counterparties are
diversifiedand also their credit riskiness ismanaged by ensuring A+ or above credit rating.

C.3 Credit Risk

The company has exposure to credit risk, which is the risk that a counterparty will be unable to
payamounts in full when due. Key areas wherethe company is exposed to creditriskare:

Cashand cash equivalents
Reinsurer's share of technical provisions
Insurance and Other Receivables

Loans and receivables

IS A e

Available-for-sale investments

The Company cedes insurance risk to limit exposure to underwriting losses under various agreements.
These reinsurance agreements spread the riskand 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, to maximum limits based on characteristics of coverage. Under the terms of the
reinsurance agreements, the reinsurer agrees to reimburse the ceded amount in the event the
claim 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 its credit

risk arising through its reinsurance arrangements by using "A" rated reinsurers or reinsurers that
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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.

The Company is exposed to contract holders and insurance intermediaries for insurance premium
due. Insurance receivables are presentad net of any allowance for doubtful debts, An allowance for
doubtful debts is made where thereis anidentified loss event which, based on previous experience,
is evidence of a reduction in the recoverability of the cash flows, Credit risk with respect to

insurance receivablesis limited asinsurance receivables are due from related parties.

The Company's investments are managed through an investment committee which operates
withininvestment parameters set and approved by the Board of Directors. The procedures
consider a recommended pertfolio structure, asset and counterparty limits as well as currency

restrictions.

Loans and receivabies are term deposits held with guality financial institutions.

Available-for-sale investments comprise locally and foreign quoted bonds, locally and foreign
quoted equities as well as an exchange traded fund, Quoted investments are acquired after assessing

the quality of the relevant investments.

C.4 Liquidity Risk
A lack of liquidity within the business may both prevent the Company from being able to pay its
ohligations as amounts fall due. Such outcomes will clearly limit the ability of IDA to continue as a

going concern and write new business,

The Company has to meet 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 settle liabilities when due.
The Company manages this risk by adhering to its investment policy ensuring that an adequate

amount of funds are investedin highly liquid investments,

Furthermore, the Company's Liguidity Policy requires sufficiently fiquid assets to be held in order to
meet outflows in extreme market. The liquidity buffer exists; ongoing monitoring also allows

mitigating actions to be takenat anearly stageif required.

C.5 Operational Risk
The Company is exposed to operational risk, which is defined as the risk of loss resulting from

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

management.

This definition aiso includes legal risk and reputational risk, as the Company considers reputational

risk critical and therefore has adopted this broad definition of operational risk.

The process through which the Company's operational risk universe is determined and subsequent
estimates of frequency and severity are assessed is captured in the Operational Risk Pelicy
document. This process safeguards the ongoing improvement of the control environment and

ensures that operational risk is identifiable and mitigated.

The Companyis reliant on the use of external partiesto provide someservices, and thusis therefore
exposed to the potential failure of these outsourcing partners. All high value functions are
managedin-house in order to mitigate this risk and to ensure direct oversight so that should an
outsourced partner fail, the service canbe shifted with applicable continuity.

C.6 Other material risks
C6.1 Regulatory Risks

A change in the regulatory, legal or political environment may have consequences on the Company's
Business Model, operations and financials. The Company is subject to financial regulation in Malta

andis required to comply with capital adequacy requirements.

Although the Solvency 11 regime has now been implemented, it remains subject to future
amendments to improve its operation and to better align approaches across Europe. The Company
maintains ongoing dialegue with the Regulator in order to ensure ongoing compliance and the

ability to react guickly to any unanticipated changes.

Investment of Assets in accordance with the Prudent Person Principle
The Company invests its assets in a manner to ensure the quality of security, performance and its

convertibility into cashfor its life and non-life portfolio of investments,

The Investment Committee takes investment decisions based on Prudent Person Principle in the
interest of policyholders and shareholders. The Committee manages the investments through an
investment policy approved by the Board. The strategy allows instruments, within the tolerance
levels, that can be identifiable, measured and monitored. The Committee ensures that the assets
of the Company are held witha Custodianof goodrepute.
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in particular, the Company invests in a prudent manner, in securities
In countries witha stable outlook

Which aresufficiently liquid

Of high and good guality

Not subordinate; and

ok W oe

Not in government securities in countries included in the 'blacklist' of the
Financial Action Task Force (FATF)

C.7 Any other information
There are no other information to report on.
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Section D — Valuation for Solvency Purposes

D.1 Valuation of Assets

The valuation and measurement bases of assets under the International Financial Reporting Standards
{"I FRS") as adopted by the EU and Sclvency 1l Directive with the valuation and recognition for material
classes is as follows:

D.1.1 Investments

IFRS

The Company’s investments are classified inte the following categories — loans and receivables and
available-for-sale financial assets and investment in subsidiary. 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 ah 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 deterioration. After initial recognition, loans and recelvables are measured at amortised cost
using the effective interest method.

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 ar loss, After initial recognition, available-
far-sale financial assets are measured at their fair value.

Solvency i

All investments must be measured at fair value on the Solvency Il balance sheet, regardless of the
accounting portfolio under which they are classified. Asthe assetsare reported on a fair value basis
for IFRS and Solvency 1, the only difference is the inclusion of the accrued interest received in the
investments in bonds as required for Solvency Il purposes,

D.1.2. Plant and equipment
IFRS

The Company's plant and equipment relates to the computer equipment acquired during the
year. Plant and equipment are initially measured at cost, Subsequent costs are included in the asset's
carrying amount when it is probable that future economic benefits associated with the item will
flow to the Company and the cost of the item can be measured reliably. The Company's plant and
equipment refates to the computer equipment acquired during the year,
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Solvency i

For Solvency [l balance sheet, plant and equipment should be revalued at fair value. Since the amount
of the plant and equipment is not material, the carrying value of the computer equipment as at
balance sheet date was deemed to approximate its fair value.

D.1.3 Deferred acquisition costs

IFRS

Acquisition costs comprise all direct and Indirect costs arising from entering into generai
insurance contracts. Acquisition costs are accrued over an equivalent period to that over which
the underlyingbusiness 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 unearmed premiums existing at the end of each repaorting period.

Solvency |l

There is no concept of Deferred acquisition costs in Solvency H hence the account has nil vatue per
Soivency |l balance sheet.

D.1.4 Deferred tax asset

IFRS

Deferred tax is recognised in profit or {oss, except when it relates to items recognised in other
comprehensive income or directly in equity, in which case the curreni and deferred tax is also
dealt with in other comprehensive income or in equity, as appropriate.

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 liabHities in the
financial statements and the corresponding tax bases used in the computation of taxable profit,
Deferred tax liabllities are generally recognised for all taxable temporary differences and deferred
tax assets, are recognised to 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 liabllity is settied, based on tax rates that have been enacted or substantively
enacted by the end of the reporting period. Deferred tax assets and liabilities are offset when the
Companyhas 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
either the same taxable entity or different taxable entities which intend either to settle current
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tax liabilities and assets on a net basis, or to realise the assets and settle the liabilities
simultaneously, in each future period in which significant amounts of deferred tax liabilities ot
assets are expected to be settled or recovered.

Assets and liabilities are measured on an economic basis under Solvency IL. This creates a
difference in valuation as compared with IFRS. As a consequence a further profit/ loss can arise
as compared with the accounting basis, with an associated deferred tax liability/ deferred tax
asset.

EUR 482,946 deferred tax asset is expected to be utilised with reference to probable future
taxable profit. As at 31 December 2021 there are no deferred tax liabilities.

The net deferred tax assets are available as basic own-fund items classified as Tier 3 in accordance
with Article 76(a)(iil) of the Delegated Regulations.'EUR 182,945 is recognised as eligible own
funds after applying the eligibility limits set out in Article 82 of the Delegated Regulations.
However, as at 31 December 2021 the MCR is greater than the SCR. The solvency of the Company
is therefore driven by the relationship between the MCR and the total eligible own funds to meet
the MCR. Tier 3 own funds items, such as deferred tax assets, do not centribute to total eligible
own funds to meet the MCR and as such do not currently affect the solvency of the Company,
Future taxable profit has been projected based on the Company’s ORSA, which based on a 3 year
budgeting exercise that projects income statements and balance sheets. Future levels of new
business, claims, expenses, reserves and investment income are predicted. The process currently
assumes a continuation of the IFRS 4 approach for the calculation of taxable profits.

D.1.6 Cash and cash equivalents

IFRS

Cashand cashequivalents comprise of cashbalancesand termdeposits withan originating maturity
of three months or less.

Solvency Il

There are no differences between the recognition and valuation for cash and cash equivalent
for Solvency Il and IFRS balance sheet.

D.1.7 Reinsurance recoverable

IFRS

Reinsurance assets consist of recelvables that are dependent on the expected claims and benefits
arising under the related reinsured insurance contracts. 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
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areprimarily premiums payable for reinsurance contracts and are recognised as an expense when
due.

Amounts recoverable under reinsurance contracts are assessed for impairment at each reporting
peried, Such assets are deemed as belng 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 thereinsurer.

On a Solvency |l valuation, these reinsurance recoverabie are valued on a best estimate basis.

D.1.8 Receivables

IFRS
Receivakles are stated at their nominal value unless the effect of discounting is material, in which
case receivables measured at amortised cost using the effective interest method.

Solvency Il

There are no differences between the recognition and valuation for receivables for Solvency I}
and IFRS balance sheet except for the accrued interest receivable which are reported as part
of the investments for Solvency Il purposes.

D.1.9 Inventories
None held at year end,

D.1.10 Investment in Subsidiary
IFRS

Investment in Subsidiary is stated at the cost value within the IFRS Balance sheet,
Solvency I

Within the Solvency Il Balance sheet this is recognised at the adjusted net asset value and classified
under participations and related undertakings,

D.1.11 Leases

None held at year end.
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Summary of Differences between IFRS and Solvency Il Valuation

Current Accounting SIl Valuation
Bases Principles

IDA Insurance Limited Assets (EUR )

Goodwill

Deferred Acquisition Costs 309,473
Intangible Assets &

Deferred Tax Assets 370,000 482,946
Pension benefit surplus
Property, plant & equipement held for own use 0 0
Investments 5,869,807 6,081,621
Property (Other than Own Use)
Participations and related undertakings 1,000,000 1179217
Equities (Other than Participations) 292,656 292,656
Equities (Other than Participations) - Listed 292,656 292,656
Equities (Other than Participations) - Unlisted
Bonds 3,830,743 3,863,340
Government and Multilateral Banks
Corporate 3,830,743 3,863,340

Structured Notes
Collateralised Securities

Collective Investments Undertakings 146,410 146,410
Derivatives
Deposits other than cash equivalents 599,998 599,998

Other Investments
Mortgages and Loans Made - ;
Mortgages & loans to individuals

Other Mortgages & loans
Loans on Policies

Reinsurance recoverables 1,328,009 1,194,347
Reinsurance share of TP - non-life excluding health 1,341,066 1,268,697

Reinsurance share of TP - health similar to non-life - 13,057 |- 74,350

Deposits to cedants

Insurance & Intermediaries Receivables 251,755 237,297
Reinsurance Receivables 1,486,237 1,486,237
Receivables (trade, not insurance) 2,726,867 2,726,867
Own Shares

Amounts due in respect of own fund items or initial fund
called up but not yet paid in

Cash & Cash Equivalents 1,358,523 1,358,523
Any Other Assets, Not Elsewhere Shown 32,422 32,422
Total assets 13,733,093 13,600,259
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Differences exists for Reinsurance Recoverable, Deferred Acquisition Costs and Investments as
described below:

1, Reinsurance recoverable — these represent the amounts expected to be received from
reinsurers in respect of outstanding, incurred but not reported and future claims in respect
of existing policies. They are calculated as the difference between Gross and Net provisions.
On a Solvency Il valuation, these are valued on a best estimate basis.

2. Deferred Acquisition Cost (DAC) — There is no concept of DAC in solvency il. The premium
provision only allows for future expense cashflows. For these policies already in-force.
Initial expenses such as up-front commission accurred in the past and so not been allowed
in the premium provision,

3, Investments — Within IFRS, the accrued interest is not taken into consideration as part of
the value of investments. Whereas within Sclvency Il figures it is being taken into
consideration as part of bonds. Investment in subsidiary which is classified as participations
and related undertakings in solvency Il is measured at cost in IFRS Balance Sheet whereas
at adjusted net asset value in the Solvency |l Balance Sheet.

D.2 Valuation of Technical Provisions

This section includes discussion of the technical provision valuations using Solvency 1l criterion
including gualitative explanations for the main differences arising from their valuations using Solvency
Il and IFRS accounting.

Under IFRS accounting technical provisions are considered to be current in nature. The technical
provisions are based on case by case estimates supplemented with additional provisions for incurred
but not reported reserves {"IBNR") incurred but not enough reported {"IBNER"}. in those instances
wherethe ultimate cost determined by the estimationtechniques is higher. In addition, allowance
is made for unexpired risks. The process used to calculate the 'ultimate cost' is by a continuous review
and updating of 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 comprehensive income. The process relies on the basic
assumption that pastexperience, adjusted for the effect of currentdevelopments andlikely trends,
is an appropriate basis for developing expectations of future events that are deemed to be
reasonable in the circumstances.
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The presence of claims which have been incurred but not reported is inherently uncertain, as is
theoutcome 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 because of subsequent events and may result in significant adjustments
to the amounts recognised. A key variable in the estimation methodology applied is the initial loss
ratio estimate.

The table below shows the IFRSresults compared to Solvency |l

Current Accounting  SlI Valuation

IDA Insurance Limited Liabilities (EUR ) B Principles

Gross Technical Provisions — Non-Life (Excluding Health) 3,970,549
TP calculated as a whole (Best estimate + Risk margin) _ 3,970,549 il :
Best Estimate i o
Risk Margin : 91,922
Gross Technical Provisions - Health (Similar to Non-Life) 2,080,431 1,893,016
TP calculated as a whole (Best estimate + Risk margin) 2,080,431 | Bt i
Best Estimate i i 1,822,407
Risk margin i 70,609

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

The calculation of Technical Provision under Solvency Il includes changes to the calculation of
provisions for claims outstanding and premium provisions. It also introduced the calculation of a risk
marginthatis not considered under IFRS,

D.2.1.1 Premium Provision

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

The premium provision is determined on a prospective basis taking into account the expected cash-in
and cash-out flows and time value of money. The expected cash flows for claims were determined
by applying an appropriate claims ratio to the Unearned Premium Reserve ("UPR"). An overall
expense provision has been calculated separately and apportioned between the premium
provision and claims provision.
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On the basis of the daia analysis, this methodology and its undeslying model and assumptions are
deemed to be realistic for eachline of business. The conditions rendering this method valid are
met; namely:

1. It can be expected that the claims ratio, remains stable over the run-off period of the
premium provision,

2. Areliable estimate of the claims ratio can be made,

3. The urnearned premium provision is an adequate exposure measure for estimating future

claimsduring the unexpired risk period,

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

The difference between the Premium Provision and the current UPR represents an expecied source
of profits (losses if negative) that are expected to emerge during the remaining duration of
unexpired poticies. {The cost of commission is not takeninto account).

D.2.1.2 Claims Provision

The provision for claims outstanding relates to claim events that have already occurred, regardless of
whether the claims arising from those evénts have been reported or not. Thus, the components of the
Claims Provision are the Case by Case Estimates {OSLR}, the IBNR, the IBNER and the reserve for
associated expenses, Under Solvency 11, the reserves are discounted to allow for the time value of
money,

D.2.1.2a Incurred But Not Repotted Claims (IBMR} and Incurred but not enough Reported
(IBNER)

IBNR claims include an estimate for claims that have not yet been reported but have been incurred (l.e
“pure” IBNR claims) while IBNER is an estimate for future movements on claims that have already been
reported. A combination of the Chain Ladder and Bornheutter-Ferguson method, have been used to
project the gross incurred claims to ultimate. The ultimate position is the incurred position plus the
Incurred But Not Reported claims plus the Incurred But Not Enough Reported claims.

The chaln ladder method involves deriving loss development factors from the claims history at
different points in time. From these incremental movement in total loss costs, an avefage
development pattern is calculated. This pattern is used to develop the latest claims position for
each underwriting year to its ultimate position — i.e, the cost at which the claims are likely to
settle.

Page 72 of 97



iDA Insurance Ltd 2021

The Bornhuetter-Ferguson method combines the chain ladder projection method with an
exposure-based method. The exposure based method looks at the trends in cost er unit of
exposure over the historical years to establish a suitable rate ( a prior) to be applied to the relevant
year,

th addition to the above methods an Average Cost per Claim method (ACPC) has been used for
classes and segmentations which had limited claims data {i.e. for Legal Expenses and for the claims
above €150k for General Liability). THE ACPC method is one that is usually adopted for more
immature years or where there is limited data when the chain ladder technigue is less reliable.

Policies are written on an annual and short term basis throughout the year. Therefore, in any one
underwriting year, there will be an earned and unearned portion of the policy period which will
spill over into the following year. Earned ultimate claims is calculated by multiplying the earned
premiuim to the earned loss ratios. The Earned IBNR is then calculated by subtracting the total
claims incurred to date from the earned ultimate claims.

D.2.1.2b Large Losses

Large losses usually exhibit 2 development pattern different to that of attriticnal claims. The
threshold for large claims in the valuation of 31 December 2021 was €150k for the General
Liability Solvency Il line of business which was determined following a claims and inflation analysis
as part of the review of reserves, '
Projections for Medical Expenses were not split into attritional and large losses, given that there
is only ane claim to date which is above the €150k large loss threshald.

The Legal Expenses class has not seen any claims to date above the €150k large loss threshold and
therefore the projection of ultimate claims for this class was not split by attritional and large
losses.

D.2.1.3 Risk Margin

The Risk Margin is designed to ensure that the value of technlical provisions is equivalent to the
amount that insurance and reinsurance undertakings would be expected to require in order to
take over and meet the Company's insurance obligations. The risk margin is calculated by
determining the cost of providing an amount of eligible own funds equal to the SCR necessary to
support the Company's reinsurance obligations over the lifetime thereof. This rate, called the
Cost-of-Capital, is prescribed by EIOPA and currently stands at 6%.

Article 58 of the Commission Delegated Regulaticns allows insurance and reinsurance
undertakings to use simplified methods when they calculate the risk margin. Guideline 61 of the
the EIOPA guidelines on the valuation of technical provisions lists a hierarchy of methods for the
calculation of the risk margin. IDA adopted method 1. This methad approximates the individual

Page 73 of 97

i



IDA Insurance Ltd 2021

risks or sub-risks within some or all modules and sub-modules to be used for the calculation of
future Solvency Capital Requirement. The total risk margin is allocated to the three Solvency Il
lines of business on the basis of each line of business reference SCR in proportion to the total
reference SCR. The refarence SCR represents the SCR that would be borne by a third party should
they accept IDA’s insurance cbligations. The reference SCR used to calculate the risk margin Is
comyprised of:

1} Non-life risk capital requirement
2) Health underwriting risk capital requirement;
3) Ceunterparty default risk capital requirement in respect of reinsurer default risk.

The market risk and counterparty default risk in respect of non-reinsurance counterparties
capital requirements have been excluded from the reference SCR, as these are risks that would
not be borne by a third party, should IDA’s insurance obligations be transferred,

D.2.1.4 Gross-to-Net Adjustment

Reinsurance recoverable represents the amount of the company’s losses from claims that can be
recovered from reinsurance companies, They are calculated as the difference between Gross and
Net provisions.

The Company had proportional reinsurance arrangements for the Medical Expense line of
business until the 30th September 2020. The Net provisions for Medical Expenses was
determined by apply the incurred net to gross ratio to the gross IBNR,

The General Liability line of business has non-proportional reinsurance arrangements. The Net
IBNR for this class was calculated by carrying out an ACPC approach to the Net large loss claims
data to calculate the large loss IBNR for the 2021 underwriting year. The attritional claims are not
expected to have a reinstrance recovery as it does not breach the reinsurance limit. An additional
IBNER loading was included for this class given its long-tailed nature, future movements on claims
that have been reported is expected,

There is no reinsurance in place for the Legal Expenses line of business.

D.2.1,5 Discounting

The reserve payment pattern for eachline of business has been derived using the historical payment
pattern as derived by the paid claims triangles. The euro risk free curve {with no volatility
adjustment) as at the valuation date, published by EIOPA, has been used for discounting. As expected,
the impact of discounting was not material due to the relatively short-term nature of the business
and the low interest rates.
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D.2.2 Level of Uncertainty Associated with the Value of Technical Provisions

Management is required 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 to be reasonable under the
circumstances, the results of which form the basis of making judgements about carrying values of
assets and liabilities that are not readily apparent from other sources. As a result, actual results may
differ from estimates,

Any revisions te accounting estimates arerecognisedin the period in which the estimateisrevised
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 Solvency |l technical provisions are calculated on a best estimate. 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 a material adjustment to the carrying
amounts of insurance liabilities within the next financial year, is discussed below:

The ultimate claims, when fully settled, may turn aut to be different from the best estimates.
This uncertainty results from a number of sources and is normal for any actuarial investigation.
Some of the sourcescontributing to uncertainty include:
¢ The inherent uncertainty in the process of statistical estimation
e The extent to which past development patterns and emerging experience different to
that of past experience
* Uncertainty in the level of future claims inflation
e Uncertainty with regard to claim propensity, severity and frequency
* Premium provision loss ratios higher than expected
» The impact of climate change on the diving industry such as global warming and the
increased frequency of natural catastrophes
s The emerging trends from the COVID-19 pandemic

The uncertainty of reserve estimates was quantified using two approaches:

e For the Legal Expenses class where there is limited data, the variability of reserves
were calculated by applying the standard deviation for the non-life premium and
reserve risk sub-modules of the Standard Formula as outlined in the Solvency Il
Delegated Regulations. This technique determines the variability between the
expected results and those at different confidence levels.

» For Medical Expenses and General Liability classes, where there was sufficient data,
the Bootstrapping approach is used. This is a simulation technigque to analyse the
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uncertainty of the results. It determines the variability between the expected results
and those at different confidence levels. This approach calculates the uncertainty
using the company’s own data and is therefore specific to the company.

D.2.3 Additional Disclosures

Solvency Hl requires insurers to consider all possible future cash-flows in their assaessment of Best
Estimate Liabilities, Some events may not appear either within the data of the insurer atall or at a
frequency or severity that represents the underlying risks. These events are described as events not
in data (ENIDs).

The Sclvency Il technical provisions should allow for all possible cutcomes, not just those that have
cceurred historically. An allowance should therefore be made for events that have not historically
occurred but could occur in the future. This allowance called Events Not in Data (“ENID”), An explicit
ENID allowance has been included for the three lines of business as outline in the table below:

LloB ENID
Medical Expenses 1.2%
General Liabillty 2.5%
tegal Expenses 2.0%

The Company does not use the matching adjustment, the volatility adjustment, extrapolation of
the risk-free rate, the transitional risk-free interest rate-term structure or the transitional
deduction in calculating its technical provisions. Neither does it use economic scenario generator.

The eurorisk free curve {with novolatility adjustment) as at the valuation date, published by
EIOPA, has been usedfor discounting.

D.2.4 Summary of Differences between Solvency Il Valuation and IFRS
Valuation

The main valuation principles of Solvency Il ieading to differences from reserves shown in the IFRS
financial statements are:

. Removal of any implicit or explicit margin for prudence
. Allowance for time vatue of money through the discounting of future cashflows
® In the calculation of the Premium Provision under Solvency ll, an insurer may take credit for

profits embedded in unexpired policies. Under IFRS valuation basts this is disallowed, and any
profits embedded in the UPR may not be recognised untii the expiry of these contracts. An
Additional Unexpired Risk Reserve (AURR) is mandatory only where it is positive but not when
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it is negative.

. The UPR/URR only aliows for policies in force at the valuation date. The Premium Provision
needs to include all policies that the insurer is obligated to, at the valuation date, including
policies that have not yet incepted.

. There is no concept of risk marginunder the current IFRS valuation

. thcrease in overhead expense reserves under Selvency |l o fuliy allow for duration of the
liabiiity reserves, No such reserves exist under IFRS.

In addition to differences streaming fromregquirements to value in line with gross liabilities, there
are also differences in requirements specific to the valuation of reinsurance. These include the
requirement to altow for expected non-payment due to default or dispute.

D.3 Valuation of Other Liabilities

The valuation of other liabilities of the Company other than technical provision for Solvency Il and |
FRS balance sheets are described as follows:

D.3.1 Bank overdrafts

IFRS

Bank overdrafts are repayable on demand and form an integral part of the Company's cash
management.

Solvency |

There are no differences between the recognition and valuation for bank overdrafts for Salvency
Il and IFRS balance sheet.

D.3.2 Payables

IFRS

Trade payables are classified with current liabilities and are stated at their nominal value. Current
liabilities approximated their fair values due to the short term maturities of liabilities.
Payables comprise {a) Insurance and intermediaries payable, and {b) Payables (trade, not insurance).

Solvency [l

The only difference between the Insurance & Intermediaries pavables Sil figures and IFRS figures is
due to the neiting off of Intercompany balances. There are no differences between the recognition
and valuation for payables for Solvency I and IFRS balance sheet.

D.4 Alternative Methods of Valuation
The Company does not make use of an internal model, of undertaking specific parameters to
calculatethe SCR. No matching adjustment is applied to the relevant risk free interest term
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structure.

D.5 Any Other Material Information

There is no other material information that has not already been disclosed in the sections above.

Other Technical Provisions

Contingent Liabilities

Provisions Other Than Technical Provisions
Pension Benefit Obligations

Deposits from Reinsurers

Deferred Tax Liabilities .

Derivatives

Debts owed to credit institutions 407,451 407,451
Financial liabilities other than debts owed to credit institutions

Insurance & intermediaries payables 1,177,466 1,163,008
Reinsurance payables g
Payables (trade, not insurance) 383,995 383,995

Subordinated liabilities - -
Subordinated liabilities notin BOF
Subordinated liabilities in BOF

Any other liabilities, not elsewhere shown

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

Section E - Capital Management

E.1 Own Funds

IDA has three components of own funds, two of which are tier 1 basic own funds; ordinary share
capital, capital contribution and retained earnings. One of which istier 3 own funds; Deferred tax

asset.

IDA's ordinary shares have full voting, dividend and capital distribution (including on winding up)

rights; theydo not confer any rights of redemption.

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

Basic Own Funds movement
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Sorplus Other ownfund  Dieferred

ftal 4 bl
Shara Caplta Capltal Contribution Fund/RecRes items approve 4 Taxasset rotal

Own Funds {Tter 1) (Tter 1} [Tler 1) by the [Tler 2}

£'000 €000 €00 €000 £'000 £000
Basic own funds at 31 Decerber 2020 (restated) 5,850 .- - 1,158 - 638 5,330
Wovement [ capltal contritaution 550 560
Movement i surplus fund - 246 - 246
Movemaent in Deferred tax asset - 206 - 206
Movement in olher fund ) B P 25
Pasic own funds at 31 Dacember 2021 5,450 550 - 1,404 25 4582 5,503

The mavement of the reconciliation reserve during the year is as follows:

Reconciliation reserve €'000
Balance as at 31 December 2020 (restated) - 1,158
fMovement during the year - 246
Balance as at 31 December 2021 - 1,404

E.1.2 Material Differences between Equity as shown in the IFRS financial
statements and the Excess of Assets over Liabilities under Solvency Purposes

The following table shows the comparisons and movement in IFRS and Solvency Il valuation of
assets, liabilities and own funds.

Reconcillation between IFRS and Solvency 11 €'000
Excess assets over liabilities as per Solvency 5,503

- Difference in valuation of assets 133

- Difference in valuation of technefal

provisions & labilities 77 -
Equity as per IFRS 5,713

The movement in the valuation of assets and liabilities, as explained in Section D, arises from the
difference between the {FRS and Solvency Il principles as explained below:

1. DACis only included under IFRS
2. Net Technical provision including risk margin making allowance of the time value of money
3. Deferred Tax asset is adjusted depending on differences between net assets under IFRS and Sil.

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

The MCR and SCR were calculated using the standard formula, and the eligible own funds are shown
in the table below:
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Ellgihfe Gun Furies Tlard Tier 2 Tier3
£'000 Total Unrestylcted Restvlcterd

Tolal ellgible own funts to maeat SCR 5,335 5,020 - - 334
Tedal eligible cwn funds to meet the MCR 5,020 5,020

SCR 2,221 -

WICR 3,700

Ratio of eliglble funds to 1he SCR 24085

Ratlo of aligible fumds to tha MCR 196%

E.2 Capital Objectives and Policies

The Company’s objectives when managing capital are:

1.  To comply with the obligations to maintain positive solvency position hased on the
regulatoryrequirements of the insurance market where the Company operates;

2. To safeguard the Company's ability fo continue as a going concern so that it can
continue toprovide returns for shareholders and benefits for other stakehalders; and

3. To provide an adequate return to shareholders by pricing insurance coniracis
commensuratelywith the level of risk.

The Company's Directors manage the Company's capital structure and make adjustments to it, in the
fight 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 finranced by shareholders' total 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 shareissues aswell asthe issue of new debt,

As of 1 January 2016, the Solvency |l Directive {2009/138/EC) came into force, introducing new risk-
based, regulatory requirements that ascertain the level of the required regulatory capital to be
held on the basis of the risks that the Company is or can be exposed to. Solvency Il also sets out the
approach to be undertaken in order to establishthe amount of Solvency llown funds, namely by
converting the statement of Financial Position from an [FRS perspective to one where assets and

liabilities are measured in line with their underlying economic value,

The Company's internat capital target is to hold the higher of 1.4 times the pillar 1 requirement or
therequirement identified during the ORSA process plus a board approved buffer. On an annual basis,
and having regard to the results of stress tests appliedto projections over the three year planning

petiod, the Boardwitl consider whether a dividend should be paid to remitany surplus capital above
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this target to the Foundation.

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. Regular monitoring of the Solvency Capital Requirement ('SCR'} 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 addressthe procedures
and controls in this regard. In the case of any identified breaches with the SCR 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 boththe SCR and MCR,

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

The table below sets out the risik medules making up the solvency capital requirement of the

Company,
| Co070 ]
Lineat MCR 582,493
SCR ' 2,230,740
MCRc¢ap 1,003.833
MCR floor 552 414
Comblned MCR 582 493
Ahsoluts fioor of the MCR 3,700,000
Minimumi Capital Requirement 3,700,000
Adjuslimont due 1o RFF/MAR i8CR eggragation
[ paretional.rek 1?9.@‘
l.eas-abacrbing capacity of tecinloal provslors
Less-absothing capaclty of delerrad taxes 0
Capital raquiranmal for buskness opareted In accordanca wih Atk 4 of Direothe 20341/E0
Capltal Rer ¢ egallking capltal add-on 2,230, {4TH
Copilal edd-an alraady sel 8
Solvancy capital ragUirerirt ,230,740
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E.3.2Inputused for MCR calculation and material changes to MCR and SCR

The MCR was calculated based in the standard formula.

In addition to the above, the table below shows a comparison between SCR as at 31% December 2021
and 31% December 2020 {restated):

Solveney Capltal requirement 2021 £'000 2020 £'900
{restated)
Market risk 1,059 1,144
Counterparty risk 738 516
Life underwriting risk - -
Health underwriting risk 487 417
Non life underwtiting risk 714 658
Diversification effects - 966 - 853
Basic SCR 2,052 1,882
Qperationai risk 17a 171
Adjustrents - -
SCR - ' 2,231 2,053
MCR 3,700 3,700
Basie Owen Funds (Assets-Liablities). 5,503 : 8,280
Cwn Funds in excess of Solvency Capital requirement 3,272 3,327
Solvency Ratio 240% ' 243%

The MCR did not change over the period and remained at the level of the absolute MCR {AMCR) of
EUR 3,700,000.

The most material movements are listed helow:

“The increase in the Counterparty Default Risk {i.e. from €516k in 2020 to €758k in 2021) is
mainly attributed to the increase of the Insurance & intermediaries' receivables that have

heen outstanding for more than 3 months.

-The increase in the Health underwriting risk and Non-Life underwriting risk in 2021 Is
mainly attributed to the increase in the respective premium and reserve risk sub-modules,

which in turn are due to higher premium and reserve volume measures for the majority of
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lines of business when compared to prior year,

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

Duration-based equity risk sub-moduie is not usedin the Company's SCR calculation.

E.5 Differences between the standard formula and any internal model used

As at 315t December 2021, the Company used solely the standard formula for its SCR calculation.

E.6 Non-Compliance with MCR and SCR during the period
The Company was compliant at all times with the MCR and SCR requirements during the reporting

period.

E.7 Any Other Material Information
The Company currenily makes no allowance for LACDT within the calculation of the SCR.
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General inforntation

Undertaking nante IDA Insuranes Limlted

Undertaking idenification code 213800ACYSLIGIEMINGY

Type of code of undertaking LEl

Type of undertaking Non-fife undertakings

Country of authorisation MT

Language of reporting 2n

Reporting reference date 31 Becember 2021

Currency used for seporting EUR

Accounting standards IFRS

sMethof of of Calculation of the SCR Standard fonmula

Mathicn adjustment o uga of matehiag adjustment

Valatitity adjustment No use of volatility adjustmant
Transitional measure on the risk-frae intarest rate No yse of transitional measure an the risk-free interest rale
Transtiional measure on Lechnical pravisions Mo use of transitional measure an technleal provisions

List of reported tamplates

5.02.01.02 - Balance Sheet

5.05.001.02 - Premmivms, claims and expensas by fine of business

5.05.02.01 - Premiums, claims and axpensas by cauntry

5.17.01.02 - Non - Lifs Technical Provisions

5. 19.01.81 - Non-Life Insurance claims

$23.01.01 - Qwa Funds

5.25.01.61 - Soivency Capltal Requirament - for undertakings on Standard Formula

5. 28.01.01 Minimum Capital Requirement - Qniy life or only non-fife insugance or reinsurance activity
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SE.02.01.16.01 Balance sheet

Solvency || value | Statutory accourts

value
Coo10 Co20
hssats
309,473
482,848 370,000
Prapar ant & equi held for own usa IJI uf
irvestments {other than assets heid for indax-linkaed and uni-linked
6,081,621 5,869,807
1,178,217
RO10D 292,658
RO110
RO120
RO130
RO1A0
RO150
RO1E0
RO170
RO180
RO180
RO200
asime RO210
|Assats hald for index-bnked and unit-linked confracts. RO220
[Loans and martgages RO230
nans on polices RO240
oars and mort to individuals RO250
ther and mortgages [RO260
Reinswance recoverabies from [RO270 1,194,347 1,328,009
Monife and health similar to non-ide [R0280 71,194,347 1,328,000)
[R0280 1 1,341,085
Heaith simiéar to non-ifa RO300 {74,350, (13,057}
Life and health similar fo life, excluding heaith and index-inked and  [RO310
unit-lirked
Health simidar 1o Iife RO320
Life excluding health and index-linkad and unit-linked RO330
|LE e index-inked and urd-inked RO3A0
[Deposils 1o cadants RO350
i RO3E0 237,297 251,7!
RO370 7,485,237 1,486,237
RO380 2,726,867 2,726,867
ROBE0
RO400
RO410
RO420
RO500
Liabilities RO510
FRO520
3,248,916
RO530
ROS40 4,157,422
|[RO550 91,494 Bt
‘echnical provisicns - health (simiar to ron-life) [ROS60 2,080,431
1,593,016
‘schnical provisions calcuated as a whole [ROSTO
Best Estimate [ROS80 1,822,407 |
Risk margin RO530 70,608]
Technical provisions - life {exchuding index-linked and urit-linked) ROG00 [
[Techrical provisions - heatth (similar to life) ROS10
Technical provisions calcuiated as a whole ROGZ0
Best Estimate ROG30
Risk margin ROG40
[Technical pravisians - life {sxchxdng health and index-linked and unit-[ROG50 ]
inkad)
Techrical provisions caicuated as a whole ROGED
Bast Estimate ROET
[Risk mar, ROGB0
|Techrical provisions - index-rked ard unt-linked ROGA0 D|
wchnical provisions calcuated as a whole ROTO0
1 Estimate [ROT10
Rigk margin [RO720
Other techrical provisiors [RO730
Contingent kabilties ROT40
Provisions ather than technical provisions RO750
Pansion banefit obbgations ROTED
D posils [rom reinsurers ROTT0
De‘l'errgd tax liabities ROTED
Derivativas ROTE0
Debts owed to credit ROB00 407,451 407,451
Debts owed to credt institutions resident domestically ERDBO
(Debts owed to crodit institulions resident in the euro area ather ERDB0Z 407 451
han domestic
bts owed to eredit institutions resident in rest of the world [ER0803

Financial liatslities other than debts owed to credit instiutions

Debls owed to non-credit institutions

Debts owed to dit resident

Debts awed 1o nan-credi institutions residant in the euro area
olhes than domestic

Debts owed to nan-credit institutions resident in rest of the

rld
Giher financial liabiliies (debt secuities issusd)

s ance & intermediaries payables

Reinswance payables

Payables (frade, nol Insurance)

Subordinated llabdties

rdinated liabiities not in Basic Own Funds
Subordinated liabiltes in Basic Gwn Funds

Ay other kabdities, not elsawhere shown

Total liabilies

[Excass of assets oves Eabilities

IDA Insurance Ltd 2021
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§.05.02.01.01 Home Country - non-life obligations

IDA Insurance Ltd 2021

Z Axis:
Home country
Home country
C0080

Premiums written Gross - Direct Business RO110 38,301

Gross - Proportional reinsurance accepled RO120

Gross - Non-proportional reinsurance accepted RO130

Reinsurers' share RO140 8,269

Net R0200 31,032
Premiums earned Gross - Direct Busi R0O210 27,723

Gross - Proportional reinsurance accepted R0O220

Gross - Non-proportional reinsurance accepted RO230

Reinsurers' share R0240 3,653

MNet RO300 24,070
Claims incurred Gross - Direct Business RO310 37,235

Gross - Proportional reinsurance accepted R0O320

Gross - Non-proportional reinsurance accepted RO330

Reinsurers' share RO340 75

Net R0400 37,160
Changes in other technical provisions Gross - Direct Business RO410 2,815

Gross - Proportional reinsurance accepted R0420

Gross - Non-proportional reinsurance accepted R0430

Reinsurers' share RO440 (3,044)

Net ROS500 5,859
Expenses incurred RO550 6,941
ﬁer expenses R1200
[Total expenses R1300
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5.05.02.01.02 Top 5 countries {by amount of gross premiums written) - non-life obligations
Z Puis:

IDA Insu

rance Ltd 2021

Other than hamg country

Pramwms witton ross - Deect Business
I rodioral omsurance accepted __[RD
Gross - Non-propodtional relisurance accepled |R
Premiums earned
0| s8aral 310} ] TN
512,915 43,843
e e [ 27 zaszms] sz aw] 90,57

M|

Ehamas in ather lechrical provisons

|Gross . Direct Business IR
Gross - Preportional relnsurance accephed il

331, 760

59,142

t
1ass - Non-propartional renserance accapted [RD430
Reirmuars’ shars i

Mot

[Expenses incured
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5.17.01.01.01 Non-Life Technical Provisions

IDA Insurance Ltd 2021

[Rucoverables from reimisance (smept 8PV and Finte
beboce admimant for

[ Dot buminesn and acceied proporiional (snsrance Total HorLia
oblgation
Madscsl exponie Geovaral Rabiiy Logal axpanses.
maonce murance awnnce
£0020 £0080 cot1e 0180
Techneal provisions cakultod as a whole
[Duect busimess. | 3
- busness | b
nan-propor TR s T 5 i i
Tolal Fosenvan alika [ ransisarce:SPY ard Fiie Ra il 1he tor (el amsocialad 1o TP cakuaied an & whom hi
Tochrcal provake cakuaied as o s of BE and fM Bo astr [Gross - Tolsl |
3,800,434/ [TEAT) AR 18! 2,004,101
[Gross - drect buskass 1,400,384 11,508 48818 084, 700"
[Gross - acospled proporiinal imirance husiess | I 3
[Gross - acoepied non-prportioeal Frimuwance hisiness - T v J- 1
[Total racoverabia irom rensurance/ SPY and Finka Ao belora ha b EYi 3
[auljstmerd for axpoctad loases dus 1s coustarparty dafaih |
130, L65)| {205). 46,567}
[Racorar b Trom 1aimurnce (w<epd EPY and Frile 'ﬁﬁﬁz' 208] 1
Reinsusance) belore adnmsiment for axpected bssos
[, 507
[Recovorables fiom SPY balore adpusimant for expecied b
losses
trom Finin belorn 3
jospoctod lossas
Total rocoverabie from rermuaRce/SPY ard Fnka Ra aftor (ha 1%0,189) [LEE] 1265) 1
il el for angsciad loasas dus 10 courdsipanty dolauk
(45,587}
[t Bl Enlimmin of Pramium Provisions 1,430,659 30,788 46003 2,040,268
[ provisiom Grosa - Total sz parraad e ERTLRT |
Gross - drodt busiess 217,734 3427341 65873 310,940
{Gross - aeceptod proportional reswance busness 204,179 ] b
179
(Girons - accaptod non propoional TEFS AN DRINGLE - =L TR R b
[Fotl recavasabia from rakatrance/BPY ard Fisda A Befors ha i 1 1 1
|adjmtment for evpeciad kases dias 16 courlsdparty defaul
44, 164)] 1,285,009, 1240514
(4184 1,265,098 1

1,240 14
1

|Racoveraties from SPV belore adisimant for expected
LEETLY

Trom Finko before

japectad kissas

Total recovesabla fiom relsurance/SFY and Finte R aftor the
edjustiment for anpecied s dus 10 counlsepaity difaul

et Bt Estimato of Clama Provaiom 5. FXTTET]

{Total Basl astimala - grows I.ll‘}.wﬁ 4,044 137
Total Bt ostimate - nel 1,96,756] 3,776,029 4,783,407
Rk rrar 70,7% 83,637 182,213
[Aemourt of the iranstional oo Technical Provisons 17 25 2 whole i
1
b |
(Techncal provisioos - Iolal wcal provisions - otal L9, 1F [NECRT 130,34 6,142,001
Fincavainble o aisuance conltac 5P and Fre Re allar (b sdusimant (o axpecied lsies g b 1 1 h 1

pourterparty defaull - Lotal

[74.350) 13a%) 1,154,347
I JEFY and Frie Re- lolal Y Y 3 |
TATS) 4,547 A54
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SANAEL1AN tioas Chalma Palu fnen-cumalailve] « Devmbifibes yas [alioluc smaLc
F dily innuranck [eirscL bublne £y st : | Aceident tfrr. ELIR. (oL mggieshts fEupbIst v oristed laj pwEng cusenty

i

[ .f ..... 11
[t IR

i L}
. )

L I i L. 2 i F r
Eaean | ciews | dmss s |

24

8.10.01.01.02 Groas Clalms Pald {uon-ctimulative) - Current year, sum af years (cumulative)
Z Adis:, Genaral Rabilily nswrance [direct business and accepted propartionel refnsurance], Accident Year, EUR, Notepplcable / Expressed i (coaverted lo} reparting currency

|

Hym of yades

it |

£, 4500 1 H Beoss © Il Poild [nomsilallyst - Vayakgme yaar fabanboe omaung
7 Funs, Legal capersos intuianed [i#CL INGIARE i aegeprof pmpeiinnat raicswemes]. Aisee Vs EUR. H sppleatis ¢ Bxprsand bfcowwded Lagrapating earily

8.16.04.01,02 Groas Claims Pald (non-cumufative) - Current year, sum of years (cumulative]
7 Axis:, Legal expenses insurance et business and accepiad properfional rainsurance), Accdent Year, EUR, Not applicable f Expressnd in{romverfed ) rEporting cumeRcy

n Castent yiar Sum.ofyears

CHiTl cilfe |

o

742
S.A8,00.0101 G Clak Pald b yBae fabpolnta ameaniy
T By Mol cH G2pANE-npyranca [{ire b #4ial o | Bciznl Yo, EUR. Mo #2y71cebi / Exprotast In (amerd ba) mparizg curenay
|‘_____.u. T [ F] AP T I S I T T o il 1 _[”_ i} BT It} 2
(7T R TR - R BT T TR B T ) T owme | eHm | GhiE T R T TT R ] |
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8,10.01.01,02 Gross Clalims Patd [non-cumulativa) - Current year, sum of years [cumulative)

Z Asien, Medical expense instrants [Qtact business sud accepled proporiionad ieinsurance], Accident yeas, EUR, Not applicabla { Exp {in f¢ 110} ropoitian currency
in Cusiend yadr Sum o yeais
i [Eik] €180 f

B AL G Clalns Fravlyh tabaghila amonnt]
Aoz, ity i Pibract Bussncaa and d . Acclden yuze, B, L applleate f Evgrangel i [t0aesand ) siesng fuir ey

[ 1 I. & i £.. T T .
M7y~ [ tem | fem 1 wawe 1 deETTTYTTREE YR
- i '

5.19.01.01,04 Groas discounted Best Esfimate Clalms Provislons - Current yaar, sum of years jgumulative)

Z Asis:, Ganeral Bahilly i o {dliraet | and accepted proporional reinsurance), Accidert vear, EUR, Mot applicable / Exprassad i (eomwerted (6) raparling cirenty

“Year and
Tili

A
Coagr

-
Toral (RO260 [

5.10,01.00,03 Fwan pidlsesimnles) Ranl Fatbuath Cinhos Movlrk Fena o]
T A8 Ll drgclBed 8kants il Insiter sl asngled puopodiensl rieivamca] Acideed e, EEL Mot appfsile | Expressed in fzamencd 1of raparng cuneoey

i r
[
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5.19.04.01.04 Grass dizcounted Bast Esfimata Claims Provisl - Current year, sum of years lcuniuiative}
2 Ais., Legal expenses insuiance [died lusinass and accepted proporilonal relnsurance], Accidend year, EUR, Nof applicabie f Expressed in {convertad to} reparting cumency

Year encl
| Ciliscoynarl dala) ]

Ch36e

SADGLDLE3 Giiky 5 Habins Bacraf 3l [unalsii hikgranlp

 banm:, Wil inSATAAL [l b e e Paealank yare, FHFL Hos rppentdc f Uxgrassad n fromedad 10 raparting Suintiety
| S W— — 3 I A

oker | wee | fok

8.19.01.01.04 Oroas di tzd Best Esfimate Claims Provis - Currsnt year, sum of years {cumulative)
Z &g, Medical asp i ¢ [direct busi and accepted propartional reinsurance], Accident year, EUR, Mot apglicabla f Expressed ln {converted fo) reparing cuirancy
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5.23.01.01.01 Own funds

IDA Insurance Ltd 2021

Z Axis
Total [ Tier 1 - uvastricted | Tier 1 - restricted | Tier 2 I M;____I
0010 I CO020 | 0030 | o040 I CO050
[Basic own funds before deduction for participations in oihar ronary share captal {gross of own shares) 5,850,000|
francial sector as foresaen in arlicle 68 of Delegated
[Reguiatian 201535
Share premhan account felated to ordrary share captal
nitial funds, members’ confributions of the equivalent basic
fawn - fund item for mutial and mutusl type Ldertakings
|Subordnated mudual membar accounts |
Surpis funds 1
Prelarence shares 1 | |
[Ehare premium accoun related to pralererce shares b | |
11,404 128] (1,404,728}
Tabiilies ; | |
i amaurt egual o the value af nel defermed 1ax assats 482,845
82,945
[Diner own Iund Rems approved by the superdsory authorty h 575,227
a5 basks own funds not spacfied above
5,237}
[ from tha fi ial that shauld el ke [Own funds from the firancial statamuonts that shauld nat be
[represanted by tha reconciiatian rosarve and do ot meel the reprasented by Ine reconcilation reserva and do not maet tha
criteria bo be classified as Sohency 1l own lunds criteria lo be classified as Solency || own funds
[Deductions Deductiors for parlicipations in financial and credit rstiutions |
[Total basic own funds aler deduclions 5,020,459 1 1

Ancitary awn frds

Unpaid and uncalled ordinary share capital callable on demand [RO300

Linpaid and uncalled inlial funds, members’ cortribulions or
Fe equivalent basic awn fund itam for muual and motal -
ype urderiakings, calable an demand

Lnpaid and uncalled prafarance sharas callable andemand  |R0320

[ legaty Dinding commitmant 1o subscribe and pay far
subordinated Eabilties on demand

Letters af credil and guaranteas under Article 96{2) of the
Direciive 2009/134/EC

Letters af credil and guaraneas ather than undar Artcle 946(2)
jof the Directive 2008/138/EC

Supplemarntary members cals under Nrst subparagraph of
{articla 945(3) af the Diracte 20081 3MEC

Supplamantary momicers cats - other than undes firsl
tsubparagraph of Artichs DE(3) of the Direciive 20081 JVEC

Oither areillary own funds

[Tota arcillary cwn funds

[avatatie and ebgible own furds.

[Tatal avababis own funds fo maet fne SCR

5,508,453

Tatal avakabie own hunds to mest 1ha MCR
Total algble own funds to meet the SCR
Tatal abgble own funds to meet the MCR

ololol 4

ololol ,

IR

atia af Elgitle own funcs {o 508

[Ratio af ERgible own funds 1o MCR

S.23.01.01.02 Reconciliation reserve

Z Axis:

C0060 |

Reconciliation reserve Excess of assets over liabilities RO700 5,503,445
Own shares (held directly and indirectly) RO710
Foreseeable dividends, distributions and charges R0720
Other basic own fund items R0O730 6,908,173
Adjustment for restricted own fund items in respect of R0O740
matching adjustment portfolios and ring fenced funds
Reconciliation reserve RO760 (1,404,728)
Expected profits Expected profits included in future premiums (EPIFP) - Life RO770
business
Expected profits included in future premiums (EPIFP) - Non-  |[R0O780
life business
Total Expected profits included in future premiums (EPIFP) R0O790
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S.25.01.01.01 Basic Solvency Capital Requirement

Z Axis:, No
Net solvency capital | Gross solvency
requirement capital requirement
C0030 C0040
Market risk R0010 1,059,378 1,059,378
Counterparty default risk R0020 758,361 758,361
Life underwriting risk R0030 0
Health underwriting risk R0040 487,481 487,481
Non-life underwriting risk R0O050 713,548 713,548
Diversification R0O060 (967,422) (967,422)
Intangible asset risk R0070
Basic Solvency Capital Requirement R0100 2,051,345 2,051,345
$.25.01.01.02 Calculation of Solvency Capital Requirement
Z Axis:, No
Value
C0100
Adjustment due to RFF/MAP nSCR aggregation R0O120
Operational risk R0130 179,395
Loss-absorbing capacity of technical provisions R0140
Loss-absorbing capacity of deferred taxes RO150 0
Capital requirement for business operated in accordance with Art. 4 of Directive 2003/41/EC RO160
Solvency Capital Requirement excluding capital add-on R0200 2,230,740
Capital add-on already set R0210
Solvency capital requirement R0220 2,230,740

$.25.01.01.03 Approach to tax rate
Z Axis., No

Yes/No

C0109

|Approach based on average tax rate [RUSQU |Nu|[ value

v
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"'§.25.01.01.04 Calculation of [oss ahsorhing capacity of deferred taxes

Z Ayis:, Mo
Solvency i
Blefore the shack After tha shiock
car1e L0120
OTA [EI]]
L& carry forward R{810
DTA dug to daductible temoorany diferences Rig20
OTL ' ROG30
§.25.01.01.06 Calculation of loss absarhing capacity of deferred taxes
7 Axis:, Mo
Solverey |
LACDT
130
toss-absarbing capacity of dafered laxes LAC I BG40 .
LAC BT justifiect by reversion of deferred fax hiakilities ROG50.
LAG U justifted by reference to probable filure faxabis ROB&D
saonomie profit
LAC OT justified by carry back, cuerant yoar ROGTE
LAG BT justifiet By sary back, fiture vears ROGS0.
{iaximym LAC B ROGIN

§.28.01.01.01 Linear formula component for non-life insurance and reinsurance obligations

MCR compongents

Coo10

[Selvency Il IMCRNL Result [R0O010 |

582,493
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S$,28.01.01.02 Background information

Z Axs:
Background infermation
Net {of Net {of reinsurance)}
reinsuranca/SPV} | wriften premiums in
best estimate and | the last 12 months
TP calculated as a
whole
CO020 C0030
Medical expense insurance ahd proportional reinsurance RO020 1,895,756 3,197,685
Income protection Insurance and proportional reinsurance ROQ30
Workers' compensation insurance and preoportional RO040
reinsurance
Motor vehicle liability insurance and proportional relnsurance  |R0ODS0
QOther mator insurance angd proportional reinsurance RO0B0
Marine, aviation and transport insurance and proportional ROO70
rainsurance
Fire and other damage to property insurance and proportional |R0080
reinsurance _
General liability insurance and propaortional reinsurance R0080 2,776,028 212,836
Credit and suretyship insurarice and propoertional reinsurance [R0100
Legal expenses insurance and propertional reinsurance RO110 112,696 250,127
Assistance and propertional reinsurance R0120
Miscellaneous financial loss insurance and propottional R0130
reinsurance .
Nor-proportional health reinsurance R0O140
Nen-proportional casualty reinsurance RO180
Nen-proportional marine, aviation and transport reinsurance  |R0160
Non-proportional property reinsurance RO170Q
$.28.01.01.05 Overall MCR calculation
Z Axis:
I C0070 |
Linear MCR R0300 582,493
SCR : RO310 2,230,740
MCR cap R0320 1,003,833
MCR floor R0O330 552,414
Combined MCR R0340 582,493
Absolute floor of the MCR R0O350 3,700,000
Minimum Capital Requirement R0400 3,700,000
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Independent auditor’s report Exemption number: £X072155
to the directors of

IDA Insurance Limited

Oplnion
We have audited the following refevant elements of the Solvency and Financial Condition Report {“SFCR")
prepared by IDA Insurance Limited {the Company) as at 31 December 2021:

s the ‘valuation for solvency purposes’ and ‘Capital Management' sections of the SFCR of the Company as
at .
31 December 2021, {‘the Narrative Disclosures subject to audit’); and

= Company templates 5.02.01.16, 5.17.01.01, 5.23.01.01, 8.25.01.21, 5.28.01.01 ("the Templates subject to
audit’)

The Narrative Disclosures subject to audit and the Templates subject to audit are collectively referred to as the
‘relevant elements of the SFCR'.

We are not required to audit, nor have we audited, and as a consequence do not express an opinion on the
Other Information which comprises:

. the ‘Executive summary’, ‘Business and performance’, ‘System of governance’ and ‘Risk profile’
elements of the SFCR; and
. Company templates 5.05.01.01, 5.05.02.01, 5.15.01.21.

In our opinien, the information subject to audit in the relevant elements of the SFCR of the Campany as at
31 December 2021 is prepared, in all material respects, in accordance with the Insurance Business Act {Cap.
403), regulations and Insurance Rules issued thereunder, the Commissien Delegated Regulation and the
European Commission Implementing Regulation {EU) 2015/2452 (hereafter referred to as “the relevant
legislation”),

Basis for Opinlon

We conducted our audit in accordance with international Standards on Auditing {ISAs). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the relevont
elements of the Solvency and Financiol Condition Report section of our report, We are independent of the
Company in accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for )
Professional Accountants {{ES8A Code} together with the Accountancy Profession {Cade of Ethics for Warrant :
Halders] Directive (Maltese Code) that are relevant to our audli of the relevant elements of the SFCR in Malta,
and we have-fulfilled our other ethical respansibilities in accordance with the IESBA Code and the Maltese
Code. We believe that the audit evidence we have obtained is sufficient and approptiate to provide a basis for
our opinion,

Emphasis of Matter ~ Basis of Accounting .

We draw attention to the ‘Valuation for solvency purposes’ and ‘Capital Management’ sections of the SFCR,
which describe the basts of accounting. The SFCR is prepared in compliance with the financial reporting
provisions of the Solvency U regulations, and therefore in accordance with a special purpose financial reporting
framework. As a result, the SFCR may not be suitable for another purpose. Our opinion is not modified in
respect of these matters. !
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Independent auditor’s report (continued)
to the directors of
IDA Insurance Limited

Other Information
The Directors are responsible for the Cther Information.

Our opinion on the relevant elements of the SFCR does not cover the Other Infarmation and, we do not
express an audit opinion or any form of assurance conclusian thereon.

In connection with our audit of the SFCR, our responsibility is to read the Other Information and, in doing so,
consider whether the Other Information is materially inconsistent with the relevant elements of the SFCR, or
our knowledge obtained in the audit, or otherwise appears te be materially misstated. if we identify such
material inconslstencies or apparent material misstatements, we are required to determine whether there isa
material misstatement in the relevant elements of the SFCR or a material misstatement of the Other
Information. If, based on the work we have performed, we conclude that there is a material misstatement of
this Other Information, we are required to report that fact.

We have nothing to report in relation to these matters.

Responsibilities of the Directors for the Solvency and Financial Condition Report

The Directors are responsible for the preparation of the SFCR in accordance with the financial reporting
provisions contained in the relevant legislation referred te above. in accordance with section 8.9 of Chapter §
of the Insurance Rules, the Diractors are responsible for having in place appropriate systems and structures to
meet the Company’s public disclosure requirements in relation to the SFCR and for the approvat of the SFCR,

The Directors are also responsible to have the necessary internal controls to enable the preparation of the
SFCR which is frea from material missiatement, whether due to fraud or ervor. The Directors are rasponsible
for overseeing the Company’s financial reporting process.

The Birectors satisfy themselves that, throughout the financial year in question, the Company has complied in
all material respects with the requirements of the relevant legistation as applicable to the Company. The
Directors are also required to sign a Declaration Form, in accordance with paragraph 8.6.2 of Chapter 8 of the
Insurance Rules and Annex [V to the said Chapter, for submission with the SFCR to the competent authority.

Auditor's Respaonsibitities for the Audit of the relevant elements of the Solvency and Financial Condition
Report

It is our responsibility to form an independent opinion on the Narrative Disclosures subject to audit that the
Company shall disclose and an the Templates subject to audit, in accordance with paragraph 8.10.2 of Chapter
8 of the Insurance Rules and Anniex V to the sald Chapter, opining on whether the said relevant elements of
the SFCR have been prepared in all material respects in accordance with the relevant legislation. Such audit is
to be made in accordance with paragraph 8.10.2 and Annex V of Chapter 8 of the Insurance Rules and with
International Standards on Auditing.

Our objectives are to obtain reascnable assurance about whether the relevant eletnents of the SFCR are free
from material misstatement, whether due to fraud or error, and to Issue an auditor’s report that includes our
opinion, Reasonable assurance is a high level of assurance, but it is not a guarantee that an audit conducted in
accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from
fraud of ertor and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the decision making or the judgement of the users taken on the basis of the SFCR,
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Independent auditor’s report (continued)
to the directors of
IDA Insurance Limited

Auditor’s Responsibilities for the Audit of the relevant elements of the Solvency and Financial Condition
Report (continued)

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

« Identify and assess the risks of material misstatement of the relevant elements of the SFCR, 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 misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

« 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
effectiveness of the Company'’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the directors.

Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Company’s ability to continue as a going concern. 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 relevant elements of the SFCR or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Company to cease to continue as a going concern.

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

We communicate with the directors regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit.

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

12 October 2021. We acknowledge that our report will be provided to the MFSA for the use of the MFSA solely

for the purposes set down by Chapter 8 of the Insurance Rules issued under the Insurance Business Act (Cap.
403). Our audit work has been undertaken so that we might state to the Company’s Directors those matters
we are required to state to them in an auditor’s report on the relevant elements of the SFCR and for no other
purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other
than/thé/c ympany and the MFSA, for our audit work, for this report or for the opinions we have formed.

Mark Giorgio as Director

in the name and on behalf of

Deloitte Audit Limited

Registered auditor

Central Business District, Birkirkara, Malta.

18 April 2022
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